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iabetes  research,  we  have 
lade  significant  discoveries 
bout  the  relationship  be- 
ween  diabetes  and  nutrition 
^And  recent  research  has 
hown  that  instead  of  having 
ladequate  insulin  levels, 
lany  diabetics  in  fact  have 
ladequate  levels  of  insulin 
eceptOrs —tiny  mechanisms 


on  cells  that  are  supposed 
to  detect  and  grasp  insulin 
from  the  blood. 

So  Upjohn  scientists 
are  working  to  find  ways  to 
increase  these  receptors  in 
diabetics  so  their  bodies 
can  take  full  advantage  of 
the  insulin  which  is  there. 

The  job  of  The  Upjohn 


Company  is  never  to  be 
satisfied  with  the  status  quo. 

For  nearly  100  years, 
we've  searched  for  new 
answers  to  help  improve  the 
quality  of  life.  And  search- 
ing for  more  will  make 
our  second  century  of 
caring  even  more  exciting 
than  the  first. 


For  booklet  "What  You  Should 
Know  About  Diabetes,"  write 
CARING,  Department  DF, 
RO.  Box  2497, 

Kalamazoo,  Michigan  49003. 

Upjohn 


©The Upjohn  Company 


From  generation  to  generation, 
diabetes  is  carried  on  by  the 
inevitable  force  of  genetic  predestination. 
But  Upjohn  is  working  to  change 
that  destiny. 


Since  the  1950's,  The 
Upjohn  Company  has  been 
developing  medicines  to  help 
the  diabetic.  Our  first  oral 
anti-diabetes  drug  was  a 
pioneer  in  the  field.  Since 
then  we've  been  in  the  fore- 
front of  treatment  for 
Type  II  diabetes,  which 
affects  more  than  85%  of  all 


diabetics. 
But  to 

the  people  at  Upjohn,  health) 
care  reaches  far  beyond  help 
ing  people  live  with  disease. 
We'd  like  to  see  everyone 
living  without  it. 

Through  our  Chinese  % 
hamster  colony,  the  only  one 
in  the  US  devoted  solely  to 
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e  auto  magnification.  Which  allows  the  450Z,  with  its  automatic 
lent  feeder,  to  take  a  stack  of  different  size  originals  and  automat- 
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o  magnification,  ask  your  dealer  about 
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ith  make  copies  that  are  out  of  this  world. 


all  your  Minolta  dealer  for  a  demonstration, 
in  the  Yellow  Pages  under  the  Minolta 
mark.  Or  call  toll  free  800-526-5256. 
:w  Jersey  call  201-342-6707. 


MINOLTA 


I  

□  Please  have  my  dealer  contact  me  for 
a  demonstration  of  the  new  Minolta 
Beta  450Z 

□  Please  send  me  more  information 


Name- 
Title— 


Company. 
Address— 


-State- 


-Telephone. 


City  

Zip  

Mail  to  Minolta  Corporation 
Business  Equipment  Division 
101  Williams  Drive 
Ramsey.  N  |  07446. 

g  1983  Minolta  Corporation 
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New  IBM  software 

brings 
full  computer  power 

to  your  desk. 


New  IBM  hardware 

brings 
the  price  within 
your  reach. 


Now  you  can  do  more  at  your 
desk  more  easily  and  at  lower  cost 
than  ever  before.  IBM  just  intro- 
duced a  wide  range  of  products: 
new  easy-to-use  software,  new 
personal  computers  and  new  mid- 
range  processors. 

Economical  New  Processors 

IBM's  new  4361  and  4381 put 
power  at  your  fingertips  at  a  cost 
that  fits  a  department-sized 
budget.  YouYL  have  the  power  and 
economy  of  a  large  system  and  the 
convenience  of  a  small  one.  So 
you  can  dedicate  an  entire  system 
to  the  needs  of  one  department. 

Smarter  Workstations 

The  new  IBM  3270  Personal 
Computer  and  the  Personal  Com- 
puter XT/370  provide  a  wide  array 
□f  functions  for  you  and  all  your 
professionals.  . 

They  let  you  use  the  company 
computer  and  handle  your  desktop 
computing  at  the  same  terminal, 
Dften  at  the  same  time. 

Easy  Software  to  Use 

There's  new  IBM  software  that 
:alks  in  language  you  can  under- 


stand, not  computerese.  It  lets  you 
retrieve  information  from  your 
computer  files  and  sort  it  any  way 
you  like,  to  help  you  perform  your 
important  business  and  financial 
planning  tasks. 

What's  more,  you  can  create 
or  change  reports  and  produce 
effective  graphic  presentations 
on  your  own. 

Systems  for  Professionals 

These  IBM  systems  are  ideal 
for  business  professionals.  And 
scientists  and  engineers  will  find 
a  new  software  package  tailor- 
made  for  them. 

Data  processing  professionals 
will  also  find  new  tools  to  help 
them  meet  your  needs  faster. 

More  Credit  Options 

It  s  easier  than  ever  to  acquire 
the  new  processors.  Flexible 
financial  offerings  including 
three-,  four-,  and  five-year  leases 
are  available  through  the  IBM 
Credit  Corporation. 

To  find  out  all  the  things  you'll 
be  able  to  do  without  moving  from 
your  desk,  just  call  your  local 
IBM  representative.  —  —  • 
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The  year  in  perspective 

Why  does  Forbes  do  its  Annual  Report  on  American  Industry  in  early 
January — when  full-year  figures  are  not  yet  available?  Why  not  wait 
until  April,  when  the  audited  numbers  are  in?  It's  a  fair  question: 
Measuring  the  previous  year's  corporate  performance  in  January  as  we 
do  and  lacking  latest  fourth-quarter  numbers,  we  must  substitute 
fourth-quarter  data  from  the  preceding  year. 

Nevertheless,  the  start  of  the  new  year  is  an  ideal  time  to  take  the 
measure  of  corporate  performance,  and  our  jumping  the  gun  doesn't 
cause  significant  distortion.  Here's  why:  The  Forbes  Annual  Report 
takes  a  longer  view  than  do  the  statistical  directories  that  we  and 
Fortune  and  Business  Week  publish  in  early  spring.  Those  directories  are 
simply  one-year  comparisons.  But  in  this  issue  we  measure  five-  and 
ten-year  sweeps;  the  displacement  of  one  quarter  isn't  all  that  serious. 

This,  our  36th  Annual  Report  on  American  Industry,  hits  the  mails 
at  a  time  of  soul-searching  by  American  business.  Thoughtful  manag- 
ers are  asking:  Aren't  we  being  hurt  by  having  such  short  horizons,  by 
worrying  about  quarterly  results  and  annual  comparisons?  Shouldn't 
we  be  managing  and  investing  for  longer-term  results?  Yes,  and  that's 
why  our  Annual  Report,  edited  this  year  by  Assistant  Managing 
Editor  Geoffrey  Smith,  offers  not  raw  numbers  but  statistically  based, 
long-range  judgments  on  1,008  companies. 
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A  matter  of  taste 

We'll  start  the  new  year  by  admitting  that  we  commit  our  share  of 
lapses  in  taste.  In  the  issue  of  Sept.  26  we  made  some  unflattering 
comments  about  Zimmer  Corp.'s  Golden  Spirit  automobile.  On  sober 
reflection,  the  criticism  was  a  bit  heavy-handed.  The  Golden  Spirit  is 
no  performance  car,  but  then  it  isn't  sold  as  one,  only  as  a  luxurious 
piece  of  nostalgia.  The  car  may  not  be  to  everybody's  taste  but  clearly 
pleases  some.  Editorial  resolution  for  1984:  to  continue  being  blunt 
and  outspoken  while  avoiding  being  strident  and  unfair. 

Full  disclosure  department 

In  this  issue  Malcolm  S.  Forbes  Jr.  makes  his  annual  economic 
predictions.  It's  certainly  fair  to  ask:  How  did  the  predictions  Steve 
made  last  year  turn  out?  Well  enough  to  earn  Steve  his  third  Crystal 
Owl,  an  award  given  each  year  to  the  business  writer  whose  entries  in 
a  contest  sponsored  by  U.S.  Steel  Corp.  come  nearest  to  the  mark. 
Steve  was  close  on  the  stock  market — always  a  tough  call.  He  predict- 
ed that  the  GNP  would  be  at  an  annual  rate  of  $3,375  billion  in  the 
third  quarter  of  1983;  he  was  off  by  less  than  one-half  of  1%.  He  was 
close,  too,  on  auto  production,  petroleum  drilling  activity  and  the 
inflation  rate  as  of  the  third  quarter.  Interest  rates?  This  was  Steve's 
weakest  prediction.  When  he  made  his  forecast  last  December,  the 
prime  rate  was  at  about  11%;  Steve  said  it  would  be  7.5%  by  the  end  of 
1983.  As  it  turns  out,  the  prime  rate  scarcely  budged.  Why  was  he  so 
far  off  on  this  one  while  so  close  on  the  others?  Says  Steve  with  a 
wink:  "I  guess  Paul  Volcker  decided  not  to  take  my  advice."  Will 
Volcker  cross  Steve  again  this  year?  See  Fact  and  Comment  II,  page  31. 
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Get  Our 
Outlook 

Now. 

Standard  &  Poor's  has  been  working  for  Wall  Street 

for  over  120  years. 
Now  we'd  like  to  work  for  you  for  the  next  3  months 

Through  our  weekly  "Outlook," 
we  have  shared,  with  the  Investment 
community,  our  insights  into  in- 
dustry trends,  market  move- 
ments, stock  and  bond  develop- 
ments and  the  economy. 

Now  we  invite  you  to  get  the 
same  serious,  timely,  useful  answers 
'  to  investment  and  financial  questions, 
through  a  3-month  trial  subscription 
j  to  "The  Outlook." 

If  you  have  never  seen  "The  Out- 
look," prepare  to  be  pleasantly  surprised. 

Besides  being  one  of  the  world's  lead 
ing  publishers  of  financial  information, 
Standard  &  Poor's  also  issues  one  of  the 
I  most  readable  market  periodicals. 

Eminently  quotable,  its  observations  are  the 

i  sum  total  of  the  thinking  of  an  army  of  gifted 
I  analysts,  editors,  researchers  and  economists. 

We  give  you  food  for  thought,  stripped 

;of  gristle  or  fat.  You'll  learn  about  dozens  of 

ispecific  stocks  that  we  have  targeted  on.  And 

iwhy.  You'll  get  advice  you  can  use  at  once  — or 

|  ponder,  if  you  wish. 

You'll  find  "The  Outlook"  to  be  a  decidedly 

I  useful  worktool.  You're  invited  to  keep  tabs  on 
your  own  investment  performance  during  your 
3-month  trial  subscription.  And  note  which  of  our 

; specific  "Best  Buy"  recommendations  may  have  either 

■  made  (or  lost)  money  for  you.  And  judge  the  precise 

ii  value  to  your  portfolio  of  a  host  of  regular  features: 
"Recommended  General  Market  Policy". .  ."Market  by 
Market  Comparisons".  .  .  "Foundation  Stocks  for 

I  Longer  Term  Gain". .  ."Stocks  with  Promising  Growth 
,'  Prospects". .  ."Liberal  Income  with  Inflation  Protection" 
>  high  yielders.  . .  and  "How  They  Look  Six  Months  Later" 
:  updates. 

Then,  in  3  months  time,  rate  Standard  &  Poor's  perform- 
ance for  yourself.  Have  we  done  well  by  you?  We  think  we 
will,  and  that  you'll  rely  on  us  for  many  more  years  to  come 
The  same  way  Wall  Street  has. 

Take  us  up  on  our  trial  offer  today.  After  all,  who  knows 
more  than  Standard  &  Poor's  about  equity  and  income 
investments? 


BONUS:  S&P's  STOCK  MARKET  ENCYCLOPEDIA  (A  $29.95  VALUE) 

Standard  &  Poor's  has  lavished  thousands  upon 
thousands  of  dollars  into  the  research  that's  built 
this  extraordinary  financial  source  book.  You  get 
tens  of  thousands  of  investment-oriented  facts 
about  the  widely  traded  common  stocks  in  the 
famous  S&P  500  Index.  Hundreds  of  charts  and 
financial  statistics.  Earnings  and  dividend  data. 
Company  profiles.  Assets,  liabilities,  capitaliza- 
tion. Vital  information  designed  to  help  you 
make  investment  — and  business  — decisions 
profitably.  All  written  to  be  easily  understood 
by  experienced  and  novice  investors  alike. 
EXCLUSIVE:  Unlike  other  publications,  the 
Encyclopedia  is  organized  to  help  you  find  what 
you're  looking  for -in  a  jiffy.  Take  the  $29.95 
Encyclopedia  as  your  Bonus  with  your  trial  offer 
to  THE  OUTLOOK. 


MAIL  COUPON  OR  CALL  TOLL-FREE  TODAY. 
1-800452-5200  Ext  7 
Nj:  1-800-442-1300  Ext  7 
Charge  to  any  major  credit  card. 


STANDARD  &  POOR'S  CORPORATION 

25  Broadway,  New  York,  N  Y.  10004 


AK4-F001 


□  Please  enter  my  tax-deductible  3-month 
Trial  Subscription  to  THE  OUTLOOK  at 
only  $29.95.  Include  the  $29.95  bonus  copy 
of  the  S&P  500  STOCK  MARKET  EN- 
CYCLOPEDIA at  no  extra  cost,  which  is 
mine  to  keep,  even  if  I  should  cancel  my 
subscription. 


□  I'm  convinced  and  don't  want  to  risk 
interruption  of  service,  so  enroll  me 
for  1  year  (48  issues)  for  only  $185.  and 
in  addition  to  the  ENCYCLOPEDIA 
also  send  me  the  latest  S&P  STOCK 
GUIDE  (A  $8.35  value)  at  no  added 
cost. 


CANCELLATION  GUARANTEE.  I  may  cancel  at  any  time  and  receive  a  full  refund 
on  the  unused  portion  of  my  subscription,  keeping  all  bonuses. 

FOR  THE  FASTEST  SERVICE,  CREDIT  CARD  HOLDERS  CALL  TOLL-FREE 
1  800-852-5200,  Ext.  7,  24  hours,  7  Days  A  Week.  In  New  jersey:  1-800-442-1300,  Ext.  7 

Name  (Print)  

Address  

City  


-State. 


.Zip. 


□  Payment  enclosed       □  Bill  me 

□  I  prefer  to  charge  to:  □  American  Express   □  MasterCard    □  VISA    □  Diners  Club 

Account  #  Expires  

Signature  

You  will  be  billed  for  applicable  sales  tax.  Trial  Offer  Is  Available  Only  Once  Every  2  Years 
To  Any  Household.  No  Assignment  Of  This  Agreement  Without  Subscriber's  Consent 
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Edited  by  John  A.  Conway 


More  for  less 

Part-time  help  has  for  years  been  a 
way  of  life  in  the  banking  business.  At 
the  Provident  Bank  of  Cincinnati,  for 
example,  15%  of  the  tellers  were  part- 
timers.  But  with  the  advent  of  auto- 
matic teller  machines  at  Provident  in 
1977  and  their  phenomenal  growth 
during  the  past  three  years,  the  bank 
needed  more  and  more  part-timers. 
That  was  a  problem.  "A  lot  of  people 
simply  won't  work  for  $4  or  $5  an 
hour,"  says  Provident's  di- 
rector of  personnel,  Stuart 
Mahlin.  Also,  he  says, 
many  part-timers  keep 
hunting  full-time  jobs,  so 
turnover  is  very  high  and  so 
are  hiring  and  training 
costs.  So  the  Provident 
made  a  radical  move;  it  de- 
cided to  pay  part-timers 
more  money  for  less  work. 
A  "Peak  Time  Pay"  teller, 
for  example,  gets  $8.72  an 
hour  for  four  hours  three 
days  a  week,  and  $9.39  an 
hour  for  three  hours  three 
days  a  week.  The  result? 

Provident  has  cut  90,000   

working  hours  at  30  branches,  avoid- 
ed laying  off  40  full-timers,  lowered 
costs  and  completely  changed  its  ap- 
plicant base.  "We  have  more  men,  and 
people  in  their  30s,  40s  and  50s  in- 
stead of  20s,"  says  Mahlin,  "and  they 
are  from  a  much  different  social,  eco- 
nomic and  educational  background." 
Since  "Peak  Time"  was  put  into  place 
eight  months  ago,  the  bank  has  had  no 
part-time  turnover  and  almost  no  ab- 
senteeism. The  program  has  been  so 
successful,  in  fact,  that  about  450  oth- 
er banks  and  S&Ls  are  asking  the 
Provident  how  to  set  up  their  own 
peak-time  programs. 

Wall  Street  in  focus 

Financial  reporters  may  have  given  a 
distorted  picture  of  how  Wall  Street's 
brokerage  houses  fared  during  the  last 
quarter.  By  and  large,  the  results  cited 
were  poor.  Robert  Linton,  chairman 
of  Drexel  Burnham  Lambert,  thinks 
this  was  because  the  press,  under- 
standably, relied  on  published  results 
for  the  publicly  owned  firms.  These 
include  the  big  wire  houses,  whose 
business  is  skewed  toward  retail 
stock  trading,  an  area  where  rising 
costs  were  a  major  factor.  Private 
firms  like  his  own,  Linton  says,  might 
have  changed  the  picture.  Drexel 
Burnham 's  revenues,  for  instance,  had 


a  roaring  third  quarter,  and  he  predicts 
that  1983  results  will  show  a  volume 
of  $1.1  billion  to  $1.2  billion,  up  75% 
over  1982. 

Surgical  makeup 

Women  who  have  dreamed  of  never 
needing  makeup  need  dream  no  long- 
er. Dr.  Giora  G.  Angres,  a  Las  Vegas 
cosmetic  surgeon  and  ophthalmol- 
ogist, has  developed  a  way  to  implant 
an  almost  permanent  eyeliner,  a  tech- 


Before-and-after  eyes 
Only  her  doctor  knows  for  sure. 


nique  he  recently  described  at  the 
American  Academy  of  Ophthalmol- 
ogy in  Chicago.  Using  microsurgery, 
Angres  implants  tiny  dots  of  semiper- 
manent gray  or  brown  pigments  into 
the  patient's  skin  at  the  base  of  the 
eyelashes  and  between  each  lash.  The 
result,  he  says,  is  the  appearance  of  an 
eye  with  liner  and  mascara,  but  one 
that  will  need  no  makeup  for  eight  to 
ten  years.  "My  practice  is  primarily 
geriatric,"  explains  Dr.  Angres,  "and 
my  main  volume  is  in  cataracts  and 
eye  implants."  He  developed  his  $800 
procedure  over  three  years  for  pa- 
tients who  could  not  see  to  put  on 
makeup.  The  first  year,  he  says,  he 
treated  150  elderly  women.  "The  next 
thing  I  knew,  their  granddaughters 
were  coming  in."  Angres  says  the  Per- 
maLid-Liner  is  also  good  for  contact 
lens  wearers.  He  figures  30  million 
American  women  can't  wear  makeup 
because  they  can't  see  or  have  arthri- 
tis or  allergies.  Now,  he  is  training 
other  surgeons  and  ophthalmologists. 

An  airline  dilemma 

The  world's  airlines  are  growing  con- 
cerned about  the  increasing  number 
of  countries  that  stop  them  from  tak- 
ing currency  out  for  tickets  or  freight 
billed  within  their  borders.  The  total 
is  now  around  $790  million,  roughly 


equal  to  the  1983  net  loss  for  the 
members  of  international  airlines' 
cartel,  LATA.  Although  that  is  not  as 
bad  as  they  feared — earlier  in  1983 
industry  sources  thought  the  total 
might  exceed  $1  billion — the  underly- 
ing problem,  they  say,  is  getting 
worse.  Four  key  parts  of  the  world 
freeze  airline  assets  this  way.  Africa  is 
the  worst,  with  over  $300  million 
blocked,  $130  million  of  it  in  Nigeria. 
The  Middle  East  blocks  $200  million 
(Egypt  heads  the  list  with  $72  mil- 
lion). Asia  and  the  Pacific 
(India,  Pakistan  and  Bangla- 
desh) have  locked  up 
around  $30  million.  But 
most  worrying  for  the  air- 
lines is  that  near-bankrupt 
Latin  America  has  joined 
in,  with  over  $240  million 
already  blocked  there.  Bar- 
ter deals  with  other  compa- 
nies spending  in  those 
countries  sometimes  helps 
cut  the  burden.  Pressure  on 
governments  also  would 
help,  but  is  hard  to  achieve. 
When  suitable  cases  come 
up,  one  or  more  of  the  air- 
lines is  in  the  middle  of 


some  delicate  negotiation  and  doesn't 
want  to  offend  the  locals.  That's  why 
Western  governments  have  never  for- 
mally protested  the  practice. 

Where  are  cable  TV  ads? 

National  advertisers  have  not  tuned 
in  their  checkbooks  to  cable  televi- 
sion in  quantity  (seep.  240)  because  its 
audience  is  not  yet  national,  says  Kir- 
sten  Beck,  author  of  Cultivating  the 
Wasteland,  a  new  book  on  cable  pub- 
lished by  the  American  Council  on 
the  Arts.  Its  day  will  come,  she  says, 
but  not  until  big  cities  without  cable 
like  Chicago,  Washington,  Detroit, 
Philadelphia  and  parts  of  Los  Angeles 
are  wired  up.  Historically,  author 
Beck  says,  advertisers  aired  nationally 
through  network  TV,  supplementing 
that  more  recently  with  the  indepen- 
dent nets.  Cable  is  much  cheaper — 
during  the  1982-83  season  30  seconds 
on  60  Minutes  cost  $200,000,  com- 
pared, with  $500  to  $1,500  on  the 
ARTS  cable  net.  But  with  a  fragment- 
ed audience  and  without  the  Arbitron 
or  Nielsen  measurements  that  are 
Madison  Avenue's  benchmarks,  cable 
can't  realize  its  full  potential.  To  go 
off  networks,  Beck  says,  "Advertisers 
will  have  to  learn  the  entire  cable 
field,  the  demographics,  and  it  is  real- 
ly very  hard."  The  urban  centers 
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A  free  ride  cm 
Oantas  and  TWV? 


Nothing's 

The  Frequent  Flight  Bonus  Program. 

Latest  in  a  long  line  of  cheap  stunts  to  lure 
business  travelers  to  Australia.  And  louse  up  my 
peace  and  quiet. 

Qantas  has  joined  with  TWA  (an  airline 
that  should  know  better)  to  offer  free  discounts. 
And  free  2-for-l  tickets.  Trips  to  places  like 
New  York,  London,  Paris,  Rome,  Athens,Tahiti 
and  (unfortunately)  Australia  and  The  Great 
Barrier  Reef. 

Even  free  round-the-world  First  Class 
tickets  for  two! 

What  the  fine  print  doesn't  tell  you  is  that 
they  won't  pay  a  cent  toward  your  passport. 
Or  that  suit  you  want  tailored  on  Saville  Row. 
Or  the  opals  you  can't  resist  in  Australia.  Or 
that  side  trip  to  the  Greek  Islands. 

So  before  you  jump  willy-nilly  into  this 
Frequent  Flight  Bonus  Program,  nick  up 
an  application  at  any  Qantas  or  TWA  office 
and  read  it.  Every  word.  Every  detail. 

You'll  probably  decide-as  I  have- 
to  give  both  airlines  the  big 
thumbs  down. 

Koalas  Against 
Oantas  and  TWA. 


The  Australian  Airline. 


Qantas  and  TWA  Frequent  Flight  Bonus  Program. 
You  earn  credit  for  every  mile  you  fly  anywhere  on  the  worldwide 
route  networks  of  Qantas  and  TWA.  This  program 
available  only  to  U.S.  residents. 


If  You're 
Not  Getting  All 
Fhese  Shipping  Benefits/ 

You're  Not  Getting 
Thoroughbred 
Service. 


'lore  than  a  year  ago,  two  great 
lilroads,  Norfolk  and  Western, 
nd  Southern,  got  together  as 
ubsidiaries  of  Norfolk  Southern 
Corporation. 

At  that  time,  we  made  a  com- 
litment  to  our  customers.  We 
ledged  to  give  shippers  what 
le  rest  of  the  industry  offers, 
nd  more  —  a  fair  rate  structure, 
le  best  equipment,  and  the 
ind  of  service  no  other  railroad 
an  offer— Thoroughbred 
ervice. 

Today,  we  believe  we  live  up 
o  that  commitment.  Other  rail- 
Dads  can  offer  shippers  some  of 
le  advantages  of  our  service, 
ut  none  can  offer  all  of  them. 
•  This  service  is  based  on  our 
ifety  record,  our  low  damage 
aims  record, and our'exclusives." 

THOROUGHBRED  SERVICE 

ONLY  NORFOLK  SOUTHERN  HAS  IT.  NOTHING  ON  RAILS  CAN  MATCH  IT. 


NORFOLK 
SOUTHERN 


The 

Thoroughbred 


Only  Norfolk  Southern  has 
Thoroughbred  Service.  Nothing 
on  rails  can  match  it. 

THOROUGHBRED  SERVICE 

1 .  Consolidated  sales  force, 
single-system  service. 
With  our  consolidated  sales 
force,  you  deal  with  one  rail- 
road system,  get  single-system 
service,  communicate  with  one 
representative.  We  speak  with 
one  voice.  No  double  talk. 

2.  World's  fastest,  largest  coal 
transshipment  facility. 
Our  Pier  6  in  Norfolk.  Only 
pier  capable  of  handling  16,000 
tons  of  coal  an  hour. 

3.  Best  damage  claims  ratio  in 
the  East. 

Association  of  American 
Railroads  statistics  for  1 982 


show  that  Norfolk  Southern's 
ratio  of  damage  claims  to  reve- 
nue was  the  lowest  of  any 
major  Eastern  railroad. 
4.  Outstanding  safety  record 
among  Class  1  railroads. 
Norfolk  Southern's  subsidiary 
railroads,  between  them,  have 
won  the  Dow  Safety  Award 
five  times  for  expert  handling 
of  chemicals  and  the  coveted 
Harriman  Safety  Award  three 
times  in  the  last  five  years. 
Lowest  ratio  of  derailments  to 
train  miles  among  major  East- 
ern railroads,  latest  Depart- 
ment of  Transportation  statistics 
show. 

For  more  information  on  how 
Thoroughbred  Service  works  to 
your  advantage,  call  any  of  Nor- 
folk Southern's  85  sales  offices. 


©1983.  Norfolk  Southern  Corporation,  P.O.  Box  3609,  Norfolk.  Vs.  23514-3609. 
Norfolk  and  Western  Railway  Company  and  Southern  Railway  Company  are  subsidiaries  of  Norfolk  Southern  Corporation. 
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are  the  key.  "You're  going  to  find  a 
real  change  in  ad  sales  patterns  as  the 
subscribers  in  the  big  cities  go  up," 
Beck  says. 


Priorities,  priorities 


Russia  's  new  pipeline  to  the  West 
First  things  first,  comrade. 


Despite  Moscow's  desperate  shortage 
of  housing,  recent  visitors  have  been 
struck  by  the  number  of  half-finished 
construction  sites  standing  un- 
manned and  abandoned.  The  explana- 
tion, according  to  private  (and  thus 
usually  reliable)  sources:  The  crews 
on  those  sites  have  been  hustled  off  to 
work  on  the  big  Soviet  gas  pipeline  to 
Western  Europe. 


Man  in  the  middle 

Thorne  Auchter,  head  of  the  Occupa- 
tional Safety  &  Health  Administra- 
tion (OSHA),  must  be  doing  some- 
thing right:  Everybody  hates  him, 
from  the  labor  unions  to  the  U.S. 
Chamber  of  Commerce.  The  AFL- 
CIO  calls  his  enforcement  of  job  safe- 
ty rules  a  disaster,  even  though  injur- 
ies and  illnesses,  according  to  the  Bu- 
reau of  Labor  Statistics,  are  down 
from  8.3  per  100  full-time  workers  in 
1981  to  7.7  in  1982.  "In  manufactur- 
ing alone,"  Auchter  says,  "where  we 
have  targeted  a  high  percentage  of  in- 
spections, injuries  have  dropped  al- 
most 20%  in  two  years."  Bert  Seid- 
man,  the  AFL-CIO  safety  director, 
says  this  has  more  to  do  with  unem- 
ployment than  with  OSHA.  But  only 
about  a  sixth  of  the  decline  in  the 
injury  rate,  the  BLS  says,  is  due  to 
fewer  hours  worked  in  high-risk  in- 


dustries. (The  BLS  can't  explain  the 
decline,  saying  it  does  not  measure 
factors  like  regulations,  safety  pro- 
grams and  the  like.)  The  unions  insist 
that  stricter  inspections  and  penalties 
are  needed.  Auchter  is  increasing  rou- 
tine inspections  but  trying  to  stay  out 
of  court  and  relying  on  industry  coop- 
eration. Last  summer  the  U.S.  Cham- 
ber of  Commerce  complained  that  he 
was  reverting  to  a  hard  line  on  hazards 
like  asbestos,  benzene  and  lead.  Since 
then,  a  Ralph  Nader  group  has  at- 
tacked OSHA  for  "bureaucratic  sur- 
render" to  corporate  views. 


Bob  Cratchit  lives 

Boom  or  bust,  the  poor  will  be  with  us 
always,  says  a  new  report  by  the  Na- 
tional Planning  Association  in  Wash- 
ington, D.C.  In  1979,  says  Daniel 
Saks,  the  Vanderbilt  University  pro- 
fessor who  wrote  the  study,  4  million 
Americans  were  only  occasionally 
employed  and  another  7  million  were 
working  for  poverty-level  wages.  And 
that  was  before  the  worst  of  the  reces- 
sion. Even  in  a  recovery,  says  Saks, 
millions  of  Americans  will  remain  in 
this  situation  because  of  the  changing 
economy.  Worst  off,  he  says,  are  the 
young,  those  adults  whose  jobs  in 
older,  shrinking  parts  of  the  economy 
have  disappeared,  and  older  workers, 
many  of  them  with  health  problems. 
"The  message  of  this  report  is  dismal- 
ly clear,"  Saks  says.  "The  extent  and 
severity  of  labor  market  distress  will 
probably  increase  over  the  1980s." 


Uncle  Sam's  oil 

The  Congress,  ever  ready  to  spring  at 
the  slightest  suspicion  of  government 
waste,  drew  a  bead  in  December  1982 
on  the  Executive  Department's  pur- 
chases of  oil  for  the  strategic  petro- 
leum reserve  being  pumped  into  those 
salt  domes  in  Louisiana.  When  a 
House  subcommittee  charged  that 
the  government  had  paid  $1.6  billion 
more  for  150  million  barrels  of  oil 
than  it  had  to,  the  Congress  loosed  its 
watchdogs  at  the  Government  Ac- 
counting Office.  After  a  21 -page  re- 
port, the  GAO  concluded  that,  far 
from  paying  more  for  oil,  the  govern- 
ment paid  about  the  same  as  the  oil 
companies.  For  the  150  million  bar- 
rels added  to  the  strategic  reserves 
during  1981  and  1982  (there  were  352 
million  barrels  stored  as  of  last  Au- 
gust), a  GAO  director, } .  Dexter  Peach, 
told  the  Congress,  Uncle  Sam  spent  6 
cents  to  16  cents  more  per  barrel  than 
the  average  oil  company.  "When  you 
get  down  to  a  16-cent-per-barrel  dif- 
ferential on  oil  priced  at  $32  a  barrel, 


that's  pretty  minimal,"  a  GAO 
spokesman  notes.  If  the  U.S.  had  paid 
oil  company  prices,  the  GAO  found,  it 
would  have  saved  less  than  0.5%  on 
the  whole  deal.  Next  case. 


All  aboard  for  Kansas  City 

Deregulation  is  making  Kansas  City 
an  airline  "hub."  Last  month  Eastern 
Air  Lines,  which  had  been  flying  3 
daily  flights  out  of  the  city,  increased 
that  number  to  34.  TWA,  which  has 
considered  that  part  of  the  Midwest 
its  own — its  maintenance  base  is  at 
Kansas  City,  its  big  hub  at  St.  Louis — 
responded  by  stepping  up  its  frequen- 
cy in  Kansas  City  from  20  to  30 
flights.  Meanwhile,  World  Airways, 
which  had  once  tried  for  the  big  bucks 
on  the  transatlantic  charter  run,  ze- 
roed in  on  Kansas  City  as  a  new 
source  of  heartland  revenues.  World 
has  started  a  hub  operation  there,  con- 
necting with  Air  Midwest  flights  on  a 
joint  $269  round-trip  fare  to  either 
coast.  Everything's  up  to  date  in  Kan- 
sas City. 


Trouble  in  paradise 

General  Motors  has  run  into  some 
growing  pains  with  its  "quality  of 
work  life"  programs,  arrangements 
inspired  by  Japan,  where  workers  and 
managers  meet  to  share  decision 
making  and  problem-solving.  Three 
locals  of  the  United  Auto  Workers, 
including  one  at  the  big  bus  and  truck 
plant  in  Pontiac,  Mich.,  were  voting 
to  pull  out  of  the  process.  Both  UAW 
President  Donald  Ephlin  and  GM 
Chairman  Roger  Smith  have  publicly 
deplored  the  actions,  and  the  union 
head  is  urging  the  local  workers  to 
reconsider.  The  blame,  both  men  ad- 
mit, must  be  shared.  In  some  cases 
local  managers  imposed  the  plan 
without  consulting  the  union;  in  oth- 
ers, Smith  said,  it  was  being  used  to 
get  more  work  from  employees  or  as  a 
substitute  for  regular  labor  negotia- 
tions. Ephlin  said  locals  should  not 
pull  out  to  protest  plant  closings  or 
other  problems.  Despite  these  squab- 
bles, however,  the  idea  seems  to  be 
working.  Pontiac  General  Manager 
William  Hoglund,  for  example,  thinks 
these  programs  (parts  of  which  are 
now  in  the  UAW  contract)  are  a 
"means  of  operating  in  a  business  en- 
vironment." He  grants  the  difficul- 
ties: "You  can't  expect  management 
to  change  50  years  of  style  overnight. 
Ditto  for  labor."  Ford,  which  has  a 
similar  program  (it  calls  it  "employee 
involvement"),  has  not  had  any  of  its 
UAW  locals  drop  out. 
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AT  LAST,  A  COPYCENT 
THAT  DOESN'T  TAKE  U 
AN  ENTIRE  ROOM. 


The  Sharp  SF-900  is  the  first  copycenter  for  those 
/ho  thought  they  didn't  have  the  room  or  couldn't 
fford  one. 

Its  compact  size  doesn't  require  a  big  room.  In  fact,  the 
F-900  doesn't  require  a  room  at  all.  It  fits  easily  in  a 
allway,  or  tucked  away  in  a  corner. 

But  don't  let  size  fool  you.  When  it  comes  to  perform- 
nce,  the  SF-900  is  every  inch  a  big  copycenter.  It's  fast.  It 
ives  you  40  copies  per  minute.  It  has  3  different  reduction 
lodes  to  bring  big  jobs  like  computer  and  accounting 
leets  down  to  size.  And  an  enlargement  mode  to  bring 
lose  small  documents  up  to  size.  And  to  keep  big  reports 
•om  becoming  big  headaches,  there's  the  optional  auto- 
latic  document  feeder  and  sorter. 

But  space  isn't  the  only  thing  our  SF-900  can  save  you. 
lS  you'll  discover  when  you  go  to  buy  one,  it  also  has 
compact  price. 

So  whether  you're  a  big  company  trying  to 


save  space,  or  a  small  company  trying  to  create  space,  look 
into  the  compact,  affordable  SF-900.  It  can  handle  all  the 
work  of  a  copycenter  without  taking  up  all  the  room. 

For  more  information,  call  toll-free  800-447-4700.  Or 
just  mail  in  the  coupon. 

Sharp  Electronics  Corp.,  P.O.  Box  204 
Wayne,  NJ  07470 

□  Please  send  me  more  information 
about  Sharp's  new  SF-900. 

□  Please  set  up  a  demonstration. 

Name  

Title  

Company  

Street  

City  

Phone  


.  State  _ 


.  Zip- 


(Area  Code) 
Dept.  C-F-l-2-4 

Sharp  Electronics  Corp.,  Paramus,  NJ  07652 


GS-OOS-63055 


FROM  SHARP  MINDS 

iarp  Electronics  Corp.,  10  Sharp  Plaza,  Paramus,  N]  07652  COME  SHARP  PRODUCTS 


Follow-Through 


Edited  by  John  A.  Conway 


McVeggie  burgers? 

Animal  lovers  bared  their  teeth  when 
Burger  King  added  veal  to  its  menu 
three  years  ago,  and  a  20-group  coali- 
tion— including  the  New  England 
Anti-Vivisection  Society,  Fund  for 
Animals,  American  Vegetarians  and 
the  like — began  picketing  the  chain. 
Eating  veal  was  cruel  because  calves 
were  mistreated  in  producing  it,  they 
said.  They  were  behind  a  45%  drop  in 
the  chain's  veal  sales  in  1982,  accord- 


in 


Beef  cattle  in  pasture 

So  how  will  the  meat-eaters  vote? 

ing  to  Nellie  Shriver  of  the  American 
Vegetarians.  A  Burger  King  spokes- 
man insisted  the  boycott  had  "abso- 
lutely no  effect  on  our  business  or 
what  we're  doing,"  noting  that  veal 
was  still  sold  in  900-odd  Burger  King 
stores  (Trends,  Jan.  3,  1983). 

Now  the  boycotters  have  a  new  tar- 
get, McDonald's,  and  a  new  objective: 
a  vegetable  burger  on  the  menu.  The 
antimeat-eaters  say  they  are  already 
picketing  McDonald's  in  12  cities,  in- 
cluding Washington,  D.C.  and  New 
York,  and  they  are  talking  with 
church  groups  and  the  United  Food 
and  Commercial  Workers  Union  to 
get  additional  support.  McDonald's 
apparently  has  no  intention  of  doing 
anything.  "We  have  other  products  in 
the  line — chicken  and  fish  and  salad 
bars  are  being  tested,"  says  spokes- 
man Steve  Leroy,  and  it  is  not  feasible 
to  have  a  nut,  soy  or  veggie  burger  on 
the  menu. 

The  Vegetarians'  Nellie  Shriver 
says  the  target  shifted  because  Burger 
King  has  now  dropped  veal  from  90% 
of  its  stores.  Burger  King's  communi- 
cations manager,  John  Weir,  still  in- 


sists the  protest  had  no  effect,  saying, 
"This  is  one  lady  with  a  mimeograph 
machine."  Told  of  the  shift  to  a  rival, 
he  said,  with  audible  relief:  "Maybe 
it's  McDonald's  year." 

The  rag  trade  shuffle 

Once  upon  a  time,  Puritan  Fashions 
Corp.  made  a  living  from  low-priced 
dresses  for  what  Madison  Avenue 
calls  "the  masses  with  fat  asses."  But 
1977  Puritan's  flamboyant  presi- 
dent, the  late  Carl  Rosen, 
landed  a  licensing  agreement 
with  designer  Calvin  Klein, 
and  all  that  changed.  By  1981 
the  company  and  its  designer 
jeans  were  as  exciting  on 
Wall  Street  as  those  sexy 
Brooke  Shields  ads  it  ran  on 
television.  Still,  Forbes 
asked:  "How  long  can  Puri- 
tan continue  to  mint  money 
selling  those  high-fashion 
creations?"  Some  respected 
figures  on  The  Street  were 
betting  on  a  bright  future, 
others  were  aggressively  sell- 
ing short  (Feb.  15,  1982). 

Despite  the  tug-of-war,  the 
shares,  then  at  14,  were  dou- 
ble their  price  of  a  year  earli- 
er. Rosen,  at  63,  owned  11% 
of  Puritan's  stock  and  was 
very     cozy     with  Barry 

  Schwartz,    Klein's  shrewd 

business  partner.  Schwartz  could 
have  gone  after  the  overseas  market 
without  Rosen,  but,  he  told  Forbes, 
"business  with  him  was  so  good,  I 
decided  I'd  rather  have  Puritan  do  it 
and  share  the  revenues."  Still,  Puri- 
tan's growth  was  tied  to  Klein  and 
Schwartz,  who  owned  nearly  185,000 
Puritan  shares  and  did  not  rule  out 
taking  over  if  they  had  to.  The  clout 
was  obvious.  Warren  Hirsh,  whom 
Rosen  had  brought  in  as  president, 
reportedly  with  a  $7  million  contract, 
was  ousted  after  three  months  in  early 
1980  when  he  and  Klein  disagreed  on 
promotion  policy. 

But  fashion,  like  Seventh  Avenue, 
is  fickle.  When  Rosen  died  last  Au- 
gust, after  a  year  of  battling  cancer, 
Puritan's  board  named  Andrew  Ro- 
sen, his  27-year-old  son,  as  chief  ex- 
ecutive. In  October  young  Rosen  told 
analysts  Puritan  would  not  do  as  well 
in  1983  as  had  been  expected.  Sales  for 
the  third  quarter  were  up  13%,  to  $65 
million,  but  profits  dropped  62%,  to 
$772,000.  Schwartz  and  Klein  were 
not  happy.  Last  month  they  offered  to 
buy  Puritan  at  $16.50  a  share.  After 


wavering,  and  faced  with  the  threat — 
and  expense — of  battling  a  hostile 
takeover,  the  Puritan  board  agreed  in 
late  November  to  sell  out  for  $17.50 
per  share,  or  more  than  $61  million 
for  the  3.5  million  shares  of  stock 
Klein  and  Schwartz  did  not  already 
own.  They  borrowed  $105  million  for 
the  deal,  $75  million  for  the  acquisi- 
tion and  to  take  out  debt,  and  $30 
million  for  working  capital.  (New 
York's  attorney  general  moved  to  stop 
the  takeover  under  state  antitrust 
rules,  but  the  case  was  settled  and  the 
takeover  cleared.) 

"We  wanted  to  have  control  of  the 
company  that  produces  at  retail  $500 
million  worth  of  product  annually 
with  the  Calvin  Klein  name  on  it," 
explains  Schwartz.  "Up  to  this  point, 
we've  had  a  lot  of  input  in  advertising, 
and  we  design  the  product.  But  it  be- 
came a  very,  very  important  part  of 
the  overall  business,  and  we  felt  we 
could  do  a  better  job  than  the  current 
management."  Schwartz  isn't  worried 
about  the  softening  of  the  designer 
jeans  business  because,  he  says,  about 
half  of  Puritan's  $250  million  in  sales 
comes  from  other  lines,  and  Klein  is 
always  developing  new  ones.  Last 
month,  for  example,  he  began  market- 
ing women's  underwear  through  an- 


Calvin  Klein  jeans 

The  creators  take  over. 


other  outlet,  and  in  the  first  week  one 
New  York  store  alone  had  sold  18,000 
of  the  new  unmentionables. 

So,  Wall  Street  may  be  able  to  shed 
its  worries  about  Puritan.  Andrew  Ro- 
sen, meanwhile,  will  gross  $700,000 
for  his  share  in  the  company  and  can 
stay — but  not  as  president. 
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STRANGE  THINGS 
CAN  HAPPEN  WH 


you  don't  have 
the  protection 
connection; 


Frank  B.  Hall  is  The  Protection  Connection™  for  the  global  business  community. 
Our  inventiveness,  our  creativity  and  our  resourcefulness  connect  significant 
corporations,  both  large  and  small,  to  the  most  progressive  insurance  coverages. 
And  the  most  advanced  risk  management  services.  Don't  let  strange  things  happen 
to  your  hard-earned  business  assets.  Make  Frank  B.  Hall  your  Protection 
Connection™  to  the  new  world  of  corporate  insurance. 


   ,  .  rneorj 

FRANK  B.  HALL&  CQ  ®  & 

The  Protection  Connection  is  a  trademark  and  services  mark  of  Hallways  Advertising,  Inc.  Copyright  ©  Hallways  Advertising,  Inc.,  1983  All  rights  reserved. 


tection 
nneason 
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We  take  care  of  our  family, 


For  the  nearly  2,000  business  aircraft  in 
Garrett's  TFE731  fleet -together  flying 
more  than  40  million  miles  a  year— our 
support  shows  itself  in  many  ways. 
A  commitment  to 
excellence.  It's  the 
kind  of  support  which 
shows  our  dedication 
to  continuously 
increase  the 
durability  and 
reliability  of  Garrett 
engines.  For  the 
TFE731,  it  has 


The  Garrett  TFE731  family: 

Cessna  Citation  III 
Dassault  Falcon  10,  50 
Gates  Learjet  35/36,  55 
British  Aerospace  125-700,  731  HS125 
Israel  Aircraft  Westwind  I,  II,  and  Astra 
Lockheed  Jetstar  II 
731  Jetstar 

Rockwell  Sabreliner  65A 


achieved  reliability  levels  equal  to  airline 
engines  since  its  introduction.  In  addition, 
modernization  programs- including 
High  Rel-have  increased  fleet  reliability 
by  30%  in  the  last  two 
years.  And  tomorrow's 
engines  will  be  even 
better. 

Expanded  customer 
support  network.  It's 
the  kind  of  support  that 
increases  the  number 
of  Garrett  TFE731  ser- 
vice centers  to  nearly 
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50,  and  raises  th 
number  of  heavy 
maintenance  centers  to  twelve  aroun 
world.  With  seven  in  the  U.S.,  includiri 
Airwork  in  New  Jersey  and  AiResearc 
Aviation  facilities  in  Texas,  New  York, 
California,  Illinois, Georgia,  and  Garret1 
Turbine  Engine  Company  in  Arizona. 


js  international  centers 
France,  Spain,  Sweden, 
stralia,  and  Germany.  Each  center 
)vides  technical  assistance  and 
itline  service  seven  days  a  week,  24 
lurs  a  day,  and  is  backed  by  the  full 
pport  of  Garrett's  worldwide  field 
•vice  organization, 
guaranteed  Maintenance  Service 
in.  There's  also  the  support  of 
rrett's  TFE731  Maintenance  Service 
in  (MSP).  A  comprehensive  program 
it  guarantees  maintenance  costs,  the 
>P  provides  continuous  financial 


coverage  for  scheduled  and  unscheduled 
maintenance,  scheduled  inspections, 
and  engine  modernization. 
More  powerful  engines.  Finally,  it's  the 
kind  of  support  that  shows  our  commit- 
ment to  lead  the  industry  with  more 
powerful,  more  reliable,  and  ever  more 
fuel  efficient  turbofans  for  new  genera- 
tions of  aircraft.  For  example,  our  new 
TFE731-5,  already 
selected  for  the  new 


Falcon  900  and  British  Aerospace 
125/800,  is  a  quiet  4,300  lb.  thrust 
class  engine-with  an  even  lower  SFC 
than  today's  TFE731  engines. 

For  more  information,  contact: 
Garrett  Turbine  Engine  Company, 
RO.  Box  5217,  Phoenix,  AZ  85010. 
Or  call:  (602)  231-2029. 


Readers  Say 


A  Spring  Wardrobe  for  Men... 
To  Sliop  for  from  Home! 

Find  it  within  our  new  Menswear  catalog! 
Pages  and  pages  of  the  best  for  men.. .for 
dress,  for  sport,  for  the  active  life.  It's  a 
fashion  magazine,  really,  of  everything 
that's  new  and  exciting  in  menswear  this 
Spring.  Complete  the  coupon,  and  enclose 
your  check  or  money  order  for  $1.00, 

and  mail  by  lanuary  30,  1984,  to: 
Saks  Fifth  Avenue  Folio  Collections 

P.O.  Box  4133,  Dept.  1174 
Huntington  Station,  New  York  11746 

Name   

Address   

City  

State  Zip  


Congressional  hypocrisy 

Sir:  Re  "If  Congress  Decides  To  Tax 
Everyone  Else's  Perks"  (Fact  and  Com- 
ment, Dec.  5,  1983).  When  Congress 
does  decide  to  swing  the  "Fringe  Tax 
Ax,"  don't  be  surprised  or  shocked  if 
it  exempts  its  corpulent  perkish  neck. 

Congress  has  a  habit  of  exempting 
itself  from  the  same  legislation  that  it 
imposes  on  the  noncongressional 
world.  The  following  labor  laws  are 
some  of  the  more  well-known  stat- 
utes that  Congress  has  excused  itself 
from: 

The  Civil  Rights  Act 

The  Equal  Employment 
Opportunity  Act 

The  Fair  Labor  Standards  Act 

The  Equal  Pay  Act 

The  Age  Discrimination  in 
Employment  Act 

The  Occupational  Safety 
and  Health  Act 

The  National  Labor  Relations  Act. 
—John  ME.  Hasslinger  Jr. 
Cockeysville,  Md. 


Competitive  industry 

Sir:  From  where  I  sit,  the  competition 
in  this  industry  is  sufficient  and  ex- 
treme enough  around  the  world  that 
the  specter  of  ["the  recently  slain 
antitrust  dragon"]  is  not  likely  to  be 
revived  (Fact  and  Comment,  Dec.  5, 
1983). 

—John  R.  Opel 

Chairman, 

IBM 

Armonk,  NY. 


Entrepreneurial  women 

Sir:  Cheers  for  your  Nov.  21,  1983 
cover  story,  "Now  they're  not  laugh- 
ing," from  those  of  us  in  the  corporate 
jungle  who  don't  yet  have  the  courage 
of  the  women  featured  in  this  issue. 
— Barbara  Bitter 
Alton.  Ill 

Sir:  The  story  confirmed  my  conclu- 
sion that  women  must  depend  on 
their  own  resources  in  order  to  suc- 
ceed in  business. 
— Jan  McLane  Rieger 
Dallas,  Tex. 


Legalize  narcotics? 

Sir:  Your  article  "Everybody's  favor- 
ite laundryman"  (Dec.  5,  1983)  states, 


"the  U.S.  government  has  neither  the 
financial  nor  the  legal  resources  to 
quell  the  drug  trade." 

Isn't  it  about  time  we  gave  some 
careful  thought  to  repealing  the  laws 
restricting  the  use  of  narcotics?  These 
well-intentioned  laws,  similar  to  the 
18th  Amendment,  or  Volstead  Act, 
have  not  stopped  the  use  of  such  drugs 
but  have  built  up  one  of  the  most 
lucrative  industries.  Let's  manufac- 
ture and  sell  the  narcotics  under  gov- 
ernment supervision  just  as  tobacco 
and  alcohol  are  done  now. 
— George  P.  LaBorde 
Salem,  Ore. 


Great  man 

Sir:  What  a  wonderful  reminiscence 
and  perspective  of  Rowe  Price  (Nov. 
21,  1983J-  I  remember,  in  the  late  Fif- 
ties, your  article  "Small  but  agile" 
about  the  Price  Growth  Fund  which 
was  then  about  $10  million.  Rowe 
admired  your  magazine  very  much. 
Rowe  was  indeed  a  loner,  but  with  an 
irreverent  and  hilarious  sense  of  hu- 
mor. I  suspect  he  never  felt  he  was 
truly  appreciated  except  by  Forbes. 
— Gordon  P.  Baird 
Lincoln,  Mass. 


Corporate  pet 

Sir:  IC  Industries  is  not  a  "greedy 
gobbler"  (Fact  and  Comment,  Nov.  21, 
1983)-  We  did  not  get  "indigestion" 
from  our  purchase  of  Pet  Inc.  And  our 
successor  did  not  have  to  spend  a  lot 
of  time  "regurgitating  the  acquisi- 
tions." Pet's  management  is  still  in 
place  and  doing  a  superb  job. 
—W.W.  Larsen 

Senior  Vice  President,  Corporate  Affairs, 
IC  Industries,  Inc. 
Chicago,  III 


Damaging  pulse 

Sir:  Your  comment  about  the  general 
who  "plugs  in  his  electric  shaver  and 
discombobulates  all  his  miracle 
weaponry"  (Fact  and  Comment,  Nov.  7, 
1983)  is  perhaps  more  fact  than  you 
realize. 

In  1977  the  Defense  Department's 
Civil  Preparedness  Agency  stated  that 
a  medium-size  nuclear  weapon  deto- 
nated 125  miles  over  Omaha,  Nebr. 
could  generate  an  electromagnetic 
pulse  (EMP)  strong  enough  to  damage 
solid-state  electrical  circuits  through- 


FORBES,  JANUARY  2,  1984 


Forbes  Subscriber  Service 

Write:  Subscription  Service  Manager 
Forbes,  60  Fifth  Avenue 
New  York,  NY  10011 
Call:  212-620-2243 
Change  of  Address.  Please  give  six  weeks 
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out  the  entire  continental  U.S.  and  in 
parts  of  Canada  and  Mexico. 

The  Soviet  generals  have  over  8,000 
of  these  "electric  shavers." 
— Thomas  A.  Akin 
Visalia,  Calif. 


Family  resemblances 

Sir:  A  brief  feature  concerning  a  re- 
semblance between  grandmother  and 
granddaughter  caught  my  eye  (Fact 
and  Comment,  Oct.  24,  1983).  During 
an  automobile  trip,  my  daughter-in- 
law  took  this  picture  and  all  who  see 
it  remark  on  the  tremendous  family 
resemblance  between  grandson  Ryan 
and  me. 

— Milton  Podolsk)' 
Rosemont,  III. 


Deadly  precedent 

Sir:  As  a  defense  attorney,  I  think 
there  would  be  a  parallel  with  the 
present  use  of  the  deadly  herbicide 
paraquat  on  marijuana  ("I  Don't 
Know  Whose  Poisoned  Mind  In  The 
Government ..."  Fact  and  Comment, 
Oct.  10,  1983)  to  the  manufacture  and 
distribution  of  wood  alcohol  by  the 
government  during  Prohibition. 
— Brent  A.  Stubbins 
Zanesville,  Ohio 


Nonpractitioners 

Sir:  You  state  (Faces  Behind  the  Figures, 
Oct.  24,  1983)  that  "Ayco  will  do  ev- 
erything from  help  him  develop  an 
investment  plan  to  prepare  his  will 
and  income  tax  return."  We  do  not 
practice  law.  We  insist  that  the  cli- 
ent's attorney  be  involved  and  do  the 
legal  work. 
— James  E.  Conway 
President, 
Ayco  Corp. 
Albany,  N.Y. 
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Buddy  Bombard's 
Great  BaUoonAdvi 


Drift*  with  us  aboard  our  glorious  balloons  over  castles,  vineyards, 
medieval  villages,  and  rolling  countryside  in  lovely  regions  of  France  or 
Salzburg,  Austria.  Be  a  part  of  the  warm  receptions,  smiling  faces  and 
generous  hospitality  which  these  crowd-pleasing  balloons  create  on  our 
"aerial  nature  walks."  Your  adventure  will  be  enriched  by  cultural 
excursions,  superb  cuisine,  and  charming  hotels.  Discover  our  endless 
adventure,  now  in  its  eighth  year. 

Write  The  Bombard  Society,  6727  Curran  Street,  McLean,  VA  22101 
for  the  brochure  detailing  our  luxurious  adventures  from  May  to  October. 
Telephone  toll-free  (800)  862-8537,  in  Virginia  (703)  448-9407. 

The  largest  fleet  of  balloons  in  the  world. 


The  BombardSocieiy 


Oklahoma 

^  Training  for  Industry  Program 

Plentiful  energy  and  sunbelt  climate  help,  but  a  bigger  reason 
new  industry  likes  Oklahoma  is  our  best-in-the-nation  Vo-Tech 

training  program. 

Oklahoma  has  37  Vo-Tech  training  centers,  complete  with  the 
latest  equipment,  including  CNC,  for  any  large  or  small 

training  program. 

We  will  set  up  your  training  program  anywhere  in  the  state,  using 
our  instructors  or  yours.  Training  available  before  or  after 


y  employment.  Send  for  full  details. 

The  Prof  itable  Place  To  Be 


Write  in  confidence  to  Director,  Industrial  Division 
Oklahoma  Department  of  Economic  Development,  Suite  209 
.0.  Box  53424,  State  Capitol  Station,  Oklahoma  City,  OK  73152 
Phone  405/521 -2401 


ALLEGHENY  INTERNATIONAL 

SPECIAL  SKILLS  FOR  SPECIAL  NEEDS. 


j .  It's  a  fact  that  recirculated  air  in 
n  homes  and  offices  can  be  up  to 
I  three  times  dirtier  than  the  air  out- 
si  side.  But  an  Allegheny  International 
It  company  is  applying  special  skills 
b  and  technology  to  help  solve  the 
fc  problem. 


The  Oster  Electronic 


5  Air  Cleaner  fits  easily  on  a  shelf  or 
|it  table  to  help  keep  air  clean  in  homes, 
pi  offices,  sick  rooms,  laboratories  and 
k  other  enclosed  spaces. 

The  new  Oster  Electronic  Air 
if  Cleaner  uses  a  triple-filtration  sys- 
tem to  help  remove  pollutants 
b  ranging  from  dust  and  pollen  to 
fc  smoke  and  gases.  Like  the  system 
jsdesigned  and  engineered  for  U.S. 
fcNavy  submarines,  it  uses  a  me- 
Itchanical  filter  for  larger  particles 
lisuch  as  dust,  an  electrostatic  pre- 
Eripitatorfor  invisible  microscopic 
^particles  and  smoke,  and  finally,  a 
Jitchemical  filter  for  gases  and  odors. 

Other  Allegheny  International 
licompanies  are  also  using  their 
Iftechnology  to  offer  new  and  ad- 
vanced appliances,  such  as  a  new 
I  generation  of  food  processors. 


'POSITE: 

rhaps  the  purest  air  on  earth  is 
■ep  below  the  ocean's  surface  in 
S.  submarines,  where  air  must  be 
j  xxned,  freshened  and  recirculated 
c  •  weeks  at  a  stretch.  Oster  Electronic 
I  r  Cleaners  utilize  a  similar  triple- 
janing  system  to  filter  microscopic 
Mutants  and  even  gases  and  odors. 


The  Sunbeam  Professional  Food 
Processor  represents  the  state  of 
the  art  with  its  greater  power, 
expanded  capacity,  easier  opera- 
tion and  features  never  before 
offered  in  such  an  appliance. 

For  example,  electronic  controls 
that  include  "Power"  and  "Ready" 
signal  lights  for  convenience  and 
safety;  a  unique  automatic  pulsing 
action  to  prevent  over-processing; 
an  exclusive  food  conveyor  system 
with  expanded  extra-large  feed 
tube;  powerful  direct-drive  motor; 
and  cutting  and  shredding  blades 
made  of  the  finest  stainless  steel  by 
the  company  world-famous  for  its 
blades,  Wilkinson  Sword. 

Even  traditional  appliances,  such 
as  irons,  can  be 
improved  by 


More  power,  bigger 
capacity,  easier 
to  understand 
controls  and  safer 
operation  are  the 
results  of  new 
technology  in  the 
Sunbeam 
Professional 
Food  Processor. 


applying  new 
technologies.  In 

burope,  the  name        ^>  Jlmim* 
Rowenta  has  always 
stood  for  the  most  modem  appli- 
ances. Once  again,  this  Allegheny 
International  company  is  leading 
the  way  with  its  new  Rowenta 
Steam  Spray  and  Dry  Iron. 

Because  Rowenta  design  engi- 
neers see  an  iron  as  a  dynamic,  mov- 
ing vehicle  rather  than  a  stationary 
appliance,  they  used  aerospace 
and  automotive  technology  for  its 
design,  manufacture  and  assembly. 


Rowenta  already  offers 
European  homes  an  iron 
of  the  future,  with  features 
made  possible  by 
space-age  technology. 

The  new  iron  is  a  product  of 
advanced  techniques  of  blow 
molding,  injection  molding  and 
sonic  welding.  Each  part  is  fitted  to 
the  other  with  amazingly  close 
tolerances.  The  electronic  controls 
are  compact  and  organized  for 
efficiency  and  to  save  space  and 
weight.  Controls  are  logical  and 
easy  to  understand.  The  result  is  an 
iron  that  is  lighter,  more  efficient  and 
easier  to  use. 

These  are  just  some  examples 
of  how  Allegheny  International 
companies  worldwide  are  using 
special  skills  to  meet  special  needs 
in  consumer  products.  Allegheny 
International  provides  the  corporate 
resources  and  guides  the  technolo- 
gies of  both  industrial  and  consumer 
companies  so  they  can  exchange 
technology  whenever  it  means 
better  products  for  our  customers. 
For  better  products  will  keep  us  the 
world's  biggest  small  appliance 
company. 

For  more  information,  write  us 
at  Box  456L ,  Two  Oliver  Plaza, 
Pittsburgh,  PA  15230. 


With  all  thy  getting  get  understanding 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


1984'S  GOING  TO  BE 

And  the  yeast  for  our  economic  cake  has  been — is — 
Reaganomics. 

The  icing's  going  to  be  his  reelection.  By  a  margin  as 
satisfying  as  our  recovery. 

How's  that  for  unequivocalness?  (But  if  this  prognosis 
proves  wrong,  please — save  your  postage!) 

How'd  we  do  on  '83? 

Quoting  from  this  space  a  year  ago:  "As  regards  the 
unanimity  of  those  who  see  a  recovery  that  is  wobbly, 
faltering  and  largely  flat — they  will  be  busy  explaining  at 


SOLIDIFYINGLY  GOOD 

this  year's  end  why  they  were  wrong."  N'est-ce  pas,  Feld- 
stein  and  fellow  travelers? 

Quoting  further:  "The  stock  market  will  end  higher 
than  its  current  near-record  high."  The  Dow  Jones  this 
time  a  year  ago  was  1046;  today  it's  in  the  1270s.  If  you 
don't  mind,  I'll  omit  quoting  the  part  in  last  year's  forecast 
about  unemployment  being  up.  It  was  10.8%  then,  happily 
now  is  8.2%.  Also,  we'll  not  bring  up  that  part  which  says 
"interest  rates  will  be  single  digit,  the  prime  8%,  give  or 
take  a  half."  It  was  then  11%  and  still  is. 


LET'S  HEAR  A  LOUD  CHEER  FOR  INFRASTRUCTURE 


You  may  not  quite  know  what  it  means,  but  lots  of  it  is 
collapsing  all  over  the  place. 

Infrastructure's  a  Pentagonesy  word  for  sewer  pipes, 
roads,  bridges  and  the  like,  which,  when  they  crumble, 
cause  the  near-collapse  of  civilization  as  we've  become 
accustomed  to  it. 

The  things  of  which  nuts  and  bolts,  surfaces  and  tunnels 
are  made  are  mostly  old  and  wearing  out,  breaking  down 


ever  more  often.  When  they  do,  no  water,  no  subway,  no 
Connecticut  Interstate  95,  no  electricity.  Toilets  stop  fill- 
ing, people  thirst,  jobs  can't  be  gotten  to  or  done  if  you  do. 
Removing  all  the  cholesterol  from  millions  of  miles  of 
these  vast  and  vital  collapsing  veins  is  no  longer  a  postpon- 
able  option.  Renewing,  replacing  those  incredible  quanti- 
ties of  structure  are  going  to  give  our  economic  recovery  a 
long-lasting  high. 


NOT  SEEKERS  BUT  PEOPLE  TO  FILL  JOBS  WILL  BE 


the  problem  ahead.  And  not  all  that  far  ahead. 

A  year  ago  when  we  said  that  finding  those  willing  and 
able  (too  often,  quite  different  things)  to  fill  job  needs 
would  be  the  difficulty  within  three  years,  we  received  a 
lot  of  flak.  Some  of  it  understandably  bitter  from  frustrated 
seekers  who'd  been  working  really  hard  to  get  work. 

But  the  forward  employment  roll  is  on  and  gathering 
momentum. 

A  suiprising  number  of  economists  have  poured  scorn 


on  the  premise  that  high  tech  will  lead  to  more  jobs  rather 
than  fewer.  But,  as  is  so  often  the  case,  these  forecasters 
are  blind  to  other  than  what's  instantly,  factually  visible, 
i.e.,  a  robot  can  do  the  job  of  a  number  of  people  so  more 
robots,  less  employment.  Wrong. 

More  robotic  high  tech,  greater  manufacturing  produc- 
tivity, certainly.  And  lower  cost  for  the  products  thus 
produced  more  efficiently  and  of  higher  quality  produces 
greater  sales,  greater  market  share  in  our  competitive 


FORBES,  JANUARY  2,  1984 


25 


world.  More  of  everything  that  goes  into  the  making  or  use 
of  such  products  is  needed  to  meet  demand.  Including 

packaging,  includ- 
ing distribution,  in- 
cluding insurance, 
including  servic- 
ing— all  among  our 
biggest  and  ■  grow- 
ingest  areas  of  em- 
ployment. 

One  example:  Vir- 
tually every  U.S. 
company  found  it 
cheaper  to  assemble 
radios,  TV  sets  and 


Occupations  producing 

the  most  new  jobs 

Pro|ected 

1980 

growth. 

Percent 

employment 

1 980-90 

growth 

Secretaries 

2,469,000 

700,000 

28.3% 

Nurses  aides. 

orderlies 

1,175,000 

508.000 

43.2 

Janitors, 

sextons 

2,751,000 

501.000 

16.2 

Sales  clerks 

2,880,000 

479,000 

16.7 

Cashiers 

1,597,000 

452,000 

28.4 

Nurses 

1,104,000 

437,000 

39.6 

Truck  drivers 

1 ,696,000 

415,000 

24.5 

Fast  food 

workers 

806,000 

400,000 

49.6 

Office  clerks 

2,395,000 

377,000 

15.8 

Waiters, 

waitresses 

1,711,000 

360,000 

21.1 

Elementary 

teachers 

1 ,286,000 

251 .000 

19.5 

Kitchen 

helpers 

839,000 

do  I  ,UUU 

27.6 

Accountants 

833.000 

221 .000 

26.5 

Construction 

helpers 

955.000 

212,000 

22.2 

Automotive 

mechanics 

846  000 

206,000 

24  4 

Blue-collar 

supervisors 

1,297,000 

206.000 

15.9 

Typists 

1 ,067.000 

187,000 

17.5 

Licensed  practical 

nurses 

522.000 

185,000 

35.5 

Carpenters 

970.000 

1 73,000 

17.9 

Bookkeepers 

975,000 

167,000 

17.2 

Five  fastest-growing  high- 

technology  jobs 

Protected 

1980 

growth. 

Percent 

employment 

1980-90 

growth 

Data  processing 

mechanics 

83.000 

77,000 

92.3% 

Computer 

operators 

185,000 

133,000 

71.6 

Computer 

analysts 

205,000 

139.000 

678 

Office  machine 

servicers 

55,000 

33,000 

59.8 

Computer  pro- 

grammers 

228,000 

112.000 

48.9 

New  York  Times 

Source:  Bureau  of  Labor  Statistics 

Occupations  for  the  future 

New  jobs  created 
by  year  2000 

Telemarketing  (sales) 

workers  8.000.000 

CAD/CAM  workers  (computer- 
aided  design  and  mfg)   1 ,220,000 

Software  writers  1 .000,800 

Geriatric  social  workers  600,000 

Housing-rehab  workers  490,000 

Energy,  conserv  technicians  400,000 

Gerontological  aides   300,000 

'  Hazardous-waste  technicians  300.000 

Energy  auditors  180,000 

Battery  technicians   160,000 

Technical  aides  for  handicapped.  120,000 

Emission  technologists  105,000 

Radiation-therapy  technicians  1 00,000 

Respiratory  therapists   100.000 

Biomed/electronic  technicians  90,000 

Technicians  for  handicapped  80,000 

Nuclear-medical  technicians  75,000 

Industrial-hygiene  technicians  70,000 

Bionic-implant  technicians  65,000 

Radiological  technicians  65.000 

Implant  technicians  50,000 

Dialysis  technicians  30,000 

U.S.  News  &  World  Report— Basic  data: 
Forecasting  International,  Arlington,  Va. 


the  bke  in  such  places  of  low-cost  labor  as  Singapore, 
Mexico,  Taiwan.  Now,  thanks  to  high  tech,  chips,  robots 
and  all  that  stuff,  Delco's  back  to  producing  its  near- 
manualless-made  radios  in  Kokomo,  Ind.  No  two-way 
overseas  shipping  charges,  duplicated  supervision,  etc. 
The  packaging,  distribution,  insurance  and  all  that  goes 
with  that  are  here  again  in  greater  amounts.  Thanks  to 
high  tech  on  the  assembly  line.  If  you  don't  think  Japan  is 
feeling  the  hot  breath  of  this  competition  in  quality  and 
cost  in  areas  where  it  has  had  such  an  arm  lock,  you're  not 
well  posted  (see  Sony  cover  story,  Forbes,  Oct.  24). 

Here  (see  table,  far  left),  from  the  New  York  Times,  is  a 
very  partial  list  of  jobs  even  now  going  begging,  with 
shortages  of  people  to  do  'em  growing  near-daily. 
By  the  year  2000,  according  to  U.S.  News  &)  World  Report 
(with  data  from  Forecasting  International  of 
Arlington,  Va.),  there'll  be  a  need  for  workers  in 
a  variety  of  occupations  (see  table,  left). 

So  thanks  to  high  tech,  there  may  be  less  need 
for  farmhands,  high  school  and  college  teach- 
ers, preachers  and  ticket  takers.  But  look  at 
that  gamut  of  other  things  to  do. 

For  sure,  it's  tough  on  those  who  may  not 
again  work  on  auto  assembly  lines,  or  in  old 
steel  plants.  Relocating's  not  easy  and  retread- 
ing's  not  always  appealing.  But  Americans  in 
huge  numbers  can  and  do  move,  can  and  do 
respond  to  challenges.  For  most  it's  only  the 
lack  of  opportunity  that  knocks  down  spirit, 
and  the  job  horizons  here  and  right  ahead  offer 
innumerable  and  often  exciting  openings. 

In  terms  of  economic  growth,  we're  on  the 
eve  of  our  greatest. 


IT'S  1984  AND  GEORGE  ORWELL  IS  DEAD  RIGHT 


Big  Brother's  got  all  our  numbers.  By  means  of  those 
numbers  on  plastic  and  in  the  computer,  all  sorts  of 
Brothers  can  and  often  do  know  more  about  everyone  than 
one's  family  and  best  friends.  Your  credit  rating,  your 
driving  record,  your  travels,  your  income,  your  health, 


your  insurance,  mortgage — you  name  it,  it's  in  somebody's 
computer  somewhere.  Instead  of  reducing  us  to  numbers, 
numbers  in  the  computer  have  made  us  each  and  every  one 
a  readily,  near-totally  documentable  individual. 
By  George,  how  awful  right  Orwell  was. 


ANYONE  WHO  SAYS  HISTORY  REPEATS  ITSELF 

isn't  very  familiar  with  history  or  those  who  make  it. 


NEW  ZEALAND'S  PRIME  MINISTER  MULDOON  IS  A 


toughly  savvy  people's  conservative  who 
is  in  his  eighth  year  at  his  country's 
helm.  Recently,  at  Forbes,  he  comment- 
ed that  he'd  rather  be  known  for  his 
accomplishments  as  Finance  Minister, 
an  office  he  holds  in  addition  to  his 
PMship:  "In  that  job  I  put  our  country  on 
sound  financial  footing  and,  in  spite  of 


inflation  and  recession  and  economic 
turbulence,  we've  kept  it  that  way.  I  take 
far  more  pride  in  being  known  as  a  finan- 
cial man  than  as  a  politician." 

And  that's  turned  out  to  be  the  best 
politics,  too.  Maybe  more  state  Heads 
and  would-be  Heads  should  give  the 
Muldoon  twist  a  try. 
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Daily  »  Sundd) 

Pipe.. 

$99 

$594 

$1188 

$2376 

$117 

$702 

$1404 

$2808 

$810^ 

He  makes  more  money 
than  half  the  people 

onearth.  N0W  HERE'S  THE  WORK 

OF  AN  AD  COPY  GENIUS 

Newspaper  inserts  and  flyers  are  a  bur- 
geoning medium,  but  have  you  ever  seen 
one  that  more  wonderfully  makes  its 
pitch  than  this  from  the  Sacramento 
(Calif.)  Bee? 

Who  could  not  read  it?  Who  could  re- 
frain from  calling  it  to  the  attention  of 
any  youngster  he  knew?  An  exciting  re- 
minder that  the  Algeresque  newsboy 
route  to  Success  is  as  valid  and  flourish- 
ing today  as  in  decades  past. 

MY  FATHER  THOUGHT  HARVARD  WAS  THE  EPITOME 

Being  one  of  ten  siblings  in  a  Scottish  Highland  family  of    tury,  he  had  the  impression  that  Harvard  was  the  top  of 
mighty  modest  circumstances,  my  father  left  school  at  13    our  university  heap, 
to  work  as  an  apprenticed  Printer's 


Devil  for  the  Buchan  Observer  in  Dun- 
dee. Tenaciously  self-taught,  for  the 
rest  of  his  life  he  had  the  kind  of  re- 
spect for  universities  that  too  many 
who  go  as  a  matter  of  course  do  not. 

As  he  prospered  with  his  writings 
and  with  Forbes,  which  he  estab- 
lished in  1917,  Dad  relished  being 
able  to  send  his  sons  to  college.  As  in 
the  case  of  so  many  from  foreign 
shores  in  the  early  part  of  this  cen- 


B.  C.  Forbes  receiving  Lit.D.  degree  in 
1935  from  Dr.  R.  Von  Kleinsmid  of 
University  of  Southern  California 


After  studious  tutoring  for  several 
years  from  two  Princeton  sons,  he 
gradually  came  to  realize  that  there 
was  a  better  college  than  his  first  love. 

So  we,  along  with  his  grandchildren, 
cherish  the  fact  that  the  B.C.  Forbes 
Professorship  of  Public  Affairs  in 
Princeton's  Woodrow  Wilson  School  of 
Public  and  International  Affairs  has  re- 
cently been  endowed.  It's  one  spending 
of  Forbes  money  that  would  have  his 
unmitigated  blessing. 


THE  ONLY  CERTAINTY 

is  that  there  is  none. 


ONLY  HUMAN  NATURE 

is  unchangeable. 


mm 


BOOKS 

•  Leaves  of  Grass — by  Walt  Whit- 
man (Modern  Library,  $5.95).  The 
sort  of  classic  that  everybody 
thinks  he's  read  because  it's  so 
much  referred  to  and  quoted  from. 
For  an  extraordinary  perception  of 
America  with  all  its  vastness, 
flaws  and  virtues,  try  actually  read- 
ing Leaves,  and  you'll  be  moved. 


Excerpts:  I  think  I  could  turn  and  live  with  animals,  they 
\\are  so  placid  and  self -contain' d, 1 1  stand  and  look  at  them 
[long  and  long./  They  do  not  sweat  and  whine  about  their 
{  condition,/  They  do  not  lie  awake  in  the  dark  and  weep 
I  for  their  sins,/  They  do  not  make  me  sick  discussing  their 
duty  to  God,/ Not  one  is  dissatisfied,  not  one  is  demented 
with  the  mania  of  owning  things,/  Not  one  kneels  to 


another,  nor  to  his  kind  that  lived  thousands  of  years 
ago,/  Not  one  is  respectable  or  unhappy  over  the  whole 
earth.  .  .  .  All  goes  onward  and  outward,  nothing  col-, 
lapses,/  And  to  die  is  different  from  what  any  one  sup- 
posed, and  luckier./  Has  any  one  supposed  it  lucky  to  be 
bornll  I  hasten  to  inform  him  or  her  it  is  just  as  lucky  to 
die,  and  I  know  it.   


#  American  Photogra- 
phers and  the  National 
Parks — by  Robert  Cahn 
and  Robert  G.  Ketchum 
(VikingPress,  $75).  Gor- 
geously, imaginatively, 
dramatically,  this  vol- 
ume is  a  celebration  of 
its  subject. 


Golden  Gate  headlands,  Calif. 
— Ansel  Adams 
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Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editors  mind.  -MSF 


Tuned  Out 

There  are  two  questions  I  was  re- 
peatedly asked  when  I  first  started  in 
the  Senate.  Friends  in  the  business 
community  asked:  "Why  won't  Con- 
gress face  facts  and  balance  the  bud- 
get?" as  though  it  was  an  easy  thing  to 
do.  Very  little  understanding  of  the 
governmental  process. 

Some  Senators  were  convinced  that 
a  few  trilateralist  bankers  convened 
weekly  in  the  ultimate  smoke-filled 
room  to  set  the  nation's  interest  rates. 
I  was  asked:  "Why  won't  the  banks 
lower  interest  rates?"  as  though  it  was 
an  easy  thing  to  do.  Very  little  under- 
standing of  the  private-sector  process. 

This  lack  of  understanding  has  led 
both  government  and  business  to  turn 
off  their  hearing  aids  when  the  other 
is  talking. 

Why  not  hold  one  board  meeting 
each  year  in  Washington?  All  of  us 
who  serve  on  boards  make  trips  to 
important  plant  locations  where  new 
products  are  being  developed.  Our 
government  is  as  important  a  part  of 
our  business  life  as  a  new  product. 
Why  not  hold  one  board  meeting  a 
year  in  Washington,  finish  up  busi- 
ness promptly,  then  spend  the  rest  of 
the  day  talking  with  government 


leaders?  The  gap  in  communication, 
in  cooperation,  in  understanding  is 
too  deep  to  be  conducted  on  a  jet-in 
and  jet-out  basis. 

— Nicholas  F.  Brady,  chairman, 
Dillon,  Read  &  Co.  Inc.,  commenting 
after  his  8 '/2-month  appointive 
service  in  the  U.S.  Senate 

Golden  Opportunity  Gone 

I  would  advise  my  customers  that 
the  only  recovery  in  gold  is  cyclical 
in  nature.  The  great  drama  of  gold 
is  past.  A  move  from  $35  to  $887.50 
is  a  once-in-a-lifetime  event.  If  that's 
what  you're  looking  for,  you've 
missed  it. 

— James  E.  Sinclair,  leading  1970s 
Wall  Street  goldbug, 
New  York  Times 

A  Yard  for  Everybody? 

How  crowded  is  the  planet?  Imag- 
ine that  every  man,  woman  and  child 
on  earth  were  placed  in  the  state  of 
Texas.  There  are  4,414  million  people 
in  the  world  and  Texas  has  262,134 
square  miles  of  land  area.  That  works 
out  to  approximately  1,700  square 
feet  per  person.  A  family  of  four 


would  thus  have  6,800  square  feet — 
about  the  size  of  a  typical  middle- 
class  American  home  with  front-  and 
backyards.  Every  human  being  on  the 
face  of  the  earth  could  be  housed  in 
the  state  of  Texas  in  one-story  single 
family  homes,  each  with  a  front-  and 
backyard. 

— Thomas  Sowell,  Harper's 

Holding  at  Harvard 

"This  man  Cobb,  the  fellow  we 
have  at  Harvard.  They  want  to  see 
him  in  Rome.  .  .  .  Are  we  to  scout  up  a 
replacement  for  Cobb  at  Harvard?" 

Father  Hanlon  withered  the  man 
with  a  look. 

"Cobb's  there  on  ice,"  he  said. 
"Since  when  was  Harvard  worth  a 
priest?" 

— Holy  Wars,  by  James  Brady 


"Excellence  cannot  be 
bought,  but  it  must  be 
paid  for." 

— Val  L.  Fitch,  Nobel  laureate 
and  professor  of  physics  at  Princeton 


Bittersweet  Charity 

Unlike  the  rest  of  the  nation's  big 
businesses,  charities  are  barely  regu- 
lated. It's  difficult  to  know  how  much 
of  our  donations  is  going  to  the  chari- 
ty's professed  goals  and  how  much  to 
pay  some  bureaucrat's  salary.  A  lot  of 
the  money  seems  to  end  up  in  the 
pockets  of  professional  fundraisers. 

Does  the  country,  no  matter  how 
generous,  really  need  300,000  chan- 
ties, each  with  its  own  high  overhead? 
In  a  country  where  people  have  been 
known  to  make  donations  to  the  wid- 
ow of  the  Unknown  Soldier,  donors 
need  some  protection,  even  from  their 
own  goodwill. 

— Edward  Tivnan,  New  York 

Opera  Penance 

On  a  wintry  evening  forty  years  ago, 
Sir  Thomas  Beecham  strolled  out  of 
his  New  York  hotel  and  scanned  the 
street  for  a  taxi.  Spotting  one,  the 
maestro  hailed  the  driver  and  ordered 
him  to  proceed  to  the  Metropolitan 
Opera.  The  cabbie  refused,  explaining 
that,  due  to  wartime  gas  rationing,  he 
couldn't  take  anyone  to  a  place  of 
entertainment.  "Sir,"  shot  back  Sir 
Thomas  without  pause,  "the  Metro- 
politan Opera  is  not  a  place  of  enter- 
tainment but  a  place  of  penance." 

— Robert  Baxter,  Horizon 
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What's  John  Hancock's  triable 
Life  Insurance  doing  on  Wall  Street? 


Stock,  bond  and  money  market 
funds  have  long  been  fixtures  on 
Wall  Street.  Now,  you  can  use 
:hese  to  your  advantage  in  pursuit 
Df  solid  insurance  protection. 

Over  time,  the  results  can 
3e  gratifying,  if  not  downright 
imazing. 

With  John  Hancock 
Variable  Life  Insurance,  the  face 
/alue  of  your  policy  is  guaranteed, 
ifet,  this  amount  can  increase 
Ivithout  the  expense  of  additional 
premiums.  You  simply  invest  some 
)f  your  premiums  in  one  of  the 
unds  we  mentioned. 

Had  you  purchased 
ohn  Hancock  Variable  Life  at  this 
ime  last  year,  the  invested  portion 
vould  have  experienced  an 
jmpressive  gain.  That's  comforting 
lews  when  you  consider  that  the 
)urpose  of  this  policy  is  protection, 
rotection  with  the  prospect  of 
;rowth  makes  it  well  worth  your 
onsideration. 

You  can  only  draw  one 
onclusion.  Before  turning  to 
investments  in  order  to  brighten 
our  family's  future,  look  at  a 
bright  insurance  idea  that  is 
urning  heads  on  Wall  Street. 
! investigate  John  Hancock 
/ariable  Life  Insurance. 


I  need  to  review  my  life  insurance  program. 

Please  send  me  more  complete  information  and  a  Prospectus,  including  ' 
charges  and  expenses.  I'd  like  to  read  the  materials  carefully  before 
investing  or  forwarding  funds. 

Name  :  

Address  


City  

Phone  (optional)  _L 


State. 


Zip 


□  Check  here  if  you  are  an  insurance  agent  or  broker 
Mail  to:  John  Hancock  Variable  Life  Insurance  Co. 

John  Hancock  Place,  T-54,  P.O.  Box  111 

Boston,  MA  02117 


We  can  help  you  here  and  now 
Not  just  hereafter. 


110131010284 
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How  an  industrial  product 
from  Colt  Industries 
helps  get  more  highway 
out  of  a  gallon  of  gas. 


Specializing  in  the  development  and  manufacture  of  advanced,  fuel- 
efficient  carburetors,  our  Holley  Carburetor  Division  is  helping  make 
today's  American  small  cars  a  lot  less  thirsty.  The  Ford  Escort,  Mercury 
Lynx,  Plymouth  Reliant,  Dodge  Aries  and  the  Chevrolet  Chevette,  to 
name  a  few.  And  many  of  the  new  small  cars  also  feature  the  Holley 
electronic  feedback  carburetor,  for  even  greater  fuel  efficiency.  Holley 
is  also  helping  improve  fuel  efficiency  in  older  cars  with  its  Econo- 
master®  line  of  replacement  carburetors. 

Holley  is  not  only  meeting  today's  rigorous  product  quality  and  per- 
formance standards,  but  is  also  advancing  technology  in  carburetion, 
fuel  injection  and  other  fuel  delivery  systems.  And  Holley  is  another  of. 
the  well-known  brand  names  that  make  us  what  we  are  today.  A  $1.5 
billion  company  with  a  broad  earnings  base  in  five  industry  segments. 
And  a  leading  supplier  to  the  industrial  sector  of  the  U.S.  economy.  For 
our  latest  financial  reports,  write  Colt  Industries  Inc,  Dept.  F4,  430  Park 
Avenue,  New  York  N.Y.  10022. 


Holley  carburetors  •  Chandler  Evans  fuel  controls  •  Menasco  aircraft  landing  gear  •  Gariock  industrial  seals 
and  components  •  Stemcc  ti  j<   products  •  Fairbanks  Morse  diesel  engines,  pumps  •  Fairbanks  industrial 
scales  •  Pratt  *  Whitney    u  nine  tools  •  Elox  electrical  discharge  machining  equipment  •  Deiavan  fluid  metering 
products  •  Crucible  special! ,  sR  els  ;  omanent  magnets  •  Trent  weldea  stainless  steel  pipe  and  tubing  •  Quincy 
compressors  •  Colt  firearm^  •  Ctr-tral  Moloney  transformers  •  Famam  gaskets  •  France  compressor  products 


Fact  and  Comment  II 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


DESPITE  THE  TUMULT,  THE  YEAR  WILL  BE  GOOD 


Given  the  way  fate  works  (see  Side  Lines,  p.  8),  my  1984 
predictions  will  probably  be  dead  wrong.  But  the  tempta- 
tion to  forecast  fearlessly  is  irresistible.  So  here  goes. 

The  economy  will  turn  in  a  fairly  good  performance  in 
1984,  but  the  year  will  be  a  turbulent,  uneven  one.  There 
will  be  plenty  to  write  about. 

Interest  rates.  At  last,  they'll  be  coming  down.  Federal 
Reserve  Board  Chairman  Volcker  has  been  keeping  them 
artificially  high  because  he  was  frightened  by  the  vigor  of 
the  economy's  snapback.  Unfortunately,  he  and  many 
other  economists  believe  that  prosperity  somehow  causes 
inflation;  and  therefore,  they  prefer  a  sluggish  economic 
recovery,  thinking  that  that  will  prevent  a  resurgence  of 
rising  prices.  History  shows  them  wrong,  but  Volcker  took 
the  theory  to  heart  last  spring.  The  Fed's  boss  also  thought 
that  high  rates  would  keep  Congress'  feet  to  the  fire  in 
raising  taxes. 

Volcker  won't  have  room  for  such  maneuvering  in  1984. 
There  is  an  election  this  year  and  the  Administration 
knows  that  lower  interest  rates  are  better  for  the  economy 
than  higher  ones.  If  all  the  head-spinning  hosannas 
Volcker  has  received  from  the  business  and  financial  com- 
munities haven't  affected  his  usually  sensitive  political 
antenna,  he  will  make  his  move  soon.  If  not,  the  Fed's  boss 
will  end  up  in  a  confrontation  with  the  White  House  and 
he'll  lose,  just  as  every  other  appointee  has  who  goes  head- 
to-head  against  a  President. 

A  second  reason  that  rates  will  ease:  the  Federal  Re- 
serve's genuine  fears  over  the  international  debt  crisis. 
High  rates  will  reduce  the  already  slim  chance  of  avoiding 
a  major  debtor  default. 

How  much  of  a  drop?  At  least  2%  by  late  spring.  Trea- 
sury bills  now  yield  close  to  9%.  They'll  bottom  at  around 
6Vi%  before  rising  somewhat. 

Stock  market.  The  drop  in  interest  charges  will  trigger 
another  surge  upward.  The  Dow  Jones  should  peak  at 
1400-1450  by  summer.  The  market  is  unlikely  to  reach 
new  highs  subsequently  because  of  uncertainties  over 
what  happens  after  the  election.  The  delight  of  Reagan's 
prospective  victory  will  be  tempered  by  the  fear  that  the 


central  bank  will  squeeze  credit  when  the  election  is  over. 

Unemployment.  Despite  the  flaws  in  the  way  we  count 
it,  unemployment  should  dip  below  8%  by  November. 

Corporate  profits  should  show  another  healthy  rise, 
between  20%  and  30% . 

The  election  itself.  Reagan  will  win  big.  The  only  ques- 
tion is  whether  his  triumph  will  be  Eisenhoweresque  or  in 
the  mold  of  F.D.R.  Ike  won  but  the  GOP  lost.  If  the 
President  develops  positive  themes  as  he  did  in  1980, 
Republicans  should  keep  control  of  the  Senate  and  make 
gains  in  the  House.  A  good  tip-off  as  to  the  kind  of 
campaign  Reagan  will  wage  will  be  his  State  of  the  Union 
message. 

The  new  year,  however,  won't  be  one  of  unmitigated 
bliss.  The  economy  itself  will  falter  somewhat  by  summer 
because  the  Fed  has  kept  interest  rates  too  high. 

A  number  of  companies  remain  in  bad  financial  shape  and 
may  bite  the  dust.  For  example,  segments  of  the  airline  and 
property  and  casualty  insurance  industries  are  hurting. 

The  most  spectacular  news  this  year  will  be  that  one  of 
those  major  underdeveloped  borrowing  nations  will  be 
forced  to  declare  publicly  what  everyone  knows  privately: 
They  cannot  service  their  debts. 

Such  an  event  would  obviously  provide  ample  oppor- 
tunity for  disaster.  But  I  believe  we'll  avoid  the  ex- 
tremes of  a  1930s-type  of  deflation  on  the  one  hand  and 
a  hyperinflation  on  the  other.  We'll  manage  to  muddle 
through,  even  though  there'll  be  scary  moments  (see 
this  column,  Dec.  5). 

What  could  upset  this  optimistic  applecart? 

Volcker  could  continue  squeezing  too  hard,  but  that  is 
not  likely,  given  election-year  pressures. 

Another  potential  pothole  in  the  road  is  Congress  sub- 
stantially boosting  taxes.  Fortunately,  Reagan  is  not  likely 
to  go  along  with  such  Hooveresque  folly. 

If  the  debt  crisis  is  mishandled,  real  damage  could  be 
done.  The  Fed  and  other  central  banks  have  had  more  than 
a  year  now  to  contemplate  what  should  be  done  in  the 
event  of  a  default.  They  should  be  prepared. 

The  year  will  be  a  lively  one,  but  a  good  one. 
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A  whole  new  class  of  cars  for  1984 


The  most  technologically  advanced  luxury  cars  Chrysler  h< 
ever  built- including  our  most  affordable  full-sized  sedan 


Just  when  it  seemed  that  roomy,  comfortable  cars  were  about 
to  disappear,  Chrysler  engineered  a  luxury  surprise:  the  Chrysler  E 
Class.  A  new  class  of  roomy  comfortable  cars  with  high  mileage 
and  luxury  for  today. 

And  for  1984,  the  new  Chrysler  technology  has  further  im- 
proved the  E  Class.  The  E  Class  Sedan,  the  New  Yorker  and 
Executive  Sedan  are  quieter  and  more  comfortable,  with  even  better 
fuel  efficiency  and  performance.  And  for  1984  you  can  add  turbo- 
power?  technology's  new  way  to  achieve  extra  performance. 

Plush  riding  comfort  for  six  passengers. 

Chrysler's  most  affordable  full-sized  sedan  is  the  six-passenger 
front-wheel  drive  E  Class  Sedan.  With  automatic  transmission, 


power  steering,  new  electronic  fuel  injection  and  the  electroi 
message  center,  all  standard,  the  E  Class  offers  outstandii 
Chrysler  value.  No  wonder  four  of  every  ten  of  its  buyers  switch 
from  a  GM  or  Ford  car  during  1983  Model  Year? * 

Chrysler's  5  year/50,000  mile  Protection  Plan. 

We  believe  E  Class  luxury  should  last,  so  we  give  you  5  years 
50,000  miles  protection  on  engine  and  powertrain,  and  outer  bo 
rust-through  protection^  Ford,  GM  and  the  imports  don't  give  y 
that.  Ask  yourself  why  they  don't.  Buckle  up  for  safety. 


35  hwy  25 


$9,565° 

The  E  Class.  A  Product  of  The  New  Chrysler  Technology. 


EPA 
cSl 
MPG' 


Chrysl 


•Limited  availability.  See  dealer  "*  New  Vehicle  Delivery  Report:  Trade  In  Summary  t5  Years/50,000  miles,  whichever  comes  first.  Limited  warranty.  Exclufl 

leases.  Deductible  applies.  Ask  *"Base  2.2  EFI  engine.  Use  EPA  estimated  MPG  for  comparison.  Actual  mileage  may  vary  depending  on  speed, 

trip  length  and  weather.  HWY  m  >bably  less.  CA.  ests  lower.  Not  avail,  on  Exec.  Sedan.  °E  Class  base  sticker  price.  Taxes,  title  and  destination  charges  el 


What's  Ahead  for  Business 


We  were 
repeatedly  wrong 
on  a  major  count — 
interest  rates 


'TIS  THE  SEASON  TO  BE  MELANCHOLY 

We  have  just  reread  a  full  year's  worth  of  What's  Ahead  pages — 'tis 
the  season  to  be  melancholy — and  we  are  properly  mortified  on  one 
important  count.  We  were  repeatedly  wrong  in  our  repeated  forecasts 
of  lower  interest  rates  ahead  in  1983. 

Typical  of  our  insistence  that  rates  would  come  down  is  this  bit  of 
clairvoyance  from  our  issue  of  Apr.  11:  "Interest  rates  are  almost 
certain  to  come  down  much  further.  Assuming  inflation  in  the  3%  to 
4%  range,  U.S.  Treasury  bonds  [then  yielding  10.67%]  are  currently 
showing  a  real  return  of  about  7%.  It  used  to  be  said  that  6%  would 
draw  money  from  the  moon.  What  will  7%  do — once  people  accept 
that  inflation  is  truly  going  to  stay  down?" 

Our  assumption  about  inflation  proved  reasonable.  Through  the  first 
ten  months  of  1983  the  Consumer  Price  Index  was  up  3.2%  over  1982. 
But  to  judge  by  the  present  bond  market — the  30-year  Treasury  yield  is 
near  12% — investors'  money  is  still  on  the  moon. 


Why  inflation 
fears  refuse 
to  go  away 


Where  did  we  go  wrong?  In  part  we  misread  Paul  Volcker's  inten- 
tions. The  Fed  chairman  seems  determined  not  to  monetize  both  the 
huge  federal  deficit  and  a  boom  in  housing  and  capital  spending, 
fearing  the  consequences  would  be  inflationary.  History  will  tell  us 
whether  Volcker  is  right  or  wrong,  but  the  capital  markets  are  forced  to 
live  with  the  consequences  of  his  policy. 

In  a  sense  both  Volcker's  policy  and  the  federal  deficit  are  a  product  of 
the  impasse  between  Congress  and  the  Administration  over  spending. 
We  guessed  Congress  would  help  pay  for  the  Reagan  tax  cuts  by  cutting 
harder  on  nondefense  spending.  In  fact,  the  cuts  to  date  are  minor. 

It  seemed  possible  to  us  that  the  unmistakable  urgency  of  the  moment 
was  getting  to  everyone  in  Washington.  We  should  have  realized  that 
Congress  would  take  the  bait  of  tax  cuts  but  then  slither  off  the  line  on 
the  spending  cuts  needed  to  justify  the  tax  cuts. 


The  strength 
of  the  economy 
will  buy 
more  time 


The  capital  markets  would  be  satisfied  with  a  signal — a  signal  that 
the  deficit  is  not  just  being  allowed  to  drift.  But  at  the  moment  the 
politicians  seem  paralyzed,  unable  either  to  raise  taxes  or  to  cut 
spending.  Nor  are  the  Soviets  cooperating.  By  refusing  to  negotiate 
honestly  on  arms  control  and  by  stirring  up  trouble  in  the  Middle  East 
they  virtually  guarantee  that  U.S.  defense  spending  will  rise. 

Nevertheless,  the  economy  continues  to  improve.  Hence  unemploy- 
ment has  been  dropping  faster  than  we — and  most  others — expected. 

Meanwhile,  the  economy  has  added  3.6  million  net  new  jobs  since  the 
beginning  of  1983,  and  total  employment,  102.7  million,  is  a  full  1.6 
million  above  the  previous  peak  in  1981.  We  noted  in  our  Aug.  1  issue 
that  even  if  interest  rates  stayed  high,  that  alone  would  not  necessarily 
cut  short  the  recovery.  That  continues  to  be  so,  and  it  buys  time.  The 
problems  remain  serious  but  alleviated  by  the  general  prosperity. 


FORBES,  JANUARY  2,  1984 


33 


The  Forbes  Index 


Forbes  Index 


12-month  close-up 
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Strong  and  steady.  In  the  current  reporting  period  new 
figures  for  two  components  propelled  the  Forbes  Index  to 
another  of  1983's  records — 1.5%  above  the  previous  peak. 
Our  measure  of  overall  economic  activity  is  more  than 
20%  above  where  it  stood  at  the  end  of  1982.  In  October 
1982,  manufacturers'  new  orders  were  at  a  recessionary 
low.  But  with  a  3.1%  month-to-month  rise,  this  figure  is 


nearly  35%  higher  than  it  was  during  the  same  period  in 
1982.  Meanwhile,  manufacturers'  inventories  posted  only 
a  0.2%  gain.  Inventories  are  more  than  6%  lower  than  the 
bloated  levels  of  1982.  This  isn't  too  surprising.  More 
firms  are  emulating  Japanese  just-in-time  management 
techniques.  As  the  recovery  continues  to  build  momen- 
tum, overheating  does  not  yet  appear  to  be  a  problem. 


I  he  1  orbes  Index  Components 


The  FORBES  Index  is  a  measure  of  U.S.  economic  activity 
composed  of  eight  equally  weighted  elements:  Total  in- 
dustrial production,  new  claims  for  unemployment  com- 
pensation, the  cost  of  services  relative  to  all  consumer 
prices,  the  level  of  new  orders  for  durable  goods  com- 
pared with  manufacturers'  inventories,  total  retail  sales, 
new  housing  starts,  personal  income,  total  consumer 
installment  credit. 

To  measure  these  eight  elements,  FORBES  monitors  ten 
series  of  U.S.  government  data.  The  last  14  months'  data 
for  each  series  is  presented  at  right. 
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There's  only  one  gold 
in  the  world 
strong  enough  to 
hear  this  name. 


W 

Take  a  close  look  at  the  gold 
bullion  pieces  that  are  available 
today.  There's  no  other  gold 
bullion  piece  like  U.S.  Gold. 
Because  only  U.S.  Gold  bears 
Americas  name. .  .and  has  the 
strength  of  America  behind  it. 
U.S.  Gold  is  issued  by  the 
United  States  Mint;  its  content  and 
purity  are  guaranteed  by  the  United 
States  Treasury  As  with  foreign  gold 
bullion  coins,  it  can  be  bought  and 
sold  for  a  small  premium  over  the 
current  world  gold  price  in  sizes 
containing  one  ounce  and  one-half 
ounce  of  fine  gold.  It  is  available  at 
more  than  3,200  locations  across  the 
country,  including  banks,  brokerage  firms 
and  precious  metals  dealers.  And  it  is  traded  on  the 
American  Gold  Coin  Exchange,  a  subsidiary  of  the 
American  Stock  Exchange. 
Of  course,  no  one  can  predict  the  markets  performance,  but  gold  has 
raditionally  been  considered  an  important  part  of  any  investment  portfolio.  So,  if 
'ou're  looking  for  an  investment  opportunity  in  gold, 
ook  into  the  gold  that's  as  strong  as  America  itself.  Look 
nto  U.S.  Gold,  the  gold  you  can  own  with  confidence. 

To  order  U.S.  Gold,  or  for  more  information,  call 
Honex  International  toll  free  at  800-854-3361. 
In  California,  call  (800)432-7013). 
3r,  mail  the  coupon. 


US.  . 
G  v  LD 


(monex) 


FBJ01RX 


Monex  International,  Ltd 
4910  Birch  Street 
Newport  Beach,  CA  92660 
I  am  interested  in  U.S.  Gold: 

□  Please  send  me  more  information 

□  Please  call  me  with  more  information 

Name  


Address. 


City- 
Telephone. 


.State. 


.Zip. 


|j  a   •  I  teiepnone  I 

^jy^^jjl^yP  ^  ^^^^y^  S^^^  ^JH^^^^ |      M'  is  i  immi        [fading  Ad\  isoi 

U  S  Gold  is  issued  by  the  Department  of  the  Treasury,  United  States  Mint  Primary  distributor  J  Aron  &  Company,  a  member  of  the  Goldman  Sachs  Group  ©  J.  Aron  &  Company  1983 


American  industry  has  slimmed  down  wonderfully. 
But  the  secret  of  a  trim  waistline 
is  eternal  vigilance.  How  vigilant  are  we? 


Where  do  we 
go  from  here? 


n  classical  economics,  be- 
fore the  illusion  of  fine-tuning 
became    widespread,  reces- 


Isions  were  regarded  as  therapeutic.  Painful,  yes, 
but  a  means  of  keeping  business  people  on  their 
toes  and  squeezing  out  inefficiencies.  The  recent  recession 
did  precisely  that.  Which  explains  our  cover  illustration. 
Having  gotten  paunchy  and  sloppy,  American  business 
was  forced  by  the  threat  of  no  less  than  sheer  insolvency  to 
trim  itself  up.  This  often  meant  getting  tough  with  unions, 
chopping  out  layers  of  middle  management  and  saying 
good-bye  to  all  sorts  of  corporate  incubi.  Corporate  divesti- 
tures of  $5.8  billion  in  1981  rose  to  $14.7  billion  in  1982 
and  an  impressive  $31.4  billion  last  year,  according  to 
Securities  Data  Co.,  a  respected  New  York  database  firm. 
This  partly  explains  the  boom  in  leveraged  buyouts,  too: 
$1.9  billion  in  1981,  $2.8  billion  in  1982  and  a  sharply 
higher  $8.1  billion  last  year. 

Cost-cutting?  In  the  pages  that  follow,  the  proud  but 
nervous  phrase  "we've  got  our  break-even  down  to  .  .  ." 
was  the  litany  from  industry  to  industry. 

Trade  unions  found  themselves  uttering  the  forbidden 
word  "giveups"  as  managements  increasingly  took  the 
position  that  it  was  better  to  shut  a  plant  than  to  be  run 
out  of  business  by  competitors  less  burdened  with  feather- 
bedding  and  blessed  with  lower  labor  costs. 

But  take  a  closer  look  at  our  cover  illustration.  Our 
executive's  cuffs  are  frayed.  His  shoes  and  attache  case  are 
scuffed.  His  clothes  are  a  bit  out  of  fashion.  And  he  still  has 
a  paunch  and  the  remains  of  a  double  chin.  In  so  represent- 
ing him,  we  are  making  a  point:  American  industry,  espe- 
cially heavy  industry,  is  in  far  from  tip-top  condition. 
According  to  20-year  numbers  compiled  by  Wharton 
Econometrics,  U.S.  capital  spending  on  machinery  and 
other  equipment  as  a  percentage  of  gross  national  product 
is  lower  than  spending  in  Japan,  Germany  and  even  the 
U.K.  Lately  the  situation  has  been  getting  worse.  Accord- 
ing to  the  Commerce  Department,  in  the  past  five  years 
through  September,  nonresidential  fixed  investment  has 
declined  as  a  percentage  of  GNP  from  12%  to  10.4%.  It 
would  be  foolish  to  make  a  fetish  of  such  numbers,  but 
there  is  no  question  that  the  U.S.  still  consumes  too  much 
of  its  gross  national  product  and  invests  too  little  in  its 
future.  There  have  been  other  mistakes,  too.  Steel  is  one 
obvious  example.  Taught  by  men  like  Andrew  Carnegie 
and  Charles  Schwab  at  the  dawn  of  the  20th  century  to 


By  Geoffrey  Smith 
and  Jane  Sasseen 


believe  in  economies  of  scale,  the  U.S 
steel  industry  after  World  War  II  not 

  only  overbuilt  to  supply  a  level  of  I 

demand  that  couldn't  last,  but  also  studiously  ignored 
three  emerging  technologies  that  overseas  producers  began 
to  install:  the  basic  oxygen  furnace  and,  more  recently,  thq 
continuous  casting  process  and  vacuum  degassing.  So  it 
was  an  overbuilding  of  the  worst  kind,  one  that  employed 
outmoded  technology.  As  a  result,  profits  all  but  vanished 
and  the  industry  no  longer  had  the  means  to  modernize. 
The  industry  is  now  engaged  in  a  shrinking  process  that 
will  inevitably  lead  to  the  permanent  surrender  of  a  major 
part  of  the  U.S.  market  to  foreigners. 

Then  there  was  Detroit.  Secure  in  what  seemed  a  huge, 
captive  market,  auto  companies  paid  fat  dividends,  de- 
layed automating,  surrendered  easily  to  labor  demands  and 
let  quality  deteriorate.  It  was  the  oil  embargo  of  1973  thai 
shook  Detroit  to  its  foundations.  Foreigners,  especially  the 
diligent  Japanese,  had  been  investing  heavily  in  plant  anc 
equipment,  fuel  efficiency  and  quality  control. 

But  it  was  the  energy  crisis  that  gave  them  their  bij 
opening  into  the  U.S.  market.  Their  smaller,  lighter  cars 
were  just  what  the  market  needed.  Accustomed  to  selling 
big,  heavy  cars  to  customers  who  took  the  wife,  the  2. 
kids  and  the  dog  on  long  drives  on  interstate  highways 
U.S.  automen  were  totally  unprepared  for  the  downsizing 
mandated  by  much  costlier  gasoline.  Once  Americans  go 
used  to  buying  foreign  cars,  they  began  to  prefer  them.  No 
only  has  Detroit  lost  out  in  the  subcompact  market,  it  ha; 
ceded  to  the  Germans  a  big  part  of  the  luxury-car  market 
and  the  Japanese  are  systematically  moving  upscale  witl 
midsize  and  sporty  cars.  Only  "voluntary"  quotas  hold  thi 
Japanese  to  21%  of  the  U.S.  market;  witness  the  premium 
tacked  on  to  prices  by  many  foreign  car  dealers  at  a  tim 
when  Detroit's  dealers  are  accepting  narrow  profit  margin 
to  move  product.  Is  Detroit  going  out  of  business?  O 
course  not,  but  like  the  steel  industry,  the  auto  industry  i 
no  longer  king  in  its  own  country.  A  permanent  downshif 
also  for  suppliers  of  steel,  rubber,  paint,  glass  and  plastics 

Hurt,  and  hurt  permanently,  not  so  much  because 
their  own  errors  as  because  of  changes  in  the  economy,  ar 
producers  of  metals  and  other  raw  materials.  A  servic 
economy,  and  an  energy-frugal  economy,  simply  doesn 
need  as  much  glass  and  steel  and  copper  and  aluminum  a 
a  heavy  industry  economy.  Read  the  article  on  nonferrou 
metals,  written  by  Executive  Editor  James  Cook  (se 
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p.  160).  It  makes  this  point  brilliantly. 

Quite  obviously,  therefore,  in  markets  that  are  shrink- 
ing or  no  longer  growing,  heavy  industry  must  concentrate 
on  becoming  more  efficient  in  order  to  retain  market 
share.  This  means  spending  money.  With  U.S.  factories 
now  running  at  roughly  79%  of  capacity  on  average,  the 
contractors  should  already  be  poring  over  their  blueprints 
for  planned  factory  expansions.  In  the  past,  80%  of  capac- 
ity operating  levels  has  been  a  capital-spending  trigger 
point.  But  so  far,  at  least,  there  are  few  signs  that  this  is 
actually  happening. 

How  can  it  happen?  When  even  top  credit  risks 
must  pay  12.5%  and  more  for  long-term  money, 
how  many  capital  investments  are  safe  bets  to 
earn  that  kind  of  return  over  their  lives?  The 
Forbes  all-industry  median  return  on  capital  in  the 
latest  12  months  was  only  8.6%.  That's  down 
from  a  five-year  average  of  10.8%.  Interest  is, 
of  course,  tax  deductible.  But  if  one  even 
adds  back  taxes  at  a  presumed  rate  of  40%, 
the  amount  that  companies  can  expect  i 
to  earn  from  a  new  plant  is  on  average 
marginal,   absent  new  technology. 
Why  not  finance  capital  spending  out  Vr 
of  cash  flow?  Kidder,  Peabody  pub- 
lishes a  five-year  cash  flow  analysis  of  22^v 
selected  blue  chips  in  the  Dow  Jones  indus- 
trials,  based  on  internal  corporate  cash  require-  ^l, 
ments  computed  by  their  research  department. 
According  to  Kidder's  Financial  Quality  Profile, 
only  nine  of  those  companies  can  fund  capacity 
additions  out  of  cash  flow. 

Now,  of  course,  this  picture  is  bound  to  improve 
once  profits  start  to  grow  as  the  recovery  continues. 
The  point  is:  That  may  take  longer  than  we  would 
like  it  to.  The  capital-spending  portion  of  the  recov- 
ery may  not  be  right  around  the  corner.  Indeed,  this 
is  the  impression  of  most  machine-tool  industry 
executives  quoted  in  that  pivotal  industry's  survey 
(seep.  194). 

Then  there's  that  $200  billion  federal  deficit.  Lis- 
ten to  Irving  Shapiro,  former  chairman  of  E.I  Du 
Pont  and  now  a  partner  with  law  firm  Skadden, 
Arps,  Slate,  Meagher  &  Flom:  "I  am  terribly  wor- 
ried about  the  deficit.  It's  the  big  cloud  hanging 
over  this  country  right  now.  We  ought  to  get 
interest  rates  down,  and  the  only  way 
is  to  get  the  deficit  down.  But  that's  a 
project  for  1985.  Nothing  construc- 
tive will  happen  on  the  deficit  this  year. 
The  Feldstein  incident  illustrates  that.  Ev- 
eryone knows  the  truth  but  they're  not  permit- 
ted to  speak  about  it.  And,  of  course,  the  place 
we're  really  being  murdered  is  the  strong  dollar.  The 
imports  coming  into  the  country  are  just  devastating  to 
American  business." 

So,  while  American  business  goes  into  1984  in  much 
better  shape  than  it  went  into  1983,  it  by  no  means  faces  a 
trouble-free  future.  Consultant  Michael  Kami,  who 
worked  as  chief  long-range  planner  in  the  1950s  and  1960s 
for  IBM,  and  before  that,  Xerox:  "The  right  decisions  will 
have  to  be  made  faster  than  in  the  past.  Conservative 
executives  who  can't  make  quick  decisions,  and  won't 
move  in  tune  with  the  times,  may  be  the  losers."  The  past 
couple  of  years  have  seen  plenty  of  losers,  as  companies 
that  once  seemed  impregnable  in  their  markets — Interna- 
tional Harvester,  for  example — have  been  sinking  toward 


insolvency  or  acquisition,  or  just  plain  closing  their  doors. 

TRW's  Pat  Choate,  senior  policy  analyst:  "It's  going  to 
be  a  quick,  fast-paced  world.  And  we'll  have  to  think 
globally.  I  think  we've  learned  that  success  in  the  world 
economy  is  not  our  God-given  right.  That  it's  because  of 
the  basics  of  pricing,  quality,  service  and  innovation,  and 
that  we're  not  the  only  people  who  can  do  those  things.  We 
have  to  concentrate  on  the  basics."  As  the  Japanese  have 
long  done. 

MIT  economist  Charles  Kindleberger  sees  the  situation 
in  macroeconomic  terms.  He's  the  man  who  has  written 
such  brilliant  and  eminently  readable  books  on  inter- 
national economics  as  Manias,  Panics  &  Crashes:  A  History 
of  Financial  Crisis  and  International  Money.  Says  he: 
f  "We're  seeing  the  inevitable  erosion  of  the  U.S.  eco- 
nomic position  internationally."  It  bothers  Kindle- 
berger that  a  lot  of  Americans  react  to  the  erosion  by 
wanting  to  throw  up  protective  walls — just  as  the 
French  and  Japanese  have  done.  But  as  the  world's 
leading  economy,  Kindleberger  says,  the  U.S.  "has  to 
pay  the  price  in  responsibility."  He  warns  against 
quick  fixes:  "What's  happening  now  is  that  the 
international   monetary   system   is  breaking 
down.  We  ought  to  spend  more 
W  time  coordinating  monetary  poli- 
^cies  with  the  other  industrialized 
nations.  And  this  business  of  trying  to 
settle  the  Third  World  debt  crisis  with 
another  big  Bretton  Woods-type  meeting 
is  a  bad  idea.  We're  at  the  edge  of  the 
precipice  now,  and  we'll  have  to  inch  our 
way  slowly  back. 
"If  we  get  together  and  talk  about  all  the 
debt  in  the  world,  it  will  make  everybody 
nervous,  and  the  odds  are  the  trouble  will  get 
worse." 

Japanese  businessmen  sometimes  use  the  ex- 
pression tako  hai.  Building  on  the  image  of  an 
octopus  [tako]  that  can  only  survive  by  eating  its 
own  tentacles,  it  means  a  corporation  that  pays 
dividends  out  of  capital  because  it  has  earned  little 
income.  Some  Japanese  would  use  this  term  to 
describe  the  U.S.  economy.  A  lot  of 
Americans,  mesmerized  by  facile 
books  on  the  Japanese  "miracle," 
feel  that  way,  too. 

We  at  Forbes  prefer  the  view  ex- 
pressed by  novelist  James  Michener, 
77,  who's  been  in  Texas  for  the  past 
year  and  a  half  working  on  another 
book.  "I  think  the  preempting  of  the 
American  market  by  Japanese  and  European 
products  that  are  better  made  has  frightened  much 
of  the  country.  And  the  tremendous  amount  of  wealth  we 
pour  into  funding  our  past  debt  is  staggering  and  inhibits 
our  national  life. 

"But  down  here  in  Texas  things  are  different.  If  there  is  a 
place  that  ought  to  be  in  a  depressed  mood,  it's  here.  The 
peso,  oil,  the  collapse  of  some  of  the  electronics  markets 
and  the  big  bank  failures — it's  been  hard  hit.  But  no  one  is 
depressed  down  here.  The  mood  is  ebullient,  hopeful. 
Those  mistakes  can  be  corrected.  People  feel  the  market- 
place will  take  care  of  all  the  empty  buildings.  And  I  think 
they're  right.  I  can  see  the  perils  ahead,  but  we're  not  a 
stupid  people." 

If  the  U.S.  is  saved,  it  will  be  saved  by  the  Texas  spirit 
and  not  by  mindlessly  emulating  the  Japanese.  ■ 
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What  they  measure — and  how  

The  Forbes  36th  Annual  Report  on  American  Industry 
evaluates  management  performance  at  the  nation's  largest 
public  companies.  Included  in  our  universe  of  1,008  com- 
panies is  every  firm  with  revenues  of  over  $450  million, 
and  our  data  include  both  five-year  averages  and  results  for 
the  latest  12  months. 

The  numbers  in  this  issue  chart  companies  according  to 
profitability,  growth  and  stock  market  performance.  In 
addition,  we  measure  profit  margins  and  debt/equity  ra- 
tios. Forbes  compares  each  company  with  competitors  in 
its  own  industry  and  against  every  other  firm  we  rank.  We 
also  compare  the  medians  for  the  46  major  industry  groups 
with  each  other. 

To  locate  a  company,  refer  to  the  table  that  begins  on 
page  39.  It  lists  the  firms  alphabetically,  giving  the  pages 
where  each  industry  survey  begins  and  where  the  appropri- 
ate Yardsticks  appear.  This  table  also  provides  each  com- 
pany's overall  rankings  in  terms  of  profitability,  growth 
and  stock  market  performance. 

For  those  of  a  serious  statistical 
bent,  here  is  how  we  calculate  the 
Yardsticks:  Return  on  stockholders' 
equity  is  the  percentage  return  on  the 
stockholders'  portion  of  a  company's 
capital.  We  derive  this  by  taking  earn- 
ings per  common  share  (primary  ba- 
sis) as  a  percentage  of  stockholders' 
equity  per  share  at  the  start  of  the  year.  We  assume  that  all 
convertible  preferred  has  been  converted,  which  explains 
why  our  figure  is  lower  than  some  others. 

The  five-year  return  in  our  Yardsticks  tables  is  the 
average  of  the  returns  calculated  for  the  four  full  years 
1979  through  1982,  plus  the  12-month  period  ending  with 
the  most  recent  quarterly  report.  (For  companies  with 
fiscal  years  ending  in  January,  February  or  March,  the  years 
1980-83  are  used  in  place  of  1979-82.) 

Return  on  total  capital  is  the  percentage  return  on  a 
combination  of  stockholders'  equity  (both  common  and 


Where  to  find  the  Yardsticks 


Industry  median  rankings,  p.  249 
Profitability  rankings,  p.  254 

Growth  rankings,  p.  264 
Stock  market  rankings,  p.  274 


preferred)  and  long-term  debt,  including  current  maturi- 


ties, minority  stockholders'  equity  in  consolidated  subsid- 
iaries, accumulated  deferred  taxes  and  investment  tax 
credits.  The  profit  figure  for  this  calculation  includes  net 
income,  minority  interest  in  net  income  and  estimated 
aftertax  interest  paid  on  long-term  debt. 

For  companies  that  derive  all  their  capital  from  common 
equity,  return  on  stockholders'  equity  and  return  on  total 
capital  will  be  nearly  identical.  A  company  that  employs 
debt,  however,  can  boost  return  on  stockholders'  equity, 
provided  that  it  earns  more  on  the  borrowed  money  than 
the  borrowed  money  costs  after  taxes. 

Debt/equity  ratio  indicates  to  what  extent  management 
is  using  borrowed  funds,  so-called  leverage,  in  an  attempt 
to  increase  profits.  The  ratio  is  calculated  at  the  end  of  the 
last  reported  fiscal  year.  We  divide  long-term  debt  (includ- 
ing current  maturities)  by  permanent  capital,  which  we 
define  as  total  stockholders'  equity  plus  minority  stock- 
holders' interest,  accumulated  deferred  taxes  and  invest- 
ment tax  credits.  A  high  debt-to-equity  ratio  makes  earn- 
ings more  volatile;  it  is  usually  considered  prudent  only 
in  relatively  stable  industries. 

Net  profit  margin  comes  from  di- 
viding net  profits  for  the  latest  12 
months  by  net  sales.  The  resulting 
number  indicates  what  percentage  of 
each  dollar  of  revenue  is  available  for 
dividends  and  reinvestment.  Profit 
margins  are  best  used  as  comparisons 
only  among  companies  in  similar  in- 
dustries. A  starvation  margin  for  an  industrial  company, 
for  example,  could  be  spectacular  at  a  supermarket  chain. 

To  smooth  the  yearly  variations,  we  look  back  ten  years 
to  measure  five-year  sales  and  eamings-per-share  growth. 
We  then  average  these  figures  for  the  most  recent  five 
years  (1979  through  the  latest  12  months)  and  compute  the 
percentage  change  from  the  average  for  the  preceding  five 
years  (1974  through  1978).  We  then  express  that  change  in 
terms  of  a  five-year  compound  annual  rate  of  growth,  since 
the  midpoints  of  the  two  periods  are  five  years  apart.  This 
long-term  focus  differentiates  our  Annual  Report  from 
most  other  statistical  compilations. 
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Rank  Rank 
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Profitability    Growth   market     page  Company  Profitability    Growth   market  page 


)tt  Laboratories 

80 

144 

202 

213 

Anderson,  Clayton 

759 

540 

725 

ZUo 

Industries 

769 

766 

570 

190 

Anheuser-Busch  Cos 

1  OA 
1 VO 

1  no 

L  34 

Til 

e-Cleveland 

876 

821 

807 

194 

Anixter  Bros 

139 

99 

11 

194 

la  Life  &  Casualty 

477 

464 

689 

63 

Apple  Computer 

I 

5 

957 

180 

AJimanson 

896 

886 

580 

60 

ARA  Services 

714 

691 

704 

231 

•rods  &  Chems 

345 

334 

499 

173 

Archer  Daniels  Midland 

 — —  

404 

 T77  

265 

174 

 —  

206 

rtson's 

119 

196 

165 

228 

Arden  Group 

760 

121 

228 

n  Aluminium 

565 

318 

351 

160 

Arizona  Public  Service 

532 

700 

862 

90 

Standard 

281 

423 

253 

226,  244 

Arkla 

183 

394 

248 

78 

ander  &  Alexander 

116 

655 

942 

55 

Armco 

950 

925 

919 

154 

ander  &  Baldwin 

464 

488 

252 

104 

Armstrong  Rubber 

o/U 

Tfift 

/oo 

Z14 

oo 
yy 

ander's 

932 

912 

250 

231 

Armstrong  World  Inds 

HZ4 

1 52. 

480 

1  no 

iyy 

'hany 

378 

272 

200 

55 

Arvin  Industries 

841 

848 

396 

99 

»heny  Beverage 

40 

81 

69 

183,  211 

ASARCO 

787 

241 

425 

160 

>heny  Intl 

809 

721 

433 

204,  244 

Ashland  Oil 

104 

369 

922 

74 

»heny  Power 

545 

602 

518 

90 

— 7  : —  

Associated  Dry  Goods 

751 

DZo 

hi 
Zol 

a  Group 

891 

871 

434 

99 

Athlone  Industries 

834 

oo5 

884 

134 

■d  Bancshares 

64 

96 

159 

57 

Atlanta  Gas  Light 

782 

742 

759 

78 

:d  Corp 

681 

645 

422 

74,  173,  244 

Atlantic  City  Elec 

663 

714 

738 

90 

d  Stores 

637 

568 

296 

231 

Atlantic  Richfield 

148 

137 

642 

74 

d  Supermarkets 

997 

979 

138 

228 

Auto  Data  Processing 

lou 

1  7ft 

1  /U 

111 

1  Q1 

loo 

-Chalmers 

979 

925 

959 

109,  194 

Avco 

o/ - 

771 

/  /  1 

OoV 

DO 

a 

732 

563 

489 

160 

Avery  International 

420 

251 

157 

194 

International 

992 

925 

976 

183 

Avnet 

295 

380 

45 

176 

iX 

892 

879 

943 

160 

Avon  Products 

93 

679 

965 

220,  231 

iahl 

855 

877 

935 

180 

Avonuale  Mills 

070 
O/O 

770 

//V 

0  17 
Zl  / 

race 

880 

869 

655 

194 

Baker  International 

1  OS 

7ft1 
ZU3 

H77 

04 

rada  Hess 

314 

236 

412 

74 

Baldwin-United 

973 

925 

974 

55 

rican  Bakeries 

966 

925 

803 

208 

Ball  Corp 

360 

304 

224 

224 

rican  Brands 

126 

174 

348 

222,  244 

Bally  Manufacturing 

175 

61 

898 

235 

r  Broadcasting 

275 

297 

591 

240 

.  .  . 
Baltimore  Gas  &  Elec 

OZo 

014 

710 

/  jZ 

on 

rican  Can 

895 

889 

744 

224 

Banc  One 

Zoo 

zw 

1  CO 

c  7 

.rican  Cyanaroid 

687 

722 

394 

1 73,  220 

BanCal  Tri-State 

793 

566 

285 

57 

rican  District 

598 

483 

432 

176 

BancOhio 

858 

805 

850 

57 

rican  Elec  Power 

719 

778 

924 

90 

Bangor  Punta 

859 

294 

739 

144,  244 

rican  Express 

165 

259 

326 

55,  63 

Bank  of  Boston 

/lift 

4ZU 

IOC 

lo!> 

C7 

D/ 

rican  Family 

498 

737 

264 

63 

Bank  of  New  England 

ZO/ 

ZUo 

11/1 

C7 

O  f 

rican  General 

356 

280 

272 

63 

Bank  of  New  York 

470 

442 

475 

57 

rican  Greetings 

390 

236 

68 

235 

BankAmerica 

572 

616 

941 

57 

r  Hoist  &  Derrick 

929 

920 

908 

190 

Bankers  Trust  NY 

300 

135 

270 

57 

rican  Home  Products 

21 

332 

486 

204,  215 

Barnes  Group 

B3U 

fill 

££7 

yy 

r  Hospital  Supply 

327 

233 

291 

213,  226 

Harnett  r>anKS  ria 

11£ 

111 

izi 

1  fifi 

loO 

Of 

rican  Intl  Group 

135 

110 

338 

63 

Bausch  &  Lomb 

386 

448 

220 

213 

r  Maize-Products 

828 

798 

292 

208 

Baxter  Travenol  Labs 

256 

157 

254 

213 

r  Medical  Intl 

172 

52 

217 

213 

Beatrice  Foods 

592 

680 

720 

208 

rican  Motors 

988 

979 

572 

109 

— n               :  .  

Becton,  Dickinson 

CAft 
DOU 

70fi 

/Vo 

111 

Zlo 

rican  Natl  Ins 

670 

334 

465 

63 

Bell  &  Howell 

886 

738 

229 

183 

Natural  Resources 

310 

418 

881 

78 

Bemis 

777 

628 

429 

224 

rican  Petrofina 

385 

502 

356 

74 

Beneficial  Corp 

897 

894 

682 

55,  231 

rican  President 

'  .«*. 

104 

Bergen  Brunswig 

212 

23 

14 

226 

rican  Standard 

296 

414 

551 

199,  244 

Berkshire  Hathaway 

785 

70 

19 

63,  208 

rican  Stores 

91 

89 

97 

228,  231 

Best  Products 

512 

600 

687 

231 

rican  Tel  &  Tel 

643 

623 

887 

176,  237 

Bethlehem  Steel 

975 

925 

805 

154 

iriTrust 

727 

621 

735 

57 

Beverly  Enterprises 

198 

7 

53 

213 

tek 

190 

419 

153 

194 

Big  Bear 

6 

41 

228 

864 

836 

861 

235,  244 

Big  Three  Industries 

320 

262 

790 

84,  173 

820 

791 

555 

226,  244 

Big  V  Supermarkets 

97 

117 

181 

228 

83 

188 

142 

176 

Bird 

971 

925 

951 

199 

co-Pittsburgh 

842 

773 

863 

190 

Black  &  Decker 

786 

794 

660 

204 

939 

925 

242 

139 

Blount 

182 

216 

204 

202 

tar 

609 

690 

226 

208 

Blue  Bell 

496 

694 

516 

217 

Ited  Industries 

595 

698 

905 

190 

Boeing 

126 

83 

746 

144 

lor  Hocking 

856 

829 

483 

224 

Boise  Cascade 

821 

761 

634 

170,  199 

'f  lability:  5-year  return  on  equity.  Growth:  5-year  compounded  annual  earnings-per-share  growth. 
4u  market:  5-year  price  change.    "Not  ranked. 
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Company 


Rank 


Profitability  Growth 


Industry 
Stock  survey 
market  page 


Borden 

614 

493 

367 

208 

Cincinnati  Milacron 

436 

206 

236 

194 

Borg-Warrier 

560 

329 

155 

99,  244 

Circle  K 

312 

528 

184 

228 

Borman's 

Oil 

on7 

781 

228 

Citicorp 

418 

433 

651 

57 

Rnctnn  Prlicnn 

665 

524 

821 

90 

Citizens  &  Sthrn  Ga 

399 

26 

241 

57 

Rrifpfi  lb.  Stratton 

309 

617 

793 

194 

City  Federal  S&L 

781 

373 

89 

60 

Bristol-Myers 

114 

300 

284 

215 

City  Investing 

596 

451 

282 

63,  244 

Brockway  Inc  (NY) 

852 

809 

888 

224 

Clark  Equipment 

919 

915 

909 

109,  190 

Brooklyn  Union  Gas 

A77 

±(\7 

558 

78 

Cleveland  Elec  Ilium 

568 

719 

852 

90 

Rrf*ivn-Fnrman  Di^t 

II 1 1 1  Yt  r !  luiniaii  i_/  111 

106 

67 

413 

211 

Clorox 

263 

445 

305 

204 

Brown  Group 

311 

153 

114 

217,  231 

Cluett,  Peabody 
 —  

750 

258 

273 

217 

Browning-Ferris  Inds 

197 

93 

75 

194 

CNA  Financial 

271 

4 

374 

63 

Bruno's 

17 

34 

228 

Coastal  Corp 

549 

705 

708 

74 

Brunswick 

1  71 

1/3 

138 

108 

235 

Coca-Cola 

123 

438 

777 

211 

Bucyrus-Erie 

875 

872 

902 

190 

Cole  National 

156 

169 

43 

231 

Burlington  Inds 

849 

759 

364 

217 

Coleco  Industries 

4 

** 

8 

235 

Burlington  Northern 

712 

134 

49 

148 

 ;  ; — r-  

Colgate-Palmolive 

502 

709 

698 

204,  220 

Burroughs 

837 

808 

952 

180 

Collins  &  Aikman 

698 

604 

74 

217 

Business  Men's  Assur 

177 

36 

641 

63 

Colonial  Penn  Group 

706 

842 

899 

63 

Butler  Manufacturing 

794 

822 

923 

199 

Colt  Industries 

775 

854 

257 

154 

Cabot 

140 

48 

256 

74,  160,  173 

Columbia  Gas  System 

550 

560 

775 

78 

Caesars  World 

387 

17 

734 

235 

Combined  Internatl 

221 

488 

322 

63 

Calif  Federal  S&L 

905 

60 

Combustion  Eng 

202 

194 

431 

194 

f  alifrirnia  Firvt  Rnlf 
v-dl  11  III  1 1  la  rflsl  Dim 

724 

665 

808 

57 

Comdisco 

11 

18 

46 

183 

Cameron  Iron  Works 

229 

267 

665 

84 

Comerica 

704 

664 

834 

57 

Campbell  Soup 

451 

513 

544 

208 

Commercial  Metals 

490 

472 

94 

154 

Capital  Cities  Commun 

126 

122 

130 

240,  242 

 —  -  

Commonwealth  Edison 

654 

720 

866 

90 

Capital  Holding 

515 

386 

601 

63 

Commonwealth  Energy 

523 

558 

708 

90 

Carnation 

79.n 

378 

454 

208 

Computer  Sciences 

95 

250 

650 

144,  183 

Carolina  Pwr  &  Lt 

640 

694 

844 

90 

ConAgra 

85 

51 

76 

206,  208 

Carpenter  Technology 

434 

492 

574 

154 

Cone  Mills 

718 

716 

243 

217 

Carson  Pirie  Scott 

728 

649 

411 

231 

Consolidated  Edison 

580 

450 

379 

90 

Carter  Hawley  Hale 

789 

792 

685 

231 

Consolidated  Foods 

305 

247 

386 

208 

C actio  &  Cnnlte 

881 

867 

891 

208 

Consol  Freightways 

225 

399 

268 

104 

Caterpillar  Tractor 

866 

878 

945 

109,  190 

Consol  Natural  Gas 

524 

464 

529 

78 

CBI  Industries 

186 

389 

747 

202 

Consolidated  Papers 

258 

311 

535 

170 

CBS 

470 

739 

719 

240 

Consumers  Power 

689 

713 

940 

90 

CBT 

388 

196 

361 

57 

Continental  Corp 

801 

756 

832 

63 

Ceco 

672 

203 

195 

199 

Continental  Group 

633 

531 

479 

224 

Celanese 

832 

770 

450 

173 

Continental  Illinois 

660 

655 

934 

57 

Centel 

289 

500 

630 

237 

Continental  Telecom 

478 

554 

610 

237 

Centerre  Bancorp 

699 

630 

688 

57 

Control  Data 

735 

84 

249 

55,  180 

Centex 

266 

151 

269 

202 

Cook  United 

956 

979 

831 

231 

oc  '1UUIII  VVcsl 

JJU 

7i»0 

/  07 

on 

Cooper  Industries 

274 

352 

682 

194 

Central  Illinois  Lt 

607 

532 

684 

90 

Adolph  Coors 

803 

747 

612 

211 

Central  111  Pub  Svc 

600 

696 

753 

90 

Copperweld 

863 

865 

715 

154 

Central  Soya 

780 

739 

800 

206 

Corestates  Financial 

527 

377 

382 

57 

Central  Steel  &  Wire 

630 

575 

441 

154 

Corning  Glass  Works 

687 

606 

760 

1 76,  244 

CertainTeed 

936 

923 

761 

199 

Cox  Communications 

204 

141 

190 

'  240 

Cessna  Aircraft 

761 

796 

766 

144 

CPC  International 

238 

382 

598 

208 

CFS  Continental 

590 

308 

83 

226 

Crane 

856 

868 

802 

154,  199 

Champion  Intl 

830 

834 

840 

170,  199 

Crocker  National 

683 

591 

815 

57 

Champion  Spark  Plug 

800 

840 

883 

99 

Cross  &  Trecker 

200 

98 

851 

194 

Charter 

16 

62 

428 

74 

Crown  Central  Petroleum 

403 

413 

365 

74 

Chase  Manhattan 

513 

235 

621 

57 

Crown  Cork  &  Seal 

662 

575 

778 

224 

Chemical  New  York 

481 

366 

522 

57 

Crown  Zellerbach 

899 

892 

846 

170 

Chesebrough-Pond's 

142 

300 

540 

220 

CSX 

779 

420 

599 

148 

Chic  &  North  Western 

347 

448 

13 

148 

Culbro 

325 

152 

107 

222 

Chic  Pneumatic  Tool 

944 

925 

955 

194 

Cullum  Companies 

•  137 

69 

289 

228 

Chromalloy  American 

917 

911 

946 

244 

Cummins  Engine 

879 

861 

318 

99 

Chrysler 

995 

979 

168 

109 

Curtice-Burns 

268 

405 

145 

208 

Chubb 

383 

251 

426 

63 

Cyclops 

910 

880 

520 

154 

CIGNA 

660 

63 

Dana 

704 

776 

670 

99 

Cincinnati  G  &  E 

600 

686 

954 

90 

Dart  &  Kraft 

457 

510 

647 

208 

Company 
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Industry 
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Rank 

Rank 

Industry 
Stock  survey 
□  pany                          Profitability    Growth   market  page 

Industry 
Stock  survey 

Company                          Profitability    Growth   market  page 

i  General                          560          474         813  180 
apoint                              417           181         631  180 
co                                   867          855         755      99,  194 
ton-Hudson                       290          461         106  231 
ton  Power  &  Light              608          657         911  90 

Evans  Products                       952          925         938  199 
Ex-Cell-O                              537          412         421  194 
Exxon                                   190          298         640  74 
Fairchild  Industries                  125            53         438  144 
Farm  House  Foods                   736          819         193  226 

n  Foods                            102          119          60  208 
re                                    826          835         875  109 
CALB  AgResearch                748          765         889  206 
marva  Power  &  Lt               636          661         706  90 
la  Air  Lines                        829          823         471  139 

Farmers  Group                        258          244         542  63 
Federal  Co                             615           711         743  208 
Federal  Express                         22            15          37  139 
Federal-Mogul                         374          382         304  99 
Fedl  Natl  Mortgage                  946          925         655  55 

ixe  Check  Printers               41           166         247  242 
nisonMfg                         491           527         323  194 
ny's                                 306          435         383  231 
oto                                  721          477         260  199 
roit  Edison                        721           707         837  90 

Federal  Paper  Board                  581           640         585  170 
Federated  Dept  Stores               518          503         506  231 
Ferro                                    703          735         666  173 
Fidelcor                                 630           160         180  57 
Fieldcrest  Mills                       747          673         655  217 

ter                                  299          396         521  173 
Jiorgio                              838          267         824     208,  226 
nond  Shamrock                 602          830         824       74,  173 
■ell  Brothers                      427          257         161  226 
tal  Equipment                   397           119         772  180 

Figgie  Intl  Holding                   393          240         378  244 
Fin  Corp  of  America                    8            13            9  60 
Firestone                               915           863         507  99 
First  Atlanta                           344           127         134  57 
First  Bank  System                    497          439         676  57 

ard  Dept  Stores                  440          201          27  231 
t  Disney                           726          482         787  235 
;rsified  Energies                 422          504         562  78 
■epper                              225          674         849  211 
linion  Resources                755          757         848  90 

First  Boston                             51            33          40  71 
First  Chicago                          784          755         796  57 
First  City  Bancorp                   358          311         868  57 
First  Executive                         70             3            2  63 
First  Interstate  Bancp               425          283         524  57 

aldson,  Lufkin                   577             **          95  71 
Donnelley  &  Sons              380          270         178  242 
:hesterGas                         77           132         280  74 
>ey                                  765           588         203  224 
er                                     72           148         194  199 

First  Natl  State  Bcp                   447           344         447  57 
First  Natl  Supermkts                317          309         459  228 
First  Pennsylvania                   974          925         964  57 
First  Security                          360          426         717  57 
First  Union                            350           150         225  57 

'Chemical                        556          785         741  173 
'Jones                               29           175          44  242 
ro                                   918          906         948  202 
ser  Industries                    581           654         874  84 
uPont                             559          495         785  74,173 

First  Wisconsin                       577           158         508  57 
Fischbach                              349          324         410  202 
Fisher  Foods                           839          852         858  228 
Fleet  Financial                        301           138         211  57 
Fleetwood  Enterprises               690          586          42  235 

e  Power                           543          506         754  90 
&Bradstreet                      32           167         144  242 
uesne  Light                       715          777         856  90 
alectron                           381            31         137  202 
stems                              247          326          24  144 

Fleming  Cos                           272          367         150  226 
Flickinger                              375          307         172  226 
Florida  Power  &  Lt                   621           598         602  90 
Florida  Progress                       658          703         692  90 
Flowers  Industries                   234          313         119  208 

s-Picherlnds                     783          807         830  194 
o                                    709          795         491  99 
im  Air  Lines                     982          925         949  139 
:rn  Gas  &  Fuel                  621           659         594  74 
man  Kodak                       267          452         794  235 

Fluor                                      262           334         604  202 
FMC                                     617          533         500     144,  173,  244 
Food  Lion                                30            49          51  228 
Foodarama  Supermkts               921           908         576  228 
Ford  Motor                             951           925         648  109 

n                                    887          885         352  99 
in                                   626          680         679  99 
Eckerd                            330          368         590  231 
omics  Laboratory               645          726         729  204 
>n  Bros  Stores                     332           593         705  231 

Fort  Howard  Paper                     82          223         221  170 
LB  Foster                                12          922           **  84 
Foster  Wheeler                        142           178         391  194 
Foxboro                                 693           642         654  194 
Frederick  &  Herrud                  577          454         388  206 

G                                    37            71           85  176 
so                                  844          900         633  78 
ronic  Data  Systems             63           183          22  183 
rson  Electric                     150          305         519  197 
ry  Air  Freight                      61           710         751  139 

Freeport-McMoran                     79           118         290  173 
Fremont  General                     100          424         301  63 
Frontier  Holdings                     526          649         857  139 
Fruehauf                                901           888         554  109 
Fuqua  Industries                      253            22          41  244 

art                                  378          578         661  194 
lhard                               213           269           **  160 
iRCH                              285          378         408  78 
i                                      118           249         620  78 

GAF                                     965           925         686     173,  199 
Gannett                                 138          234         372  242 
Gas  Service                            848          806         872  78 
Gates  Learjet                          448          556         615  144 

:ax                                  188          555         218  242 
table  of  Iowa                     795          620         782  63 
irk                                   73           106          61     208,  244 
1                                    506          645         302  173 

GATX                                     744           545         770  190 
GEICO                                   14                         17  63 
Gelco                                    287          306         873  194 
General  Cinema                        39            76          62  211,235 

tability:  5-year  return  on  equity.    Growth:  5-year  compounded  annual  earnings-per-share  growth, 
t  market:  5-year  price  change.    "Not  ranked 
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Honeywell  andlMon  Carbide 
developedanintelligentway 
to  increase  productivity. 

The"smart" 

Itransmitter.  American 

ndustry  has  to  find  the  right 

nodernization  formula  if  it  is  to  continue 

:o  prosper.  Every  year  chemical  plants, 

)il  refineries,  paper  mills  and  other 

Drocess-based  industries  spend  millions 

)f  dollars  on  computerized  control 

systems  only  to  process  data  from 

naccurate  remote  transmitters.  And 

hat  can  cost  them  a  fortune  in  poor 

Droduct  quality,  low  through-put,  and 

ncreased  downtime. 

That's  why  companies  like 

Jnion  Carbide  recognized  the  need  for 
k  process  transmitter  that  is  as  accurate 
j  n  transmitting  data  as  the  computerized 
control  system  is  on  the  receiving 

end.  And  that's  why  they  got  together 
ilvith  Honeywell. 

Together  we  developed  a 

complete  line  of  "smart"  transmitters 
■hat  can  be  used  in  virtually  any 
i  ndustrial  application  where  flow,  liquid 
level,  gauge  and  absolute  pressure  must 
(be  measured  and  controlled.  Built-in 

Together,  we  can  find  the  answers. 

I  Honeywell 


microprocessor  controls  give  an 
accuracy  of  +0.1%,  while  automatically 
compensating  for  external  conditions 
like  ambient  temperature  and  pressure 
variations.  Calibration  checks  are 
virtually  eliminated. 

A  unique,  hand-held 
communicator  allows  the  transmitters 
to  be  remotely  set,  read,  adjusted, 
and  even  tested  from  a  central  control 
room  or  any  number  of  field  locations. 
This  dramatically  cuts  maintenance 
costs  and  downtime,  while  improving 
product  quality  and  through-put. 
The  result?  Increased  productivity  at 
a  lower  over- all  cost. 

Honeywell  worked  closely  with 
Union  Carbide  and  other  companies 
to  find  the  right  solution.  That  teamwork 
was  the  catalyst  that  made  the 
breakthrough  possible. 

If  you  would  like  to  know  more 
about  our  work  in  process  control,  or 
how  we  can  work  with  you,  contact  us. 
Call  800-328-5111,  extension  1513. 
(In  Minnesota,  call  collect  612-870-2142, 
extension  1513). 


Where  to  find  the  company 


Rank 

Rank 

Industry 
Stock  survey 

Company                          Profitability    Growth   market  page 

Industry 
Stock  survey 

Company                          Profitability    Growth   market  page 

General  Dynamics                   223            68         135  144 
General  Electric                      178          352         317  197,204,244 
General  Foods                         362          463         629           208 ' 
General  Host                          539             "          63  231 
General  Instrument                 211            43         133  176 

Hercules                                 609           455         328  173 
Hershey  Foods                        215          286         182  208 
Hewlett-Packard                      202           102         167     176,  180 
Hilton  Hotels                            96           111         259  235 
Holiday  Inns                          630          330         166  235 

General  Mills                         219          275         474  208 
General  Motors                       860          874         697  109 
General  Public  Utils                 912          898         970  90 
General  Re                             134          101         213  63 
General  Refractories                 985          925         900  194 

Holly  Corp                              351           447         792  74 
Home  Federal  S&L-Cal                **          925           "  60 
Honeywell                             509          229         476     176,  180 
Hoover                                 846          731         293  204 
Hoover  Universal                    591           753         534  99 

General  Signal                          448           331          472  194 
Genl  Tire  &  Rubber                 871          847         614      99,  144 
Genesco                                900             *"         358     217, 231 
Genuine  Parts                         181          317         560  99 
Geo  International                    161          644  84 

George  A  Hormel                      514           410         319  206 
Hospital  Corp  of  Am                227            64         116  213 
Household  Intl                        675          746         452       55,  231,  244 
Houston  Industries                   616           669         819  90 
Houston  Natural  Gas                 98          238         427  78 

Georgia-Pacific                       816          831         886     170,  199 
Gerber  Products                      405          473         340  208 
Getty  Oil                               282          173         448  74 
Giant  Food                             207          163          67  228 
Gibraltar  Financial                   953          925         842  60 

HRT  Industries                       983          979         973  231 
Hughes  Tool                            358           221         780  84 
Humana                                   27             20           47  213 
E  F  Hutton  Group                     36            40          25  71 
Hyster                                  707          715         419     109,  190 

Gifford-Hill                             811           769         730  199 
Gillette                                 245          487         465  220 
Glendale  Federal  S&L                 "          914           **  60 
Global  Marine                          42             6         233  84 
Godfrey                                 713          733         758  228 

IC  Industries                            827           688         510      148,  208,  244 
Ideal  Basic  Inds                       798          815         904  199 
Idle  Wild  Foods                        395           479         623  206 
Illinois  Power                         542          687         917  90 
Illinois  Tool  Works                   319           340         339  194 

Golden  West  Finl                     481          753         197  60 
BF  Goodrich                          903          846         504  99 
Goodyear                               808          700         417  99 
Gordon  Jewelry                       519          354         355  231 
Gould                                   720          818         836  176 

Imperial  Corp  of  Am                   "          925           **  60 
Inco                                     968          925         928  160 
Indianapolis  Pwr  &  Lt               484          538         740  90 
Ingersoll-Rand                        766          800         897  194 
Inland  Steel                            942          925         937  154 

WR  Grace                               451           564         530  173,244 
WW  Grainger                         298          325         495  197 
Graniteville                           947          925         632  217 
Great  Atl  &  Pac  Tea                 969          979         437  228 
Gt  Northern  Nekoosa               596          552         528  170 

Insilco                                    524           573         369  204 
Intel                                     291           270          72  176 
Interco                                    652           651         470  217 
InterFirst                                 494           538         893  57 
Interlake                                 853           820         515  154 

Gt  Western  Financial                916          902         724  60 
Greyhound                            533          441         405  104,206 
Grumman                              778          828         124  144 
GTE                                     505          623         579     176,  237 
Gulf  &  Western  Inds                750          802         311  244 

IBM                                         99           428         567  180 
Intl  Flavors  &  Frag                   144          408         789  220 
Intl  Harvester                         987          925         972  109 
Intl  Minerals  &  Chem               440           741         457  173 
Intl  Multifoods                       475          512         545  208 

Gulf  Oil                                  602           514         498  74 
Gulf  Resources  &  Chem            958          925         484  74,173 
Gulf  States  Utils                     556          637         788  90 
Gulf  United                           433          303         327  63 
Gulfstream  Aerospace                 "*                         **  144 

International  Paper                   624           632         693            1 70 
Intl  Tel  &  Tel                          716           685         609  176,244 
InterNorth                               329           498         363  78 
Interpublic  Group                    243          434         462  242 
Interstate  Bakeries                   961           925         712  208 

Halliburton                             260           400         833  84 
Hammermill  Paper                  738          648         399  170 
Handy  &  Harman                    342          543         345  160 
Hanna  Mining                          925           915         947  154 
Hannaford  Bros                       215          264          77  228 

Iowa-Illinois  G  &  E                   410           522         771  90 
Irving  Bank                            467          315         511  57 
IU  International                      147          302         303     104,  244 
James  River  Corp  Va                  59            45           70           1 70 
Jefferson-Pilot                         650          507         763  63 

Hanover  Insurance                   303          140         136  63 
Harcourt  Brace  Jovan                555          559         501  242 
Hamischfeger                         977          925         961  190 
Harris  Bankcorp                      791           750         251  57 
Harris  Corp                            304           180         756  176,194 

Jerrico                                    294           159           98  231 
Jewel  Cos                                333           207         306  228 
Jim  Walter                               824           832         742  199 
Johnson  &  Johnson                   201           275         503  213 
Johnson  Controls                     481           355         571       99,  197 

Harsco                                  576          683         556  194 
Hart  ma  rx                                664           226           84  217 
Harvey  Hubbell                      323          347         278  197 
Hawaiian  Electric                    776          712         785  90 

Jonathan  Logan                       940          925         286  217 
Earle  M  Jorgensen                    541           626         458  154 
Joy  Manufacturing                   575          582         605  190 
Kmart                                  606          657         546  231 

Heck's                                    480           428         324  231 
G  Heileman  Brewing                 31            46          20  211 
H  J  Heinz                              231          201         263  208 
Walter  E  Heller  Intl                   868           851         485  55 

Kaiser  Alum  &  Chem                874           858         869  160 
Kaiser  Steel                            957          925         337  154 
Kane-Miller                             920           899         212  208 
Kaneb  Services                        124          436         810  84 

Profitability:  5  year  return  on  equity.  Growth:  5-year  compounded  annual  earnings-per-share  growth 
Stock  market:  5-year  price  change.    "Not  ranked. 
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Rank 


Profitability  Growth 


Industry 
Stock  survey 
market  page 


|  nsas  City  Pwr  &  Lt 

583 

615 

749 

90 

Maryland  National 

530 

376 

380 

57 

\  nsas  Power  &  Light 

509 

607 

607 

90 

Masco 

136 

296 

175 

199 

ufman  &  Broad 

927 

838 

482 

202 

Masonite 

** 

901 

199 

y 

547 

541 

699 

206 

Massey-Ferguson 

994 

925 

956 

109 

1  Hogg 

49 

375 

561 

208 

iviattei 

OA1 

Oil 
Vol 

HOC 

ZoD 

i  llwood 

861 

841 

461 

217 

May  Dept  Stores 

493 

507 

335 

231 

I;  Hy  Services 

78 

162 

147 

183 

Maytag 

87 

580 

387 

204 

i  mper 

377 

288 

478 

63 

MCA 

367 

518 

492 

235 

ntucky  Utilities 

734 

749 

750 

90 

McCormick 

401 

388 

446 

208 

rr  Glass  Mfg 

930 

921 

662 

224 

iTicjuermoii  mil 

ft  i  £ 

HA    1 QA 

rr-McGee 

528 

497 

784 

74 

McDonald's 

111 

165 

309 

231 

ystone  Consolidated 

967 

925 

818 

154 

McDonnell  Douglas 

626 

407 

505 

144 

ide 

488 

360 

424 

244 

McGraw-Edison 

701 

634 

652 

197 

mberly-Clark 

285 

319 

329 

170,  220 

McGraw-Hill 

120 

186 

129 

242 

og  Kullen  Grocery 

812 

613 

370 

228 

MCI  Communications 

i£ 

*• 

c 
o 

017 

Zo  / 

I  Energy 

301 

570 

222 

78 

McKesson 

432 

585 

368 

226 

ight-Ridder  News 

372 

278 

297 

242 

McLean  Industries 

342 

1 

»» 

104 

ppers 

885 

882 

914 

244 

Mead 

830 

850 

613 

170 

oger 

391 

282 

373 

228 

Mei 

43 

57 

31 

211 

clede  Gas 

584 

511 

580 

78 

Mellon  National 

£87 

JO/ 

IdQ 

£7 

ar  Siegler 

129 

222 

313 

99,  144,  244 

Melville 

71 

214 

255 

217,  231 

aseway  Transportation 

327 

578 

531 

104 

Mercantile  Bancorp 

419 

408 

649 

57 

vi  Strauss 

81 

254 

300 

217 

Mercantile  Stores 

394 

293 

128 

231 

vitz  Furniture 

702 

360 

71 

231 

Mercantile  Texas 

183 

211 

332 

57 

ibey-Owens-Ford 

882 

866 

538 

99 

Merck 

1 10 

427 

A78 

7  1  £ 
Z  l  D 

e  Investors 

639 

274 

176 

63 

Meredith 

251 

172 

99 

242 

Lilly 

130 

387 

702 

215 

Merrill  Lynch 

107 

66 

78 

71 

sited 

25 

50 

7 

231 

Metromedia 

2 

19 

79 

240 

tcoln  National 

696 

483 

502 

63 

MGM  Grand  Hotels 

164 

596 

623 

235 

|uid  Air 

679 

764 

932 

173 

iTivjiYi/UA  entertainment 

jZ  1 

OV1 

91£ 

ton  Industries 

76 

.. 

139 

244 

Michigan  National 

752 

761 

882 

57 

ckheed 

57 

881 

35 

144 

MidCon 

556 

626 

Nit 

78 

ews 

117 

108 

103 

63,  222 

Middle  South  Utils 

641 

727 

880 

90 

L-  tie  Star  Industries 

823 

758 

801 

199 

Midland-Ross 

834 

815 

845 

194 

ng  Island  Lighting 

546 

725 

926 

90 

Midlantic  Banks 

1  d£ 

8£ 

1£1 

57 

ngs  Drug  Stores 

235 

384 

578 

231 

Milton  Bradley 

544 

460 

877 

235 

ngview  Fibre 

851 

857 

870 

170 

Minn  Mining  &  Mfg 

149 

373 

733 

244 

uisiana  Land 

193 

599 

«* 

74 

Mission  Insurance 

60 

63 

400 

63 

uisiana-Pacific 

864 

826 

595 

170,  199 

Mitchell  Energy  &  Dev 

19 

55 

66 

74 

uisville  Gas  &  Elec 

710 

752 

829 

90 

iVIUUll 

317 

251 

563 

74 

Lowenstein 

862 

8 

110 

217 

Mohasco 

924 

896 

389 

204 

we's  Companies 

468 

631 

154 

226 

Monfort  of  Colorado 

613 

155 

265 

206 

V 

769 

533 

325 

154 

Monsanto 

739 

781 

334 

173 

brizol 

169 

519 

866 

173 

Montana  Power 

563 

584 

710 

90 

cky  Stores 

130 

496 

797 

228 

Moore  Corp 

1AA 

£17 

jj/ 

£8/i 

1  81 

kens 

928 

913 

936 

154 

Moore  McCormack  Res 

721 

742 

817 

199 

A-Com 

270 

75 

101 

176 

J  P  Morgan 

414 

385 

638 

57 

ick  Truck 

938 

925 

.. 

109 

Morrison-Knudsen 

407 

213 

215 

202 

era '  i  lan 

893 

891 

170 

242 

Morse  Shoe 

AAA 

070 

407 

911 

ZO  X 

I'Macy 

195 

104 

26 

231 

IVIOIIUII   1  I11UKU1 

1  (\(\ 
1  oo 

59 

238 

1 44  i 73 

1  gic  Chef 

733 

356 

123 

204 

Motorola 

456 

321 

149 

176 

t 

i  lone  &  Hyde 

308 

428 

349 

226 

Mountain  Fuel  Supply 

458 

530 

473 

78 

nhattan  Industries 

869 

786 

186 

217 

Munford 

690 

130 

151 

228 

nufacturers  Hanover 

491 

491 

816 

57 

G  C  Murphy 

840 

633 

191 

231 

•  nufacturers  National 

755 

744 

680 

57 

Murphy  Oil 

121 

82 

398 

74 

i  nville 

909 

895 

963 

199 

Nabisco  Brands 

239 

321 

** 

208 

IPCO 

235 

702 

930 

74 

Nalco  Chemical 

92 

358 

331 

173 

rine  Midland  Banks 

761 

176 

603 

57 

Nash  Finch 

501 

625 

523 

226 

rion 

962 

925 

971 

74 

Nashua 

935 

919 

864 

183 

i  rriott 

151 

60 

48 

231,  235 

National  Can 

629 

401 

725 

224 

rsh  &  McLennan  Cos 

52 

328 

622 

55 

National  City 

609 

668 

876 

57 

rsh  Supermarkets 

402 

369 

341 

228 

Natl  Convenience  Stores 

53 

78 

54 

228 

rtin  Marietta 

282 

321 

240 

144,  244 

National  Distillers 

769 

797 

713 

173,  211,  244 

■Stability:  5-year  return  on  equity.  Growth:  5-year  compounded  annual  earnings  per-share  growth, 
ick  market:  5-year  price  change.    "Not  ranked. 
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reluctant 
customer  arrives 
in  his  Peugeot 


It  isn't  fair,  the  boy  thought,  he  had 
distinctly  heard  "ice-cream  cone" 
mentioned,  and  now  here  he  was,  in- 
stead, perched  high  in  the  air  wearing 
a  sheet  while  somebody  named  Joe 
pretended  to  be  his  friend  and  made 
the  hair  fall  off  his  head  and  tickle  his 
nose  so  he  sneezed. 

It  isn't  fair,  his  mother  thought,  he's 
still  a  baby!  The  curls  were  so  sweet. 
Now  he  looks  like  a  little  stranger  with 
his  ears  sticking  out  like  that.  And 
there's  the  back  of  his  neck,  so  defense- 
less. She  must  remember  to  keep  one 
of  his  curls,  maybe  tie  it  up  with  a 
ribbon  and  put  it  in  the  family  album. 

"Well,  I'll  be  darned,  the  boy  ac- 
tually has  a  forehead!"  said  the  father, 
and  laughed. 

The  boy  didn't  know  why  it  was 
funny,  but  he  laughed  too. 


Scats  wrapped  in  a  soft,  supple  leather  are 
standard  equipment  in  the  Peugeot  505  STL 
Both  front  seats  are  heated  in  the  winter. 


The  car  in  which  the  boy  will  visit 
the  ice-cream  parlor  next  is  a 
Peugeot  505  STI.  It  is  perhaps  the  most 
comfortable  car  you  have  ever  sat  in. 

The  leather  seats,  you  see,  are  built 
with  expensive  polymerized  foam  in- 
stead of  the  usual  bouncy  springs.  Your 
mind  will  tell  you  that  you  are  travel- 
ing along  a  bumpy  road,  but  very  little 
of  the  roughness  will  ever  reach  you 


through  the  seats. 

Almost  every  imaginable  lu> 
standard  equipment:  air  conditi« 
electric  sunroof;  central  locking 
trie  windows;  cruise  control;  pov 
assisted  steering  and  brakes;  and 

The  Peugeot  is  very  much  a 
for  comfort  of  body. 

It  is  also  a  car  for  comfort  of 
There  are  hidden  locks  that  can 


mem 


:vent  children  from  accidentally 
ng  the  rear  doors, 
tted  with  such  exotica  as  silver- 
i  spark  plugs  and  magnetic-pulse 
ion,  the  gasoline-engined  505  STI 
igned  to  carry  you  30,000  miles 
en  tune-ups.  (Also  available  is  a 
charged-diesel  engine.) 
'rices  of  the  sedans  and  station 
is  of  Peugeot  range  from  $11,300 


to  $17,965*  If  you  would  like  to  know 
more,  please  call  1-800-447-2882 
toll  free  anywhere  in  the  continental 
U.S.  for  a  facts-filled  brochure  and  the 
name  of  your  nearest  Peugeot  dealer. 


•Based  on  PO.E.  manufacturer's  suggested  retail  prices. 
Actual  prices  may  vary  by  dealer.  Destination  charges, 
taxes,  dealer  preparation,  if  any,  and  license  fees  are  extra. 


)  1983,  Peugeot  Motors  of  America.  Inc. 


Where  to  find  the  company 


Rank 

Rank 

Industry 
Stock  survey 

Company                           Profitability     Growth    market  page 

Industry 
Stock  survey 

Company                           Profitability    Growth    market  page 

National  Fuel  Gas                     661           500         716  78 
National  Gypsum                    742          586         371  19? 
National  Intergroup                  964           925         892  154 
Natl  Medical  Entrprs                 163            38           58  213 
Natl  Semiconductor                  488           568         127  176 

Parker-Hannifin                        430           542         455  194 
Parker  Pen                               697           784         552  183 
Parsons                                     53           147           56  202 
Pay  Less  Drug  NW                    162           190         109  231 
Payless  Cash  ways                     176           136           87  231 

National  Svc  Inds                    190          212         143  173,194,197 
National-Standard                     933           918         903  154 
NBD  Bancorp                           682           572         694  57 
NCNB                                    382           209         402  57 
NCR                                      484           404         360  180 

Pay'n  Save                               569           634         341  231 
Peabodylntl                           922          910           "  194 

Dn««  t                                                                     lift                     inA                 117                      T  A  A 

renn  Central                            /ill           1UU         117  244 
Penn  Traffic                             649           683         636  228 
J  C  Penney                              667           595         403  231 

New  England  Electric                426           443         443  90 
N  Y  State  Elec  &  Gas                540           602         811  90 
New  York  Times                      232           161          169  242 
Newmont  Mining                     487           192         312  160 
Niagara  Mohawk  Power             563           617         774  90 

Penn  Power  &  Light                  634           736         824  90 
Pennwalt                                 801           801         736  173 
Pennzoil                                   69           337         616  74 
Peoples  Drug  Stores                  363             86           80  231 
Peoples  Energy                         503           691            "  78 

NICOR                                   653           730         879  78 
AC  Nielsen                             153           227         207  242 
NIKE                                         3              9         548  217 
NL  Industries                         461          452         592  84 
Nordstrom                             279           199         125  231 

PepsiCo                                  265           481         674  211 
Perini                                   550           131         111  202 
Perkin-tlmer                             312            168          456  176 
Petrie  Stores                            133           566         838  231 
Petrolane                                 237           475         469  84 

Norfolk  Southern                      530           287            **  148 
North  American  Coal                438           417         429  74 
North  Amer  Philips                   585           459         183  176 
Northeast  Utilities                    665           704         664  90 
No  Indiana  Pub  Svc                  817          838         910        78,  90 

Pettibone                                 986           925         966  190 
Pfizer                                      291           414         294  215 
Phelps  Dodge                           914           862         835  160 
PHH  Group                               88           112         112  194 
Phibro-Salomon                          15             47  226 

No  States  Power                      475          521         596  90 
Northern  Trust                       758          672         646  57 
Northrop                                 506           677         299  144 
Northwest  Airlines                   911           883         582  139 
Northwest  Energy                    445          485          96  78 

Phila  Electric                           671           682         890  90 
Philip  Morris                             88           171         436  222 
Phillips  Petroleum                    275           380         878  74 
Phillips- Van  Heusen                  809             44         223  217 
Piedmont  Aviation                    155           285           91  139 

Northwest  Industries                 140           284         639      154,  244 
Northwestern  Steel                   884           876         933  154 
Norton                                  588          536         707  194 
Norwest                                  605           547         731  57 
Nucor                                      83           145         146  154 

Pillsbury                                 321           309         435  208 
Pioneer                                     34           126         120  78 
Pioneer  Hi-Bred  Intl                    90           231          201  206 
Pitney  Bowes                           293           346         208  183 
Pittston                                   889           903         920       74,  231 

NVF                                       972           925         762  154 
Oak  Industries                         905           925         944  176,240 
Occidental  Petroleum                56          315         618  74 
Ogden                                     516           677         625  244 
Ohio  Casualty                        242          288         517  63 

PNC  Financial                          355           243            **  57 
Pneumo                                  174           198           59      144,  228 

n    i         •  j                                                                 oAn                     nrn                 rtfrt                      ^  t  r 

Polaroid                                  890           859         950  235 
Portland  Genl  Elec                    641           689         925  90 
Potlatch                                  804           810         806  170 

Ohio  Edison                             672           744         894  90 
Oklahoma  Gas  &  Elec              638          733         795  90 
Old  Republic  Intl                      189           203         409  63 
Olin                                       833           775         593      1 73,  244 
Oneok                                  353          610         673  78 

Potomac  Elec  Power                  618           573         606  90 
PPG  Industries                         535           395         216  99,173,199 
Primark                                   888           873  78 
Procter  &  Gamble                     206           360         773     204,  220 
Provident  Life  &  Acc                495          468         700  63 

Orange  &  Rockland                  573          552         701  90 
Outboard  Marine                     842          759         239  235 
Owens-Corning  Fbrgls              807          814         711  199 
Owens-Illinois                         814           728         463  224 
Oxford  Industries                    397          200          16  217 

PSA                                        593              "         583  139 
Public  Service  Colo                   700           751         871  90 
Public  Service  Indiana               412           564         939  90 
Pub  Svc  Elec  &  Gas                   676           696         779  90 
Pueblo  International                  789              **         376  228 

Pabst  Brewing                           **             **           **  211 
PACCAR                                454           548         316  109 
Pac  Gamble  Robinson               805           803         822  226 
Pacific  Gas  &  Elec                    588           609         690  90 
Pacific  Lighting                        468           364         597  78 

Puget  Sound  Pwr  &  Lt               684           768         927  90 
Pulte  Home                               28             24             1  202 
Purolator                                 171           277         113       99,  183 
Quaker  Oats                            414           347         275  208 
Quaker  State  Oil                       535           670         668  74 

racitic  rwr      Lt                            3/3             647           799  90 

Pacific  Resources                     369          341         537  74 
Paine  Webber                           254           314           29  71 
Palm  Beach                             251           475         550  217 

KjmitT  Dancorp                         jjj            4ou          ou/  d/ 
Ralston  Purina                      •  462           604         344  208 
Ramada  Inns                            955           925         765  235 
Rath  Packing                           996           979         975  206 

Pan  Am  World  Airways             981           925         820  139 
Panhandle  Eastern                   263          360         493  78 
Pantry  Pride                           998          979         171  228 
Parker  Drilling                         224           266         916  84 

Raychem                                 321             94         298  197 
Raymond  Intl                           774           827         477  202 
Raytheon                                 103           177         453      144,  176,  244 
RCA                                       757           793         757       55,  240,  2441 

Profitability:  5-year  return  on  equity  Growth:  5-year  compounded  annual  earnings-per-share  growth 
Stock  market:  5-year  price  change    **Nol  ranked 


48 


FORBES,  IANUARY  2,  19841 


here  to  find  the  company 


mpany 


Rank 


Profitability  Growth 


Industry 
Stock  survey 
market  page 


Company 


Rank 


Profitability  Growth 


Industry 
Stock  survey 
market  page 


tading  &  Bates 
ichhold  Chemicals 
public  Airlines 
public  New  York 

[public  Steel 


227 
872 
991 
109 
949 


227 
844 
925 
129 
925 


375 
262 
960 
158 
839 


84 
173 
139 

57 
154 


Sheller-Globe 
Sherwin-Williams 
Shopwell 
Signal  Cos 
Singer 


877 
695 
799 
685 
954 


887 
143 
2 

580 

979 


198  99 

65  199 

102  228 

315  109,  244 

406  144,  204 


publicBank 
search-Cottrell 
sorts  Intl 
vco  D  S 
vere  Copper 


316 
822 
113 
156 
984 


339 
470 
72 
154 
925 


525 
912 
619 
163 
913 


57 
194 
235 
231 
160 


Skyline 

A  O  Smith 

Smith  International 

SmithKline  Beckman 

Snap-On  Tools 


854 
923 
565 
18 
132 


799 
890 
661 
56 
280 


564 
575 
929 
717 
497 


235 
99 
84 

215 
99 


vlon 
|l  xnord 

L  Reynolds  Inds 
liynolds  Metals 
ji:hardson-Vicks 


465 
819 
186 
883 
455 


611 

843 
391 
853 
398 


953 
907 
391 
841 


220 
194 
222 
160 
215 


Society 
SONAT 

Sonoco  Products 
So  Carolina  E  &  G 
Southeast  Banking 


647 
208 
338 
657 
479 


622 
220 
342 
722 
219 


752 
381 
131 
823 
460 


57 
78 
224 
90 
57 


;gel  Textile 
e  Aid 
C 

adway  Services 
bertshaw  Controls 


745 
115 

166 
806 


728 
113 
904 
356 
617 


644 

86 


230 
310 


217 
231 
104 
104 
197 


Southern  Calif  Edison  499  597  611  90 

Southern  Company  651  693  783  90 

So  New  England  Tel  618  519  385  237 

Southern  Pacific  737  218  198  148 

Southern  Union  323  469  541  78 


H  Robertson 

4  Robins 
jj  Chester  Gas  &  Elec 

ckwell  Intl 
|hm  &  Haas 


244 
408 
624 

257 
486 


149 
414 
560 
224 
103 


192 
210 
860 
141 
104 


199 
215 
90 

99,  144 
173 


Southland 

Southwest  Bancshares 
Southwest  Forest  Inds 
Southwestern  Pub  Svc 
Sperry 


337 
437 
926 
273 
746 


245 
371 
909 
639 
718 


271 
566 
894 
721 
901 


228 
57 

170,  199 
90 

109,  144,  180 


i  hr  Industries 
llins 
iLM 

per  Corp 
se's  Stores 


357 
330 
10 
787 
534 


524 
14 
436 
105 


549 
527 
50 
88 
15 


144 
84,  240,  244 
237 
204 
231 


Springs  Industries 
Square  D 
Squibb 

A  E  Staley  Mfg 
Stanadyne 


796 
178 
553 
443 
472 


193 
499 
675 
522 
591 


281 
496 
512 

357 
568 


217 
197 
215 
206 
194 


Jjyal  Crown  Cos 
I  ddick 
San  Homes 
Sder  System 
eco 


508 
465 
677 
241 
443 


640 
214 

774 
97 
333 


577 
237 
336 
231 
414 


211 
228 
202 
104 

63 


Std  Comml  Tobacco 
Standard  Oil  Calif 
Standard  Oil  Indiana 
Standard  Oil  Ohio 
Stanley  Works 


217 
260 
210 

9 

538 


320 
246 
290 
21 
466 


288 
667 
536 
366 
464 


226 
74 
74 
74 

204 


eway  Stores 

!  Paul  Cos 
i:  Regis 

i;  i  Diego  Gas  &  Elec 


571 
412 
410 
817 

593 


666 
391 
403 
812 
708 


737 
36 
587 
812 
677 


228 
231 

63 
170 

90 


State  Street  Boston 
Stauffer  Chemical 
Sterling  Drug 
J  P  Stevens 
Stewart  &  Stevenson 


220 
655 
367 
908 
730 


28 
772 
507 
875 
782 


33 
727 
486 
659 
723 


57 
173 
215 
217 
194 


i'lders  Associates 
ita  Fe  Industries 

:  annah  Foods 
in 

lering-Plough 


245 
741 
66 
907 
284 


462 
65 
897 
612 


34 
187 

64 
968 
714 


144 
148 
206 
183 
215 


Stewart-Warner  836  824  635  194 

Stone  Container  472  549  30  224 

Stop  &  Shop  Cos  326  278  18  228 

Storage  Technology  160  95  906  180 

Strawbridge  &  Clothier  716  443  126  231 


ilumberger 
M 

(  OA  Industries 
mi  Lad  Foods 
f  itt  &  Fetzer 


23 
792 

55 
902 
366 


54 
663 
88 

550 


514  84 

442  170,  173, 

81  217,  231 

179  226 

569  244 


199 


Student  Loan  Mktg 
Subaru  of  America 
Sun  Banks 
Sun  Chemical 
Sun  Company 


20 

5 

511 

392 
278 


11 

12 
141 
191 

350 


3 

346 
307 
415 


55 
109 

57 
173 

74 


(utt  Paper 

vill 
!  gram 

)  Searle 
I!  rs,  Roebuck 


752 
740 
565 
159 
764 


543 
411 
115 
189 

722 


377 
653 
115 
122 
404 


1 70,  204 
199,  204 
21J 
215 
55,  231 


Sundstrand  218  290  390  144,  194 

Super  Food  Services  609  571  160  226 

Super  Valu  Stores  58  133  90  226 

Superior  Oil  336  30  267  74 

Supermarkets  General  152  116  132  228 


I  way  Food  Town 

urity  Pacific 
!  5CO 

i  vice  Merchandise 


396 
341 
48 
176 


344 
217 
92 
255 


494 
308 
148 

227 


228 
57 
84 

231 


Swift  Independent 
Sybron 

Sysco 

Talley  Industries 


45 
906 
204 
959 


893 
127 
925 


790 
39 
885 


206 
213,  244 
226 
204 


I  viceMaster  Inds 
luklee 
lliwmut 
I  '  ll  Oil 


13 

67 
693 
247 


73 
229 
123 
242 


118 

209 
277 
244 


213 
213 
57 
74 


Tandy 

TECO  Energy 
Tecumseh  Products 
Tektronix 


7 

499 
383 
354 


29 
535 
529 
256 


55 
696 
627 
547 


231,  235 
90 
194 
176 


1  'Inability:  5-year  return  on  equity. 
!.ck  market:  5-year  price  change. 


Growth:  5  year  compounded  annual  earnings-per-.share  growth. 
'Not  ranked. 
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Where  to  find  the  company 


Rank 

Rank 

Industry 
Stock  survey 

Company                          Profitability    Growth   market  page 

Industry 
Stock  survey 

Company                          Profitability    Growth   market  page 

Teledyne                                  65             77         152       63,  244 
Tenneco                                372          608         763        74,  78 

Tfl£ftrn  Pf>trnlt>Bim                                   Hit                   91              467  74 

Texaco                                    429           337         658  74 
Texas  Air                                990           979         969  139 

Unocal                                    213           260         397  74 
Upjohn                                   230           351          814  215 
USAir  Group                          154            58          82  139 
USF&G                                   352           428         467  63 
USLIFE                                   528           517         671  63 

Texas  American  Bshs               439          372         440  57 
Texas  Commerce  Bshs              146          146         333  57 
Texas  Eastern                         333          439         509  78 
Texas  Instruments                   754          790         565  176 
Texas  Oil  &  Gas                       24            42          28  74 

Utah  Power  &  Light                 656          675         745  90 
Valero  Energy                           108             10         532  78 
Valley  National                        364           273         584  57 
Varian  Associates                    813          446          21  176 
VF                                           47             74           23  217 

Texas  Utilities                         440           505         695  90 
Textron                                  749           787         748     144,  244 
Thriftimart                              643            25         173  228 
Thrifty  Corp                           376          164         279  231 
Tidewater                                221           457         637  84 

Vulcan  Materials                      250           397         350  173,199 
Wachovia                              460          343         232  57 
Wal-Mart  Stores                        26            27            6  231 
Waldbaum                             389          210         100  228 
Walgreen                                 156             80           38  231 

Tiger  International                    980           925         977     139,  190 
Timelnc                               634          545         206  242 
Times  Mirror                          249          327         246  242 
Timken                                   847           825         828  194 
Todd  Shipyards                         38             "         162  144 

Wang  Laboratories                      33             16           12  180 
Warnaco                                240             "          32  217 
Warner  Communications          275          455         628  235 
Warner-Lambert                       692           817         809  215 
Washington  Gas  Light              729          583         728  78 

Toledo  Edison                          647           767         918  90 
Torchmark                             602          458         448  63 
Toro                                       941           925         958  204 
Tosco                                       44           925         894  74 
Toys  "R"  Us                              68            32            4  231 

Washington  National                 725           590         675  63 
Washington  Post                      122          263         196  242 
Waste  Management                   105             37           73  194 
Del  E  Webb                            904          870         672     202,  235 
Weis  Markets                          168          225         235  228 

Trane                                     667           420         354  199 
Trans  World                           943          925         488  139 
Transamerica                          409          294         533  55 
Transco  Energy                        254           179         539  78 
Transwaylntl                         669          783         573  104 

Wells  Fargo                              520           432         722  57 
Wendy's  International                74            79         423  231 
West  Point-Pepperell                646          466         185  217 
Western  Air  Lines                    989          925         962  139 
Western  Co  No  Amer                101           124         295  84 

Travelers                               521           359         439  63 
Tribune                                678          813           "  242 
Trinity  Industries                      86          182          92  194 
Trust  Co  of  Georgia                   112            39           93  57 
TRW                                      315           514         384       99,  176,  244 

Western  Union                         873           667         320  237 
Westinghouse  Electric              424          232         205     197,  244 
Westmoreland  Coal                  937          924         915  74 
Westvaco                                620           594         401  170 
Wetterau                               599          717         559  226 

Turner  Construction                  75          107         219  202 
Tyco  Laboratories                     62          114         156  197,224 
Tyler                                      371           628         526  194 
Tyson  Foods                           453          393         283  206 
UAL                                       948           925         847  139 

Weyerhaeuser                         768          804         703     170,  199 
Wheeling-Pitts  Steel                 960          925         341  154 
Whirlpool                                307           365         287  204 
White  Consolidated                   679           780         274  204 
Whittaker                              208            35         261     213,  244 

UGI                                       742           705         865  78 
UMC  Industries                      845          837         853  194 
Union  Camp                          431           600         600  170 
Union  Carbide                        707          748         444  173,244 
Union  Electric                        562          653         859  90 

Wickes  Cos                              993           925         967  231 
WICOR                                   772           763         854  78 
Willamette  Inds                        767           811         767  170,199 
Williams  Cos                          797          789         513  173 
HJ  Wilson                               658           670         617  231 

Union  Pacific                         570          292         395       74,  148 
Uniroyal                               945          925         228  99 
United  Brands                        976          925         481  208 
United  Energy  Resources            94          156         645  78 
United  Illuminating                 423          636         855  90 

Wilson  Foods                           970           925            **  206 
Winn-Dixie  Stores                     183           405         490  228 
Wisconsin  Elec  Power               547          490         626  90 
Wisconsin  Pwr  &  Lt                 462          493         663  90 
Wisconsin  Public  Svc                503          516         589  90 

United  Merch  &  Mfrs                978           979         553  217 
U  S  Bancorp                           414          420         681  57 
United  States  Gypsum              586          425         445  199 
US  Home                               516           195         140  202 
U  S  Industries                          913           859         393  244 

Witco  Chemical                      405          477         266            1 73 
Wometco  Enterprises                 400           389           52  211,240 
FWWoolworth                        893           884         451  231 
Worthington  Inds                       50           125         418  154 
WmWrigleylr                        450          642         643  208 

United  States  Shoe                   170          187          57  217 
United  States  Steel                  934          917         768       74,  154 
United  Technologies                369          471         543     144,  244 
United  Telecom                      340          588         776  237 

Wyman-Gordon                        193           238         245  144 
Xerox                                  -  435           577         921  183 
Yellow  Freight  System               763           845         330  104 
Zale                                     773          638         416  231 

United  Virginia  Bshs                 348           184         258  57 
Univar                                  458          479         164  226 
Universal  Foods                      365          556         804  208 
Universal  Leaf                        233          261         362  226 

Zapata                                    297             87          177  84 
Zayre                                      552             90           10  231 
Zenith  Radio                            897           856         276  204 
Zurn  Industries                       339          248         420  194 

Profitability:  5-year  remrn  on  equity.    Growth:  5-year  compounded  annual  earmngs-per-share  growth. 
Stock  market:  5-year  price  change.    "Not  ranked. 
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100%  NEUTRAL  SPIRITS  DISTILLED  FROM  GRAIN,  80  PROOF  GORDON'S  DRY  GIN  CO  LTD  ,  LINDEN,  N.J    ©  1983  GORDON'S  DRV  GUN  CO  LTD 


They  say  a  tire  is  a  tire  is  a  tire.  And 
you  can't  tell  one  from  another  But 
Goodyear  said,  "Baloney!"  And  spent  a 
billion  dollars  to  design  and  build  the 
best  radial  tires  in  the  world.  Did  any- 
body notice?  Drivers  did.  They're  buying 
more  Goodyear  radials  than  any  other 
brand.  More  than  all  foreign  radials 
combined.  Sometimes,  it  really  pays  not 
to  listen  to  what  "they"  say. 


good/year 


VIEWS  OF  NORTHERN  IRELAND 
RARELY  SEEN  IN  THE  MEDIA 


came 
here  to 
conquer 
Europe 
and  the 
Middle 
East  99 

Buford  B.  Horner 
Managing  Director, 
American  Monitor 
International  Ltd. 


Laboral 

American  Monitor,  Belfa 


American  Monitor  of  Indianapolis,  a  market  leader 
x\.in  multi-channel  computer-directed  blood  ana- 
lysers and  related  chemicals,  is  very  glad  it  chose  to 
invest  in  Northern  Ireland. 

Motivated  by  the  closeness  of 
Europe's  huge  and  growing  medical 
equipment  market,  they  set  up  in 
Belfast  3  years  ago.  They  have  been 
delighted  with  the  caliber  of  gradu- 
ates, and  the  support  of  Queen's 
University  and  leading  hospitals. 
Support  that  is  very  useful  when 
you  are  in  the  fields  of  electronics 
and  bio-chemistry!  This  kind  of 
backing  is  a  fact  of  life  in  Northern 
Ireland. 

The  many  U.S.  companies  who  operate  profitably 
there  would  agree. 

We'd  like  you  to  have  more  facts.  Call  or  write  Ian 
Walters  at  the  address  below. 

Northern  Ireland 

Judge  us  on  the  facts 

Industrial  Development  Board  for  Northern  Ireland.  British  Consulate  General,  150  East  58th  Street  New  York  NY  10155  (212)  593-2258 


ir\  tei  hnii  ian 

it,  Co.  Antrim 


IDB 

Northern 
Ireland 


The  industry  continues  in  the  throes  of 
horizontal  integration  and  consolidation. 
But  if  no  upward  spike  in  interest  rates 
occurs,  1984  could  be  a  very  good  year. 


Financial 
services 


By  Thomas  O'Donnell 


Companies  are  so  busy  entering 
and  leaving  the  financial  ser- 
vices industry  that  it's  getting 
hard  to  keep  track  of  the  players. 

Some  who  have  already  jumped  in 
are  manufacturers  like  Control  Data 
and  National  Steel.  They  usually 
hope  to  smooth  out  cyclical  earnings 
through  financial  subsidiaries  that 
make  money  when  the  basic  busi- 
nesses are  flat  or  down.  Others,  like 
Sears,  Roebuck  and  American  Ex- 
press, are  going  all  out  to  turn  them- 
selves into  financial  supermarkets. 

One  that  is  getting  out  wants  to 
stick  to  its  basic  business:  RCA  is 


selling  almost  all  its  C.I.T.  Financial 
Corp.  to  Manufacturers  Hanover 
Trust  for  $1.5  billion.  Other  depar- 
tures have  been  prompted  by  too-ag- 
gressive tactics  or  competition  from 
giant  competitors.  Falling  into  the 
too-aggressive  category,  to  put  it  po- 
litely, is  Baldwin-United,  which  filed 
under  Chapter  11  in  late  1983  amid 
disclosures  of  misleading  accounting 
practices  and  shell-game  shenanigans 
first  made  public  in  Forbes  (Dec.  20, 
1982).  Increased  competition  did  in 
Walter  E.  Heller  International  (see  box 
p.  56),  which  decided  in  September  to 
liquidate  itself  and  distribute  the  pro- 
ceeds among  shareholders. 
Clearly,  it  now  takes  significant 


size  to  compete  effectively  in  finan- 
cial services.  The  deregulation  of  the 
late  1970s,  opening  the  way  for  any 
company  other  than  a  commercial 
bank  to  play  the  game,  has  rapidly 
transformed  the  scale  and  sophistica- 
tion needed  to  do  well  in  what  only 
yesterday  had  been  a  cottage  industry. 
Life  was  simpler  when  the  industry 
stiil  called  itself  consumer  finance.  Its 
customers  generally  could  not  get  fi- 
nancing elsewhere  and  therefore  were 
willing  to  borrow  money  at  rates  that 
sometimes  approached  30% .  As  long 
as  defaults  were  kept  under  control, 
bottom  lines  were  as  fat  as  the  spread 
between  what  the  companies  paid  for 
money  and  what  they  charged  for  it. 


Financial  services 


Yardsticks  of  management  performance 


Profitability 

Growth 

Earnings 

Return  on  equity 

Return  on  total  capital 

Sales 

per  share 

latest 

debt/ 

latest 

net 

5-year 

5-year 

12 

equity 

5-year 

5-year 

12 

profit 

5-year 

5-year 

5-year 

5-year 

Company 

rank 

average 

months 

ratio 

rank 

average 

months 

margin 

rank 

average 

rank 

average 

tudcnt  Loan  Marketing 

1 

34.7% 

43.4% 

57.6 

8 

8.3%  ft 

6.2% 

6.8% 

1 

64.6%  tt 

1 

66.9%  14 

Aarsh  &  McLennan  Cos 

2 

27.6 

26.2 

0.2 

1 

27.0 

23.4 

12.8 

7 

17.4 

6 

12.6 

Alexander  &  Alexander 

3 

22.6 

def 

0.6 

2 

25.0 

0.5 

def 

4 

21.5 

7 

4.0 

Lmerican  Express 

4 

20.7 

21.6 

0.6 

3 

17.3 

15.9 

7.3 

6 

18.3 

3 

14.6 

illeghany 

5 

16.1 

13.0 

0.0 

4 

13.2 

10.9 

4.1 

3 

40.9 

4 

14.2 

"ransamerica 

6 

15.6 

12.5 

1.3 

5 

9.9 

7.3 

4.6 

11 

8.9 

5 

13.5 

ivco 

7 

11.8 

7.1 

2.3 

11 

6.5 

6.3 

2.7 

10 

10.1 

10 

-0.6 

lousehold  Intl 

8 

11.8 

13.5 

2.1 

10 

6.8 

7.3 

2.5 

8 

14.1 

9 

0.9 

Control  Data 

9 

10.5 

8.8 

2.0 

9 

6.9 

6.3 

3.5 

9 

13.4 

2 

23.7 

tCA 

10 

10:1 

8.4 

0.8 

7 

9.0 

7.8 

2.5 

12 

8.2 

11 

-2.2 

ears,  Roebuck 

11 

9.9 

13.3 

0.6 

6 

9.2 

10.9 

3.5 

13 

6.9 

8 

1.8 

Valter  E  Heller  Intl 

12 

6.4 

def 

2.0 

13 

6.1 

3.5 

12 

-9.3 

beneficial  Corp 

13 

4.1 

9.1 

4.0 

15 

5.1 

5.9 

3.8 

14 

5.8 

13 

-19.2 

edl  Natl  Mortgage 

14 

def 

5.1 

50.6 

14 

5.3 

5.5 

0.7 

5 

18.4 

14 

P-D 

laldwin-United 

15 

def 

def 

1.7 

12 

6.4 

def 

def 

2 

58.8 

14 

P-D 

ndustry  medians 

11.8 

9.1 

1.7 

8.3 

6.3 

3.5 

15.8 

1.8 

ill-industry  medians 

15.1 

12.6 

0.4 

10.8 

8.6 

5.5 

12.4 

9.4 

Note:  Explanation  of  Yardsticks  calculations  on  page  38 

ttThree-year  average.    ttThree  year  growth    P-D:  profit  to  deficit,    def:  deficit. 


*Not  available;  not  ranked. 
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L-JL,lt-  J-     Today's  financial  ser- 
vAuooA>t*    vices  companies  are  still 
04/81,0  in   that   game.  Indeed 
JOHNJEI  some,      having  been 
vzriHIZZ]  burned  by  attempts  at 
diversification,  are  sticking  closer  to 
home.  Beneficial  Corp.  still  sells  in- 
surance and  auto  parts  as  well,  but  in 

1982  it  got  rid  of  Spiegel,  Inc.,  its 
lackluster  mail  order  subsidiary.  In 

1983  it  moved  deeper  into  financial 
service  businesses  by  acquiring  the 
$11  million  credit  card  portfolio  of  a 
Beverly  Hills  bank  and  the  $13  mil- 
lion portfolio  of  a  Reno  bank.  It  also 
formed  Beneficial  National  Mortgage 
Corp.  to  strengthen  its  presence  in  the 
first  mortgage  business.  Similarly, 
Household  International,  the  parent 
of  Household  Finance,  today  runs  re- 
tail chains  like  Vons  supermarkets, 
Ben  Franklin  variety  stores  and  Amer- 
ican Furniture,  in  addition  to  manu- 
facturing subsidiaries  and  an  auto 
leasing  company.  But  it  wants  to  en- 
hance financial  services  of  all  types. 
So  in  early  1983  the  Prospect  Heights, 
111. -based  company  backed  out  of  a 
brief  flirtation  with  air  travel,  by  sell- 
ing its  Wien  Air  Alaska  unit.  House- 
hold is  considering  converting  many 
of  its  1,150  offices  in  46  states  into  a 
national  banking  network  when  in- 
terstate banking  is  allowed  by  law.  To 
test  the  idea,  Household  plans  in  early 

1984  to  convert  a  half-dozen  HFC  of- 
fices in  southern  California  into  con- 
sumer banks. 

The  $9  billion  (assets)  Student  Loan 
Marketing  Association,  a  newcomer 
to  the  Forbes  rankings,  and  leading 
all  the  rest  in  return  on  equity,  is  also 
expanding  its  financial  services,  al- 
though it  plans  to  stick  mostly  to  the 
education  credit  market.  In  Septem- 


T here's  not  much  mystery  about 
why  Walter  E.  Heller  Interna- 
tional met  a  slow  death  in  1983. 
The  Chicago-based,  highly  diversi- 
fied financial  services  company 
just  wasn't  as  good  at  raising  mon- 
ey as  the  giant  banks  and  near- 
banks  with  whom  it  was  increas- 
ingly competing. 

Interest  rate  volatility  and  the 
inability  of  its  mostly  small  corpo- 
rate clientele  to  repay  debts  during 
the  downturn  squeezed  earnings 
badly.  In  the  first  six  months  earn- 
ings fell  to  $4.4  million  on  rev- 
enues of  $120.7  million,  vs.  $16.3 
million  on  revenues  of  $150.3  mil- 


ber  Sallie  Mae  announced  its  first 
public  stock  offering  and  two  months 
later  announced  plans  to  buy  the 
Providence  Savings  &  Loan  Associ- 
ation in  Virginia.  "In  this  business  our 
size  ranks  us  as  a  boutique/'  says 
President  Edward  Fox.  "We  need  time 
to  grow,  and  this  was  a  logical  step." 

Still  another  company  that  became 
more  deeply  involved  with  financial 
services  in  1983  was  Alleghany  Corp., 
the  old-line  holding  company.  In  1983 
Alleghany's  Investors  Diversified  Ser- 
vices bought  Gray  Siefert  &  Co.,  an 
investment  firm  with  $150  million 
under  management.  But  IDS,  the  gi- 
ant provider  of  mutual  funds  and  in- 
surance policies,  with  a  powerful 
sales  force  now  numbering  4,500, 
most  of  them  in  the  field,  was  then 
sold  to  American  Express.  It  was  an- 
other instance  of  the  increasing  con- 
solidation of  the  industry  as  two  com- 
panies with  obviously  complemen- 
tary distribution  systems  and  product 
lines  joined  forces.  The  deal  should  be 
consummated  early  this  year. 

No  one  has  assembled  a  more  com- 
plete financial  supermarket  than 
American  Express.  Having  digested 
its  1981  acquisition  of  Shearson  and 
its  260  branches,  it  also  acquired 
through  Shearson  two  small  broker- 
age firms  in  1983:  San  Francisco- 
based  Davis  Skaggs  &  Co.  and  Oma- 
ha-based Childs,  Heider.  "Our  objec- 
tive is  to  provide  the  widest  variety  of 
financial  services  available  from  any 
single  source,"  says  Chairman  James 
Robinson  III. 

Amex'  closest  rival  is  Sears,  which 
in  addition  to  being  a  financial  super- 
market is,  of  course,  the  nation's  larg- 
est retailer.  But  Sears  has  no  reason  to 
concentrate  solely  on  financial  ser- 


lion  in  1982.  Heller  was  forced  ini- 
tially into  partial  liquidation.  Early 
in  the  year  the  company  agreed  to 
sell  its  two  factoring  subsidiaries, 
Walter  E.  Heller  &  Co.  and  Walter 
E.  Heller  Overseas  Corp.,  to  The 
Fuji  Bank,  Ltd.  for  $425  million. 
Late  in  the  year  it  agreed  to  sell  its 
third  major  unit,  American  Na- 
tional Corp.,  to  First  Chicago  Corp. 
for  $275  million. 

With  everybody  from  can  com- 
panies to  Xerox  crowding  into  fi- 
nancial services,  Heller's  demise 
may  be  the  harbinger  of  more  to 
come.  But  nobody  seems  to  notice. 
The  lemmings  press  on. — T.O. 


vices.  By  the  third  quarter  of  1983  its 
financial  services  earnings  were  up 
around  25%,  but  retail  earnings  were 
up  much  more,  over  150%. 

Add  to  all  this  activity  the  diversifi- 
cation of  conglomerates  such  as 
Transamerica,  and  it's  obvious  that 
the  financial  services  free-for-all, 
heated  as  it  has  been  up  to  now,  is 
hardly  over.  The  competition  has  al- 
ready added  to  the  drop  in  the  com- 
mercial banks'  share  of  financial  as- 
sets, from  over  60%  in  the  1940s  to 
less  than  40%  today. 

As  for  insurance  brokerage  firms, 
some  moved  to  strengthen  them- 
selves by  making  acquisitions  and 
pruning  costly  units.  Marsh  &. 
McLennan  Cos.  has  been  able  to 
maintain  its  league-leading  profitabil- 
ity rankings  and  also  dump  its  under- 
writing activity,  including  English  & 
American  Insurance  Co.,  the  Ameri- 
can Overseas  Group  and  a  75%  stake 
in  Crusader  Insurance — businesses 
with  a  combined  premium  volume  of 
over  $200  million. 

In  contrast,  luckless  Alexander  & 
Alexander  was  forced  to  cut  its  divi- 
dend by  48%  in  early  1983,  following 
a  $40  million  writedown  and  $26  mil- 
lion loss  resulting  from  its  purchase  of 
the  Alexander  Howden  Group.  Finan- 
cial irregularities  were  found  at  the 
large  British  insurance  broker,  which 
was  purchased  in  1982. 

One  insurance-oriented  company 
that  should  do  better  in  1984  is  Avco. 
The  insurance  operation  may  benefit 
from  a  decline  in  interest  rates,  while 
its  extensive  aerospace  operations 
should  benefit  from  its  booming  de- 
fense work. 

The  companies  likely  to  benefit 
most  from  falling  rates,  of  course,  are 
those  that  derive  most  or  all  of  their 
earnings  from  financial  services.  In- 
cluded in  this  category  are  companies 
such  as  Sallie  Mae  or  the  much  larger 
Federal  National  Mortgage  Associ- 
ation. The  $75  billion  (assets)  Fannie 
Mae  got  back  into  the  black  in  1983 
following  two  tough  years  of  red  ink. 
Now  that  Fannie  Mae,  the  nation's 
largest  mortgage  lender,  has  some 
breathing  room,  the  company  is  ac- 
quiring adjustable  rate  mortgages  and 
lengthening  the  maturity  of  its  debt. 

But,  of  course,  that's  the  trick  in 
this  business:  how  best  to  protect 
yourself  from  rises  in  interest  rates 
and  declines  in  consumer  spending. 
Recently  it  has  been  a  boom-or-bust 
business.  As  for  this  election  year, 
because  interest  rates  are  unlikely  to 
leap  and  households  are  likely  to  con- 
tinue to  spend,  1984  could  turn  out  to 
be  one  of  the  best  years  ever.  ■ 


Bye,  bye,  Walter 
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Bank  bashing  could  be  in  favor  in  Washington 
and  in  the  hustings.  After  all,  somebody  has  to  be 
the  scapegoat  for  high  interest  rates. 


Banks 


By  Thomas  O'Donnell 


NINETEEN-EIGHTY-FOUR  is  an 
election  year,  and  bank  bash- 
ing makes  for  good  politics. 
You  can  make  them  take  the  rap  for 
high  interest  rates,  thus  diverting  the 
blame  from  Congress,  whose  refusal 
to  cut  spending  is  the  real  villain.  You 


can  tar  them  for  those  shaky  foreign 
and  domestic  loans,  too.  Of  the  two 
issues,  the  second  certainly  has  a  fair 
validity. 

In  lending  far  too  much  to  foreign 
nations  and  to  energy-related  borrow- 
ers, the  banks  ignored  a  couple  of  ba- 
sics. Basic  number  one:  Foreign  gov- 
ernments can  and  do  default.  Basic 


number  two:  Just  because  oil  prices 
have  risen  for  a  long  time  doesn't 
mean  they  will  rise  forever. 

In  mid- 1982  falling  oil  prices  led  to 
the  collapse  of  the  Penn  Square  Bank 
of  Oklahoma  City.  Since  then  other 
banks  have  posted  Alaska-size  losses 
on  energy  loans.  In  the  third  quarter 
Seattle's  Seafirst  reported  staggering 


Banks 


Yardsticks  of  management  performance 


Profitability 

Growth 

Earnings 

Return  on  equity 

Return  on  total  capital 

Sales 

per  sha 

re 

latest 

debt/ 

latest 

net 

5 -year 

5-year 

12 

equity 

5-year 

5-year 

12 

profit 

5-year 

5-year 

5-year 

5-year 

Company 

rank 

average 

months 

ratio 

rank 

average 

months 

margin 

rank 

average 

rank 

average 

New  York  banks 

Republic  New  York 

1 

22.8% 

18.6% 

0.6 

1 

15.6% 

13.6% 

8.0% 

1 

41.6% 

1 

20.7% 

Bankers  Trust  NY 

2 

17.6 

15.8 

0.3 

2 

14.2 

13.2 

6.1 

9 

19.4 

2 

20.1 

J  P  Morgan 

3 

15.5 

15.2 

0.3 

3 

13.9 

14.1 

7.6 

4 

22.9 

7 

11.2 

Citicorp 

4 

15.5 

17.1 

2.2 

,  ■  9 

10.1 

9.1 

5.1 

5 

22.9 

8 

9.9 

Irving  Bank 

5 

14.7 

12.3 

0.5 

5 

11.6 

9.6 

4.8 

6 

20.4 

5 

12.8 

Bank  of  New  York 

6 

14.7 

16.2 

0.2 

4 

13.5 

15.2 

6.3 

2 

27.4 

9 

9.8 

Chemical  New  York 

7 

14.6 

13.9 

0.3 

7 

11.5 

11.9 

5.5 

7 

19.8 

6 

11.7 

Manufacturers  Hanover 

8 

14.5 

14.0 

0.7 

6 

11.5 

9.8 

5.0 

3 

24.4 

10 

8.4 

Chase  Manhattan 

9 

14.2 

13.2 

0.4 

8 

11.0 

10.8 

4.9 

8 

19.6 

4 

15.3 

Marine  Midland  Banks 

10 

10.0 

10.7 

0.7 

10 

8.3 

8.4 

4.7 

10 

18.2 

3 

17.8 

'  Medians 

14.7 

14.6 

0.5 

11.6 

11.4 

5.3 

21.7 

12.3 

Regional  banks 

Allied  Bancshares 

1 

26.3% 

25.3% 

0.1 

1 

23.9% 

24.1% 

13.1% 

2 

40.2% 

5 

22.8% 

Trust  Co  of  Georgia 

2 

22.7 

24.0 

0.2 

3 

19.3 

21.6 

12.5 

32 

20.0 

3 

30.4 

Midlantic  Banks 

3 

21.2 

21.4 

0.2 

9 

15.2 

16.3 

9.4 

19 

22.5 

4 

23.5 

Texas  Commerce  Bshs 

4 

21.2 

20.1 

0.1 

2 

19.8 

18.6 

10.7 

3 

30.8 

11 

19.5 

Mercantile  Texas 

5 

20.2 

19.1 

0.3 

5 

16.3 

15.6 

9.8 

1 

40.5 

20 

16.5 

State  Street  Boston 

6 

19.3 

17.4 

0.3 

12 

14.4 

14.4 

8.0 

40 

19.0 

2 

34.9 

Banc  One 

7 

18.2 

18.3 

0.2 

4 

16.9 

16.7 

10.6 

10 

26.3 

26 

13.4 

Bank  of  New  England 

8 

17.9 

16.0 

0.2 

16 

13.6 

12.9 

6.2 

4 

30.4 

18 

16.7 

Fleet  Financial 

9 

17.6 

18.1 

1.3 

36 

11.6 

11.3 

8.8 

49 

17.5 

9 

19.9 

RepublicBank 

10 

17.4 

16.8 

0.3 

10 

15.0 

13.6 

8.6 

6 

28.6 

28 

12.4 

Barnett  Banks  Fla 

11 

17.0 

18.8 

0.3 

13 

14.4 

16.7 

8.3 

11 

24.6 

6 

21.1 

Security  Pacific 

12 

16.9 

16.3 

0.9 

18 

13.4 

]  1.7 

6.1 

18 

22.7 

21 

16.2 

First  Atlanta 

13 

16.9 

19.0 

0.3 

19 

13.2 

15.1 

9.1 

54 

15.1 

8 

20.7 

United  Virginia  Bshs 

14 

16.7 

17.6 

0.3 

30 

12.1 

14.0 

9.3 

53 

15.6 

15 

17.5 

First  Union 

15 

16.7 

19.1 

0.3 

20 

13.2 

16.6 

8.6 

21 

22.2 

12 

19.3 

Note  Explanation  of  Yardsticks  calculations  on  page  $H. 
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energy-related  losses,  to- 
taling $410.7  million, 
that  drove  the  company 
into  the  arms  of  Bank  of 
America.  In  August  First 
National  Bank  of  Midland,  Tex.  an- 
nounced a  $109  million  loss  and  said 


nearly  25%  of  its  loans,  some  $314 
million,  were  nonperforming.  That 
led  to  a  run  on  the  bank,  which  was 
kept  alive  only  by  an  emergency  $100 
million  loan  extended  by  the  Federal 
Deposit  Insurance  Corp.  First  Nation- 
al is  now  in  receivership. 


In  October  Dallas-based  InterFirst, 
the  state's  largest  bank  holding  com- 
pany, reported  a  $194  million  third- 
quarter  loss.  But  the  losses  were  not 
limited  to  the  Southwest  and  Far 
West:  Other  major  losers  in  the  ener- 
gy game  were  Chase  Manhattan  and 


Banks 

Yardsticks  of  management  performance 


Profitability 

Growth 

Earnings 

Return  on  equity 

Return  on  total  ca 

pital 

Sales 

per  share 

latest 

debt/ 

latest 

net 

5-year 

5-year 

12 

equity 

5-year 

5-year 

12 

profit 

5-year 

5-year 

5-year 

5-yea 

Company 

rank 

average 

months 

ratio 

rank 

average 

months 

margin 

rank 

average 

rank 

avera 

PNC  Financial 

16 

16.6% 

16.8% 

0.1 

8 

15.3% 

15.1% 

9.3% 

12 

24.5%  % 

23 

15.0' 

First  City  Bancorp 

17 

16.5 

9.9 

0.1 

7 

16.0 

9.6 

5.5 

5 

29.9 

27 

12.9 

First  Security 

18 

16.5 

15.4 

0.6 

32 

12.0 

1 1.2 

9.7 

48 

17.8 

38 

10.0 

Valley  National 

19 

16.4 

1 1.9 

0.0 

6 

16.2 

1 1.9 

6.1 

28 

21.1 

24 

14.1 

NCNB 

20 

16.0 

16.8 

0.5 

24 

12.7 

13.4 

7.6 

17 

22.8 

19 

16.7 

CBT 

21 

15.9 

15.2 

0.3 

22 

12.9 

11.6 

7.1 

41 

18.9 

17 

16.9 

Citizens  &  Sthrn  Ga 

22 

15.7 

16.7 

0.4 

14 

14.4 

14.1 

8.4 

56 

13.8 

1 

36.9 

U  S  Bancorp 

23 

15.5 

10.9 

0.5 

33 

11.9 

8.8 

7.6 

46 

18.1 

37 

10.1 

Mercantile  Bancorp 

24 

15.5 

13.1 

0.3 

27 

12.3 

11.0 

7.5 

39 

l  q  n 

36 

10.4 

Bank  of  Boston 

25 

15.4 

15.7 

0.5 

35 

11.6 

12.9 

5.4 

16 

23.3 

16 

17.5 

First  Interstate  Bancp 

26 

15.4 

12.7 

0.6 

25 

12.6 

10.5 

5.5 

34 

19.8 

25 

13.8 

Southwest  Bancshares 

27 

15.2 

1 1*6 

0.3 

15 

14.1 

10.5 

6.4 

7 

28.5 

32 

11.6 

Texas  American  Bshs 

28 

15.2 

12.9 

0.5 

17 

13.5 

11.2 

7.3 

9 

27.1 

33 

11.5 

First  Natl  State  Bcp 

29 

15.1 

16.6 

0.2 

23 

12.8 

15.2 

8.9 

37 

30 

12.2 

Wachovia 

30 

14.8 

16.9 

0.0 

11 

14.6 

17.1 

9.7 

38 

19.1 

29 

12.2 

Southeast  Banking 

31 

14.6 

12.8 

0.4 

39 

11.3 

10.8 

6.7 

29 

20.8 

22 

16.2 

InterFirst 

32 

14.5 

def 

0.5 

26 

12.4 

def 

def 

8 

28.1 

42 

6.9 

First  Bank  System 

33 

14.4 

13.9 

0.5 

31 

12.1 

11.4 

6.8 

23 

21.6 

40 

9.8 

Sun  Banks 

34 

14.2 

14  6 

21 

12.9 

1  9  O 

7  6 

10 

19.8 

Wells  Fargo 

35 

14.1 

12.5 

1.2 

43 

11.0 

9.5 

4.9 

30 

20.8 

39 

10.0 

Corestates  Financial 

.... 

36 

14.0 

16.5 

0.3 

36 

11.6 

15.7 

9.3 

55 

14.4 

- 

35 

1 1 .3 

Maryland  National 

37 

14.0 

12.6 

0.5 

34 

11.8 

10.4 

7.4 

47 

18.0 

34 

11. 4 

Rainier  Bancorp 

38 

13.6 

12.1 

0.2 

29 

12.2 

10.8 

6.4 

31 

20.3 

41 

8.6 

BankAmerica 

39 

13.4 

7.7 

0.5 

40 

11.3 

7.7 

2.8 

36 

19.5 

47 

5.3 

First  Wisconsin 

40 

13.3 

1  Z.o 

\j.<j 

42 

11.0 

1 1 .  j 

0.0 

C7 

3 1 

13 

18.8 

Mellon  National 

41 

13.2 

i  2  n 

lo.U 

U.J 

38 

11.4 

1 1  l 

A  ft 

25 

21.4 

31 

12.2 

Norwest 

42 

12.9 

10.4 

1.1 

51 

10.2 

6.9 

4.9 

20 

22.4 

43 

6.7 

National  City 

43 

12.8 

11.9 

0.2 

27 

12.3 

10.4 

7.1 

22 

22.1 

54 

3.7 

Fidelcor 

44 

12.5 

21.0 

0.3 

48 

10.6 

17.4 

9.4 

60 

9.9 

14 

18.7 

Society 

45 

12.3 

12.4 

0.3 

41 

11.1 

10.7 

7.3 

24 

21.6 

49 

5.1 

Continental  Illinois 

46 

12.1 

6.8 

0.7 

49 

10.6 

6.5 

2.6 

13 

24.2 

51 

4.0 

NBD  Bancorp 

47 

11.6 

10.7 

0.2 

47 

10.7 

10.0 

6.9 

51 

17.2 

45 

6.3 

Crocker  National 

48 

11.6 

5.3 

0.2 

52 

9.3 

5.4 

2.5 

26 

21.3 

46 

6.0 

Shawmut 

49 

114 

10.6 

0.3 

44 

10.8 

9.9 

4.9 

33 

19.9 

7 

21.1 

Centerre  Bancorp 

50 

11.3 

7.3 

0.3 

50 

10.5 

6.5 

4.1 

27 

21.2 

50 

4.9 

Comerica 

51 

11.2 

10.8 

0.1 

45 

10.8 

11.1 

5.9 

34 

19.8 

52 

3.8 

California  First  Bnk 

52 

10.8 

8.1 

0.1 

56 

8.7 

8.0 

4.0 

15 

23.4 

53 

3.7 

AmeriTrust 

53 

10.8 

9.6 

0.0 

46 

10.8 

9.6 

10.1 

58 

13.2 

48 

5.2 

Michigan  National 

54 

10.2 

8.2 

0.3 

57 

8.7 

7.8 

3.7 

50 

17.3 

59 

0.2 

Manufacturers  National 

55 

10.1 

12.5 

0.2 

53 

9.3 

11.6 

6.3 

45 

18.2 

56 

0.9 

Northern  Trust 

56 

10.0 

6.4 

0.1 

54 

9.2 

6.2 

3.1 

42 

18.8 

55 

3.6 

First  Chicago 

57 

9.4 

11.6 

0.5 

58 

8.6 

9.9 

4.7 

44 

18.6 

58 

0.5 

Harris  Bankcorp 

58 

9.3 

8.7 

0.1 

55 

8.8 

8.2 

4.2 

43 

18.7 

57 

0.7 

BanCal  Tri-State 

59 

9.2 

13.7 

0.3 

59 

7.7 

11.8 

6.2 

59 

12.9 

44 

6.4 

BancOhio 

60 

6.9 

4.8 

0.1 

60 

6.8 

5.2 

2.9 

52 

16.6 

60 

^.4 

First  Pennsylvania 

61 

def 

def 

3.6 

61 

def 

2.7 

def 

61 

3.5 

61 

P-D 

Medians 

14.6 

12.9 

0.3 

12.1 

11.3 

6.9 

20.3 

12.2 

Industry  medians 

14.7 

13.2 

0.3 

12.0 

11.3 

6.7 

20.4 

12.2 

All-industry  medians 

15.1 

12.6 

0.4 

10.8 

8.6 

3.5 

12.4 

9.4 

Note.  Explanation  of  Yardsticks  calculations  on  page  38 
tFour  year  growth.    P-D:  profit  to  deficit,    def  deficit 
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Continental  Illinois. 

Further  energy-related  losses  will 
occur  in  1984,  but  the  worst  may  be 
over.  By  contrast,  there's  still  great 
concern  about  loans  to  the  developing 
countries.  These  huge  liabilities  are 
more  than  half  again  as  large  as  the 
total  capitalization  of  the  U.S.  bank- 
ing system  and  more  than  twice  the 
capital  of  the  nine  largest  U.S.  banks. 

This  is  causing  some  powerful  crit- 
ics to  say  that  banking  has  become 
too  important  a  matter  to  leave  to 
bankers.  The  pickle  heir,  Senator  John 
Heinz  (R-Pa.),  seems  to  think  the 
politicians  should  have  more  say.  He 
has  introduced  a  bill  to  end  the  blur- 
ring of  distinctions  between  banks, 
insurance  companies  and  brokerage 
firms.  He  also  is  working  on  a  bill  that 
would  put  a  moratorium  on  mergers 
between  banks  and  nonbanks.  How 
these  would  make  for  fewer  problem 
loans  is  not  clear,  probably  not  even 
to  the  senator  himself.  The  fact  is  that 
some  banks  do  better  sticking  strictly 
to  banking  while  others  thrive  in  a 
variety  of  businesses.  All  the  laws  in 
the  world  won't  save  dumb  bankers 
from  dumb  mistakes. 

"We  think  the  best  business  for  us 
is  basic  banking,  now  and  in  the  fu- 
ture," says  John  Medlin  Jr.,  president 
and  CEO  of  conservative  Wachovia, 
representing  the  straight-line  banking 
point  of  view.  But  Security  Pacific 
Chairman  Richard  Flamson  III  takes 
an  opposite  point  of  view:  "Our  strong 
profit  growth  reflects  our  balanced, 
broadly  based  diversification  of  finan- 
cial services,"  he  says. 


The  numbers  are  enough  to  put 
the  fear  of  God  in  you:  Brazil 
owes  U.S.  banks  some  $22  billion, 
out  of  its  $90  billion  in  total  for- 
eign debt.  Argentina  owes  U.S. 
banks  $8.6  billion,  out  of  its  $40 
billion  borrowed  overseas.  Data 
Resources,  Inc.  predicts  serious  re- 
sults for  the  U.S.  were  both  nations 
to  stop  making  payments  for  a  year 
to  a  year  and  a  half:  a  loss  of  $30.2 
billion  from  GNP  and  nearly 
500,000  jobs,  an  increase  of  $10.2. 
billion  in  the  budget  deficit  and  an 
increase  of  0.74%  in  the  federal 
funds  rate. 

The  problem  is  serious,  but  un- 
likely to  come  to  that.  In  interna- 
tional banking  the  golden  rule  is: 
The  bigger  the  problem,  the  less 
likely  it  will  occur.  And  the  bigger 


Senator  Heinz  ought  to  understand 
that  either  approach,  if  managed  well, 
can  bring  success.  According  to  the 
Forbes  Yardsticks,  Security  Pacific's 
return  on  equity  over  the  last  five 
years  has  averaged  16.9%,  slightly 
ahead  of  Wachovia's  14.8%.  Yet  Wa- 
chovia's  return  on  total  capital  over 
the  same  period  has  been  14.6%,  com- 
pared with  an  almost  as  good  13.4%  at 
Security  Pacific. 

But  Heinz  is  not  alone  in  his  desire 
to  stop,  or  at  least  slow  down,  banking 
deregulation  and  subject  the  banks  to 
stricter  control.  An  Administration 
task  force  seeking  ways  to  streamline 
overlapping  bank  regulatory  agencies 
is  making  little  headway.  Although 
the  current  banking  crisis  is  providing 
an  opening  to  those  who  dislike  the 
idea  of  free  enterprise  being  really 
free,  the  trend  toward  deregulation 
will  not  be  permanently  reversed. 
"These  attempts  to  reverse  the  trend 
are  just  a  wiggle,  a  twist  in  the  trail," 
says  Edward  Crutchfield  Jr.,  president 
of  North  Carolina's  First  Union. 

But  there  is  no  getting  away  from 
the  fact  that  bankers  have  made 
some  rotten  loans  and  that  in  many 
cases  they  should  have  known  bet- 
ter. As  a  means  of  making  them 
more  careful  in  the  future,  the  Feder- 
al Reserve,  the  Federal  Deposit  In- 
surance Corp.  and  the  Comptroller 
of  the  Currency  will  be  establishing 
stricter  guidelines  as  to  when  re- 
serves must  be  set  aside  for  interna- 
tional loans  that  are  restructured  or 
nonperforming.  In  other  words,  they 
don't  want  banks  sweeping  mistakes 


the  culprit,  the  less  likely  he  will 
be  punished.  That  means  a  big 
bank  won't  go  bust.  It  might  expe- 
rience big  losses,  however.  The  Fed 
won't  do  much  about  those,  but  it 
will  find  ways  to  keep  the  banks 
solvent.  How?  Bailing  the  banks 
out  at  discount  on  the  bad  loans 
would  be  one  way.  That  would 
play  hell  with  bank  earnings  but 
not  with  the  economy.  "Sophisti- 
cated investors  are  worried  about 
earnings  streams.  Nobody  is  very 
worried  about  a  big  bust,"  says 
A.G.  Becker  Paribas  analyst 
George  Salem.  A  cynic  might  say 
that  small  lenders  and  small  busi- 
nessmen are  punished  for  their 
mistakes  but  that  the  big  ones  get 
away  with  it.  The  cynics  would  be 
correct  in  this  case. — T.O. 


under  the  rug  and  hoping  for  the 
best.  At  the  moment  the  individual 
banks  have  wide  latitude  in  deciding 
when  a  loan  is  nonperforming.  As  a 
result,  there  are  big  variations.  Some 
banks  classify  loans  as  nonperform- 
ing when  they  are  in  arrears  for  30 
days.  More  charitable  or  more  hard- 
pressed  institutions  give  their  cli- 
ents, and  themselves,  the  full  90-day 
grace  period  allowed  by  law. 

Banks  also  determine  how  much  to 
set  aside  as  reserves.  Conservative 
banks  often  set  aside  more  than  their 
aggressive  counterparts.  At  J. P.  Mor- 
gan, for  example,  reserves  are  1.39% 
of  total  loans.  At  Citicorp,  by  con- 
trast, the  figure  is  only  0.83%. 

Curiously,  the  present  problems  are 
speeding,  not  slowing,  the  rash  of 
mergers  in  banking.  Why?  Because 
bigger  banks,  presumably,  are  stron- 
ger banks.  "In  1984  interstate  banking 
will  take  a  giant  step  toward  reality," 
predicts  CoreStates  Financial  Corp 
Chairman  G.  Morris  Dorrance. 

Indeed,  regional  banking  zones  in 
New  England,  the  Pacific  Northwest, 
the  midatlantic,  the  Southeast  and 
the  Midwest  may  soon  become  a  re- 
ality. A  bill  recently  introduced  by 
Jake  Garn  (R-Utah),  chairman  of  the 
Senate  Committee  on  Banking,  Hous- 
ing &  Urban  Affairs,  would  prohibit 
the  25  largest  banks  from  merging 
with  the  largest  insurance  companies, 
securities  firms,  real  estate  compa- 
nies and  other  financial  organiza- 
tions. On  the  other  hand,  it  would  go 
counter  to  Senator  Heinz'  straitjacket 
bill  and  allow  banks  to  engage  in  a 
wide  range  of  nonbanking  financial 
activities.  So  at  the  moment  the  pic- 
ture is  mixed,  although  the  long-term 
trend  is  clear:  deregulation  of  the 
banking  system. 

None  of  this  political  back-and- 
forth  had  much  effect  on  bank  earn- 
ings last  year.  In  early  1983  earnings 
at  many  big  banks  were  up  because 
margins  widened  as  interest  rates  fell. 
Banks  were  also  flush  with  funds 
pulled  in  by  the  new  deregulated 
money  market  accounts.  But  as  the 
year  progressed,  corporate  cash  flow 
picked  up,  reducing  the  need  for  cost- 
ly bank  borrowing.  So  earnings  at  the 
big  commercial  banks  took  a  tumble 
late  in  the  third  quarter  and  posted  a 
modest  recovery  in  the  fourth. 

Earnings  at  many  regional  banks, 
by  contrast,  held  up  much  better 
through  the  year-end.  The  outlook  for 
regional  and  small  banks  in  1984  is 
even  brighter  because  a  recovery  in 
capital  spending  and  continued  heavy 
consumer  spending  are  likely  to  push 
up  domestic  loan  volume.  ■ 


What  if  the  sky  falls? 
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Thanks  to  Congress,  thrifts  are  loaded  with  exot- 
ic new  powers.  So  what  are  they  doing?  Writing 
mortgages,  and  loving  it. 


The  thrifts 


By  Michael  Cieply 


REMEMBER  WHEN  THRIFTS  Were 
restricted  by  law  to  the  mort- 
gage business  and  complained 
bitterly  of  being  forced  to  borrow 
short  and  lend  long?  So,  in  October 
1982,  they  got  their  way.  Congress, 
under  the  auspices  of  the  Garn-St 
Germain  deregulatory  act,  freed  S&Ls 
to  invest  in  such  racier  pursuits  as 
equipment  leasing  and  commercial 
loans.  Armed  to  the  teeth  with  new 
lending  authority,  S&Ls  enter  the 
year  packing  about  $670  billion  in 
largely  deregulated  deposits  and  not 
less  than  $2  billion  in  fresh  stock- 
holders' equity.  To  put  things  in  per- 
spective, that  is  three  times  the  total 
amount  of  equity  the  industry  raised 
between  1975  and  1982. 

So,  are  the  thrifts  breathing  fire?  Do 


they  stand  poised  to  lay  waste  to  the 
financial  services  landscape?  On  the 
contrary,  most  S&L  executives  are 
now  purring  sweetly  about  the  redis- 
covered virtues  of  home  mortgage 
lending. 

Over  75%  of  thrift  assets  and  a  sig- 
nificant 78%  of  new  investment  re- 
main in  mortgage-related  activity. 
S&L  mortgage  commitments  rose 
more  than  120%,  to  a  record  $120 
billion,  in  1983.  All  this  bustle  sent 
thrifts  into  the  black,  with  $1.1  bil- 
lion in  first-half  profits,  for  the  first 
time  since  1980. 

That  concentration  on  mortgages 
represents  choice,  not  necessity.  One 
indication  is  that  Great  Western,  long 
an  industry  leader,  recently  disman- 
tled its  newly  staffed  commercial 
credit  department  without  bothering 
to  make  a  single  loan.  "We  plan  to 


remain  housing  specialists,"  pro- 
claims GW's  Chairman  James  Mont- 
gomery. The  $12.5  billion  (1983  de- 
posits) Los  Angeles-based  thrift  could 
post  profits  as  high  as  a  record  $97 
million  in  1984  by  sticking  close  to 
the  mortgage  business. 

Even  an  activist  like  First  Nation- 
wide Financial  Corp.  Chairman  An- 
thony Frank  now  claims  the  old  ways 
are  best:  "Home  lending  has  got  to  be 
the  most  sensational  business  there 
ever  was,"  says  Frank,  whose  San 
Francisco-based  S&L  is  82%  owned 
by  National  Intergroup,  Inc.,  formerly 
known  as  National  Steel.  "We  make 
safe  loans,  they're  secured,  and  we 
deal  with  individuals.  We're  wonder- 
ful institutions." 

What's  going  on,  you  ask?  For  years 
the  thrifts  complain  about  being  tied 
down  to  mortgage  lending.  Then  the 


The  thrifts 

Yardsticks  of  management  performance 


Profitability 

Growth 

Earnings 

Return  on  equity 

Return  on  total  capital 

Sales 

per  share 

latest 

debt/ 

latest 

net 

5-year 

5-year 

12 

equity 

5-year 

5-year 

12 

profit 

5-year 

5-year 

5-year 

5-yeai 

Company 

rank 

average 

months 

ratio 

rank 

average 

months 

margin 

rank 

average 

rank 

avera 

Fin  Corp  of  America 

1 

42.8% 

82.0% 

0.9 

1 

25.3% 

52.7% 

9.8% 

1 

58.3% 

1 

61.2° 

Golden  West  Finl 

2 

14.6 

48.3 

.  0.3 

2 

12.7 

39.6 

8.3 

3 

31.7 

3 

0.6 

City  Federal  S  &  L 

3 

9.5 

21.7 

0.0 

3 

9.6 

21.2 

5.3 

2 

38.8| 

2 

11.51 

H  F  Ahmanson 

4 

4.2 

12.6 

0.2 

4 

4.0 

116 

4.6 

9 

17.9 

4 

-16.7 

Gt  Western  Financial 

5 

2.8 

5.6 

0.6 

5 

3.9 

6.1 

2.7 

8 

19.1 

5 

-23.0 

Gibraltar  Financial 

6 

def 

21  0 

0.3 

6 

1.0 

18.9 

4.6 

6 

21.4 

8 

P-D 

Imperial  Corp  of  Am 

def 

0.8 

def 

def 

10 

13.414 

8 

P-Di 

Calif  Federal  S&L 

6.2 

5 

26.0tt 

6 

-24.95 

Glendale  Federal  S&L 

4.3 

4 

26.8M 

7 

-29.1J 

Home  Federal  S&L-Cal 

2.8 

7 

20.7** 

8 

P-D: 

Industry  medians 

6.9 

21.0 

0.3 

6.8 

18.9 

4.6 

23.7 

-24.0 

All-industry  medians 

15.1 

12.6 

0.4 

10.8 

8.6 

3.5 

12.4 

9.4 

Note.  Explanation  of  Yardsticks  calculations  on  page  38 

tf'our-year  growth    14  Three-year  growth.    P-D  profit  to  deficit    def:  deficit    "Not  available;  not  ranked 
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minute  they  get  the  right  to  branch 
out  of  it,  they  start  singing  the  praises 
of  mortgage  lending  again.  Well,  it's 
not  as  perverse  as  it  might  seem. 
What's  happened  is  that  in  the  inter- 
im the  economics  of  mortgage  lend- 
ing have  improved  dramatically.  Fall- 
ing inflation  reduced  pending  losses 
on  old  mortgages.  Lower  interest  rates 
boosted  demand  sharply  for  new 
loans.  Meanwhile,  bloated  home  eq- 
uity from  the  1970s  is  finally  turning 
liquid  as  the  housing  market  im- 
proves on  lower  interest  rates. 

Look  at  it  from  the  thrifts'  point  of 
view.  Suppose,  to  be  mildly  optimis- 
tic, that  interest  rates  drop  a  notch — 
say,  an  entirely  possible  150  basis 
points  to  12%.  Say  rates  manage  to 
stick  at  that  level  at  least  through  the 
election.  Analysts  figure  that  could 


cause  mortgage  demand  to  jump  an- 
other 50%  this  year,  perhaps  doubling 
profits  for  the  bigger,  well-managed 
companies  in  1984. 

But  are  thrifts  merely  drinking  of 
the  same  poison  that  almost  killed 
them  in  the  last  downturn?  Not  if  you 
believe  the  industry  mavens.  "You 
have  to  understand  that  the  econom- 
ics of  mortgage  lending  have  changed 
radically  in  the  last  year,"  explains 
Gibraltar  Financial  Corp.  Vice  Presi- 
dent of  Corporate  Development  Wil- 
liam Barger.  "The  AML  [adjustable 
mortgage  loan]  has  finally  arrived." 

Adjustable  loans,  typically  guaran- 
teeing about  a  2-point  spread  over 
cost  of  funds,  now  account  for  a 
heartening  60%  of  new  mortgage 
commitments  by  S&Ls,  up  from 
28%   as  recently  as  July.  "We've 


found  the  bells  and  whistles  to  make 
it  attractive,"  says  Dennis  Jacobe  of 
the  U.S.  League  of  Savings  Institu- 
tions. Maybe  the  loudest  bell  is  the 
fact  that  high  fixed-rate  interest — 
about  13%  through  most  of  the  sum- 
mer— compares  unfavorably  at  the 
moment  with  adjustables,  which  go 
for  as  little  as  10%. 

A  big  player  like  California-based 
H.F.  Ahmanson's  Home  Savings  of 
America  is  pushing  hard  to  convert  its 
old  fixed-rate  portfolio  to  adjustables 
at  the  breakneck  pace  of  2.6%  a 
month.  Ahmanson  hopes  to  have  an 
impressive  50%  of  its  existing  loans 
in  adjustables  by  next  year.  Great 
Western  figures  it  should  have  60%  of 
its  portfolio  in  variable  rates  before 
the  end  of  1984. 

But  not  everybody  has  taken  the 


The  hot  money 


One  little-noticed  thrift  statistic 
has  FHLBB  Chairman  Edwin 
Gray  doing  a  slow  burn.  During  the 
first  six  months  of  1983,  "brokered 
deposits"  at  S&Ls  shot  up  75%,  to 
about  $16  billion,  or  3%  of  total 
deposits.  That  was  enough  to  send 
Gray  marching  before  Congress 
with  a  sharp  complaint  about 
"back  door  entry"  by  the  cash 
management  firms  to  the  federal 
deposit  insurance  system. 

Brokered  deposits  are  big  lumps 
of  highly  liquid  money  placed  in 
banks  or  S&Ls  by  third-party  inter- 
mediaries, including  money  funds. 
Handling  that  kind  of  wholesale 
money  is  hardly  new  for  the  thrifts. 
But  deregulation  allowed  the  de- 
positors to  collect  a  negotiated  in- 
terest rate,  and  still  enjoy  federal 
deposit  insurance,  simply  by 
breaking  those  deposits  into 
$100,000  increments.  Thus  is  your 
friendly  money  fund  salesman  able 
to  promise  that  your  fund  shares 
are  as  safe  as  your  S&X  deposits. 

Example:  Merrill  Lynch  has  a  tie-up  with  12  S&Ls, 
which  agree  to  take  between  $10  million  and  $1  billion 
each  in  brokered  money.  In  this  way  Merrill  can  shoe- 
horn as  much  as  $1.2  million  per  customer  into  insured 
accounts  of  $100,000  or  less,  one  insured  account  for 
each  S&L  in  the  network.  Naturally,  ML  takes  full 
advantage  of  its  muscle  to  get  the  highest  possible  rates, 
while  keeping  the  names  of  depositors  hidden  from  the 
thrifts,  so  S&Ls  don't  shop  their  customer  base. 

Some  thrifts  are  suspicious  of  this  hot  money.  "Any 
broker  holds  the  institution  hostage,"  says  one  S&L 
chief  who  declined  to  sign  on  with  Merrill  Lynch.  "One 
day  they  can  tell  you,  'Hey,  15%  of  your  deposits  are 
maturing,  and  instead  of  a  1 -point  fee,  I  need  2.'  Can 


FDIC  Chairman  William  Isaac  (left)  and  FHLBB  Chairman  Edwin  Gray 
A  warning  shot  for  the  money  brokers. 


you  afford  to  have  those  deposits  withdrawn?" 

Gray  contends  that  brokered  money  tempts  S&Ls  to 
hype  their  growth  and  take  big  loan  risks  without 
bothering  to  beef  up  underlying  net  worth.  He  may  have 
a  point.  In  1981-82  brokered  funds  were  a  significant 
factor  in  35  mergers  of  troubled  S&Ls,  which  relied  on 
third-party  money  for  as  much  as  70%  of  deposits. 
Moreover,  Gray  fears  that  some  newly  chartered  thrifts 
will  attempt  to  operate  as  "sixth-floor  shops,"  using  no 
conventional  savings,  but  only  federally  insured  bro- 
kered funds. 

So  far,  it's  all  legal.  "But  insurance  is  finite,"  Gray 
angrily  points  out.  "We  can't  serve  as  guarantors  for  the 
whole  financial  system."  Nor  should  they. — M.C. 
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adjustable  pledge.  Los 
Angeles-based  Financial 
Corp.  of  America,  which 
has  posted  a  58%  aver- 
age revenue  growth  and 
43%  average  return  on  equity  for  the 
last  five  years — in  part  by  writing  lots 
of  high-risk  loans  during  the  down- 
turn— is  still  lending  heavily  at  fixed 
rates.  That  means  $22  billion  (1983 
assets)  FCA,  the  nation's  largest  S&L 
since  its  acquisition  of  Mark  Taper's 
First  Charter  Financial  Corp.  in  Au- 
gust, will  have  to  sell  at  least  $8  bil- 
lion worth  of  loans  on  the  secondary 
market  in  1984,  or  face  whiplash 
should  rates  jag  upward. 

Happy  as  they  are  to  discover  that 
they  can  make  money  again  in  their 
basic  business,  the  S&Ls  are  not  ig- 
noring their  new  freedom.  Not  sur- 
prisingly, the  S&Ls  that  have  ven- 
tured most  aggressively  outside  the 
mortgage  field  tend  to  be  found  where 
the  state  regulatory  mood  is  most  lib- 
eral: in  Florida,  Texas,  Ohio,  Colorado 
and,  above  all,  freewheeling  Califor- 
nia, which  harbors  23%  of  the  na- 
tion's thrift  assets.  Since  January  1983 
state-chartered  California  S&Ls  can 
invest  up  to  100%  of  assets  in  just 
about  anything,  from  building  apart- 
ments to  owning  and  operating  hot- 
dog  stands.  California  S&L  Commis- 
sioner Lawrence  Taggart  says  he  is 
reviewing  120  applications  for  new 
state  S&Ls  and  claims  that  at  least 
five  big  federal  institutions,  including 
$3.5  billion  (1983  deposits)  Gibraltar, 
are  toying  with  conversion  to  the 
wide-open  state  charter. 

Taggart  can  expect  sharp  opposition 
from  far  more  conservative  Edwin 
Gray,  since  last  May  chairman  of  the 
Federal  Home  Loan  Bank  Board. 
Gray's  fear  is  that  California-char- 
tered gamblers  might  dump  undue 
risk  on  the  Federal  Savings  &  Loan 
Insurance  Corp.,  whose  $7.5  billion 
trust  fund  supported  70  assisted  merg- 
ers in  what  is  recalled  as  "the  holo- 
caust" of  1981-82.  Gray  has  a  point. 
Why  indeed  should  federal  insurance 
intended  for  home  mortgages  be  used 
to  cover  aircraft  and  hotel  lending? 
Last  year  Gray  delayed  insurance  cov- 
erage for  some  new  California  thrifts 
by  pushing  more  conventional  S&Ls 
to  the  top  of  the  application  pile. 
More  recently,  he  posted  FSLIC  ac- 
cess rules  so  stringent  that  California 
might  conceivably  be  forced  to  set  up 
its  own  insurance  system. 

Meanwhile,  Gray  hints  that,  pend- 
ing recommendations  from  a  George 
Bush-chaired  task  force  on  the  status 
of  U.S.  depository  institutions,  S&Ls 
straying  too  far  from  home  lending 


could  find  themselves  shunted  to  reg- 
ulation by  the  less-accommodating 
Fed,  and  thus  cut  off  from  long-term 
FHLBB  advances. 

Such  threats,  however,  do  nothing 
to  dampen  the  enthusiasm  of. David 
McDougall,  administrative  vice  presi- 
dent of  $1.2  billion  (1983  deposits) 
Beverly  Hills  Savings  &  Loan,  which 
has  used  its  California-endowed  pow- 
ers to  the  hilt.  "What  we  call  'activity 
income'  [from  new  ventures]  ac- 
counts for  25%  of  gross,  and  we  hope 
to  exceed  that  level  this  year,"  says 
McDougall.  Since  1982  Beverly  Hills 
has  sold  half  its  branch  system,  ac- 
quired a  pension  administration  busi- 
ness and  plunked  over  $200  million 
into  direct  real  estate  investment.  Re- 
sult: 1983  per  share  profits  were  up  an 
estimated  27%,  excluding  extraordi- 
nary gains  from  asset  sales  in  1982. 

If  most  S&Ls  are  prospering  at  the 
moment,  McDougall  knows  the  real 
test  will  come  when  tough  times  re- 
turn. "Cycles  are  more  frequent  now 
and  more  severe  than  they  used  to 
be,"  he  warns.  "Trouble  will  come 
again.  So  this  is  the  time  to  do  lots  of 
fixing." 

That,  in  fact,  is  precisely  what's 


-  ALWAYS  - 

COME  OUT 
AHEAD. 


Marketing  AMLs  in  California 

"We found  the  bells  and  whistles." 

happening.  Prudent  S&Ls  are  selling 
old  loans,  rigorously  matching  asset 
and  liability  maturities  and,  above  all, 
chasing  new  capital  in  the  equity  mar- 
kets. Led  by  the  Philadelphia  Saving 
Fund  Society,  which  raised  a  record 
$394  million  initial  public  offering  in 
September,  60  mutual-form  S&Ls  and 
savings  banks  converted  to  public 
stock  ownership  in  1983.  Conver- 
sions should  work  wonders  for  indus- 
try net  worth,  which  declined  27%,  to 
$24  billion,  in  the  two-year  debacle. 
But  overall  figures  are  cold  comfort  to 


the  would-be  converters  caught  nap- 
ping when  S&L  stocks  fell  35%  from 
their  May  1 983  peak.  One  noteworthy 
laggard:  New  York's  $6  billion  (1983 
deposits)  Dime  Savings  Bank,  the  na- 
tion's ninth-largest  thrift,  which  still 
anticipates  a  public  offering. 

A  kindly  nod  from  the  market  could 
bring  Dime  and  as  many  as  100  more 
new  conversions  out  of  the  wood- 
work. If  so,  stock-picking  among 
thrifts  will  become  considerably  more 
sporting  than  it  was  in  the  old  "three- 
six-three"  days,  when  S&L  officers 
took  in  money  at  3%,  loaned  it  at  6% 
and  hit  the  golf  course  by  3  o'clock. 

Some  tips  on  wading  through  the 
thickening  morass  of  publicly  traded 
thrift  institutions: 

•  Worry  about  talent.  Deregulation 
leaves  plenty  of  room  for  mistakes. 
Says  McDougall  of  Beverly  Hills: 
"You  can't  turn  old,  blue-suited  loan 
officers  into  real  estate  wizards  over- 
night." Hence,  even  pros  such  as  Gi- 
braltar are  raiding  the  commercial 
banks  to  staff  new  ventures. 

•  New  issues  are  expensive.  Fresh 
conversions  outperformed  previously 
traded  S&Ls  in  1983,  but  they  are 
increasingly  pricey.  Why  pay  an  infi- 
nite multiple  for  a  new  stock  like 
Fortune  Federal  of  Florida,  which 
posted  losses  of  $2.03  per  share  for  the 
last  12  months,  if  you  can  pick  up  Los 
Angeles'  profitable  Ahmanson  at  8 
times  earnings? 

•  Beware  the  fixed-rate  lenders. 
Lots  of  S&Ls  still  make  fixed-rate 
loans,  piously  claiming  they  will  have 
no  trouble  packaging  those  hot  pota- 
toes for  immediate  sales  on  the  sec- 
ondary market.  "It's  not  always  true," 
cautions  Shearson/American  Express 
analyst  Allan  Bortel.  Packaging  loans 
is  a  tricky  business,  largely  dependent 
on  tiny  interest-rate  fluctuations. 
Ham-handed  players  can  be  stuck 
with  dead  weight  if  interest  rates  sud- 
denly pick  up. 

How  you  feel  about  the  future  of 
thrifts,  however,  fundamentally  de- 
pends on  how  you  feel  about  interest 
rates.  The  big  question  still  remains: 
Will  the  rates  hold  until  balance 
sheets  are  fixed  and  the  old,  cheap 
portfolios  are  consigned  to  history? 
That,  say  the  experts,  could  take  at 
least  two  more  years.  Ventures  First 
Nationwide's  Frank:  "If  the  present 
climate  lasts  through  1985,  then  the 
drag  is  eliminated  and  we're  a  whole 
new  industry." 

If  not?  He  shrugs  reassuringly,  con- 
templating the  drive  toward  variable 
rate  mortgages,  and  says:  "Every 
month  that  goes  by  is  one  more  piece 
of  armor."  ■ 
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An  economic  recovery  is  long  overdue  for  the 
insurance  industry,  but  don't  expect  it  to  arrive 
before  the  end  of  the  year. 


Insurance 


By  William  Baldwin 


T|  HE  ECONOMIC  RECOVERY  has 
supposedly  been  under  way  for 
a  year.  Isn't  it  about  time  the 
insurance  industry  hit  bottom?  For 
the  fourth  time  in  a  row,  current  prof- 
itability (seep.  64,  "Return  on  total  cap- 
ital" column)  has  lagged  the  five-year 
average.  Property/casualty  stocks 
lagged  the  market  for  most  of  1983. 
Earnings  in  the  life  insurance  indus- 
try have  been  deteriorating  since 
1980.  "There  isn't  much  more  bottom 
left,"  says  Robert  Haugh,  president  of 
St.  Paul  Cos.,  a  diversified  underwrit- 
er that  specializes  in  medical  mal- 
practice liability  and  other  commer- 
cial lines,  where  price  competition 
has  been  devastating.  But  his  mood  is 
more  prayerful  than  confident.  Ac- 
cording to  Haugh,  prices  still  hadn't 
firmed  up  at  year-end,  thus  dooming 
the  property/casualty  underwriters  to 
at  least  another  six  months  of  disap- 
pointing results.  But  maybe  within  a 
year  things  will  start  to  look  up.  "The 
signs  are  there  for  improvement,  in 
late  1984  or  1985,"  says  Haugh. 

It  has  been  a  rough  year  for  stock- 
holder-owned insurance  companies. 
Aetna,  the  largest  of  them,  knuckled 
under  to  an  SEC  complaint  that  it  was 
overstating  earnings  by  counting  fu- 
ture tax-sheltering  benefits  before 
they  were  in  the  bag.  For  the  industry 
as  a  whole,  Hurricane  Alicia  cost  $700 
million.  Baldwin-United's  collapse 
scared  away  annuity  buyers.  Proper- 
ty/casualty underwriting  margins 
(profits  before  investment  income)  are 
averaging  a  disastrous  -11%  and  sev- 
eral companies  aren't  earning  enough 
to  cover  their  dividends. 

For  life  insurers  the  big  news  is  con- 
gressional action  that  will  double 
their  taxes  (see  box,  p.  66). 

The  insurance  industry  is  supposed 
to  be  among  the  most  stable  of  all 


employers,  yet  Continental  Corp.  and 
CIGNA  have  had  to  lay  people  off. 

But  there  is  something  inherently 
cyclical  about  this  business.  Bad 
times  lead  to  belt-tightening  and  rate- 
raising,  which  leads  to  prosperity 
again.  And  then  the  process  repeats: 
High  profits  attract  competition  and 
make  people  sloppy.  The  competition 
factor  is  especially  harsh  now  because 
so  many  outside  corporations  are  hot 
on  getting  into  "financial  services,"  of 


Hurricane  Alicia 

As  if  there  weren't  enough  losses. 

which  insurance  is  a  major  part. 

The  result,  says  John  Mascotte, 
chief  executive  of  Continental  Corp.: 
"Too  many  dollars  of  capital  are  chas- 
ing too  few  dollars  of  risk." 

Mascotte,  who  joined  Continental 
in  1981  and  took  the  top  job  a  year 
ago,  has  felt  the  pain.  His  company 
reported  net  income  of  $2.62  a  share 
for  the  first  half  of  1983.  Although 
that  seemed  comfortably  above  the 
$1.30  in  dividends  paid  in  the  period, 
most  of  those  earnings  were  either 
capital  gains  or  a  paper  item,  negative 
income  taxes.  Pretax  operating  in- 
come was  17  cents  a  share,  a  pitiful 
1%   annualized   return   on  equity. 

Old-line  agency  underwriters  like 
Continental  suffer  particularly  from 
inefficiencies  and  excess  capacity  in 
their  distribution  systems,  whereas 


independent  retailers  offer  policies 
from  several  competing  underwriters. 
For  more  than  a  decade  independent 
agents  have  been  losing  ground  to  "di- 
rect" underwriters  that  retail  through 
their  own  employees — companies 
like  Sears,  Roebuck's  Allstate  and  the 
highly  profitable  Geico,  which  has 
been  near  the  top  of  the  Forbes  Yard- 
sticks for  years. 

Belatedly,  the  agency  writers  are 
changing  with  the  times.  Since  Mas- 
cotte's  arrival,  Continental  has  con- 
fronted a  fourth  of  its  8,500  agents 
with  demands  that  they  improve  their 
mix  of  business  (i.e.,  get  their  overall 
loss  and  expense  ratios  down)  or  drop 
out.  Terminating  or  rehabilitating  the 
subpar  agents  should  save  the  com- 
pany five  points  of  underwriting  prof- 
it margin — an  amount  so  impressive 
it's  a  measure  of  how  urgently  it  need- 
ed to  be  done.  But  it  will  be  a  few 
more  years  before  such  efforts  show 
up  on  the  bottom  line,  since  the  costs 
of  servicing  old  policies  will  continue. 
Meanwhile,  Mascotte  has  trimmed 
employment  at  Continental  itself  by 
2,000,  or  12%,  through  attrition,  early 
retirement  and  firings. 

Of  course,  rather  than  using  it  to 
chase  after  unprofitable  business,  an 
insurer  can  use  some  of  its  capital  to 
buy  in  its  own  stock,  as  Geico,  St. 
Paul,  USF&G  and  Capital  Holding,  a 
life  insurer,  have  done.  That  should 
someday  result  in  better  returns  for 
the  capital  that  remains  at  risk. 

The  industry  could,  in  fact,  stand  a 
bit  more  of  this  capital-shrinking. 
State  regulators  would  permit  casu- 
alty underwriters  to  collect  annual 
premiums  of  at  least  double  their  cap- 
ital base.  That  compares  with  the  cur- 
rent premiums-to-capital  ratio  of 
about  1.7.  Capital,  in  short,  is  ineffi- 
ciently used  in  this  industry. 

So  long  as  that  premium  leverage 
stays  low,  casualty  underwriters  stay 
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hungry  for  business, 
which,  of  course,  helps 
keep  rates  low.  But  one 
glance  at  the  critical 
"combined  ratio" — the 
sum  of  operating  expenses  and  ex- 
pected claims,  expressed  as  a  percent- 


age of  premium  income — suggests 
that  they  ought  to  try  to  break  this 
vicious  circle.  In  1982  the  combined 
ratio  hit  108% — a  full  eight  points 
below  break-even.  That  means  the  in- 
dustry had  costs  8%  higher  than  rev- 
enues  and   stayed   profitable  only 


through  the  income  reaped  from  in- 
vestments. Things  aren't  getting 
much  better.  "The  industry  is  now  in 
the  fifth  consecutive  year  of  a  down- 
turn," says  Prudential-Bache  analyst 
Herbert  Goodfriend,  "with  no  likeli- 
hood of  improvement  for  1984." 


Insurance 
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15.4 

14.5 

5 

14.8 

5 

16.8 

Farmers  Group 

6 

18.4 

16.4 

0.0 

5 

18.2 

16.2 

17.7 

4 

15.0 

6 

15.0 

CNA  Financial 

7 

18.2 

14.7 

0.2 

12 

11.7 

11.6 

4.8 

14 

8.4 

1 

105.3 

American  General 

8 

16.5 

14.9 

0.4 

7 

14.4 

11.0 

7.2 

7 

12.8 

7 

14.0 

St  Paul  Cos 

9 

15.6 

12.4 

0.1 

6 

14.6 

12.1 

7.1 

11 

10.8 

10 

10.5 

Safeco 

10 

15.1 

13.6 

0.3 

10 

12.8 

11.7 

7.5 

10 

11.7 

8 

12.4 

Aetna  Life  &  Casualty 

11 

14.7 

9.5 

0.1 

8 

13.8 

8.8 

2.8 

6 

13.2 

12 

9.1 

Travelers 

12 

14.1 

11.2 

0.0 

9 

13.7 

11.1 

2:8 

12 

10.4 

9 

11.8 

Lincoln  National 

13 

11.3 

10.6 

0.2 

14 

10.3 

9.4 

4.0 

8 

12.4 

13 

8.6 

Colonial  Penn  Group 

14 

11.1 

13.3 

0.0 

13 

11.1 

13.3 

3.6 

3 

17.7 

15 

-7.6 

CIGNA 

9.4 

0.1 

8.9 

3.6 

13 

8.9} 

14 

3.9* 

Medians 

17.4 

13.3 

0.2 

14.1 

11.6 

5.8 

12.4 

12.4 

Industry  medians 

15.5 

12.4 

0.1 

13.9 

11.6 

6.9 

13.0 

12.4 

All-industry  medians 

15.1 

12.6 

0.4 

10.8 

8.6 

3.5 

12.4 

9.4 

Note.  Explanation  of  Yardsticks  calculations  on  page  38 

tFour-year  growth.    D-P:  deficit  to  profit,    def:  deficit.    "Not  available;  not  ranked 
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December  12, 1983 


The  Williams  Companies 


has  acquired 


Northwest  Energy  Company 


The  undersigned  acted  as  financial  advisor  to  The  Williams  Companies 
and  as  Dealer  Manager  of  its  tender  offer. 


Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 


Property/casualty  has 
always  had  its  cycles, 
roughly  coincident  with 
the  economy's  ups  and 
downs,  but  five  years  is 
exceptionally  long. 

In  a  curious  way,  today's  high  inter- 
est rates  are  partly  to  blame.  Yes,  in- 
surers are  lenders,  not  borrowers,  but 
that's  the  point.  Greedy  for  more 
money  to  lend  out,  they  stretch  them- 
selves to  attract  premium  dollars. 
And  shaft  themselves  in  the  process. 

Here's  how  it  happens:  Suppose  an 
underwriter  has  an  opportunity  to 
collect  $100  of  premium  today 
against  $120  in  claims  three  ,  years 
hence.  Should  it  take  the  business? 
Since  yields  on  safe  Treasury  securi- 
ties are  about  10%,  yes.  A  mere  $90 
set  aside  now  will  grow  to  $120  in 
three  years,  enough  to  pay  the  claims. 


In  reality,  then,  the  insurer  is  garner- 
ing a  $10  underwriting  profit  this 
year.  The  interest  earned  on  the  $90 
reserve  doesn't  represent  true  profit 
but  rather  belongs  in  some  sense  to 
the  claimholders. 

Trouble  is,  under  the  archaic  ac- 
counting system  of  the  insurance  pro- 
fession, this  piece  of  business  would 
probably  be  booked  as  a  loss  in  the 
first  year.  That  is  because  the  full 
$120  of  future  payouts  would  be 
counted  as  an  underwriting  cost.  The 
resulting  underwriting  loss  would  be 
offset  by  investment  income,  of 
course,  but  much  of  that  income 
would  be  on  reserves  from  policies 
sold  in  other  years.  In  short,  there  is  a 
mismatch  of  revenues  and  expenses 
on  each  piece  of  business,  making  it 
difficult  for  the  investor  to  know  how 
profitably  an  insurer  is  operating  at 


Hit  me  again 


The  bad  news  is  that,  under  pro- 
posed legislation,  life  insurers' 
taxes  will  almost  double  in  1984, 
to  $2.9  billion.  The  good  news  is 
that,  without  the  legislation,  taxes 
would  go  up  even  more. 

Life  insurance  taxation,  always 
one  of  the  most  complex  parts  of 
the  federal  tax  code,  has  been  in  a 
state  of  flux  for  two  years.  In  1982 
Congress  scrapped  the  old  system, 
enacted  in  1959,  because  of  the 
huge  distortions  it  created  during 
high  inflation.  A  key  formula  in 
that  law  begins  to  break  down 
when  bond  yields  exceed  6% . 

For  1982  and  1983  a  stopgap  tax 
system  was  enacted,  intended  as  a 
transition — not  so  much  in  tax 
rates,  as  in  how  taxable  income 
was  computed — between  the  old 
system  and  what  was  expected  for 
a  new  one.  Under  the  1959  act, 
investment  income  was  the  princi- 
pal factor.  Under  the  proposed  re- 
form, emphasis  is  on  operating  in- 
come more  broadly  defined. 

The  interim  measure  generated 
about  $1.5  billion  a  year  in  federal 
tax  collections.  That  gave  time  to 
the  industry's  two  camps — the 
mutual,  or  policyholder-owned 
firms,  and  the  stockholder-owned 
firms — to  form  a  combined  lobby- 
ing front  for  tax  purposes.  Certain- 
ly, the  interim  tax  law  gave  them 
an  incentive  to  do  that,  since  it 
provided  that  new  legisla- 

tion the  indu:  s  tax  payments 
would  jump  to  3       )iliion  in  1984. 


After  much  feuding  behind 
closed  doors  on  Capitol  Hill,  the 
insurers  agreed  on  a  scheme  that 
would  leave  mutuals  picking  up 
55%  of  an  overall  $2.9  billion  an- 
nual burden  and  the  stock  compa- 
nies the  remainder.  A  tax  commit- 
tee approved  the  deal  in  October, 
but  Congress  adjourned  before  act- 
ing on  it. 

The  insurance  industry  also 
wants  the  new  legislation  because 
it  clarifies  tax  rules  for  their  cus- 
tomers. "It  closes  a  great  uncer- 
tainty as  to  whether  the  IRS  is  will- 
ing to  treat  universal  life  as  life 
insurance,"  says  Lauchlin  McLean, 
a  tax  lawyer  for  Aetna  Life  &  Casu- 
alty. Provided  certain  minimum 
levels  of  pure  death  protection  are 
present,  buyers  of  universal  life 
won't  lose  the  favorable  tax  treat- 
ment generally  accorded  life  insur- 
ance, even  though  universal  life  in- 
corporates some  investment  fea- 
tures, such  as  a  buildup  of  cash 
values  at  money  market  rates. 

If  Congress  gets  around  to  enact- 
ing this  tax  revision — a  touchy 
matter  only  because  it  has  been 
packaged  with  some  controversial 
tax  provisions,  such  as  curbs  on 
tax-free  fringe  benefits  and  tax- 
exempt  housing  bonds — most  in- 
surers will  breathe  a  sigh  of  relief. 
So  will  any  accountants  concerned 
about  demand  for  their  services. 
Although  the  measure  is  billed  as  a 
"simplification,"  it  is  over  100 
pages  long. — W.B. 


any  given  point.  If  all  this  weren't 
complicated  enough,  underwriters 
can  further  muddy  the  waters  by  rein- 
surance transactions,  effectively  ac- 
celerating the  reporting  of  what 
would  otherwise  be,  under  traditional 
accounting,  next  year's  income. 

To  go  back  to  the  hypothetical  ex- 
ample: The  underwriter  might  dis- 
pose of  that  $120  future  loss  by  rein- 
suring it  away  at  a  cost,  say,  of  $90. 
The  reinsurer  would  then  pick  up  the 
three  years  of  investment  income. 
The  original  underwriter  would  im- 
prove this  year's  reported  profits  by 
$30,  and  would  report  corresponding- 
ly lower  profits  in  future  years.  Aetna, 
American  Express'  Fireman's  Fund 
and  CIGNA's  Insurance  Co.  of  North 
America  are  among  the  companies 
that  used  this  controversial  technique 
to  puff  up  depressed  earnings. 

Complicated?  Of  course.  But  it  boils 
down  to  a  situation  where  few  compa- 
nies are  making  real  money.  "Smart 
people  can  sit  down  and  say,  'I  can 
write  medical  malpractice  at  137.5% 
(combined  ratio)  and  make  a  lot  of 
money  because  the  average  payout  is 
going  to  be  over  an  eight-year  peri- 
od,' "  says  Frank  Munson,  president  of 
General  Re.  "The  big  mistake  was  that 
in  trying  to  write  it  at  137.5%  they 
ended  up  writing  it  at  180%. "For  1982 
Aetna  reported  a  160.6%  combined 
ratio  on  its  general  liability  lines,  the 
ones  with  the  runaway  jury  awards 
and  other  unpredictables.  No  wonder 
the  company  was  tempted  to  shuffle 
its  loss  reserves  a  bit. 

The  solution,  in  Munson's  view, 
would  be  to  go  back  to  the  good  old 
days  of  sound  underwriting  practices, 
meaning:  Make  money  on  the  under- 
writing and  look  upon  investment  in- 
come as  icing  on  the  cake.  But  the 
good  old  days  are  not  around  the  cor- 
ner. Says  Munson:  "The  commercial 
insurance  buyer  is  an  infinitely  more 
sophisticated  animal  than  he  was 
years  ago.  He  wants  some  of  that  in- 
vestment income  somehow."  The  big 
commercial  policyholder  that  doesn't 
get  a  bargain  from  the  underwriter  can 
take  investment  income  by  self-insur- 
ing, via  a  "captive"  insurance  subsid- 
iary. Captives — most  of  them  offshore 
to  avoid  regulation  and  taxes — al- 
ready account  for  6%  of  the  $44  bil- 
lion commercial  property/casualty 
market.  "We're  seeing  captives  begin- 
ning to  look  at  new  areas:  political 
risk,  interest-rate  exposure,  warran- 
ties, life  insurance  on  retirees,"  says 
Felix  Kloman,  president  of  Risk  Plan- 
ning Group,  a  Darien,  Conn,  firm  that 
advises  captives.  Kloman's  optimism 
should  be  underwriters' pessimism.  ■ 
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America's  strongest  big  bank  is  in  Southeast  Asia.  Financing  overseas  sales  for  its 
stateside  customers  is  one  reason  why  the  big  bank  with  the  best  equity  to  assets  ratio 
is  an  important  international  banker  to  companies  in  Ohio,  the  number  three  exporting 
state.  Call  Ben  Bailey,  Senior  Vice  President,  (216)  687-5674.  AmenTrust  Cleveland,  Ohio. 


At  mach  2  closing  speeds, 

four  extra  seconds 
can  be  an  eternity. 

When  an  F-16  fighter  pilot  is  in  a  dogfight, 
every  second  is  critical.  Westing  house  fire  control 
radar— with  its  ability  to  lock-in  the  enemy  first- 
can  give  the  pilot  a  four-second  advantage 
and  more. 

In  the  early  1970s,  Westinghouse  scientists 
and  engineers  anticipated  future  requirements  for 
more  advanced,  yet  more  reliable,  radar.  They 
took  a  modular  approach  to  create  smaller,  lighter, 
and  less  expensive  radar.  These  advantages,  plus 
the  radar  s  outstanding  performance,  reliability, 
and  maintainability,  have  helped  make  the  F-16 
the  world's  best  multi-mission  fighter. 

This  same  approach  to  quality  and  innovation 
will  soon  protect  pilots  further  as  we  begin 
delivery  this  year  of  the  next  generation  of 
electronic  countermeasures  (ECM). 

For  the  future,  Westinghouse  modular 
technology  will  result  in  many  applications  of  very 
high-speed,  integrated  circuits  (VHSIC).  These 
circuits,  with  the  potential  to  increase  processor 
capability  by  more  than  1,000  percent,  will 
dramatically  increase  military  capabilities,  and 
may  ultimately  revolutionize  industry. 

In  everything  we  do,  Westinghouse  is  more 
than  100,000  people  around  the  world  dedicated 
to  quality  and  excellence. 

You  can  be  sure.. . 
if  Ifs  Westinghouse 


Thunderbird. 
The  way  it  looks- 


improves  the  way  it  drives. 


Thunderbird's  design 
has  much  to  do  with  the 
way  it  holds  the  road. 
Thunderbird's  fluid  lines 
were  tested  over  500  hours 
in  a  wind  tunnel  to  make 
the  shape  of  the  car  con- 
tribute to  cornering  and 
handling  stability. 

The  design  of 
the  front. 

Underneath  the  inte- 
grated front  bumper  is  an 
air  dam.  It  works  with  the 
wind  to  keep  the  weight 
of  the  car  pressing  down 


on  the  front  tires.  And 
the  more  a  tire  presses  to 
the  road,  the  better  it  holds 
the  road. 

The  design  of 
the  doors. 

Thunderbird's  doors 
curve  into  the  roof.  This 
smooths  and  quiets  the 
airflow,  improving  aero- 
dynamic efficiency. 

The  design  of 
the  rear. 

The  trunk  lid  incorpo- 


rates another  aerodynamic 
shape  called  a  spoiler 
which  further  reduces  "lift" 
and  aerodynamic  drag.  (FS. 
Underneath  this  lid,  you'll 
find  a  trunk  larger  than 
you'd  ever  think  possible  in 
a  car  this  smooth. ) 

Best-built 
American  cars. 

When  we  say  "Quality 
is  Job  1,"  we  are  talking 
about  more  than  a  com- 
mitment. We  are  talking 
about  results.  A  recent 
survev  concluded  Ford 


makes  the  best-built 
American  cars.  The  survey 
measured  owner-reported 
problems  during  the  first 
three  months  of  ownership 
of  1983  cars  designed  and 
built  in  the  U.S. 

Pure  Thunderbird. 

Thunderbird.  See  how  it 
moves.  Consider  the  shape. 
It  is  all  one.  And  it  is 
uniquely  Thunderbird. 

Have  you  driven  a  Ford., 
lately? 


Was  1983  the  peak  of  the  boom  for  the  broker- 
age business?  If  so,  it  was  surely  some  peak. 


Brokerage 


By  Richard  L.  Stern 


E 


very  year,  not  long  after 
Thanksgiving,  the  nation's  top 
brokers  gather  at  the  Boca  Ra- 
ton Hotel  in  Boca  Raton,  Fla.  to  pon- 
der the  future  of  their  profession  at 
the  meeting  of  the  Securities  Industry 
Association  (SIA).  Few  other  industry 
groups  in  this  country  can  field  as 
many  millionaires  at  one  conclave. 

Rarely  have  the  millionaires,  near- 
millionaires  and  would-be  million- 
aires been  in  a  cheerier  mood.  Despite 
a  sharp  dropoff  in  earnings  during  the 
second  half  at  the  big  publicly  held 
firms  like  Merrill  Lynch,  Paine  Web- 
ber and  E.F.  Hutton,  1983  was  a  dream 
come  true  for  most  of  the  industry.  In 
fact,  industry  earnings  overall  are  ex- 
pected to  be  50%  ahead  of  1982's  rec- 
ord. So  the  entry  of  over  700  banks 
and  thrifts  into  discount  brokerage 
services  seemed  to  hurt  Wall  Street 
hardly  at  all. 


Take  the  large  privately  held  in- 
vestment banking  and  trading  firms 
like  Goldman,  Sachs;  Drexel  Burn- 
ham  Lambert;  Bear,  Stearns;  Morgan 
Stanley;  or  Salomon  Brothers  (now  a 
subsidiary  of  the  publicly  traded  Phi- 
bro).  Many  of  them  are  far  less  depen- 
dent on  trading  volume  than  the  so- 
called  wirehouses,  whose  latest  12- 
month  profitability  numbers  on  the 
Yardsticks  below  were  sullied  slightly 
by  a  decline  in  trading  volume  in  eq- 
uities in  the  second  half.  So  some  of 
these  private  firms  enjoyed  pretax  re- 
turns on  equity  of  as  much  as  100% 
last  year,  incredible  as  that  may  seem. 
Yes,  100%.  And  these  are  firms  with 
up  to  $500  million  in  equity  capital. 
"That  100%  is  not  an  outrageous 
number  at  all,"  says  Robert  Linton, 
chairman  of  Drexel  Burnham  Lam- 
bert Inc.  and  1983  chairman  of  the 
SIA.  How  well  did  privately  owned 
DBL  do?  Linton  won't  say,  except  to 
concede  that  it  bettered  the  industry 


average  figure,  which  was  a  not-to-be- 
sneezed-at  32.8%  in  the  first  half  of 
the  year. 

This  also  means  that  the  hundreds 
of  partners  in  brokerage  houses — from 
East  Coast  giants  like  Goldman, 
Sachs  to  smaller  but  substantial  re- 
gionals  like  San  Francisco's  Mont- 
gomery Securities — personally  pulled 
in  $1  million  or  more,  sometimes 
much  more,  apiece.  Only  the  enter- 
tainment business  and,  possibly, 
sports  produced  so  many  seven-figure 
incomes  last  year.  Professional  trad- 
ers on  equity,  bond  and  commodities 
desks  easily  made  upwards  of 
$200,000  and  $300,000.  The  chief 
traders?  In  some  cases  more  than  $1 
million.  Compensation  for  analysts 
was  never  better,  ranging  from 
$250,000  to  $500,000  for  the  top  ones. 

Take  Jim  Chanos,  for  example.  He 
is  the  analyst  who  became  a  Wall 
Street  star  in  1983  when  he  discov- 
ered Baldwin-United  was  a  basket 


brokerage 


[  Tardsticks  of  management  performance 


Profitability 

Growth 

Earnings 

Return  on  equity 

Return  on  total  capital 

Sales 

per  share 

latest 

debt/ 

latest 

net 

5-year 

5-year 

12 

equity 

5-year 

5-year  12 

profit 

5-year 

5-year 

5-year 

5-year 

Company 

rank 

average 

months 

ratio 

rank 

average  months 

margin 

rank 

average 

rank 

average 

i  F  Hutton  Group 

1 

30.3% 

31.1% 

0.7 

2 

24.8%  22.7% 

6.8% 

3 

34.3% 

2 

30.3% 

irst  Boston 

2 

27.6 

29.5 

0.2 

1 

27.6  29.7 

6.5 

1 

44.0 

1 

32.2 

lerrill  Lynch 

3 

22.9 

26.9 

0.5 

3 

18.5  20.3 

7.1 

5 

29.2 

3 

25.7 

laine  Webber 

4 

18.5 

45.8 

0.5 

4 

15.6  37.9 

5.9 

4 

33.2 

4 

12.9 

1'onaldson,  Lufkin 

5 

13.3 

13.6 

0.5 

5 

11.7  10.7 

3.4 

2 

36.3 

D-P 

ldustry  medians 

22.9 

29.5 

0.5 

18.5  22.7 

6.5 

34.3 

28.0 

11-industry  medians 

15.1 

12.6 

0.4 

10.8  8.6 

3.5 

12.4 

9.4 

Note:  Explanation  of  Yardsticks  calculations  on  page  38. 
D-P:  deficit  to  profit;  not  ranked. 
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case.  He  was  later  lured 
to  Atlantic  Capital,  the 
U.S.  brokerage  subsid- 
iary of  the  German 
Deutsche  Bank,  for  a  ru- 
mored compensation  package  of  half  a 
million  dollars  a  year.  Chanos,  by  the 
way,  is  only  26. 

Dealmakers  and  underwriters  also 
did  extremely  well.  So  did  the  ordi- 
nary brokers,  the  people  who  deal 
with  the  public.  Average  compensa- 
tion in  1983  was  $75,000,  up  from 
$67,000  in  1982,  according  to  Perrin 
Long  of  Lipper  Analytical  Services, 
Inc.  That's  just  the  average.  Remem- 
ber, they  can  earn  anywhere  from 
30%  to  40%  of  the  commissions  they 
bring  in.  A  few  top  producers  made 
multiples  of  $1  million.  The  170 
brokers  in  the  New  York  retail  office 
of  Bear,  Stearns,  which  specializes  in 
wealthier  individuals,  "brought  in 
$500,000  a  man,"  says  Bear,  Stearns 
partner  Jimmy  Cayne. 

Not  content  with  huge  incomes, 
many  brokers  decided  to  capitalize 
their  good  fortune  by  letting  the  pub- 
lic in  on  their  businesses — at  prices 
ranging  from  3Vi  to  SVi  times  prepub- 
lic  book  value.  Firms  going  public  in- 
cluded RJ  Financial  and  Quick  &  Reil- 
ly.  If  precedent  holds,  this  could  be  a 
sign  the  market  is  near  a  top:  Brokers 


Brokers  cruising  off  Boca  Raton 
Billowing  profits  helped  fill  the  sails. 


have  often  displayed  brilliant  timing 
in  going  public.  When  Donaldson, 
Lufkin  &  Jenrette  started  the  whole 
thing  by  going  public  back  in  1970, 
right  at  the  top  of  the  market,  many 
initial  investors  who  hung  on  didn't 


break  even  for  over  a  decade. 

So  much  for  the  brokers'  yachts. 
What  about  the  customers?  They 
fared  well  but  not  nearly  as  well  as  the 
brokers.  The  NASDAQ  average, 
which  went  from  232.41  to  326.1 1  in 


A  money  machine 


Goldman,  Sachs  probably  has  more  clients  among 
The  Forbes  500s  (Sears,  Ford,  General  Electric,  et 
al.)  than  any  other  investment  banker.  It  also  is  prob- 
ably the  biggest  in  the  private  placement  business.  And 
only  Merrill  Lynch,  according  to  the  surveys,  has  more 
top  analysts.  In  institutional  trading,  Goldman  is 
number  one,  according  to  those  same  surveys. 

Goldman,  moreover,  has  achieved  this  eminence 
with  a  minimum  of  the  infighting  that  afflicts  most 
Wall  Street  firms.  And  when  did  you  last  hear  of  a 
Goldman  partner  leaving  for  greener  fields  elsewhere? 
Indeed,  this  unusual  harmony  is  a  major  reason  for  the 
firm's  unparalleled  success. 

Goldman,  Sachs  defines  success.  It  likely  will  have 
earned  something  between  $350  million  and  $400  mil- 
lion before  partner  taxes  for  the  fiscal  year  ending  last 
Nov.  30.  That's  a  100%  return  on  the  equity  with 
which  it  began  the  year.  Revenues  were  over  $1  billion, 
and,  according  to  brokerage  industry  sources,  that  kind 
of  performance  is  unbeatable  even  on  Wall  Street. 

In  a  business  notorious  for  its  cyclically,  Goldman, 
Sachs  just  completed  its  ninth  consecutive  year  of 
earnings  records,  according  to  John  Whitehead,  who, 
along  with  Cochairman  John  Weinberg,  took  over  the 
reins  in  1976  after  the  death  of  Gustave  Levy.  Unlike 
the  big  wirehouses,  Goldman  doesn't  have  to  cope  with 
the  enormous  overhead  of  doing  business  with  the 
general  public.  Thus  the  company  avoided  the  second- 


half  slump  in  earnings. 

The  company  has  put  together  a  mix  of  business  that 
seemingly  defies  gravity.  When  equities  are  down, 
bonds  and  real  estate  may  be  up,  for  example.  Last  year 
the  public's  appetite  for  new  issues  (a  market  where 
Goldman  has  ranked  first,  ahead  of  E.F.  Hutton  and 
Merrill  Lynch  as  an  underwriter)  weakened  after  Au- 
gust, but  big  companies  kept  selling  equity,  and  Gold- 
man, with  its  blue  chip  list  of  corporate  clients,  kept 
the  cash  register  ringing.  Two  years  ago  it  acquired  J. 
Aron  &  Co.,  an  international  commodities  dealer,  re- 
portedly for  $100  million.  While  1983  was  not  a  good 
year  for  gold  and  silver,  the  foreign  currency  and  coffee 
businesses  were  up,  and  J.  Aron  is  a  substantial  curren- 
cy trader  and  the  largest  coffee  dealer  in  the  world. 

Whitehead  is  particularly  proud  that  his  staff,  which 
now  numbers  3,400,  has  grown  more  slowly  than  rev- 
enues and  earnings.  That's  efficiency.  Settled  into  a 
new  30-story  office  building  in  the  center  of  the  finan- 
cial district,  Goldman  is  setting  its  sights  on  the  world. 
Goldman  already  owns  a  merchant  bank  in  London,  has 
a  trading  operation  there  and  operates  other  offices  in 
Zurich,  Hong  Kong  and  Tokyo.  It  will  leave  for  Merrill 
Lynch  the  opportunity  to  reach  the  retail  public  at  large 
around  the  world.  Goldman  plans  to  keep  doing  what  it 
does  best — making  lots  of  money  by  dealing  with  the 
big  boys  and  dealing  with  them  both  efficiently  and 
effectively.— R.L.S. 
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On  the  block 


Tlwo  years  ago  commodity 
broker  Phibro  paid  something 
like  2  times  book  value,  or  about 
$500  million,  for  Salomon  Broth- 
ers. The  price  didn't  seem  to  make 
sense,  for  what  was  Phibro  buying 
but  a  lot  of  people  who  could  easily 
pack  their  briefcases  and  move 
across  the  street.  Who's  laughing 
now?  Last  year  alone  Salomon  re- 
portedly earned  back  that  $500 
million  for  Phibro  pretax — and  a 
lot  of  former  Salomon  partners 
were  moaning  in  their  martinis  for 
having  sold  out  so  cheaply. 

Nobody  was  selling  that  cheaply 
last  year.  Brokerage  firms  that 
went  public — and  there  were  eight 
of  them — generally  got  a  higher 
price  in  the  public  markets  than 


they  would  have  by  following  Salo- 
mon Brothers'  lead  and  selling  out 
privately.  Such  relatively  small 
firms  still  command  higher  price- 
to-book  ratios  than  big  public  com- 
panies such  as  Merrill  Lynch  and 
Paine  Webber.  Why?  Possibly  be- 
cause investors  believe  smaller 
firms  are  more  likely  to  be  take- 
over candidates. 

You  can  see  why  investors  have 
such  hopes.  When  Shearson/Amer- 
ican  Express  bought  the  West 
Coast-based  brokerage  firm  of  Fos- 
ter &  Marshall  and  Atlanta-based 
Robinson-Humphrey  in  1982,  it 
paid  3.5  times  book.  But  not  every 
firm  is  as  good  as  those  two — and 
not  every  year  will  be  like  1983  on 
Wall  Street.— R.L.S. 


June,  had  fallen  off  to  285.49  by  De- 
cember. Hambrecht  &.  Quist's  high- 
tech average  went  from  649.78  in  Jan- 
uary to  942.21  in  June  but  was  off  to 
739.22  by  December. 

As  for  the  hot  new  issues — the  ones 
your  broker  told  you  would  be  the 
next  IBMs — it  was  the  same  story: 
According  to  Abrahamsen  &  Co.  of 
Hoboken,  N.J.,  which  keeps  track  of 
initial  public  offerings  of  $5  million 
and  more,  Wall  Street  raised  at  least 
$10.7  billion  last  year.  But  of  the  386 
initial  public  offerings,  186  in  late  No- 
vember were  trading  below  their  ini- 
tial offering  price. 

Meanwhile,  the  public  was  also  get- 
ting badly  burned  in  Baldwin-United 
and  Warner  Communications  and  se- 
verely singed  on  such  respectable  is- 
sues as  Apple  Computer,  Digital 
Equipment  and  Texas  Instruments. 

While  Merrill  Lynch  suffered  from 
declining  trading  volume  in  the  third 
quarter,  another  major  wirehouse 
bucked  the  trend.  Shearson/American 
Express,  one  of  the  best  run  of  the 
large  houses  before  and  after  its  acqui- 
sition by  American  Express,  earned 
$34.4  million  in  the  third  quarter  of 
1983,  compared  with  $33  million  for 
the  same  period  of  1982,  the  first 
quarter  of  the  roaring  bull  market. 
Merrill,  Hutton  and  Paine  Webber  all 


were  down  September  over  Septem- 
ber. Why  did  Shearson  fare  better?  In 
part  because  of  tighter  cost  control, 
claims  Peter  Cohen,  Shearson's  37- 
year-old  president  and  chief  executive 
officer. 

What's  ahead  for  1984?  Continued 
good  times  but  accompanied  by  some 


belt  tightening.  George  Ball,  the 
chairman  of  Prudential-Bache,  doubts 
that  trading  volume  will  go  apprecia- 
bly higher  "because  the  market  al- 
ready has  built  in  earnings  expecta- 
tions" into  most  of  the  thousands  of 
issues  that  are  traded.  Ah,  1983.  That 
was  one  for  the  books.  ■ 
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Long  delayed— 
desperately  needed— 
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"Every  bone  in  my  body  tells  me  the  price  of  oil  is 
going  down,  but  I  won  i  bet  a  nickel  that  it  will. " 


Energy 


By  Carol  E.  Curtis 


If  the  economy  was  recovering 
smartly  in  1983,  you  wouldn't 
know  it  from  the  oil  industry. 
Complains  Raymond  Mason,  presi- 
dent of  Charter  Co.:  "Even  if  the  econ- 
omy keeps  expanding,  pressures  will 
continue  to  push  oil  prices  down." 

The  numbers  tell  the  story.  In  the 
1960s,  before  the  Arab  oil  embargo, 
the  U.S.  GNP  was  growing  at  8%  an- 
nually. Energy  demand  rose  at  the 


same  pace,  with  oil  filling  virtually  all 
of  the  increased  demand.  But  last  year 
the  demand  for  oil  actually  declined 
in  the  face  of  a  3.5%  increase  in  the 
GNP.  This  year  looks  little  better.  Tor 
Meloe,  chief  economist  for  Texaco, 
believes  the  economy  will  grow  about 
5%  in  1984;  demand  for  petroleum 
will  rise  only  1%.  An  economist  for 
another  oil  company  isn't  much  more 
optimistic.  He  says  energy  use  will 
rise  by  4%  in  1984,  but  half  of  the 
growth  will  be  non-oil. 


A  gas-guzzling  1959  Cadillac  (top)  and  a  new,  fuel-efficient  Mazda 
At  8  miles  per  gallon  vs.  20,  bigger  will  never  be  better  again. 


Remember  those  "obscene"  oil 
company  profits?  Where  are  they 
now?  For  the  international  oils  as  a 
group,  the  Forbes  Yardsticks  show 
that  return  on  capital  averaged  7.4% 
over  the  past  year — down  by  almost 
half  from  the  industry's  five-year  av- 
erage of  13.2%. 

This  is  not  the  first  time  that  the 
demand  for  oil  has  dropped,  of  course. 
In  1975,  right  after  the  embargo,  it  fell 
to  less  than  4%  as  prices  rose.  But 
people  got  used  to  higher  prices,  and 
demand  recovered. 

This  time  it's  different.  The  17-fold 
increase  in  prices  over  the  last  decade 
seems  to  have  triggered  permanent 
changes  in  oil's  two  most  important 
product  markets:  gasoline  and  middle 
distillates. 

By  far  the  most  important  transfor- 
mation has  been  in  the  market  for 
gasoline.  About  45%  of  every  barrel  of 
oil  refined  in  the  U.S.  is  turned  into 
gasoline.  Between  1978  and  1982  the 
average  miles  driven  per  car  per  year 
fell  10%— from  10,050  to  9,050.  That 
cut  gasoline  consumption  by  500,000 
barrels  a  day.  At  the  same  time  the 
auto  fleet  was  becoming  more  fuel- 
efficient.  The  average  new  American 
car  now  gets  24.6  miles  per  gallon,  vs. 
13.2  miles  per  gallon  in  1973. 

These  two  factors — less  driving  and 
fuel-efficient  cars — have  cut  U.S.  dai- 
ly gasoline  consumption  by  1  million 
barrels.  People  are  beginning  to  drive 
more  again:  One  major  oil  company 
estimates  that  miles  driven  in  the 
U.S.  in  1984  will  be  4.5%  higher  than 
in  1983.  On  the  other  hand,  gas-guz- 
zlers are  still  being  replaced  by  more 
efficient  vehicles.  So  the  decline  in 
demand  looks  permanent. 

Oil's  second  most  important  mar- 
ket, middle  distillates — jet  fuel,  resid- 
ual fuel  oil  and  heating  oil — has  been 
hit  even  harder  than  gasoline.  Conser- 
vation and  fuel  substitution  in  the 
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Poor  relation 


W'  ith  oil  losing  its  markets  to  other  fuels,  you  would 
think  that  the  biggest  gainer  would  be  coal.  Coal  is 
plentiful,  much  cheaper  than  oil  and  a  ready  replace- 
ment for  petroleum  in  the  huge  utility  market. 

Only  it  isn't  happening.  "The  recession  and  conserva- 
tion have  hurt  everybody,"  says  E.B.  Leisenring  Jr., 
chief  executive  of  Westmoreland  Coal.  Westmoreland's 
troubled  performance  of  late  is  a  good  illustration  of  the 
industry's  problems. 

Last  year  the  U.S.  produced  780  million  tons  of  coal, 
about  50  million  less  than  in  1982.  This  year  the  Na- 
tional Coal  Association  expects  a  modest  increase  but 
still  well  below  1982. 

In  the  early  1980s  coal  won  U.S.  market  share  from 
oil  and  gas  in  the  all-important  utility  market,  where 
four-fifths  of  U.S.  coal  is  sold.  It  won  converts  in  heavy 
industry,  too.  Over  the  past  five  years  the  Forbes  Yard- 
sticks show  sales  growing  for  coal  companies  by  a 


healthy  average  of  18.8%. 

But  the  growth  seems  to  have  stopped.  Why?  Envi- 
ronmental extremists  have  hurt,  as  has  red  tape.  Utili- 
ties are  reluctant  to  buck  their  opposition  to  convert  to 
coal.  So  they  keep  burning  natural  gas  and  oil,  and  the 
public  pays. 

Meanwhile,  12  new  nuclear  units  are  expected  to 
begin  operation  in  1984.  These  plants  will  produce 
cheap,  clean  energy,  in  spite  of  their  sky-high  capital 
costs,  and  will  satisfy  most  of  the  modest  increment  in 
demand  expected  in  the  near  future  (see  Electric  Utilities, 
p.  90).  Coal  economist  Jerry  Karaganis  figures  that  the 
surge  of  nuclear  capacity  will  hold  coal  use  flat.  If  the 
coal  industry  has  anything  to  be  thankful  for,  it  is  that 
antinuke  propagandists  have  so  frightened  the  Ameri- 
can public  that  further  nuclear  development  has  almost 
halted.  Bad  news  for  U.S.  energy  independence  but  good 
news  for  OPEC  and  for  coal.— C.E.C. 


utility  and  industrial  sectors  have  cut 
the  use  of  middle  distillates  dramati- 
cally. Electric  utilities  simply  aren't 
building  oil-burning  power  plants 
anymore.  Heavy  industry,  still  mired 
in  recession,  has  taken  equally  dra- 
matic steps.  In  the  steel  industry,  fuel 
oil  use  is  now  one-fifth  what  it  was 


five  years  ago.  In  pulp  and  paper,  the 
third- largest  energy  consumer  in  the 
country  after  metals  and  chemicals, 
oil  use  has  been  cut  by  more  than 
50%.  Will  oil  consumption  come 
back  with  industrial  activity?  Not 
likely.  Much  of  the  reduction  is  per- 
manent reduction,  caused  by  switch- 


ing to  self-generated  fuel  like  wood- 
burning  boilers. 

The  cumulative  effect  has  been  to 
reduce  the  use  of  residual  fuel  oil  by 
over  1  million  barrels  a  day,  and  that 
trend  is  continuing. 

In  all,  oil  demand  has  fallen  by 
more  than  3  million  barrels  a  day  be- 
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Yardsticks  of  management  performance 


Profitability 
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Earnings 

Return  on  equity 

Return  on  total  capital 
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net 

5-year 

5-year 

12 

equity 

5-year 

5-year 

12 
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average 
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rank 

average 
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rank 

average 

rank 

average 

International  oils 

Occidental  Petroleum 

27.3% 

def 

0.9 

1 

14.9% 

3.1% 

0.9% 

2 

21.1% 

4 

12.8% 

Exxon 

2 

20.1 

17.0% 

0.1 

2 

14.5 

11.8 

5.1 

5 

13.6 

3 

13.4 

Standard  Oil  Calif 

3 

18.4 

12.2 

0.2 

3 

14.4 

9.4 

5.6 

7 

12.4 

1 

14.9 

Phillips  Petroleum 

4 

18.1 

10  9 

0.3 

4 

14.0 

7.7 

4.1 

3 

19.1 

6 

11.3 

Mobil 

5 

17.3 

9.1 

0.3 

5 

12.4 

6.3 

2.3 

4 

16.3 

2 

14.8 

Texaco 

6 

15.4 

9.0 

0.2 

7 

11.3 

7.3 

3.1 

6 

12.5 

5 

12.4 

E  I  du  Pont 

7 

13.5 

9.2 

0.5 

6 

11.5 

7.4 

2.8 

1 

22.5 

7 

8.3 

Gulf  Oil 

8 

12.9 

9.3 

0.2 

8 

10.3 

6.9 

3.1 

8 

9.4 

8 

7.7 

Medians 

17.7 

9.3 

0.3 

13.2 

7.4 

3.1 

15.0 

12.6 

Other  oil  and  gas 

Standard  Oil  Ohio 

1 

42.8% 

23.0% 

0.5 

2 

20.7% 

14.5% 

13.7% 

7 

27.5% 

1 

43.3% 

Charter 

2 

35.8 

3.3 

0.6 

1 

20.9 

5.3 

0.4 

8 

27.2 

6 

26.1 

Mitchell  Energy  &  Dev 

3 

35.0 

18.6 

1.1 

17 

12.4 

7.9 

8.7 

2 

35.4 

5 

27.8 

Texas  Oil  &  Gas 

4 

33.3 

31.9 

0.5 

3 

16.1 

15.2 

16.1 

6 

27.7 

3 

30.2 

Tosco 

5 

28.3 

def 

1.3 

23 

9.9 

def 

def 

4 

29.5 

33 

P-D 

Tesoro  Petroleum 

6 

28.1 

12.9 

0.2 

4 

16.0 

10.1 

1.7 

14 

24.0 

8 

23.1 

Pennzoil 

7 

25.4 

12.9 

0.7 

13 

12.9 

7.1 

7.0 

29 

15.0 

17 

12.4 

Dorchester  Gas 

8 

24.6 

12.7 

0.9 

6 

14.2 

7.2 

1.3 

1 

67.2 

9 

20.5 

Ashland  Oil 

9 

23.0 

5.7 

0.5 

16 

12.4 

5.1  . 

1.2 

31 

13.5 

20 

11.6 

Murphy  Oil 

10 

22.3 

16.3 

0.2 

9 

13.9 

11.3 

5.8 

24 

16.9 

7 

23.9 

Cabot 

11 

21.3 

9.9 

0.3 

7 

14.0 

7.5 

4.1 

16 

23.3 

4 

29.3 

Atlantic  Richfield 

12 

21.1 

15.9 

0.3 

12 

13.2 

9.9 

5.9 

19 

20.6 

10 

20.1 

Louisiana  Land 

13 

20.0 

12.0 

0.3 

5 

15.2 

7.1 

8.3 

15 

23.8 

25 

5.8 

Note:  Explanation  of  Yardsticks  calculations  on  page  38. 
P-D:  profit  to  deficit,    def:  deficit. 
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cause  of  conservation. 
So  market  forces  have 
done  what  neither 
threats  nor  diplomacy 
could  do,  curb  the  power 
of  OPEC. 

OPEC  is  currently  producing  17.5 
million  barrels  a  day,  with  a  capacity 
of  3 1  million .  Since  most  OPEC  mem- 
ber states  have  developed  expensive 
spending  habits,  further  cuts  to  shore 
up  prices  seem  unlikely.  There  is  so 
much  excess  capacity  right  now  that 
the  Iran-Iraq  war  has  made  hardly  a 
dent.  "Short  of  shutting  down  the 
[Persian]  Gulf,"  says  Neil  Bunis,  di- 
rector of  industry  studies  for  Conoco, 
"anything  less  can  be  compensated 
for."  A  Gulf  shutdown  would  also 
find  the  U.S.  far  better  prepared  than 
in  the  past:  The  strategic  petroleum 
reserve,  with  all  its  problems,  still 
contains  366  million  barrels  of  oil,  or 


90  days'  emergency  supply. 

The  wonder  is  that  the  price  of  oil 
hasn't  fallen  faster.  "Every  bone  in  my 
body  tells  me  the  price  of  oil  is  going 
down,"  says  Charter's  Mason,  "but  I 
won't  bet  a  nickel  that  it  will."  Why 
not?  Essentially  because  almost  ev- 
erybody has  a  stake  in  keeping  prices 
up.  The  oil  industry  because  it  has 
invested  billions  developing  expen- 
sive deposits  like  those  in  Alaska.  The 
industrial  countries  because  conser- 
vation is  in  their  long-term  interest 
and  high  prices  promote  conserva- 
tion. The  U.S.  because  Mexico's  fu- 
ture depends  heavily  on  oil,  and  the 
U.S.  badly  needs  a  prosperous  Mexico. 

So  the  betting  is,  oil  prices  will 
hang  around  the  present  level  for  a 
while,  which  isn't  such  bad  news  to 
people  who  find  oil.  The  current  price 
of  $29  isn't  all  that  bad.  The  biggest 
gainers  won't  necessarily  be  the  big- 


gest companies — integrated  giants 
like  Exxon  and  Texaco.  These  compa- 
nies get  much  of  their  oil  from  Saudi 
Arabia,  and  access  to  oil  in  politically 
uncertain  Saudi  Arabia  has  become 
quite  a  mixed  blessing.  Instead,  firms 
with  strong  U.S.  exploration  and  pro- 
duction arms  and  extensive  U.S.  oil 
reserves,  like  Standard  Oil  of  Ohio 
and  Superior,  are  looking  better  all  the 
time.  William  Randol,  international 
oil  analyst  at  First  Boston,  explains 
why:  "For  national  security  and  bal- 
ance-of-payment  reasons,  there  is  still 
an  infinite  demand  for  U.S. -produced 
crude  oil,  even  at  $29.  Every  barrel 
that  can  be  found  will  have  a  home." 

This  helps  explain  the  excellent 
showings  posted  by  U.S. -based  Supe- 
rior Oil.  Over  the  latest  12  months, 
the  Forbes  Yardsticks  show  that  Supe- 
rior's net  profit  margin  is  11.3%,  vs. 
the  industry  median  of  3.7%.  True,  its 
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equity 

ratio 

5-year 
rank 

5-year 
average 

latest 
12 

months 

net 

profit 

margin 

5-year 
rank 

5-year 
average 

5-year 
rank 

5-yeai 
averaj 

Standard  Oil  Indiana 

14 

19.6% 

16.0% 

0.3 

10 

13.7% 

10.9% 

6.3% 

25 

16.6% 

15 

13.5°/ 

Unocal 

15 

19.5 

14.2 

0.2 

11 

13.5 

10.4 

6.3 

33 

12.4 

14 

14.6 

MAPCO 

16 

18.9 

9.0 

0.8 

21 

10.7 

5.6 

2.6 

3 

33.2 

29 

2.8 

Shell  Oil 

17 

18.7 

14.8 

0.4 

19 

12.0 

9.1 

7.7 

27 

15.7 

13 

15.1 

Sun  Company 

18 

18.1 

10.7 

0.3 

14 

12.6 

7.2 

3.6 

20 

19.0 

19 

12.2 

Getty  Oil 

19 

17.9 

8.3 

0.2 

8 

14.0 

6.0 

3.6 

9 

26.1 

11 

18.1 

Amerada  Hess 

20 

17.4 

7.4 

0.7 

18 

12.1 

4.9 

2.4 

28 

15.0 

12 

15.2 

Superior  Oil 

21 

17.0 

9.0 

0.4 

22 

10.6 

4.9 

11.3 

5 

28.5 

2 

33.2 

Holly  Corp 

22 

16.7 

10.1 

0.1 

15 

12.6 

7.9 

1.5 

13 

24.8 

22 

9  7 

Pacific  Resources 

23 

16.3 

7.8 

1.4 

24 

9.8 

5.7 

0.5 

11 

25.7 

18 

12.3 

Tenneco 

24 

16.3 

13.1 

0.7 

28 

9.4 

7.4 

4.9 

26 

16.2 

26 

5.6 

American  Petrofina 

25 

15.9 

8.3 

0.3 

20 

10.9 

6.4 

2.2 

30 

14.9 

24 

8.1 

Crown  Central  Petroleum 

26 

15.6 

0.2 

0.4 

25 

9.7 

1.5 

0.1 

17 

22.2 

21 

10.3 

Kerr-McGee 

27 

14.0 

10.4 

0.4 

27 

9.5 

6.7 

4.9 

32 

12.7 

23 

8.2 

Quaker  State  Oil 

28 

13.9 

13.2 

0.3 

26 

9.6 

9.2 

3.9 

23 

16.9 

28 

3.6 

Coastal  Corp 

29 

13.6 

16.6 

1.2 

32 

7.5 

7.3 

1.6 

12 

25.4 

30 

2.7 

Union  Pacific 

30 

13.4 

9.4 

0.5 

30 

8.6 

5.5 

4.8 

18 

21.6 

16 

13.5 

Diamond  Shamrock 

31 

12.9 

7.4 

0.5 

29 

8.8 

5.7 

3.2 

22 

18.7 

31 

-6.1 

Allied  Corp 

32 

11.6 

9.0 

0.2 

31 

8.2 

7.4 

3.7 

21 

18.8 

27 

4.4 

United  States  Steel 

33 

1.1 

def 

1.0 

34 

3.8 

def 

def 

34 

10.1 

32 

-33.6 

Marion 

34 

def 

def 

2.9 

33 

4.7 

def 

def 

10 

25.9 

33 

P-D 

Medians 

18.4 

10.3 

0.5 

12.3 

7.2 

3.7 

21.9 

12.4 

Coal 

North  American  Coal 

1 

15.2% 

23.1% 

7.3 

2 

6.4% 

6.4% 

4:8% 

1 

12.2% 

1 

10.2"A 

Eastern  Gas  &  Fuel 

2 

12.7 

7.7 

0.6 

1 

7.7 

5.2 

3.3 

2 

11.6 

2 

3.9 

Pittston 

3 

4.7 

def 

0.4 

3 

4.6 

def 

def 

3 

7.8 

3 

-23.4 

Westmoreland  Coal 

4 

0.4 

4.5 

0.3 

4 

2.1 

5.1 

1.6 

5 

5.1 

4 

-55.5 

Gulf  Resources  &  Chem 

5 

def 

11.8 

2.2 

5 

2.0 

7.3 

3.0 

4 

7.4 

5 

P-D 

Medians 

4.7 

7.7 

0.6 

4.6 

5.2 

3.0 

7.8 

-23.4 

Industry  medians 

17.4 

9.9 

0.4 

12.0 

7.1 

3.3 

18.8 

12.2 

All-industry  medians 

15.1 

12.6 

0.4 

10.8 

8.6 

3.5 

12.4 

9.4 

Note:  Explanation  of  Yardsticks  calculations  on  page  38 
P-D:  profit  to  deficit     def:  deficit. 
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return  on  equity  trails  the  industry 
median  by  more  than  1%.  Neverthe- 
less, at  a  P/E  of  28,  the  largest  inde- 
pendent oil  and  gas  producer  in  the 
country  is  a  hot  number — and  a  ru- 
mored takeover  target  by,  among  oth- 
ers, T.  Boone  Pickens  Jr.  before  he 
went  after  Gulf. 

But  while  things  look  good  for  do- 
mestic producers,  they  look  glum  for 
the  big  internationals,  which  no  long- 
er own  their  own  oil  but  must  buy 
much  of  it  from  OPEC.  The  depressed 
state  of  the  refining  and  marketing 
business  isn't  working  in  their  favor, 
either.  There  is  overcapacity  in  refin- 
ing of  between  30%  and  40% — a  rec- 
ord high.  Looking  at  his  chart  of  refin- 
ing margins,  First  Boston's  Randol 
calls  it  "an  electrocardiogram  of  a 
very  sick  industry." 

Because  European  refineries  have 
been  hit  even  harder  than  those  in  the 
U.S.,  integrated  companies  with 
strong  overseas  positions,  notably 
Gulf  and  Texaco,  have  been  hurting 
badly.  Gulf  reacted  last  year  by  an- 
nouncing that  it  was  selling  its  Euro- 
pean refining  and  marketing  oper- 
ations to  Kuwait  Petroleum  Corp. 

Saddled  with  these  problems,  the 
international  oils  recently  have  been 
looking  less  attractive  than  their  do- 
mestic counterparts.  For  the  latest  12 
months,  the  Forbes  Yardsticks  show 
that  return  on  equity  for  the  giant 
internationals  has  averaged  just  over 
9%,  one  percentage  point  below  the 
industry  mean  for  domestic  oils. 

As  a  domestic  company,  Atlantic 
Richfield  also  looks  good.  Last  year, 
analysts  say,  Arco  cut  gasoline  prices 
aggressively  in  the  all-important  West 
Coast  market  because  of  access  to 
Alaskan  crude  oil  and  an  innovative 
marketing  strategy.  The  result?  Huge 
gains  for  Arco  at  the  expense  of  less 
well  positioned  refiners  like  Tosco 
and  Holly,  who  simply  couldn't  meet 
Arco's  low  prices  at  the  gas  pump. 

While  West  Coast  gasoline  prices 
are  firmer  now,  Arco's  strategy  is  like- 
ly to  continue  to  pay  off,  making  it  a 
winner  in  a  sea  of  losers.  With  its 
stock  selling  at  a  P/E  of  5.6,  that  fact 
appears  to  have  gone  unnoticed  so  far. 

Shell  Oil,  the  U.S.  arm  of  Royal 
Dutch/Shell,  is  another  domestic 
with  good  prospects.  Shell  has  fo- 
cused on  efficient  upgrading  of  vast 
quantities  of  low-grade  crude  oil  re- 
serves it  acquired  with  the  purchase 
of  Belridge.  With  oil  costly  to  find, 
you  are  way  ahead  of  the  game  if  you 
can  take  low-grade  stuff  and  turn  it 
into  good  crude  rather  than  having  to 
go  out  and  find  the  high-grade  stuff 
from  scratch.  ■ 
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Look  what's  been  growing  in  our  park. 


Some  of  the  country's  most  dynamic 
companies  have  discovered  the  ideal 
climate  for  growth.  Miami  Lakes 
Business  Park.  Close  to  100  companies 
have  moved  here. 

Our  Business  Park,  like  the  entire 
Miami  Lakes  community,  has  heen 
carefully  planned  to  create  a  natural 
environment.  That's  why  it  has  |  . 

proven  so  successful.  — 


The  location  is  ideal.  Strategically 
located  on  the  Palmetto  Expressway 
where  1-75  will  soon  merge.  Giving  you 
easy  access  to  Dade  or  Broward  County. 
The  work  force  is  large,  skilled  and 
available.  A  beautiful  location  to  live 
and  work. 

Before  your  company  makes  a  move, 
come  see  Miami  Lakes  Business  Park. 
Come  grow  with  us. 


Miami  1  hakes 
Properties,  Inc. 

A  working  community  in  a  community  that  works. 

14340  N.W.  60th  Avenue,  Miami  Lakes,  Florida  33014,  (305)  821-1130 

A  division  of  The  Sengra  Corporation.  Developers  ot  Miami  Lakes. 


AS 300.00 

Attache  Case 

Remarkably  Priced  At 

$125.00 

Now  you  can  enjoy  the 
luxury,  elegance  and 
convenience  of  a  $  300.00 
attache  case  for  only  J  125.00. 

Completely  hand  crafted  with  rich 
leather  inside  and  out,  with  brass 
appointments  and  custom-designed 
compartments,  all  in  a  dark  mahog- 
any leather  exterior  with  two  com- 
bination locks  for  security. 

The  Executive  Attache  Case  from 
American  Express. 


Mail  to:  AMERICAN  EXPRESS  SPECIAL  OFFER  CENTER 

400  South  Edward  Street,  Mt.  Prospect.  11.60057 

YES,  1  want  to  take  advantage  i  >f  this  exclusive  otter  Please 

send  me,  at  $125.00*  each  Executive  Attache 

Case(s).  (139N) 

Name  


AMERICAN  I 
IEXBBES5 


Address- 


CitV. 


.  State- 


-Zip_ 


□  ( heck  Enclosed 
American  Express 
□  MasterCard       □  Visa 


Account  #_ 
Signature  


.Exp  Date  L 


'Plus  $4.00 shipping  and  handling  plus  your  applicable  saJes  tax 

You  May  Order  By  Phone  Toll-Free,  24  Hours  A  Day,  7  Days  A  Week.  Call  1  800  528  8000. 
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Natural  gas  is  in  oversupply,  and  yet  gas  prices 
keep  rising.  But  behind  all  these  clouds  a  brilliant 
sun  is  trying  to  break  through. 


Natural  gas 


By  Toni  Mack 


WITH  THE  GAS  MARKET  Still 
awash  in  expensive,  unsal- 
able gas — some  4  trillion  cu- 
bic feet  of  it  per  year  at  last  count, 
almost  one-fourth  of  capacity — the 
industry  is  praying  for  fierce,  lengthy 
winters  and  runaway  recovery.  But 
even  if  it  gets  its  wishes,  it  will  be  a 
good  two  years  before  that  excess  is 
burned  off.  Here,  too,  rising  prices 
have  led  to  conservation,  which 
means  the  country  uses 
less  energy  to  support  a 
given  level  of  economic 
activity.  "The  University 
of  Houston  is  a  good  cus- 
tomer for  us,"  cites  Jack- 
son Hinds,  chairman  of 
Entex  Inc.  "They  are  us- 
ing probably  half  as  much 
gas  as  they  did  ten  years 
ago  because  they  have  in- 
vested a  lot  in  energy  cost 
reduction." 

The  university  was  no 
isolated  case.  General  Mo- 
tors reported  a  27%  rise  in 
output  with  zero  increase 
in  gas  consumption. 
Meanwhile,  exploration 
companies  like  Standard  Oil  Co.  (In- 
diana), Mitchell  Energy  and  Shell 
keep  finding  more  gas.  Conservation, 
then,  isn't  really  the  right  term  to 
describe  what  is  happening.  It's  sim- 
ply that  price  is  performing  its  func- 
tion in  a  free  economy,  in  this  case 
restricting  demand  and  stimulating 
output.  So,  don't  look  for  a  quick  re- 
covery in  this  industry. 

But  if  there  is  too  much  gas  around, 
how  come  prices  aren't  dropping?  Be- 
cause of  old  rigidities  built  into  the 
system  by  the  ill-advised  price  con- 
trols of  the  past.  As  old,  controlled, 
low-priced  gas  contracts  ime  to  an 
end,  the  high-priced  gas      ied  up  in 


the  manic  buying  of  the  late  Seventies 
keeps  pushing  up  the  pipelines'  aver- 
age cost.  Tenneco's  gas  costs  rose  to 
$3.26  in  April  from  $2  in  May  of  1981. 
This,  too,  hurts  the  industry  because 
other  fuels  are  easily  substitutable  for 
natural  gas.  In  some  places  last  year, 
pipelines  were  trying  to  sell  $4.50-per- 
thousand-cubic-feet  gas  to  customers 
who  could  buy  the  same  amount  of 
energy  in  fuel  oil  form  for  $3.75.  One 
reason  United  Energy  Resources,  long 
one  of  the  industry  profit  leaders,  was 


A  snow-laden  house  last  winter 

Praying  for  hard  winters  and  runaway  recovery 


beaten  in  the  latest  12-month  industry 
Yardsticks  was  that  buyers  along  its 
Gulf  Coast  pipelines  began  picking  up 
especially  cheap  residual  fuel  oil  from 
nearby  crude  refineries.  As  long  as  oil 
prices  remain  weak,  fuel  oil  will  con- 
tinue to  keep  a  cap  on  the  price  gas 
pipelines  and  distributors  can  charge. 

The  gas  industry  is  fighting  to  lower 
wellhead  prices,  but  there  are  prob- 
lems. The  biggest  shackles  are  "take- 
or-pay"  contracts  the  pipelines  signed 
with  producers.  These  specify  that  if  a 
pipeline  cannot  take  delivery  of  its 
minimum  contracted  quantity — usu- 
ally at  prices  that  look  indigestible 
today — it  must  pay  for  the  gas  anyway, 


for  future  delivery.  That  was  a  killer  in 
1 983,  which  is  why  some  of  the  biggest 
companies  in  the  business  invoked 
force  majeure  to  get  out  of  the  con- 
tracts. Northwest  Energy  has  settled 
amicably  with  its  suppliers,  but  Ten- 
neco  and  Columbia  triggered  a  storm 
of  lawsuits.  Panhandle  Eastern  Corp., 
which  is  saddled  with  expensive  lique- 
fied gas  from  Algeria,  has  had  to  prepay 
$43  million  for  unsalable  gas  (against  a 
contract  exposure  of  $2.6  billion).  Try 
that  at  today's  interest  rates. 

A  few  pipelines,  such  as 
Yardstick-topping  Sonat 
Inc.,  have  managed  to  hag- 
gle away  some  problems. 
"The  producers  aren't  stu- 
pid," says  Henry  Good- 
rich, Sonat's  chairman. 
"They  know  we  can't  sell 
the  gas,  and  there 's  usually 
something  you  can  give 
them,  like  a  hookup  to  a 
new  well  [which  will  per- 
suade them  to  renegotiate 
their  contracts).  We've  got 
our  take-or-pay  obligation 
down  from  $500  million, 
which  was  a  choker,  to 
something  less  than  $300 

  million,  which  we  can  live 

with."  In  a  few  years,  however,  Sonat 
will  be  in  the  anomalous  position  of 
needing  more  gas.  So  Goodrich  has 
signed  up  for  1.5  trillion  cubic  feet, 
with  delivery  starting  in  1985,  from 
Arkla  Inc.,  which  has  abundant  re- 
serves of  low-cost  gas,  as  one  can  sense 
immediately  from  its  latest  12-month 
return  on  equity.  Unfortunately,  Son- 
at's idle  offshore  drilling  rigs  are  likely 
to  pull  down  earnings  in  1984. 

Everyone  in  the  industry  believes 
that  gas  deregulation  would  help.  But 
there  are  as  many  versions  of  dereg- 
ulation as  there  are  supporters,  and 
few  versions  look  like  anything  Adam 
Smith  would  call  a  free  market.  Dis- 
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AT&T  IS  RE/ 
IN  NEW  D 


It's  a  new  world,  full  of 
promise  and  potential. 
And  into  it  steps  the  new. 
AT&T.  A  company  uniquely 
equipped  to  reach  out,  take 
hold  of  the  future  and  deliver 
its  benefits  to  you. 

As  the  new  AT&T, 
we're  building  on  our 
107- year  heritage 
of  innovation, 
quality  and 
customer  ser- 
vice. 

Now 
we're  free 
from  many 
of  the  re- 
strictions 
that 

bound  us 
in  the  past. 
We're  free  to 
compete  and 
eager  to.  Not 
just  in  America, 
but  around  the 
world. 


Now  when  Bell  Labor- 
atories creates  new  technology 
for  devices  as  revolutionary 
as  the  transistor,  or  the  laser, 
or  solar  cell,  we  can  follow 
the  potential  applications 
wherever  they  lead. 

With  more  than  a  cen 
tury  of  manufacturing 
expertise,  we  will  trans 
form  that  technology 
into  reliable,  state-of-th 
art  products  and  sys 
terns.  Just  as  we  did 
when  we  became 
the  first  in  the 
world  to  mas 
produce  the 
256Kmem 
ory  chip. 
Beyond 
microelec- 
tronics, we  wil 
_  continue  to  b 

I the  leading 
source  of  ne 
knowledge 


CHING  OUT 
ACTIONS. 


ologies  vital  to  tomorrow's 
lformation  systems  and  ser 
ices— including  photonics, 
igital  systems  and 
Software. 

We'll  use  that 
xhnol- 


irove 
lie  effi 

iency  of  your 
usiness,  with  a  complete 
;ne  of  communications  and 
^formation  management 
ystems. 

i   We'll  also  improve  the 
uality  of  your  life.  With  com- 
uter-like  phones  for  your 
ome  that  can  perform  a  host 
f  functions.  And  with  the 
T&T  long  distance  network, 
's  the  only  network  that 

handle  23  million  calls  a 
y.  Carrying  voice,  video, 
ta,  even  sensory  informa- 
n,  it  is  at  your  service  any 
e,  anywhere. 


No  company  in  America 
has  a  stronger  commitment  to 
customer  satisfaction  than  the 
new  AT&T.  From  the 
scientists  and  engineers 
who  develop  our  reli- 
able products  and  sys- 
tems 
to  the 
market- 
ing and 
service  people 
who  help  our  customers  get 
the  most  from  our  technology, 
we  work  for  you.  Just  as  we 
always  have.  Our  century - 
old  spirit  of  service  is  our 
competitive  edge. 

Tomorrow  has  come 
suddenly,  but  it  hasn't  taken 
us  by  surprise.  We've  been 
preparing  for  it  for  107  years. 


AT&T 


tributors  and  producers 
disagree  on  whether  the 
price  of  "old"  gas  (found 
Jj  ^Jj_  before  1978)  should  be 
K  jfll  decontrolled.  Producers 
and  pipeliners  debate  whether  high- 
priced  take-or-pay  contracts  should  be 
ripped  up.  Pipeliners  and  distributors 
are  at  loggerheads  over  automatic 
passthrough  of  gas  costs.  Most  hotly 
contested  of  all  is  mandatory  contract 
carriage,  which  would  force  pipelines 
to  carry  gas  that  customers  bought 
directly  from  the  producers  for  a 
transportation  fee  (see  box). 


Given  the  violence  of  the  debate, 
it's  understandable  that  a  comprehen- 
sive deregulation  bill  was  defeated  in 
November  and  probably  won't  stand  a 
chance  of  passage  until  the  presiden- 
tial election  is  over.  "It's  a  little  like 
the  Houston  Astros  at  the  end 'of  the 
season.  We're  6V2  games  out  of  first 
place,  but  we're  not  mathematically 
eliminated  yet,"  says  Tenneco  Execu- 
tive Vice  President  Joe  B.  Foster. 

If  there  is  a  silver  lining  for  the 
future  in  all  this,  it  is  that  everybody 
concerned  seems  disgusted  with  price 
controls — even  though  nobody  can 


agree  how  to  get  out  of  them. 

Now  the  good  news:  Industrial  buy- 
ers have  long  been  forced  to  bear  a 
disproportionate  share  of  gas  service 
costs  in  order  to  keep  prices  to  resi- 
dential consumers  lower.  That's  what 
is  politely  called  populism.  Populism 
is  popular  with  voters,  until  they  un- 
derstand that  it  has  been  costing  them 
their  jobs. 

Moreover,  when  overburdened  in- 
dustry shuts  down  or  switches  fuels, 
it  leaves  more  fixed  costs  to  be  borne 
by  the  voters.  So  utility  commissions 
in  Pennsylvania  and  elsewhere  have 


This  is  deregulation? 


By  allowing  buyers  to  circumvent  a  pipeline  whose 
gas  price  is  too  high  and  deal  directly  with  the 
people  who  own  the  wells,  Congress  figures  pipelines 
will  be  spurred  to  hold  down  prices.  It's  a  good  idea.  In 
theory.  But  as  usually  happens  with  such  well-inten- 
tioned political  meddling,  Congress'  last  shot  at  "de- 
regulation"— the  Natural  Gas  Policy  Act  of  1978 — has 
helped  mostly  lawyers,  and  this  new  version  may  do 
the  same. 

"Mandatory  contract  carriage,"  as  it's  called  in  the 
deregulation  bills,  would  force  pipelines  with  extra 
capacity  to  haul  gas  for  others  for  a  fee.  Actually,  they 
often  do  so  voluntarily:  In  1982  gas  hauled  for  others  in 
this  fashion  accounted  for  18%  of  all  gas  transported 
interstate.  But  the  pipelines  don't  want  to  be  forced 
into  anything.  They  don't  want  to  be  made  to  carry  gas 
for  low-cost  competitors.  Here's  how  the  situation 
developed. 

When  the  gas  glut  began,  a  few  small  intrastate 
pipelines,  most  notably  Lear  Petroleum  Corp.,  began 
trying  to  outflank  the  big  interstate  pipelines  by  selling 
cheap  gas  directly  to  users,  usually  on  a  short-term 
basis.  The  interstates  balked  at  car- 
rying this  gas  in  their  pipelines. 
Why  should  they  undercut  their 
own  business?  Now  Congress 
wants  to  force  them  to  do  so.  In  the 
name  of  the  sacred  consumer,  of 
course.  Of  course. 

Meanwhile,  without  being 
forced  by  Congress,  some  pipelines 
are  setting  up  their  own  direct- 
sales  programs.  Transco  Energy, 
for  example,  started  one  last  May, 
acting  as  broker  for  buyers  and  sell- 
ers, and  now  transports  150  mil- 
lion cubic  feet  of  direct-sales  gas  a 
day.  "It  makes  no  difference  to  us. 
We  make  the  same  margin  wheth- 
er we  transport  or  whether  we  buy 
and  sell,"  says  Transco  President 
Kenneth  Lay,  who  thinks  direct 
sales  could  account  for  as  much  as 
30%  of  all  gas  sold  by  1990.  Ten- 
neco, United  Energy  Resources, 
Columbia  Gas  System  and  Pan- 
handle Eastern  ha  also  started 
such  programs  in         last  few 


months.  But  other  pipelines  resent  being  forced  to  deal 
with  competitors. 

What  happens  if  Congress  forces  the  big  pipelines  to 
deal  with  people  like  Lear?  A  bureaucratic  apparatus 
would  have  to  be  created  and  law  firms  would  benefit. 
"The  regulators  will  have  to  make  all  kinds  of  planning 
and  operating  decisions  about  whether  capacity  exists, 
how  you're  going  to  haul  the  gas,  where  you're  going  to 
drop  it  off,  how  you're  going  to  bring  it  in  and  out  of 
storage — all  abdicated  to  some  unknowing  federal  em- 
ployees who  are  going  to  be  pulled  in  a  bunch  of 
different  directions  on  every  issue.  It's  going  to  be 
chaotic,"  says  George  Lawrence,  president  of  the 
American  Gas  Association.  He  endorses  giving  FERC 
"the  authority  on  a  rifle-shot  basis  to  mandate  hauling 
gas  when  a  pipeline  is  stonewalling  someone." 

Lovers  of  regulatory  solutions  to  market  problems 
should  consider  the  case  of  Panhandle  Eastern  when  it 
filed  for  a  rate  increase  last  March.  It  got  a  question- 
naire from  FERC  that  took  180,000  pages  to  answer.  So- 
called  consumerism  often  benefits  lawyers  and  bureau- 
crats more  than  it  does  consumers. — T.M. 


An  Exxon  natural  gas  well  in  Florida 

Congress'  next  shot  at  deregulating  gas  may  help  mostly  lawyers. 
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approved  price  breaks  for  big  industri- 
al buyers,  which  will  help  win  back 
lost  markets.  All  the  same,  industry 
profit  leader  Pioneer  Corp.  last  year 
spun  off  its  West  Texas  distribution 
system  partly  for  fear  that  regulators 
would  begin  to  covet  its  revenues 
from  exploration,  gas  transmission 
and  other  operations. 

So  you  can  bet  that  the  industry 
isn't  running  out  of  problems.  And  yet 


the  natural  gas  industry  remains  at- 
tractive to  big  business.  Several  pipe- 
lines have  been  or  are  in  the  process  of 
being  bought  out — El  Paso  Co.  by  Bur- 
lington Northern  Inc.,  Northwest  En- 
ergy Co.  by  the  Williams  Cos.,  Cel- 
eron Corp.  by  Goodyear  Tire  &  Rub- 
ber Co.,  etc.  MidCon  Corp.  and 
Houston  Natural  Gas  Corp.  have  also 
been  mentioned  as  potential  targets. 
(Stock  prices,  unfortunately,  already 


reflect  the  chances  of  a  takeover.) 

What's  the  lure?  "The  pipeline  in- 
dustry couldn't  be  built  again,  so  it's 
got  no  competition,"  says  Goodrich  of 
Sonat.  "It's  a  franchise-type  operation 
with  a  reasonable  rate  of  return'. 
That's  attracted  some  of  the  wolves. 
Sharks,  too."  But  the  sharks  and 
wolves  wouldn't  be  there  if  they 
didn't  think  this  was  an  industry  with 
a  bright,  long-term  future.  ■ 


Natural  gas 


Yardsticks  of  management  performance 


Profitability 


Growth 


Return  on  equity 


Return  on  total  capital 


Sales 


Earnings 
per  share 


.ompany 


5-year 
rank 


latest 
5-year  12 
average  months 


debt/ 

equity 

ratio 


5-year 
rank 


5-year 
average 


latest 
12 

months 


net 

profit 

margin 


5-year 
rank 


5-year 
average 


5-year 
rank 


5-year 
average 


'roducers  and  pipeliners 

ONAT 

?ransco  Energy 
'anhandle  Eastern 
NSERCH 


19.6%  18.7% 

18.5  14.4 

18.4  10.1 

17.9  9.6 


0.6 
1.0 
1.0 
0.7 


11.6% 

8.2 

9.7 
10.7 


10.3% 

7.2 
5.5 
6.5 


7.8% 
3.1 
4.4 
2.9 


24.7% 
34.2 
25.3 
23.4 


16.1% 
17.6 
11.8 
11.3 


exas  Eastern 
"enneco 
lidCon 
1  Paso 


17.0 
16.3 
13.5 
7.9 


10.2 
13.1 
12.1 
14.4 


0.5 
0.7 
0.5 
1.6 


9.4 
9.4 
8.6 
5.2 


6.7 
7.4 
8.0 
7.0 


2.5 
4.9 
3.7 
1.8 


23.6 
16.2 
24.2 
20.3 


9.8 

5.6 
5.0 
-22.5 


Medians 


17.5 


12.6 


0.7 


9.4 


7.1 


3.4 


23.9 


10.6 


'ipeliners  and  distributors 

i  ioneer 

Jnited  Energy  Resources 
■  [ouston  Natural  Gas 
i  'alero  Energy 
irkla 


30.7% 

23.5 

23.2 

22.8 

20.2 


21.2% 
5.7 
15.1 
13.7 
16.2 


0.7 
0.4 
0.3 
0.6 
0.6 


16.6% 

16.3 

14.7 

11.4 

10.6 


10.8% 

4.5 
10.6 

7.5 

8.6 


7.6% 

1.2 

6.4 

4.1 

6.0 


6 
1 
7 
10 
2 


19.3% 

29.1 

19.1 

14.4 

22.8 


20.7% 

18.9 

15.2 

67.6 

10.8 


on  Natural  Resources 
aterNorth 
Jorthwest  Energy 
fountain  Fuel  Supply 
Columbia  Gas  System 


6 
7 
8 
9 
10 


17.5 
17.1 
15.1 
14.8 
13.6 


17.8 
15.4 
7.8 
19.0 
10.8 


0.9 
0.5 
1.2 
0.7 
0.8 


8 
6 
9 
7 
10 


10.1 
8.7 
9.0 
7.8 


8.7 
9.4 
4.8 
10.2 
6.7 


5.2 
4.8 
1.8 
9.2 
3.4 


20.1 
20.2 
20.1 
18.7 
18.3 


6 
8 
7 
9 
10 


10.2 
8.1 
8.6 
7.3 
6.4 


ledians 


18.9 


15.3 


0.7 


10.4 


8.7 


5.0 


19.7 


10.5 


distributors 

<  ntex 

|i  JV  Energy 
i  outhern  Union 
ji  Ineok 
liversified  Energies 


22.5% 

17.6 

17.2 

16.7 

15.4 


19.7% 
19.0 
10.6 
8.8 
15.0 


0.7 
0.6 
0.5 
0.7 
0.5 


12.3% 

8.8 

9.9 
10.1 
10.1 


11.5% 

9.0 

6.8 

6.5 
10.0 


4.2% 

6.5 

2.6 

2.9 

2.9 


3 
13 
8 
6 
5 


22.7% 

17.7 

18.9 

19.0 

19.8 


1 

9 
5 
11 

7 


14.8% 
6.3 
9.1 
5.5 
8.0 


rooklyn  Union  Gas 
j  acific  Lighting 
i  eoples  Energy 

onsoi  Natural  Gas 

aclede  Gas 


6 
7 
8 
9 
10 


15.4 
14.7 
14.3 
14.1 
13.2 


15.7 
15.7 
11.7 
15.2 
12.3 


0.7 
1.0 
0.7 
0.5 
0.6 


5 
6 

11 
8 

10 


9.2 
8.9 
7.3 
8.5 
7.6 


10.0 

9.7 
6.5 
9.0 
7.5 


5.2 
3.4 
2.6 
5.5 
2.6 


10 
2 
17 
11 
15 


18.3 
23.1 
15.6 
17.9 
16.0 


3 
2 
12 
4 
8 


10.5 
11.8 
3.1 
9.1 
7.8 


(1COR 

i  a t ional  Fuel  Gas 
/ashington  Gas  Light 

■'GI 
rtCOR 


11 
12 
13 
14 

15 


12.2 
12.1 
10.7 
10.4 
9.7 


3.0 
10.2 
13.2 
1.2 
9.0 


0.6 
0.7 
1.0 
0.9 
1.0 


13 
9 
14 
12 


7.1 
7.8 
6.5 
7.2 


2.9 
7.1 
7.0 
3.1 


1.5 
2.7 
3.8 
1.1 
2.0 


14 
18 
16 


17.0 
15.5 
15.9 
23.4 
18.5 


14 

6 
10 
13 
16 


1.6 
8.1 
6.1 
2.7 
0.0 


tlanta  Gas  Light 
o  Indiana  Pub  Svc 
as  Service 
rimark 


16 
17 
18 
19 


9.5 
8.4 
7.6 
4.9 


10.3 
10.5 
3. '6 
5.3 


0.9 
0.9 
0.8 
0.8 


15 
16 
16 
18 


6.2 
5.4 
5.4 
3.9 


6.8 
6.0 
3.8 
4.4 


1.6 
6.7 
0.6 
0.9 


4 

12 
7 
19 


22.1 
17.9 
19.0 
14.7 


15 
18 
17 
19 


0.9 
-6.8 
-3.4 
-13.8 


ledians 


13.2 


10.6 


0.7 


7.7 


6.9 


2.7 


18.3 


6.1 


ldustry  medians 


15.4 


12.3 


0.7 


8.9 


7.2 


3.4 


19.1 


8.1 


I  11-industry  medians 


15.1 


12.6 


0.4 


10.8 


8.6 


3.5 


12.4 


9.4 


Note:  Explanation  of  Yardsticks  calculations  on  page  38. 
"Not  available;  not  ranked. 


FORBES,  JANUARY  2,  1984 


83 


With  another  poor  year  in  prospect  for 

oil  service  companies,  the  worst  isn't  over  yet. 


Oilfield  drillers 
and  services 


By  Robert  H.  Bork  Jr. 


After  an  abysmal  1983,  during 
which  companies  wrote  off 
i  more  than  $1  billion  pretax 
and  laid  off  thousands  of  employees, 
oilfield  service  chief  executives  don't 
see  much  more  than  a  modest  upturn 
this  year.  To  be  sure,  exploration  is  up 
domestically.  The  U.S.  rig  count  has 
trended  up  to  about  2,200  since  scrap- 
ing bottom  at  1,807  in  April,  and  the 


number  of  seismic  crews  conducting 
soundings  for  oil  has  grown  to  about 
450  from  a  nadir  of  402  during  the 
same  month. 

But  for  the  most  part  oilmen  remain 
unimpressed.  "There  are  quite  a  few 
signs  of  improvement  in  the  air,  but 
it's  in  the  air  more  than  it  is  in  reality. 
It's  nowhere  near  back  to  anything 
good  yet,"  says  John  Wallace,  chief 
executive  of  $2  billion  (sales)  Petro- 
lane  Inc.,  which  ran  in  the  red  for  the 


latest  12  months,  as  opposed  to  its 
respectable  18.9%  five-year  average 
return  on  equity. 

A  few  years  ago  there  was  so  much 
drilling  that  nobody  counted  the  cost. 
Now,  with  more  capacity  than  de- 
mand for  it,  drilling  costs  are  way 
down,  about  28%  since  1981.  Why 
haven't  the  lower  prices  stimulated 
drilling?  It's  an  old  story.  "People 
buying  a  new  car  assume  that  they  are 
going  to  get  a  better  deal  tomorrow  or 


Oilfield  drillers  and  services 
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ttThree-year  growth,    def:  deficit. 


84  FORBES,  JANUARY  2,  1984 


i 


In  the  celebrated  world  of 
quarter  horses,  the  value  of 
a  stallion  often  runs  into  the 
millions.  So  it's  no  wonder 
that  Bob  Norris,  former  Presi- 
dent of  the  American  Quarter 
Horse  Association,  and  so 
many  other  distinguished 
figures  in  equestrian  circles, 
trust  the  safe  transport  of 
their  valued  cargos  to  the 
Jeep@  Grand  Wagoneer. 

There's  a  special  feeling  of 


confidence  behind  the  wheel 
of  a  Grand  Wagoneer. 
There's  authority  in  its  power, 
security  in  its  traction  and 
prestige  in  its  appearance. 

With  its  remarkable  Selec- 
Trac  2-wheel/4-wheel  drive 
system,  the  Wagoneer  art- 
fully masters  most  any  terrain, 
even  under  adverse  condi- 
tions... from  summer  down- 
pours to  winter  snowstorms. 

Yet,  for  all  its  impressive 


strength  and  dependability, 
classic  comforts  are  standard 
in  a  Grand  Wagoneer.  From 
its  plush  interior  fabrics  and 
leathers  to  its  premium  stereo 
sound  system,  quality  is 
never  compromised. 

And  because  it  does  so 
many  things  without  compro- 
mise, Jeep  Grand  Wagoneer 
makes  perfect  horse  sense, 
no  matter  who  your  traveling 
companion  is. 


Jeep  Fl  Grand  Wagoneer.The  Ultimate  Wagon. 

FROM  JEEP  CORPORATION       AVAILABLE  FOR  PURCHASE  OR  LEASE  AT  PARTICIPATING  JEEP  DEALERS. 
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THE  XEROX  ELECTRONIC 
PUBLISHING  SYSTEM 

DATA  INPUT 
COMPOSE 
PRINT 
DISTRIBUTE 


And  accelerate 
your  growth 
rate. 


XEROX 


As  you  can  see,  it's  the  things  you  don't 
io  with  the  Xerox  Electronic  Publishing 
System  that  make  it  unique. 

What  you  don't  do  is  take  weeks  or 
nonths  to  produce  business  documents  by 
)reparing  them  as  camera-ready  artwork 
or  conventional  printing. 

Instead,  you  eliminate  the  paper  wait 
)y  producing  the  actual  catalogs,  price  lists, 
proposals,  technical  manuals— whatever 
tinds  of  business  documents  your  company 
lses— on  demand.  A 

That's  because  our  Xerox  Integrated 
Composition  System  (XICS),  the  soft- 
ware of  electronic  publishing,  lets  you 
create  print-shop  quality,  cover-to-cover 
locuments  from  computerized  text  and 
ligitized  graphics. 

Which  means  you  compose,  paginate, 
brmat  and  store  all  your  pages  electronically. 

And  set  type  in  your  own  choice  of  font, 
tyle  and  size,  as  well  as  reproduce  logos, 
ignatures  and  graphics. 

Then,  using  either  our  9700  or  8700 
Electronic  printer,  you  print  on  both  sides 
)f  ordinary,  cut-sheet,  8V2  x  11  paper 
iknd  turn  out  documents  at  up  to  120  pages 
>er  minute. 

All  sorted,  collated  and  stacked  auto- 
natically. 

So  you  get  what  you  want,  when  you  want 
t.  And  only  as  many  sets  as  you  need. 

Of  course,  you  also  get  tremendous 
lavings  in  production  costs,  warehousing 
|nd  waste  reduction. 

Not  to  mention  increased  flexibility  to 
espond  to  customers'  needs. 


For  example,  one  company,  a  wholesaler 
of  books  to  school  libraries,  used  our  system 
to  offer  customized  catalogs  with  a  personal 
choice  of  sequence  and  delivery  dates. 

The  result  was. .  ."increased  sales  of  over 
400  percent." 

Another  company,  a  leading  manufacturer 
of  PBX  systems,  uses  it  to  produce  the  800 
to  1,400  pages  of  documentation  that  must 
accompany  each  system— a  job  that  used  to 
take  three  to  six  months  to  complete. 

They  now  do  it  in  parallel  with  new 
products. . .  "saving  as  much  as  a  year's 
time  in  releasing  a  product." 

Can  electronic  publishing  help  your 
company  accelerate  its  growth  rate,  too? 

Find  out  by  asking  for  our  free,  16-page 
XICS  brochure. 

It'll  give  you  complete  details  of  how  the 
Xerox  Electronic  Publishing  System  works 
and  what  it  does. 

Just  call  Xerox  Systems  Marketing  Division, 
toll-free,  at  1  (800)  556-1234,  Ext.  95. 
In  California,  1  (800)  441-2345,  Ext.  95. 

Or  simply  return  the  coupon  below. 


I  think  you've  got  something  I  may  be  interested 
in.  Send  me  a  copy  of  your  XICS  brochure  so 
I  can  check  it  out  further.  Thanks. 

Name /Title  

Company  

Street  
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same  way, 


the  next  day  or  next 
month,  so  they  don't 
rush  out  and  buy  one  to- 
day. People  who  drill 
wells  are  probably  the 
says  Dresser  Industries 
Vice  President  Herbert  Ryan.  Certain- 
ly they  haven't  been  rushing  out  to 
buy  Dresser's  rigs.  Dresser  was  barely 
in  the  black  last  year. 

Nor  is  there  any  hope  from  overseas 
markets.  "The  international  scene  is 
still  sagging  right  now  as  far  as  we're 
concerned.  Rig  counts  are  falling. 
There  are  currency  problems.  And  on 
top  of  that  there  has  been  a  migration 
of  excess  equipment  from  the  U.S.," 
says  Wallace  of  Petrolane. 

"This  is  an  industry  with  a  history 
of  oversupply  and  undersupply  and 
not  one  that  moves  smoothly  be- 
tween them,"  observes  Ron  Lassiter, 
chairman  of  Zapata  Corp.,  a  major 
offshore  drilling  contractor. 

When  is  the  next  swing?  fames 
Lesch,  chairman  of  $1.6  billion  (sales) 
Hughes  Tool  Co.,  the  world's  largest 
maker  of  drill  bits,  thinks  it  might  not 
come  until  1988.  Hughes  predicts 
only  small  increases  in  U.S.  drilling 
activity  this  year:  average  active  U.S. 
rigs  up  6.1%,  to  2,425  from  2,285,  and 
drilling  expenditures  up  12%,  to 
$21.5  billion  from  $19.2  billion. 
Dresser  predicts  a  modest  decline,  to 
an  average  2,200  rigs.  The  optimists, 
like  Baker  International  Corp.,  expect 
a  steady  climb  through  the  year  to 
3,000,  for  an  average  of  about  2,550. 
But  even  if  the  optimists  are  right,  the 
figure  would  still  be  40%  below  the 
best  levels  of  the  early  1980s. 

Is  there  no  good  news  in  sight?  Yes, 
there  is.  The  industry  has  been  forced 
to  reduce  its  break-even  point  by 
about  one-third.  "Everybody's  gone 
after  their  capital  base  and  their  cost 
structure  with  a  meat  ax,"  says  Ron- 
ald Turner,  a  Baker  vice  president. 
Dresser's  Ryan  thinks  an  active  rig 
count  of  3,000  could  bring  back  peak 
profit  margins.  "We're  at  a  point 
where  every  increase  in  volume  will 
be  accompanied  by  a  proportionately 
higher  increase  in  margins,"  echoes 
Thomas  Cruikshank,  CEO  of  $7  bil- 
lion (sales)  Halliburton. 

Who  will  feel  the  pickup  first? 
Companies  that  make  expendable 
products  like  drill  bits  and  drilling 
mud  have  an  obvious  advantage  over 
makers  of  rigs  and  other  capital  goods 
like  McDermott  International,  Parker 
Drilling  and  Cameron  Iron  Works, 
where  it  may  be  years  before  demand 
picks  up. 

On  the  expendable  side,  drill  bit 
manufacturers  like  Smith  Interna- 


Life  without  banks 


With  commercial  banks 
burned  badly  in  the  oilpatch, 
service  companies  are  being  forced 
to  prop  up  ailing  customers  and 
finance  their  products.  Some  with 
strong  balance  sheets,  like  Halli- 
burton, are  simply  offering  longer 
credit  terms.  But  companies  like 
the  Western  Co.  of  North  America, 
which  already  has  too  much  lever- 
age for  its  own  good,  can't  do  that. 
So  they  are,  in  some  cases,  taking 
an  interest  in  their  customers' 
fields  as  partial  payment.  ' 

Perhaps  the  most  innovative  fi- 
nancing was  devised  by  a  small, 
debt-ridden,  private  Oklahoma  pro- 
ducer called  PCX  Corp.  Partners 
David  Palm  and  Greg  Cook  formed 
a  new  company,  Palm-Cook  Pro- 
duction, and  convinced  several  sup- 
pliers to  invest  $32  million  worth  of 


services  and  equipment  in  a  108- 
well  drilling  program  in  an  area  of 
proven  but  undeveloped  reserves. 
With  an  additional  $  1 8  million  loan 
from  Continental  Illinois,  the  com- 
pany hopes  to  keep  six  rigs  busy  for 
a  year. 

What  made  the  bank  go  along 
with  the  deal?  Self-preservation.  It 
was  their  best  hope  for  collecting 
several  million  dollars  of  debts 
owed  by  Palm's  other  production 
company,  PCX.  After  the  suppliers 
are  paid  for  drilling  the  108  wells, 
additional  income  will  pay  off 
PCX'  loans  and  bills. 

There  could  be  more  deals  like 
that  this  year.  "Creative  financing 
is  going  to  be  a  major  factor  in  the 
energy  market  for  a  number  of 
years,"  says  Ken  Miller,  Smith  Bar- 
ney's oil  service  analyst. — R.H.B. 


tional  Inc.  began  recalling  workers  in 
1983,  despite  its  deficit  for  the  latest 
12  months  in  return  on  capital. 
Smith's  red  ink  came  mainly  from  an 
$85  million  writeoff  of  inventory, 
property,  plant  and  equipment  in  the 
third  quarter.  Lesch  of  Hughes  Tool 
says  he  probably  will  bring  back 
workers  later  this  quarter. 

Why  was  industry  profit  leader 
Schlumberger  Ltd.  able  to  hold  up  so 
nicely  with  a  20.3%  return  on  capital 
for  the  latest  12  months?  Well,  when 
your  oilfield  operating  margins  are 
averaging  40%,  a  dip  of  a  few  points 
doesn't  affect  you  as  severely  as  it 


would  a  weaker  company.  And  one 
way  number  two  SEDCO  Inc.  was 
able  to  rack  up  an  18.2%  return  on 
capital  was  by  writing  long-term  rig 
rental  contracts  while  others  were 
taking  shorter  terms.  When  the  mar- 
ket collapsed,  SEDCO  was  covered 
and  the  others  were  not. 

So,  there  are  signs  that  the  bottom 
is  near  for  this  industry.  But  there  may 
be  yet  one  more  big  bump.  Says  Chair- 
man Wallace  of  Petrolane:  "I  think  a 
lot  of  the  companies  in  this  business 
have  hung  on  by  their  fingernails.  But 
when  this  winter  quarter  hits,  I  believe 
the  last  plug  will  be  pulled."  ■ 


Roughnecks  at  work  on  Texas  oil  rig 

Makers  of  expendable  goods,  like  drill  bits,  will  fare  best. 
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Accurate.  And  Swiss. 


Very  American,  too.  Proud.  Inventive.  And 
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This  industry  may  have  stopped  growing.  That's 
good for  shareholders  if  not  for  suppliers. 


Electric 
utilities 


By  Jean  A.  Briggs 


We're  not  going  to  build 
any  more  power  plants.  Ever 
again,"  says  Thomas  Page, 
chief  executive  of  San  Diego  Gas  & 
Electric  Co.  "We  believe  our  ability  to 
serve  our  customers  hinges  on  our 
ability  to  transmit  power  from  other 
areas  of  the  country  where  there's  a 
surplus  to  this  area." 

Everybody  knows  that  utility 
growth  has  slowed  down.  What  peo- 
ple can't  agree  upon  is  whether  it  will 
resume  again  and  at  what  pace.  Page 
thinks  there  will  be  continuing  sur- 
pluses for  two  reasons:  the  fundamen- 


tal economic  shift  from  smokestack 
industries  toward  chip-based  indus- 
tries and  customer  conservation  mea- 
sures that  are  already  in  place.  "I'm  a 
bit  of  a  contrarian,"  he  says.  "I  believe 
the  industry's  growth  rate  is  going  to 
be  much  lower  than  most  people  are 
forecasting  and  that  it  may  even  be 
negative.  The  nation  is  a  vast  pool  of 
electrical  energy.  Our  job  will  be  to 
transmit  it  from  one  place  to  another, 
to  be  energy  managers." 

Page  isn't  as  much  of  a  contrarian  as 
he  thinks.  The  Edison  Electric  Insti- 
tute projects  an  average  annual 
growth  rate  of  2.5%  to  3%  for  the  rest 
of  the  decade,  but  that's  not  enough 


growth  to  require  vast  infusions  of 
new  capacity.  "We  think  we  are  pass- 
ing through  the  peak  of  building 
now,"  says  Richard  Braatz  of  the  EEL 
"The  industry  expected  to  spend 
$36.7  billion  in  1983.  In  1984  it  ex- 
pects to  spend  $35  billion.  By  1987  the 
number  will  be  down  to  $28  billion." 

Bad  news?  No,  good  news.  "It  gave  a 
higher  multiple  to  companies  that 
have  completed  their  building  pro- 
grams, such  as  Con  Edison  and  Wis- 
consin Electric,"  says  Ernest  Liu, 
Goldman,  Sachs'  utility  stock  ana- 
lyst. By  contrast,  he  says,  the  market 
gave  a  lower  multiple  to  companies 
still  building,  especially  if  they  are 


Electric  utilities 

Yardsticks  of  management  performance 
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Northeast 

United  Illuminating 

1 

15.4% 

18.7% 

0.9 

2 

8.8% 

10.0% 

17.7% 

2 

14.7% 

9 

4.7% 

New  England  Electric 

2 

15.4 

18.3 

0.8 

9 

7.3 

8.3 

10.1 

15 

10.6 

1 

9.8 

Commonwealth  Energy 

3 

14.1 

19.1 

0.7 

12 

6.8 

8.3 

6.0 

14 

11.3 

5 

6.5 

N  Y  State  Elec  &  Gas 

4 

13.8 

14.3 

0.9 

3 

8.3 

8.5 

16.6 

8 

13.3 

7 

5.7 

Long  Island  Lighting 

5 

13.7 

15.0 

0.6 

1 

9.1 

9.7 

20.6 

3 

14.7 

15 

1.8 

Niagara  Mohawk  Power 

6 

13.5 

15.6 

0.8 

4 

8.0 

8.9 

11.7 

5 

14.1 

8 

5.3 

Orange  &  Rockland 

7 

13.3 

14.1 

0.6 

7 

7.4 

7.9 

7.0 

12 

12.5 

4 

6.6 

Consolidated  Edison 

8 

13.3 

15.3 

0.6 

6 

7.6 

8.9 

10.1 

17 

10.1 

2 

9.6 

Rochester  Gas  &  Elec 

9 

12.6 

14.9 

0.8 

5 

7.8 

8.8 

11.0 

4 

14.3 

6 

6.4 

Penn  Power  &  Light 

10 

12.5 

12.6 

0.9 

11 

6.9 

6.7 

25.3 

16 

10.4 

16 

1.2 

Delmarva  Power  &  Lt 

11 

12.5 

15.2 

0.9 

8 

7.3 

8.2 

13.0 

9 

12.9 

10 

3.8 

Atlantic  City  Elec 

12 

12.0 

14.9 

0.8 

10 

7.1 

8.0 

12.6 

6 

13.7 

14 

2.2 

Boston  Edison 

13 

12.0 

12.2 

0.8 

16 

5.8 

6.0 

6.8 

13 

11.7 

3 

7.5 

Northeast  Utilities 

13 

12.0 

17.3 

1.2 

12 

6.8 

8.4 

11.1 

1 

14.9 

13 

2.8 

Phila  Electric 

15 

11.8 

13.8 

1.0 

15 

6.6 

7.2 

14.8 

10 

12.8 

11 

3.3 

Pub  Svc  Elec  &  Gas 

16 

11.8 

13.0 

0.7 

14 

6.7 

7.3 

9.8 

11 

12.6 

12 

3.0 

General  Public  Utils 

17 

3.1 

3.2 

0.9 

17 

3.8 

3.8 

1.9 

7 

13.5 

17 

-20.7 

Medians 

12.6 

14.9 

0.8 

7.3 

8.3 

11.1 

12.9 

4.7 

Note:  Explanation  of  Yardsticks  calculations  on  page  38 
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building  nuclear  power  plants  like 
Public  Service  of  Indiana  and  Cincin- 
nati Gas  &  Electric.  So  far  as  Wall 
Street  is  concerned,  stagnation  is  in, 
expansion  is  out.  In  their  expansion 
phase,  utilities  were  in  a  no-win  situa- 
tion. High  interest  costs  made  the 
building  of  long-lead-time  utility 
plants  terribly  expensive,  while  "pop- 
ulist" rate  commissions  refused  to 
make  the  power  companies  whole. 

Charles  McNeer,  chief  executive  of 
Wisconsin  Electric  Power,  now  has 
just  two  new  coal-fired  plants  under 
construction,  one  wholly  owned,  one 
25%  owned.  Once  they  start  generat- 
ing electricity  next  year,  McNeer  fig- 
ures he's  home  free.  "We  won't  need 
to  think  about  building  again  until 


the  late  1990s,"  he  says.  "And  we've 
been  able  to  ask  for  a  rate  reduction. 
We're  confounding  our  critics." 

Another  executive  pleased  to  be 
through  with  building  power  plants 
for  a  while  is  William  Berry,  chief 
executive  of  Dominion  Resources, 
the  new  holding  company  for  Virginia 
Electric  Power  Co.  The  company, 
which  operates  four  nuclear  reactors, 
has  canceled  three  others  for  lack  of 
demand  and  a  fourth  because  of  high 
construction  estimates.  Berry  hopes 
to  learn  early  this  year  how  the  regu- 
latory commissions  that  govern 
VEPCO  will  allow  it  to  deal  with  the 
$500  million  it  invested  in  the  last  of 
those  canceled  reactors.  Must  the 
company  simply  write  off  the  expen- 


Inelastic  demand? 


Every  year  since  1974  the  electric  utilities  have  lowered  their  de- 
mand projections.  And  every  year  since  1974  actual  demand  has 
turned  out  to  be  even  lower  than  expected. 
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Over  140  power  plants  have  been  scrapped  since  1973.  Since  then 
generating  capacity  has  increased  50%,  demand  20%.  Small  wonder 
some  utility  men  say  they'll  never  build  a  power  plant  again. 
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For  a  brochure  highlighting  the  Fantus 
report,  call  or  write:  Christopher  A. 
Matics,  The  Scranton  Plan,  Greate*- 
Scranton  Chamber  of  Commerce 
Building.  426  Mulberry  St..  Scranton,  PA 
18503:  (717)  342-7711. 


FORBES,  JANUARY  2,  1984 


91 


diture?  If  so,  over  how 
many  years?  Or  will  it  be 
allowed  to  include  it  in 
the  rate  base  and  perhaps 
earn  something  on  it? 
"It's  a  big  item  for  us/'  says  Berry.  "A 
very  big  item." 

Meanwhile,  Berry  has  been  trying 
to  repair  his  highly  leveraged  balance 
sheet  by  selling  part  interests  in  two 
of  his  remaining  four  nuclear  reactors 
to  their  customers,  a  group  of  electric 
cooperatives.  VEPCO's  only  building 
project  is  a  $1.6  billion  pumped-stor- 
age  hydro  facility  in  western  Virginia. 
It  will  be  available  in  1985  and,  says 
Berry,  is  ahead  of  schedule  and  under 
budget.  "This  is  our  last  project,"  he 
adds,  "until  sometime  in  the  1990s." 

But  some  electric  utilities  still  have 
very  active  building  programs.  Keith 
Turley,  chief  executive  of  Arizona 
Public  Service,  is  managing  the  con- 
struction of  three  huge  nuclear  power 
plants,  Palo  Verde  No.  1,  No.  2  and 
No.  3.  Construction  of  the  plants  is 
draining  the  company  dry.  "The  com- 
mission didn't  grant  us  a  rate  in- 
crease," says  Turley.  There  was  a 


change  in  commissioners,  he  ex- 
plains. Instead  of  granting  the  5.5%  to 
6%  the  hearing  officer  recommended, 
the  commission  granted  0.9%.  "Our 
cash'  flow  turned  negative,  and  our 
financial  condition  has  deteriorated 
to  the  point  that  all  three  rating  agen- 
cies have  downgraded  us.  Now  we 
need  an  emergency  increase." 

Certainly  the  electric  utility  indus- 
try is  due  for  a  breather  after  the  tu- 
multuous Seventies,  which  turned 
their  previously  serene  world  on  its 
ear.  Before  the  oil  embargo,  technolo- 
gy in  new  plants  lowered  the  price  of  a 
kilowatt-hour.  After  1974,  with  rising 
fuel  bills,  inflation  and  interest  rates, 
new  plants  increased  the  price  of  a 
kilowatt-hour.  The  economies  of 
scale  simply  vanished. 

Prior  to  the  Seventies,  demand  was 
perfectly  predictable:  It  grew  7%  a 
year — "Like  watching  paint  dry  or 
grass  grow,"  comments  Braatz.  Utili- 
ties, anticipating  that  growth  rate  to 
continue,  undertook  massive  building 
programs.  The  energy  crisis  led  them 
to  believe  they  would  get  additional 
growth  from  residential  and  industri- 


al customers  cut  off  from  natural  gas 
or  eager  to  get  off  imported  oil.  Elec- 
tric cars  also  seemed  likely. 

None  of  these  happy  things  came  to 
pass.  Meanwhile,  to  nearly  everyone's 
surprise,  the  demand  for  power 
proved  price-elastic — meaning  that 
when  rates  went  up  people  used  less. 
That,  in  turn,  has  led  to  dozens  of 
canceled  power  plants  and  to  the  cur- 
rent generating  overcapacity. 

So,  for  the  first  time  in  years,  utili- 
ties are  advertising,  and  some,  like 
Detroit  Edison  and  Philadelphia  Elec- 
tric, are  offering  discounts  to  industri- 
al customers,  justifying  that  step  to 
regulators  in  the  name  of  job  creation. 

Is  a  new  era  at  hand  for  the  embat- 
tled industry?  An  era  when  capital 
needs  can  be  met  out  of  cash  flow 
instead  of  with  costly  outside  financ- 
ing? If  inflation  stays  low,  they  won't 
have  to  keep  asking  for  rate  increases 
and  may  even  begin  asking  for  rate 
reductions.  The  industry  might  cease 
being  a  whipping  boy  for  publicity- 
hungry  "consumerists." 

Alas,  it  is  too  soon  to  break  out  the 
champagne.  Close  to  60%  of  utility 
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Midwest 

Iowa-Illinois  G  &  E 

1 

15.6% 

18.3% 

0.8 

9 

7.4% 

7.9% 

12.4% 

5 

14.5% 

5 

7.5% 

Public  Service  Indiana 

2 

15.6 

16.1 

0.7 

3 

7.7 

7.5 

27.8 

17 

13.1 

8 

6.4  1 

Wisconsin  Pwr  &  Lt 

3 

14.8 

16.5 

0.7 

5 

7.5 

8.2 

9.6 

8 

14.0 

2 

8.3  j 

No  States  Power 

4 

14.7 

17.5 

0.7 

15 

7.1 

8.1 

10.9 

19 

1 1.7 

4 

7.5  1 

Indianapolis  Pwr  &  Lt 

5 

14.6 

16.4 

0.6 

11 

7.4 

8.2 

17.4 

21 

11.3 

7 

6.9  j 

Wisconsin  Public  Svc 

6 

14.3 

16.6 

0.6 

13 

7.2 

8.1 

8.4 

6 

14.2 

.3 

7.6 

Kansas  Power  &  Light 

7 

14.3 

16.5 

0.7 

8 

7.5 

8.3 

13.5 

9 

13.9 

10 

5.7  j 

Illinois  Power 

8 

13.8 

16.5 

0.8 

5 

7.5 

8.2 

15.2 

4 

15.3 

15 

3  2  1 

Allegheny  Power 

9 

13.8 

15.4 

0.9 

12 

7.4 

7.9 

9.5 

3 

15.5 

9 

5.7  j 

Wisconsin  Elec  Power 

10 

13.6 

15.6 

0.6 

9 

7.4 

8.5 

10.4 

7 

14.1 

1 

8.5  j 

Union  Electric 

11 

13.5 

17.2 

0:9 

19 

6.7 

7.5 

19.7 

22 

10.9 

12 

4.0  1 

Cleveland  Elec  Ilium 

12 

13.4 

15.9 

0.8 

2 

7.8 

8.6 

19.3 

20 

11.7 

19 

1.9  ] 

Kansas  City  Pwr  &  Lt 

13 

13.2 

17.6 

0.9 

20 

6.5 

7.6 

21.4 

10 

13.9 

11 

5.3  j 

Central  111  Pub  Svc 

14 

13.0 

15.4 

0.7 

17 

6.8 

7.4 

11.2 

15 

13.3 

16 

3.0  I 

Cincinnati  G  &  E 

14 

13.0 

15.2 

1.0 

7 

7.5 

7.9 

11.0 

13 

13.5 

14 

3.3  j 

Central  Illinois  Lt 

16 

12.9 

14.7 

0.6 

23 

6.0 

6.5 

8.6 

11 

13.8 

6 

7.1 

Dayton  Power  &  Light 

17 

12.9 

14.3 

1.0 

1 

8.0 

8.4 

12.5 

14 

13.4 

13 

3.9 

Toledo  Edison 

18 

12.3 

14.5 

1.0 

4 

7.6 

8.1 

24.0 

16 

13.2 

22 

-0.2  1 

Commonwealth  Edison 

19 

12.2 

16.7 

0.9 

18 

6.7 

8.1 

17.3 

12 

13.8 

20 

1.9  \ 

Ohio  Edison 

20 

11.8 

13.4 

1.2 

14 

7.2 

7.6 

16.5 

18 

13.1 

21 

0.9  j 

Consumers  Power 

21 

11.4 

11.2 

0.9 

22 

6.4 

6.6 

11.8 

23 

10.7 

18 

2.2 

Duquesne  Light 

22 

10.9 

12.4 

0.9 

21 

6.5 

6.9 

17.2 

24 

10.3 

23 

-1.1  1 

American  Elec  Power 

23 

10.8 

10.7 

1.1 

16 

7.0 

6.6 

8.9 

2 

15.6 

24 

-1.2 

Detroit  Edison 

24 

10.8 

13.0 

1.1 

24 

6.0 

6.2 

15.3 

25 

9.6 

17 

2.7  1 

No  Indiana  Pub  Svc 

25 

8.4 

10.5 

0.9 

25 

5.4 

6.0 

6.7 

1 

17.9 

25 

-6.8  j 

Medians 

13.2 

15.6 

0.9 

7.2 

7.9 

12.5 

13.5 

3.9 

Note:  Explanation  of  Yardsticks  calculations  on  page  38. 
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Earnings  magic 


An  intelligent  reading  of  the  Forbes  Yardsticks  on  the 
»electric  utilities  takes  a  bit  more  effort  than  it  does 
for  other  industries  because  of  the  peculiarities  of  regu- 
latory accounting.  In  most  industries,  the  higher  the 
return  on  equity  the  better.  But  in  utilities  a  high  return 
on  equity  may  be  almost  meaningless.  It  can  signify  a 
high  degree  of  noncash  earnings  and  a  possibly  burden- 
some capital  spending  program.  Here's  why: 

Most  state  commissions  do  not  permit  utilities  to 
include  in  their  rate  base  capital  investments  that  are 
not  yet  producing.  Nor  can  they  expense  interest  costs 
on  the  money  borrowed  for  the  construction.  Since  the 
lead  time  on  a  utility  plant  can  be  a  decade  or  more 
(with  a  nuclear  plant),  the  sums  involved  may  be  tre- 
mendous. This  means  that  while  the  utility  pays  huge 
amounts  of  interest,  it  doesn't  deduct  the  interest  from 
earnings.  Earnings,  therefore,  look  much  better  than 
they  really  are. 

Instead  of  expensing  the  interest,  the  utilities  capital- 
ize it.  That  is,  they  add  it  to  the  cost  of  the  new  plant  on 
their  books.  In  theory,  they  will  get  the  money  back 
over  a  long  period  of  time  when  the  new  plant  is 
operating  and  is  included  in  their  rate  base.  In  theory. 
Several  nuclear  plants — Lilco's  Shoreham  plant  and 
Cincinnati  Gas  &.  Electric 's  Zimmer  plant,  notably — 
may  be  prevented  from  operating  by  politicians  bending 
to  antinuke  pressures.  What  happens  then  to  the  invest- 
ment and  to  all  that  capitalized  interest? 


Keep  in  mind  that  we  are  not  talking  about  petty 
cash:  Such  allowances  for  funds  used  during  construc- 
tion account  for  60%  of  all  utility  earnings. 

We  forgot  to  mention  "rate  shock."  That's  what 
happens  to  consumers  when  a  new  plant  comes  into  the 
rate  base  and  sends  their  rates  up  50% .  The  customers 
don't  like  that.  They  complain  to  the  politicians.  So 
utility  rate  commissions  are  starting  to  require  that  the 
new  plants  be  added  to  the  rate  base  piecemeal,  over  a 
three-year  or  four-year  period.  That  eases  the  pain  for 
the  customer  but  means,  bottom  line,  that  the  utility 
reports  "phony"  earnings  a  while  longer. 

Another  thing  that  is  topsy-turvy  in  utilityland  is  the 
question  of  equity  ratios.  In  most  businesses  a  high 
common  equity  ratio  is  desirable.  Not  necessarily  so  in 
utilities.  The  more  equity  on  the  balance  sheet,  the 
higher  the  cost  of  capital,  and  the  higher  electric  rates 
become.  Nonetheless,  overall  the  utility  industry's 
common  equity  ratio  has  increased  from  35.9%  in  1979 
to  38.7%  today. This  represents  a  substantial  increase  in 
a  hugely  capitalized  industry.  It  is  as  much  caused  by 
difficulty  in  selling  bonds  as  by  fiscal  conservatism. 
Where  bonds  can't  be  sold  equity  often  must  be — often 
resulting  in  severe  dilution.  A  relatively  low  (but  not 
rock-bottom)  debt  ratio,  then,  may  indicate  that  the 
company  has  had  to  sell  quantities  of  new  equity, 
perhaps  below  book  value,  to  maintain  reasonable  fi- 
nancial health. — J.A.B. 


This  announcement  appears  as  a  matter  of  record  only. 


November,  1983 


General  Motors  Acceptance  Corporation 


Medium-Term  Note  Program 


We  are  pleased  to  announce  our  appointment  as  co-agents  for  the 
medium-term  note  program  of  General  Motors  Acceptance  Corporation. 


Merrill  Lynch  Capital  Markets 


Salomon  Brothers  Inc 


it 


ex 


earnings  in  1983  result- 
ed from  capitalizing  fi- 
nancing costs  and  adding 
them  back  on  the  in- 
come statement,  as  re- 
quired by  the  commissions.  Any  way 
you  look  at  it,  those  were  "phony" 
earnings.  This  add-back  component 
should  begin  to  decline  in  1984  and 
1985  as  building  programs  wind 
down,  putting  pressure  on  reported 
earnings.  And  sluggish  revenue 
growth,  while  holding  down  capital 
budgets,  is  no  bonanza  in  the  long 
run.  Electricity  sales  were  up  about 
2.2%  in  1983,  but  that  was  due  largely 
to  the  heat  wave  through  much  of  the 
country.  Pacific  Gas  &.  Electric,  for 


example,  reports  sales  down  1%  in 
1983  and  expects  them  to  be  down 
again  in  1984.  Dale  Steffes,  a  Hous- 
ton-based consultant,  forecasts  a  2% 
average  annual  decline  in  kilowatt- 
hour  sales  for  the  rest  of  the  decade. 

Then  there  is  the  nuclear  problem. 
Antinuclear  activists  have  made 
things  so  tough  for  nuclear  plants, 
delaying  them  repeatedly  and  fright- 
ening the  public,  that  their  costs  have 
soared.  So,  what  could  have  been  a 
long-term  benefit  for  the  American 
people  has  become  an  albatross  for  the 
industry.  A  number  of  companies — 
including  Long  Island  Lighting,  Pub- 
lic Service  of  Indiana,  Cincinnati  Gas 
&.  Electric  and  Dayton  Power  & 


Light — are  still  struggling  to  get  their 
new  nuclear  plants  on  line. 

Those  not  afflicted  by  nuclear  prob- 
lems have  acid  rain  to  worry  about. 
Old  coal-burning  plants,  such  as  Indi- 
anapolis Power  &.  Light  and  American 
Electric  Power,  may  be  legislated  into 
huge  expenditures  for  reequipping. 

So,  no,  happy  days  aren't  yet  here 
for  this  industry.  Quite  a  number  of 
utilities  seem  concerned  about  the 
long-term  survival  of  the  industry  and 
are  forming  holding  companies  and 
getting  into  other  businesses.  "We 
don't  want  to  wait  to  do  it  until  the 
commission  tells  us  we  can't,"  says 
Zane  Todd,  chief  executive  of  India- 
napolis Power  &  Light.  ■ 


Electric  utilities 


Yardsticks  of  management  performance 


Profitability 

Growth 

Earnings 

Return  on  equity 

Return  on  total  capital 

Sales 

per  share 

latest 

debt/ 

latest 

net 

5-year 

5-year 

12 

equity 

5-year 

5-year 

12 

profit 

5-year 

5-year 

5-year 

5-yeai 

v  .ompiin  v 

rank 

average 

months 

ratio 

rank 

average 

months 

margin 

rank 

average 

rank 

averaj 

Southeast 

TECO  Energy 

1 

14.4% 

15.0% 

0.7 

5 

6.9% 

7.1% 

11.1% 

6 

14.1% 

2 

7.0°/ 

Duke  Power 

2 

13.8 

14.6 

0.8 

1 

7.5 

7.8 

17.4 

12 

11.9 

1 

7.9 

Potomac  Elec  Power 

3 

12.8 

14.7 

0.9 

4 

7.1 

7.7 

11.9 

13 

11.2 

3 

6.3 

Florida  Power  &  Lt 

4 

12.7 

13.9 

0.8 

7 

6.6 

6.9 

10.0 

2 

16.0 

4 

5.8 

Baltimore  Gas  &  Elec 

5 

12.6 

14.4 

0.8 

2 

7.2 

7.9 

12.3 

10 

12.8 

5 

5.4 

Carolina  Pwr  &  Lt 

6 

12.4 

12.9 

0.8 

6 

6.8 

6.8 

14.8 

9 

13.3 

7 

3.0 

Middle  South  Utils 

7 

12.4 

13.0 

1.3 

3 

7.1 

7.5 

12.0 

1 

16.4 

10 

1.7 

Southern  Company 

8 

12.2 

14.1 

1.0 

13 

6.1 

6.6 

9.6 

8 

13.6 

6 

3.1 

V  J'UlMId  C  Ol  U 

9 

12.1 

13.2 

0.8 

10 

6.3 

6.6 

11.1 

4 

15.1 

9 

1.8 

Florida  Progress 

10 

12.1 

14.1 

0.9 

11 

6.2 

6.6 

7.7 

5 

14.4 

8 

2.8 

Louisville  Gas  &  Elec 

11 

11.0 

12.5 

0.8 

12 

6.2 

6.4 

9.2 

3 

16.0 

12 

0.6 

Kentucky  Utilities 

12 

10.5 

13.1 

0.8 

8 

6.5 

7.6 

12.4 

11 

12.3 

11 

0.8 

Dominion  Resources 

13 

10.1 

11.1 

1.0 

9 

6.4 

6.6 

9.5 

7 

13.8 

13 

0.3 

Medians 

12.4 

13.9 

0.8 

6.6 

6.9 

11.1 

13.8 

3.0 

Southwest 

Southwestern  Pub  Svc 

1 

18.2% 

21.3% 

0.9 

2 

8.5% 

10.6% 

13.1% 

4 

17.6% 

4 

4.6°/' 

Texas  Utilities 

2 

15.1 

15.3 

0.8 

3 

8.4 

8.4 

13.0 

2 

18.5 

1 

8.0 

Central  &  South  West 

3 

15.1 

15.7 

0.7 

4 

7.7 

8.4 

11.1 

7 

16.4 

2 

6.6 

Arizona  Public  Service 

4 

14.0 

15.0 

0.8 

1 

8.7 

9.0 

24.1 

6 

16.4 

6 

2.9 

Gulf  States  Utils 

5 

13.5 

16.0 

0.9 

5 

7.6 

8.9 

16.0 

2 

18.5 

3 

4.7 

Houston  Industries 

6 

12.8 

15.7 

0.8 

6 

7.2 

8.0 

7.5 

1 

28.0 

5 

3.6 

Oklahoma  Gas  &  Elec 

7 

12.4 

15.4 

0.8 

7 

6.6 

7.7 

12.1 

5 

16.5 

7 

1.4 

Medians 

14.0 

15.7 

0.8 

7.7 

8.4 

13.0 

17.6 

4.6 

West 

Southern  Calif  Edison 

1 

14.4% 

17.5% 

0.9 

2 

8.7% 

10.0% 

15.4% 

10 

15.1% 

2 

5.8*9 

Montana  Power 

2 

13.5 

14.6 

1.0 

4 

8.0 

7.5 

16.3 

8 

16.7 

1 

6.1 

Pacific  Pwr  &  Lt 

3 

13.3 

15.3 

1.1 

5 

7.9 

8.4 

15.2 

1 

23.8 

4 

4.3 

Pacific  Gas  &  Elec 

4 

13.2 

14.0 

0.8 

3 

8.5 

8.8 

11.7 

7 

16.8 

3 

5.6 

San  Diego  Gas  &  Elec 

5 

13.1 

16.7 

0.7 

1 

8.8 

10.3 

11.0 

2 

21.0 

7 

2.6 

Portland  Genl  Elec 

6 

12.4 

12.8 

1.0 

6 

7.8 

8.6 

23.9 

6 

18.5 

6 

3.1 

Utah  Power  &  Light 

12.1 

13.6 

0.9 

7 

7.4 

7.5 

18.2 

3 

20.2 

5 

3.4 

Puget  Sound  Pwr  &  Lt 

8 

11.6 

10.1 

1.0 

8 

7.0 

6.2 

18.6 

9 

15.9 

10 

-0.2 

Public  Service  Colo 

9 

11.3 

11.7 

0.8 

9 

6.7 

6.8 

6.5 

4 

19.9 

9 

0.7 

Hawaiian  Electric 

10 

9.6 

8.3 

0.7 

10 

6.0 

5.7 

4.4 

5 

19.5 

8 

2.3 

Medians 

12.8 

13.8 

0.9 

7.9 

8.0 

15.3 

19.0 

3.3 

Industry  medians 

12.9 

14.9 

0.8 

7.2 

7.9 

12.1 

14.0 

3.7 

All-industry  medians 

15.1 

12.6 

0.4 

10.8 

8.6 

3.5 

12.4 

9.4 

Note:  Explanation  of  Yardsticks  calculations  on  page  38. 
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VHEN  DODGE  BUILDS 

I  TRUCK,  PAYLOAD  IS  ONLY 

WE  OF  THE  PAYOFFS. 


ARE  DODGE.  AND  WE 
1W  HOW  TO  MAKE  A 
ICKPAYOFF. 

lodge,  available 
rloads  range  all  the 
Y  up  fo  3,515  lbs.  on  a 
10.  And  5,695  on  a  D350. 
that's  just  one  of  the 
roffs. 

IKED  BY  AMERICA  'S 
IGEST,  NO-EXTRA-COST 
TORY  RUST-THROUGH 

SECTION  TRUCK 

jRRANTY. 
■re's  more  rust-fighting 
vanized  steel  in  a 
ige  D250  or  D350  than 

J  r  Ford  or  Chevy  pickup 
ng. 

"ie  powerful  reason  why 
Ige  can  back  these 
:ks  lor  five  years  or 
000  miles. 

VERED  BY  A  BEEFY  360 
OPTION 

:  Ige  gives  you  a  profit- 
-  e  selection  of  engines, 


07  sq.  It.  ol  rust-lighting  galvanized 
'  surface  make  Dodge  tough  on  rust. 


Optional  360  C1D.  i-BBL  V-8'  increases  a 
D2S0's  maximum  lowing  ability  to  7,500 
lbs.,  when  properly  equipped. 

Full-depth  loam  cushions  and  seat  backs 
make  the  daily  grind  less  grinding. 


For  a  D250:  A  reliable 
Dodge  Slant  Six* 
Big  and  dependable 
318  cubic  inch  V-8.  And 
for  heavy  duty  towing, 
a  heavy  duty  360  V-8— 
standard  equipment  on 
the  D350. 

SAVE  HUNDREDS  WITH 
DODGE  PROSPECTOR 
DISCOUNTS. 

Save  on  equipment  such 
as  air  conditioning  and 
special  paint  treatments. 
Actual  savings  depend  on 
model  and  package.  And 
are  based  on  the  list  prices 
of  package  items  if  pur- 
chased separately.  So  see 
your  dealer  for  details. 


Independent  iront  suspension  delivers  a 
remarkably  smooth  and  comlortable  ride. 
And  can  be  easily  adjusted  on  passenger 
car  Iront-end  alignment  equipment. 

36.000  psi  carbon  steel  Irames  help  soak 
up  the  potholes  and  smooth  out  the 
bumps. 


RUST-THRU 
PROTECTION 

Limited  warranty  covering  outer 
body  rust-thru  on  new  '84  full- 
sized  pickups  and  Ramchargers  at 
no  extra  cost  for  five  years  or 
100.000  miles,  whichever  comes 
first.  Ask  dealer  for  details. 

THE  NEW  CHRYSLER 
TECHNOLOGY. 
QUALITY  BACKED  BY 
5/100  PROTECTION. 


Creating  an  'eye' that  will  s 


Lockheed  knows  how. 


It's  a  project  with  promise  that  defies  comprehension. 

It's  the  NASA  Space  Telescope,  managed  by  the  Marshall 
Space  Flight  Center  and  being  assembled  and  tested  by 
Lockheed.  It's  scheduled  for  launch  into  320-mile-high 
orbit  by  the  Space  Shuttle,  and  it  will  extend  the  observa- 
tion reach  of  astronomers  far  out  into  the  violent  turmoil 
of  space. 

They'll  look  back  about  14  billion  light-years  to 
where  many  think  the  universe  edges  lie.  That's  seven 

times  farther  than  Earth- 
bound  telescopes,  hindered 
by  atmospheric  murk,  have 
yet  been  able  to  see.  And 
the  telescope  will  find, 
lock  onto,  and  study  faint 
objects  and  masses  only 
1/50th  as  bright  as  any  so 
far  beheld. 


jupiter  as  seen  from  Earth  (left)  and 
through  the  clarity  of  outer  space. 


A  masterpiece  gets  ready  for  action. 

This  astronomical  observatory,  the  finest  galactic 
telescope  system  ever  built,  will  be  a  masterpiece  of 
advanced  technology  in  optics,  instrumentation,  com- 
munications, and  pointing  control. 

It  will  be  large— 43  feet  long,  14  feet  in  diameter,  and 
weighing  about  24,000  pounds.  When  carried  aloft,  it  will 
occupy  the  entire  cargo  bay  of  NASA's  big-airliner-size 
Space  Shuttle. 

Once  the  telescope  is  deployed,  its  solar  panels  (being 
built  by  the  European  Space  Agency)  will  unroll  like  long 
window  shades,  facing  the  sun  to  convert  light  into 


battery-stored  electric  power.  High-gain  radio  antenn.i 
also  will  stretch  out  into  position  to  work  via  relay  sat 
in  communication  to  and  from  Earth. 

And  then  the  great  instrument  will  go  to  work,  its  c 
board  computing  and  control  systems  already  intrica 
programmed  for  the  first  viewing  events. 

The  magnificent  mirrors. 

Capturing  a  wide  spectrum  of  faint  light  (visible,  r< 
blue,  infrared,  and  ultraviolet)  that  has  traveled  billio 


The  extremely  smooth,  precisely  shaped  primary  mirror  surface 
result  from  two  full  years  of  grinding  and  polishing. 

years  is  the  job  of  the  optical  assembly  (being  built  I 
Perkin-Elmer). 

A  concave,  foot-thick  primary  mirror,  eight  feet  in 
diameter,  will  receive  light  coming  in  through  the 
telescope's  sun-shielded  aperture.  It  will  reflect  and 
the  light  forward  onto  a  smaller,  facing  mirror,  which 
turn  will  reflect  the  light  back  through  a  hole  in  the 
primary  mirror's  center.  The  final  focal  plane  will  be 
shared  by  a  complex  of  guidance  sensors  and  five  sc! 
tific  instruments  .  .  high-resolution  cameras,  spectrog 


je  edges  of  the  universe. 


at  Space  Telescope  will  be  tucked  into  orbit  by  the  Space  Shuttle,  which  will  also  serve  as  an  occasional  on-orbit  service  center 
The  telescope  deployed. 


photometer  (being  built  by  several  institutions), 
neir  interference-free  environment,  the  mirrors  and 
nents  will  help  produce  and  transmit  images  with 
tion  10  times  greater  than  now  possible  with  ground- 
telescopes. 

g  mankind's  steadiest  gaze. 

>se  mirrors  and  instruments,  however,  couldn't  do 
best  without  a  unique  Lockheed  pointing  control 
l  (PCS)  that  positions  and  holds  them  precisely  on 
And  that  is  incorporated  in  the  Lockheed  Support 
s  Module,  containing  the  interfacing,  communica- 
thermal  control,  data  management,  and  electric 
systems. 

g  sensors  and  gyroscopic  devices,  the  PCS  will 
nd  adjust  the  huge  telescope  into  a  programmed 
g  attitude.  The  Perkin-Elmer  fine-guidance  sensors 
upon  a  pair  of  known,  bright  'guide  stars,' 
ces  for  finding  the  target. 

n  the  target  object  is  dead  in  the  telescope's  sight 
esignated  instruments  will  be  turned  on  and  other 
ons  shut  down.  That's  because  the  tiniest  torque  or 
nina  small  motor  or  electric  relay  could  jar  the 
vehicle  off  its  lock-on  point, 
how  precise  is  that  lock-on?  In  angular  measure- 
there  are  1,296,000  arc-seconds  in  a  circle.  For 
))s  as  long  as  20  hours  at  a  time,  the  telescope  will 
Into  a  target  with  a  stability  accuracy  of  just  seven 
mdths  of  one  arc-second  in  all  directions. 
I:  stability  is  100  times  greater  than  any  ever  achieved 
ij  It  about  equals  standing  in  Boston  and  holding  rifle 
(steady  on  a  dime  suspended  over  Washington,  D.C.! 


In  a  neutral  buoyancy  tank,  an  astronaut  goes  through  special  training 
simulating  the  service  tasks  to  be  performed  in  space. 


Keeping  a  beauty  in  shape. 

Lockheed's  innovative  design  will  also  let  the  telescope 
have  periodic  'house  calls'  for  checkups  and  maintenance 
during  its  planned  15-year  life.  Armed  with  nothing  more 
than  a  7/16"  ratchet  wrench  and  a  Lockheed-devised 
foot-anchoring  tool,  a  Space  Shuttle  astronaut  will  be  able 
to  open  access  doors,  make  inspections,  replace  modular 
units,  and  see  to  the  telescope's  well-being.  When 
necessary,  the  Shuttle  will  retrieve  the  telescope  and 
return  it  temporarily  to  Earth  for  general  servicing. 

The  world  of  science  is  waiting  expectantly.  The  wonders 
yet  to  be  discovered  are  waiting,  too.  The  Space  Telescope 
will  arrange  a  meeting. 

When  it  comes  to  bringing  all  this  together— testing, 
refining,  integrating  all  the  critical  elements  of  a  miracu- 
lous scientific  breakthrough  — Lockheed  knows  how. 

Lockheed 


BY  YON  BONNY  BANKS, 

IBM  MAKES  PERSONAL  COMPUTERS 

FOR  THE  UK  AND  EEC 


IBM  came  to  Scotland  32  years  ago. 

And  now,  the  best-selling  IBM  Personal  Com- 
puter will  be  manufactured  there  in  Greenock,  by  the 
banks  of  the  River  Clyde. 

Why  did  IBM  choose  Scotland  in  the  first 
place?  Why  is  IBM  making  its  most  exciting  new  product 
there  now? 

Simple.  Scotland's  productive,  highly  stable 
workforce:  the  product  of  over  200  years  of  technological 
tradition.  (Beginning  with  James  Watt's  steam  engine  in 
1765,  the  invention  that  began  the  Industrial  Revolution.) 


Like  IBM,  over  230  electronics  manufactui 
have  chosen  to  locate  in  Scotland's  Silicon  Glen — incl 
ing  Hewlett-Packard,  Wang,  Nippon  Electric,  L 
National  Semi,  and  more.  All  with  tariff-free  acces 
the  UK  and  the  EEC,  the  world's  largest  single  marks 

To  get  the  facts,  call  the  Scottish  Developm 
Agency  in  New  York  at  (212)  867-1066.  In  San  Franciso 
(415)  774-6569.  In  Houston,  (713)  461-2289.  In  Chica 
(312)  490-0445  6.  And  get  your  free  EEC  site  select 
checklist,  as  well  as  several  full-color  brochures  ab 
the  Great  Scots. 

SCOTTISH  DEVELOPMENT  AGENCY  t 


THE  GREAT  SCOT* 

PURVEYORS  OF  FINE  TECHNOLOGY  SINCE  176. 


The  Great  Scots  is  a  service  mark  of  the  Scottish  Development  Aq 


"Vd  rather  be  called  a  son  of  a  bitch  for  not 
delivering  than  for  not  making  a  profit, "  says 
Gerry  Mitchell  of  Dana  Corp.  Yes,  things  are 
getting  better — but  don  t  get  too  excited. 


Auto 

suppliers 


By  John  R.  Dorfman 


STARTING  FROM  A  BASE  YEAR  as 
hideous  as  1982,  auto  supply 
companies  catering  mainly  to 
the  original  equipment  market,  such 
as  Libbey-Owens-Ford  Co.,  Dana 
Corp.  and  A.O.  Smith  Corp.,  haven't 
had  much  trouble  showing  1983  earn- 
ings that  are  around  twice  1982's. 
Many  of  them  even  have  a  fair  shot  at 
doubling  earnings  again  in  1984.  So  it 
might  be  tempting  to  assume  that  the 
auto  suppliers  are  out  of  the  woods. 

The  Yardsticks  show  it  is  not  true. 
Median  return  on  equity  for  parts- 
makers  the  past  12  months  was  a  me- 
diocre 11.2%,  and  for  the  tire  and  rub- 
ber companies  a  poor  6.5%.  Average 
earnings-per-share  growth  for  the  past 
five  years  has  been  negative.  And  the 
median  net  profit  margin  for  all  auto 
suppliers  is  now  down  to  2.7%.  In 
1977  it  was  4.8%.  Anyone  want  to  bet 
the  auto  manufacturers  will  now  start 
treating  their  suppliers  more  gener- 
ously? Don't.  "The  manufacturers  are 
really  going  to  keep  the  pressure  on 
the  suppliers,"  notes  Pete  Van  Hull, 
automotive  consultant  with  Arthur 
Andersen  &  Co. 

The  replacement  parts  crowd,  led 
by  such  companies  as  Federal-Mogul 
Corp.,  Borg-Warner  Corp.  and  Genu- 
ine Parts  Co.,  has  shown  less  volatil- 
ity in  earnings  than  the  original 
equipment  manufacturers — natural- 
ly, since  people  have  to  repair  their 
cars  even  during  recessions.  But  our 
Yardsticks  show  that  the  replacement 
parts  companies  have  generally  fared 
no  better  than  their  original  equip- 
ment brethren. 

While  things  are  getting  better,  the 
industry  is  still  reeling  from  the  total- 
ly unfamiliar  shocks  of  the  last  five 
years.  Frederick  Mancheski,  chair- 
man of  Echlin  Inc.,  a  Branford,  Conn.- 
based  parts  supplier  with  sales  ap- 


proaching $600  million,  sums  it  up: 
"In  the  summer  of  1979,"  Mancheski 
recalls,  "gasoline  prices  shot  up.  In 
the  fall  interest  rates  nearly  doubled 
[from  year-earlier  levels].  In  our  in- 
dustry, wholesalers — or,  as  we  call 
them,  jobbers — tend  to  be  sharply  lev- 
eraged with  debt.  When  interest  rates 
rose,  they  reduced  their  inventories 
substantially.  They  had  to  keep  them- 
selves solvent.  Jobbers  then  tried  to 
return  slow-moving  merchandise  to 


Mechanic  at  work 

The  sparks  are  flying  again. 

regional  warehouse  distributors,  and 
they,  in  turn,  tried  to  return  it  to  us. 
So  our  normal  growth  in  unit  sales  of 
3%  to  4%  was  entirely  absorbed  by 
the  shrink  in  inventory."  Now,  with 
Detroit  out  of  the  intensive-care  unit, 
there's  some  inventory  rebuilding. 
But,  as  Mancheski  says,  "the  custom- 
ers have  learned  to  live  with  thinner 
inventories."  And  that's  not  likely  to 
change  soon.  For  $50,000  to  $100,000 
a  jobber  can  install  a  computerized 
inventory  control  system  that  lets 
him  run  an  operation  just  as  efficient- 
ly with  30%  less  stock  than  was  com- 
mortback  in  1979. 

For  years  replacement  partsmakers 
ranked  with  food  companies  and 
pharmaceutical  houses  as  good  reces- 
sion-resistant investments.  If  people 
can't  afford  new  cars,  they  will  fix  up 
their  old  ones.  But  that  wasn't  the 
way  it  happened  this  last  time:  Repair 
spending  grew  a  paltry  4.7%  annually, 


f 


V 


from  $66.9  billion  in  1979  to  $76.8 
billion  in  1982.  With  fuel  prices  high, 
people  were  driving  less.  And  an  in- 
creased percentage  of  driving  was  lo- 
cal. If  you're  only  going  to  the  grocery 
store,  why  fix  the  shock  absorbers? 

True,  long-distance  travel  is  now 
coming  back — both  vacations  and  in- 
tercity freight.  So  maintenance  long 
deferred  is  now  being  done.  At  car 
dealers,  repair  revenue  was  up  about 
10%  for  the  first  ten  months  of  1983. 
Truck  fleets,  too,  are  breaking  out  the 
wrenches.  That's  good  news  for 
Southfield,  Mich.'s  Federal-Mogul. 
Says  F-M  Chairman  Thomas  Russell: 
"I'm  looking  for  no  less  than  a  10%  to 
15%  increase  in  operating  profits  in 
1984."  Others  are  even  more  optimis- 
tic, perhaps  because  they  are  not  bur- 
dened with  Federal-Mogul's  slow-re- 
covering farm  equipment  and  off-road 
vehicle  markets. 

But  just  how  profitable  Detroit's  re- 
bound will  be  to  the  auto  suppliers 
remains  to  be  seen.  While  carmakers 
are  making  more  money,  in  part  be- 
cause consumers  are  buying  bigger, 
pricier  cars,  they  are  not  paying  any 
more  for  parts  nor  buying  as  many 
more  as  you  might  think.  The  10.25 
million  cars  and  trucks  from  domes- 
tic manufacturers  Nelson  expects  to 
be  sold  in  1984  still  fall  well  short  of 
the  13.7  million-unit  peak  in  the  12 
months  ended  March  1979.  And 
that's  with  stiff  quotas  on  Japanese 
imports.  So,  while  the  carmakers  can 
get  buyers  to  swallow  at  least  some 
price  increases,  few  auto  suppliers  see 
much  chance  for  price  hikes.  Compe- 
tition, both  domestic  and  foreign,  has 
been  keeping  the  lid  on. 

"We're  still  facing  the  price  compe- 
tition of  offshore  supply,"  says  Gerry 
Mitchell,  Dana's  chairman.  He 
doesn't  mean  only  Japan,  by  the  way. 
A  lot  of  it  comes  from  places  like  the 
key  debtor  nations  of  South  America. 
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MATSUSHITA  IN  VIDEO  TECHNOLOGY: 


How  to  build  video  cameras  that  can  go 
to  the  top  of  Mt.  Everest  the  bottom  of  Lake 
Dntario,  or  inside  Hollywood's  next  epic. 


^ideo.  The  catchword  of  the  '80's.  Taking 
>ur  eyes  places  they  may  never  have  seen 
>efore.  Suddenly  it's  possible  to  gaze  from 
le  top  of  Mt.  Everest,  to  scan  the  bottom 
if  Lake  Ontario,  to  examine  a  nocturnal 
^orld  that  the  human  eye  only  records  as 
itch  black.  And  Matsushita  (pronounced 
4ot-SOOSH-ta)  Electric,  Japan's  largest 
onsumer  electronics  company,  is  making 
ideo  cameras  that  show  us  the  light. 

lose  your  eyes  for  one  second.  And  take  a  step. 

Then  transport  yourself  to  29,028  feet  above  sea 
:vel  and  take  another.  Where  the  sky  meets  the  jet 
tream.  Where  winds  whip  your  face  at  84  miles  per 
our.  Where  your  oxygen  intake  is  only  two-thirds  of 
'hat  it  was  before.  Your  legs  feel  like  lead.  Your  brain  is 
isoriented.  Your  eyes  cannot  focus. 

This  is  Everest.  This  is  where  on  May  7,  1983, 
anasonic  video  cameras  made  history. 

IDEO  THAT  MET  THE  JET  STREAM. 

BC  Sports  wanted  to  open  their  19th  season  of  "The 
merican  Sportsman"  with  first-time  videotape  cover- 
*e  of  an  expedition  reaching  the  summit  of  Mt.  Everest, 
hey  demanded  video  cameras  with  uncompromising 
icture  quality.  Everest  demanded  absolute  portability, 
masonic  gave  them  both. 

With  Recam,™  one  of  the  Panasonic  cameras  on  the 
imb,  video  technology  has  reached  the  state  of  the  art. 
le  recorder  is  built  right  into  the  camera  saving  up  to 
ilf  the  weight  of  earlier  components.  Now  a  camera- 
an  can  shoot  without  being  tied  to  a  technician  car- 
ing a  separate  tape  deck.  The  result:  Unheard-of 
obility.  And  videotape  footage  never  captured  before. 

As  explained  by  Julius  Barnathan,  President  of 
"oadcast  Operations  and  Engineering  at  ABC,  "Recam 
Ters  great  flexibility  in  difficult  shooting  situations." 

With  Recam,  the  sky  is  literally  the  limit.  And  that's 


where  ABC  took  it.  On  a  hot-air  balloon  expedition  over 
the  jungles  of  Tanzania,  giving  them  mobility  to  shoot 
locations  no  video  camera  crew  could  easily  reach. 

But  a  primary  use  for  Recam  could  be  prime  time, 
itself.  Already,  WNEV-TV  Boston,  has  become  the  first 
major  network  station  to  go  directly  on  the  air  using 
this  compact  '/2-inch  tape.  The  cost  savings  are  enor- 
mous. And  that  rates  highly  with  any  TV  station. 

Recam  can  play  a  variety  of  roles,  but  one  of  the 
most  notable  will  be  in  Hollywood.  Where  Universal 
Pictures  is  using  Recam  to  shoot  a  behind-the-scenes 
look  at  the  making  of  "Dune."  A  science^fiction  epic 
that's  targeted  to  be  one  of  the  biggest  productions  in 
Hollywood  history. 

VIDEO  THAT  WENT  BACK  INTO  TIME. 

While  Recam  is  reaching  heights  on  Mt.  Everest  and  in 
Hollywood,  Matsushita  has  another  camera  that's 
reaching  new  lows.  300  feet  below  the  surface  of  Lake 
Ontario.  Where  National  Geographic  Society  scientists 
recently  used  a  Matsushita  color  video  camera  as  the 
"eyes"  in  an  expedition  to  help  locate  and  record  two 
American  gunships  sunk  during  the  War  of  1812.  The 
depth  and  icy  waters  made  for  extremely  difficult  diving 
conditions.  But  this  remote-controlled  camera  was  able 
to  locate  both  gunships  in  near  pristine  condition. 

VIDEO  THAT'S  AHEAD  OF  ITS  TIME. 

While  some  of  our  video  cameras  are  operating  in  the 
deep,  other  Matsushita  cameras  are  operating  in  the 
dark.  Designed  for  industrial  security,  the  Matsushita 
Stellar  Lite®  cameras  use  our  patented  Extended-Red 
Newvicon®  tubes  allowing  them  to  see  in  as  little 
as  25/l,000,000ths  of  a  footcandle.  Pitch  black  to  the 
human  eye.  They're  being  used  in  areas  too  expensive 
or  impractical  to  light.  Like  airport  aprons  and  sports 
stadiums. 

But  Matsushita  is  more  than  video.  It's  over  14,000 
different  products  sold  in  more  than  130  countries 
under  the  Panasonic,  Technics,  Quasar  and  National 
brand  names.  Consolidated  worldwide  sales  in  1982 
were  over  $14  billion.  And  in  the  world  of  business, 
as  in  the  world  of  video,  that's  a  beautiful  picture. 


MATSUSHITA  ELECTRIC 

PANASONIC  TECHNICS  QUASAR  NATIONAL 


"As  long  as  we're  not  go- 
ing to  put  great  pressure 
on  Mexico,  Brazil  and 
!  Argentina  to  repay  their 
^  debts — and  I  don't  think 
we  should — they  are  going  to  force  us 
to  hold  down  our  prices.  So  I  don't 
really  anticipate  price  increases  in 
1984." 

But  there  are  bright  spots,  Mitchell 
says.  "We've  had  pretty  substantial 
productivity  gains  over  the  recession. 
I  think  we're  a  good  deal  more  com- 
petitive than  we  were." 

Right  now,  companies  like  Dana 
and  Cummins  Engine  Co.,  Inc.  have 
the  wind  at  their  back  since  they  spe- 
cialize in  what  is  currently  the  hottest 
segment  of  the  auto  supply  business: 
original  equipment  for  the  truck  mar- 


ket. This  year  should  be  a  great  one 
for  trucks  (seep.  109).  "It's  now  in  the 
silly  stage,"  says  Mitchell.  "Heavy 
trucks  didn't  begin  to  move  until  Sep- 
tember. At  the  moment  the  manufac- 
turers are  more  limited  by  the  ability 
to  get  parts  than  by  the  ability  to  get 
orders.  Big  leasers  who  were  ordering 
50  trucks  suddenly  don't  want  50; 
they  want  100.  So  suppliers  are  being 
urged  to  speed  up  delivery  to  earn  the 
chance  for  a  second  order.  But  that's  a 
nice  change  from  having  pressure  on 
profits  all  the  time.  I'd  much  rather  be 
called  a  son  of  a  bitch  for  not  deliver- 
ing than  for  not  making  a  profit." 

Look  over  the  performance  Yard- 
sticks below,  however,  and  you  can 
see  at  a  glance  how  difficult  this  peri- 
od has  been,  even  for  the  profit  lead- 


ers. Snap-on  Tools  Corp.  is  the  leading 
producer  of  tools  for  auto  mechanics, 
but  its  return  on  equity  has  been  drop- 
ping from  28%  in  1979.  Its  tactics 
these  past  several  years  have  included 
salary  and  production  freezes  and 
some  temporary  plant  shutdowns. 
Snap-on's  balance  sheet  remains  un- 
usually strong,  as  can  be  seen  from  a 
glance  at  the  debt/equity  Yardstick. 
The  same  goes  for  Genuine  Parts, 
Rockwell  International  Corp.,  TRW 
Inc.,  Borg-Warner  and  Champion 
Spark  Plug  Co. 

Genuine  Parts,  the  $2  billion  (sales) 
Atlanta-based  distributor,  has  main- 
tained good  margins  in  its  highly 
competitive  field  and  has  been  im- 
proving them  slowly  but  steadily  over 
the  last  ten  years.  Early  and  extensive 


Auto  suppliers 

Yardsticks  of  management  performance 


Profitability 

Growth 

Earnings 

Return  on  equity 

Return  on  total  capital 
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per  share 

latest 
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latest 
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5-year 

5-year 

i  'y 

equity 

5-year 

5-year 
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profit 

5-year 

5-year 

5-year 

5-yeai 

Company 
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average 

months 
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rank 

average 

months 
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rank 

average 

rank 

averaj 

Tire  and  rubber 

Goodyear 

1 

8.8% 

7.0% 

0.4 

1 

7.3% 

7.0% 

2.3% 

3 

7.4% 

1 

2.9°/i 

Armstrong  Rubber 

2 

6.4 

13.1 

0.5 

2 

6.3 

10.0 

3.0 

1 

9.3 

2 

-2.0 

Genl  Tire  &  Rubber 

3 

6.4 

6.0 

0.2 

3 

5.5 

5.5 

2.8 

4 

2.0 

4 

-7.8 

B  F  Goodrich 

4 

3.7 

def 

0.6 

4 

4.8 

2.3 

def 

2 

7.5 

3 

-7.8 

Firestone 

5 

2.8 

7.3 

0.3 

5 

3.1 

5.7 

2.4 

5 

1.4 

5 

-11.4 

Uniroyal 

6 

def 

4.8 

0.8 

6 

1.8 

4.7 

1.6 

6 

-1.8 

6 

P-D 

Medians 

5.1 

6.5 

0.5 

5.2 

5.6 

2.4 

4.7 

-7.8 

Partsmakers 

Lear  Siegler 

1 

22.1% 

15.2% 

0.3 

4 

14.8% 

12.1% 

4.5% 

6 

12.3% 

1 

16.0°) 

Snap-On  Tools 

2 

21.8 

16.4 

0.1 

2 

19.2 

14.8 

8.7 

5 

13.7 

4 

14.0 

Purolator 

3 

20.5 

21.9 

0.5 

3  * 

15.1 

15.6 

3.9 

4 

14.4 

3 

14.0 

Genuine  Parts 

4 

20.2 

17.6 

0.1 

1 

19.5 

16.9 

5.1 

3 

14.7 

5 

12.8 

Rockwell  Intl 

5 

18.5 

18.8 

0.1 

5 

14.6 

15.9 

4.8 

19 

6.4 

2 

15.6 

TRW 

6 

17.4 

12.2 

0.2 

9 

11.5 

8.6 

3.5 

8 

10.9 

10 

7.7 

Federal-Mogul 

7 

16.3 

14.2 

0.5' 

6 

12.4 

10.1 

5.1 

11 

10.6 

8 

11.2 

Johnson  Controls 

8 

14.6 

15.3 

0.3 

8 

11.6 

12.3 

4.5 

1 

25.4 

7 

11.9 

PPG  Industries 

9 

13.9 

12.1 

0.3 

11 

10.4 

8.9 

5.8 

15 

8.1 

9 

10.8 

Borg-Warner 

10 

13.5 

12.1 

0.2 

7 

12.3 

10.9 

5.1 

13 

8.9 

6 

12.5 

Hoover  Universal 

11 

13.1 

17.2 

0.5 

12 

9.7 

12.2 

4.1 

17 

7.6 

12 

0.6 

Echlin 

12 

12.6 

14.5 

0.3 

10 

10.7 

11.9 

5.4 

2 

14.9 

11 

3.3 

Dana 

13 

11.2 

6.6 

0.3 

13 

9.6 

6.4 

2.6 

7 

11.1 

13 

-1.0 

Easco 

14 

11.1 

9.0 

0.8 

15 

8.4 

6.5 

1.9 

10 

10.7 

14 

-2.3 

Champion  Spark  Plug 

15 

9.0 

5.8 

0.1 

14 

8.5 

5.6 

2.8 

14 

8.2 

16 

-7.0 

Arvin  Industries 

16 

7.9 

7.8 

0.5 

17 

6.5 

6.6 

2.5 

22 

4.8 

17 

-7.8 

Barnes  Group 

17 

7.4 

def 

0.5 

16 

7.0 

def 

def 

9 

10.8 

15 

-6.4 

Dayco 

18 

6.5 

1.8 

1.3 

21 

5.0 

2.9 

0.4 

18 

7.3 

18 

-10.3 

Sheller-Globe 

19 

5.9 

10.2 

0.8 

19 

5.2 

7.4 

2.6 

24 

2.9 

23 

-17.1 

Cummins  Engine 

20 

5.6 

def 

0.4 

20 

5.1 

def 

def 

12 

9.4 

19 

-11.3 

Libbey-Owens-Ford 

21 

5.4 

4.8 

0.3 

18 

5.8 

5.3 

2.3 

20 

6.2 

20 

-12.3 

Eaton 

22 

5.0 

2.0 

0.5 

23 

4.3 

3.7 

0.8 

16 

7.9 

22 

-16.5 

Allen  Group 

23 

4.5 

def 

0.9 

22 

4.7 

2.3 

0.0 

21 

5.7 

21 

-13.6 

A  O  Smith 

24 

2.1 

2.2 

0.5 

24 

3.2 

3.7 

0.5 

23 

3.7 

24 

-17.7 

Medians 

11.9 

11.2 

0.4 

9.7 

8.0 

3.2 

9.2 

-0.2 

Industry  medians 

8.9 

8.4 

0.4 

7.9 

6.8 

2.7 

8.2 

-2.2 

All-industry  medians 

15.1 

12.6 

0.4 

10.8 

8.6 

3.5 

12.4 

9.4 

Note:  Explanation  of  Yardsticks  calculations  on  page  38 
P-D:  profit  to  deficit,    def:  deficit. 
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BURROUGHS  ANNOUNCES 
THE  80  HOUR  WORKDAY. 


Thanks  to  an  ingenious  produc- 
ity  tool  from  Burroughs  called  the 
_  c  and  Information  Network 

-  bmpiler,  or  LINC,  computer  pro- 
ammers  can  now  increase  their 
oductivity  as  much  as  10  times! 

L  i  some  cases,  even  more.) 

It's  like  getting  an  extra  72  hours 
■jj  work  in  a  day. 

How  is  this  possible? 

The  LINC  software  system 

-  itomatically  writes  virtually  all  the 
ding  programmers  would  have  to 


do  manually  so  it  drastically  reduces 
the  time  it  takes  to  develop  and  imple- 
ment even  complex  application  sys- 
tems. (It  also  simplifies  program 
maintenance.) 

Furthermore,  LINC  uses  a  new 
high-level  language  that  defines 
problems  in  business  terms,  not 
computer  terms,  so  important  infor- 
mation can  be  easily  created  and 
managed . 

And  people  can  use  LINC  with 
very  little  training. 


At  Burroughs,  productivity  has 
always  been  a  primary  consideration, 
whether  it's  the  technological  innova- 
tion of  our  hardware  or  the  advanced 
design  of  our  software. 

For  more  detailed  information 
call  1-800-621-2020. 

It  may  be  the  most  productive 
phone  call  you'll  ever  make. 

Burroughs 

THE  QUESTION  ISN'T  WHO'S  BIGGER. 
IT  S  WHO'S  BETTER. 


use  of  computers  for 
tight  inventory  control 
has  been  a  major  reason 
for  this  success.  Return 
on  equity  might  look 
even  stronger  if  the  company  used 
more  debt  leverage.  But,  in  contrast  to 
many  of  the  5,000  or  so  jobbers  to 
whom  it  sells,  Genuine  Parts  keeps 
debt  totals  so  small  you  need  a  magni- 
fying glass  to  find  them. 

In  this  age  of  diversification,  of 
course,  it's  important  to  remember 
that  the  numbers  for  several  of  the 
companies  listed  in  the  table  are 
skewed  by  nonautomotive  oper- 
ations. Lear  Siegler,  Inc.,  for  example, 
gets  less  than  30%  of  its  sales  from 
auto  supplies;  60%  of  its  business  is 
in  aerospace,  machine  tools  and  elec- 


tronics. Highly  diversified  Borg- 
Warner  and  TRW  get  only  about  30% 
of  sales  here,  Rockwell  International 
only  about  18%  (which  is  still  well 
over  $1  billion).  Libbey-Owens-Ford 
gets  roughly  40%  of  revenues  from 
sales  to  the  auto  industry,  PPG  Indus- 
tries, Inc.,  considerably  less. 

A  glance  at  the  bottom  of  the  list  is 
instructive,  too.  Take  A.O.  Smith,  a 
company  that's  now  back  in  the  black 
after  moneylosing  years  in  1980  and 
1982.  Smith  specialties  include 
frames  for  big  cars  and  light  trucks 
(mainly  for  General  Motors),  both  of 
which  are  now  selling  well.  So  why  is 
Smith  hurting?  Because  of  big  losses 
in  its  agricultural-products  operation. 
Meanwhile,  Sheller-Globe  Corp.,  still 
fairly   highly   leveraged   despite  a 


recent  stock  offering,  is  trying  to  blast 
its  way  out  of  the  doldrums  through 
capital  spending  and  acquisitions. 

Results  for  the  tire  and  rubber 
group,  most  of  which  have  diversified 
into  almost  anything  that  isn't  round 
and  doesn't  roll,  continue  to  range 
from  dismal  to  uninspiring.  Chemi- 
cals have  been  their  favorite  diversifi- 
cation, but  in  many  product  lines  they 
have  merely  gone  from  one  buyer's 
market  to  another. 

What  it  all  boils  down  to  is  that  the 
dynamics  of  the  auto  supply  business 
have  changed  as  permanently  in  the 
last  several  years  as  those  of  the  in- 
dustry it  serves.  Companies  that  fail 
to  rework  their  strategies  accordingly 
may  find  the  sledding  even  tougher  in 
the  years  ahead.  ■ 


If  you  're  an  aggressive  trucker  with  access  to 
capital,  the  future  is  bright.  If  not,  there  isn't 
much  you  can  do  about  it. 


Truckers  and 
shippers 


By  Lawrence  Minard 

Never  before  have  we  seen  so 
many  companies  losing  money 
while  a  very  few  firms  are  mak- 
ing piles  of  money  and  heading  hog- 
wild  into  the  future,"  says  Ronald 
Roth,  who  is  director  of  statistical 
research  at  the  American  Trucking 
Association. 

Look  at  the  Yardstick  companies 
below.  For  most  of  them  1983  was  a 
good  year.  For  some  it  was  a  great 
year.  Kansas  City's  big  Yellow  Freight 
System,  for  example,  ranked  second 
only  to  longtime  industry  profit  lead- 
er Roadway  Services  on  the  Forbes 
Yardsticks  with  earnings  of  $36.4  mil- 
lion in  1983's  first  nine  months,  more 
than  Yellow  earned  in  all  of  1981  and 
1982  combined.  Roadway  Services, 
biggest  and  most  profitable  of  the 
common  carriers,  earned  20.2%  on 
equity  and  nearly  as  much  on  its  debt- 
free  capital.  Roadway  would  have 
done  better  as  1983  progressed  were  it 
not  for  the  fact  that  around  30%  of  its 


operating  earnings  came  from  interest 
on  its  $400  million  cash  hoard,  which 
shielded  Roadway  from  some  of 
trucking's  operating  leverage  as  the 
economy  recovered. 

A  $280  million  cash  position  also 
helps  to  explain  why  Consolidated 
Freightways'  latest  12-month  return 
on  equity  dropped  sharply  from  CF's 
five-year  average.  A  much  more  lever- 
aged trucker,  IU  International's  $750 
million  (sales)  Ryder/PIE  division  lost 
$10  million  pretax  in  1982,  but 
chalked  up  $20  million  pretax  in  1983 
and  will  probably  earn  over  $40  mil- 
lion in  the  year  ahead. 

For  the  big  truckers  with  money,  or 
good  credit  lines,  the  winning  strate- 
gy is  obvious:  Invest  heavily  in  equip- 
ment and  route  expansion  and  slug  it 
out  for  bigger  shares  of  profitable  mar- 
kets. The  new  investment  should 
help  keep  operating  costs  down  and 
enable  marketing  men  to  offer  superi- 
or service.  It  should  also  enable  the 
surviving  truckers  to  dictate  pricing 
in  the  years  ahead  as  the  weaker 


trucking  competitors  fold. 

Like  the  airlines,  the  deregulated 
trucking  companies  must  watch  that 
upstarts  with  lower  cost  structures 
don't  skim  away  the  most  profitable 
business.  This  is  especially  true  in  the 
easy-to-enter  truckload  segment. 
Consolidated,  Yellow  and  Ryder/PIE 
have  all  lost  business  to  the  upstarts 
but  are  now  fighting  back  vigorously. 

The  best  way  for  a  trucker  to  fight 
low-cost  competition  is  to  offer  supe- 
rior service.  Some  of  the  majors  are 
attempting  to  revive  the  old  intermo- 
dal  concept  that  was  pioneered  by 
shipping  companies.  Consolidated 
Freightways,  which  has  been  protect- 
ing its  flanks  by  pushing  deeper  into 
regional  markets,  announced  in  1983 
that  it  would  buy  freight  forwarder 
Air  Express  International.  "We  want 
to  be  able  to  move  a  shipper's  goods 
from  Yokohama  to  Indianapolis  under 
one  roof  by  however  the  customer 
wants  it,"  says  Consolidated  spokes- 
man Wilbur  Grant.  It  also  made  sense 
since  Consolidated  already  owns  a  do- 
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mestic  air  freight  operation.  The  Air 
Express  deal  came  unstuck  in  July  of 
1983,  but  Grant  says  his  company  is 
looking  for  a  similar  acquisition  and 
is  expanding  its  own  freight-forward- 
ing operation. 

Yellow  Freight,  meanwhile,  is  now 
reaping  the  rewards  of  its  hub-and- 
spoke  strategy.  Over  the  last  three 
years  it  has  nearly  doubled  its  freight 
terminals,  over  430  today,  at  consid- 
erable cost  to  its  past  profitability. 
These  terminals  are  tied  into  a  cohe- 
sive system  of  17  hub  depots  where 
Yellow's  equipment  and  drivers  are 
based.  As  a  result,  Yellow  can  both 
reduce  deadheading  and  increase 
equipment  utilization — and  offer 
shippers  more  flexible  schedules. 
Not  only  is  this  a  formidable  de- 

I  fense  against  startup  competition,  but 
when  "lane  density" — the  freight  vol- 
ume moving  across  a  system — picks 

i  up  modestly  on  certain  routes,  profits 

i  surge  immodestly.  Yellow  Freight's 
third-quarter  earnings  rose  200%  on  a 
tonnage  increase  of  just  15%. 

This  immense  operating  leverage  is 
also  beginning  to  work  wonders  for 

I  IU's  Ryder/PIE.  In  1983  it  consolidat- 
ed previously  separate  Ryder  Truck 
Lines  and  PIE  and  thus  boosted  lane 
density  overnight.  Ryder/PIE's  operat- 
ing ratio — a  trucker's  operating  ex- 

i  penses,  divided  by  his  operating  rev- 


enues— dropped  from  over  100%  in 
1982  to  a  highly  profitable  93%  by 
September. 

To  the  trucking  industry's  top  brass 
it  is  a  changed  world.  "Before  dereg- 
ulation," says  Jack  Schang,  Ryder/ 
PIE's  president,  "the  successful  com- 
panies were  the  efficient  operators. 
Today  that's  not  enough.  Companies 
that  remain  operations-oriented  and 
fail  to  focus  on  marketing  will  be  the 
further  casualties." 

Schang  practices  what  he  preaches. 
In  December  he  introduced  a  new 
shipment-tracing  service  whereby 
shippers  can  dial  a  toll-free  number, 
punch  in  a  purchase  invoice  number 
and  immediately  learn  the  where- 
abouts of  their  shipments. 

In  recent  years  the  common  carriers 
have  been  chasing  profitable  less- 
than-truckload  (LTL)  shipments.  Few 
common  carriers,  under  the  ICC's 
suffocating  glove,  could  offer  the  rea- 
sonably priced,  tailor-made  services 
demanded  by  the  nation's  largest 
shippers  for  their  truckload  hauls — 
lumber,  say,  or  chemicals.  Result: 
The  full  truckload  business  slipped 
away  to  the  "private  carriage"  fleets 
owned  and  operated  by  the  shippers 
themselves.  William  Legg  and  Mi- 
chael Walker,  two  astute  analysts  at 
Baltimore's  Alex.  Brown  &  Sons,  fig- 
ure that  private  carriage  now  ac- 


counts for  around  two-thirds  of  all 
trucked  tonnage. 

But  in  time  deregulation  may  re- 
verse that,  Legg  and  Walker  argue. 
With  operating  authorities  easy  to  ob- 
tain, a  common  carrier  can  now  haul  a 
load  of  steel  one  way  and  back-haul  a 
truckload  of  lumber  much  more  easi- 
ly than  when  ICC  permission  was  re- 
quired for  virtually  every  commodity. 
The  common  carriers  will  be  wel- 
comed by  the  private  shippers.  "Ship- 
pers don't  want  to  be  truckers,"  says 
Legg.  "They  are  truckers  only  because 
until  now  they  have  had  no  alterna- 
tive." A  truckload  specialist  that  Legg 
recently  helped  take  public,  Arkan- 
sas-based, nonunion  J.B.  Hunt  (sales, 
$62  million),  boasts  an  incredibly  low 
80%  operating  ratio. 

The  big  truckers  are  getting  the 
message.  In  1983  IU  International 
bought  Alabama-based  Poole  Truck 
Lines  (sales,  $55  million),  also  non- 
union and  a  truckload  specialist. 
RLC's  Matlack  division  has  carved 
out  a  profitable  niche  transporting 
chemicals.  This  should  benefit  RLC 
in  1984  as  Matlack's  chemical  com- 
pany customers  revive.  Ryder  System 
and  Leaseway  Transportation  have 
both  been  aggressively  expanding 
their  automobile  carriage  operations, 
a  lucrative  segment  of  the  truckload 
market  as  auto  sales  recovered  in 


Truckers  and  shippers 

Yardsticks  of  management  performance 


Profitability 

Growth 

Earnings 



Return  on  equity 

Return  on  total  capital 

Sales 

per  share 

latest 

debt/ 

latest 

net 

5-year 

5-year 

12 

equity 

5-year 

5-year 

12 

profit 

5-year 

5-year 

5-year 

5-year 

Company 

rank 

average 

months 

ratio 

rank 

average 

months 

margin 

rank 

average 

rank 

average 

'nickers 

U  International 

1 

21.1% 

13.1% 

0.8 

4 

9.4% 

8.0% 

2.2% 

7 

1.8% 

2 

13.3% 

oadway  Services 

2 

20.6 

20.2 

0.0 

1 

19.6 

19.8 

7.7 

3 

10.8 

3 

11.9 

onsol  Freightways 

3 

19.2 

12.5 

0.2 

2 

15.3 

10.2 

4.8 

5 

8.0 

4 

10.7 

yder  System 

4 

18.9 

16.6 

1.0 

5 

9.1 

8.6 

4.2 

1 

19.0 

1 

22.8 

easeway  Transportation 

5 

17.1 

12.2 

1.1 

3 

9.6 

8.2 

2.8 

2 

10.9 

5 

6.2 

ellow  Freight  System 

6 

10.0 

16.8 

0.2 

6 

7.2 

11.6 

3.6 

4 

10.6 

6 

-7.7 

LC 

6.9 

1.6 

5.5 

2.1 

6 

s.«* 

7 

-24.3:ft 

ledians 

19.1 

13.1 

0.8 

9.5 

8.6 

3.6 

10.6 

10.7 

>ther  surface  transport 

IcLean  Industries 

1 

16.9% 

19.0% 

1.5 

4 

8.4% 

9.8% 

4.9% 

1 

l-2.lt* 

1 

386.3*:|: 

i  lexander  &  Baldwin 

2 

14.8 

13.5 

0.5 

1 

10.4 

9.5 

11.6 

3 

3.8 

3 

8.5 

i  reyhound 

3 

14.0 

10.3 

0.4 

3 

10.2 

8.5 

3.6 

5 

2.5 

2 

9.8 

Iransway  Intl 

4 

11.9 

7.2 

0.4 

2 

10.3 

6.7 

1.8 

4 

3.5 

4 

-1.4 

|  merican  President 

1.7 

2 

10.OB 

[Ledians 

14.4 

11.9 

0.5 

10.3 

9.0 

3.6 

3.8 

9.2 

id  us  try  medians 

17.0 

13.1 

0.5 

9.9 

8.6 

3.6 

9.0 

9.8 

Ill-industry  medians 

15.1 

12.6 

0.4 

10.8 

8.6 

3.5 

12.4 

9.4 

Note:  Explanation  of  Yardsticks  calculations  on  page  38 
ttThree -year  growth.    "Not  available;  not  ranked. 
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Not  yet.  But  Japan  could  close  the  gap  if  Americans  don't  try  harder 
The  fact  is,  the  Japanese  are  graduating  more  engineers;  they're  doing  more 
nationally- coordinated  and  funded  engineering;  and  they're  also  upgrading  their  well- 
known  ability  to  implement  the  designs  of  others  with  a  quality  accent. 

Yet  in  high  technology  electronics,  Americans  are  both  the  creators  and  leaders. 
And  companies  like  Motorola  intend  to  keep  it  that  way 

For  example,  take  the  microprocessor— a  tiny  chip  of  silicon  containing  all  the  logic 
circuits  of  a  computer.  First  invented  by  our  U.S.  competitor,  Intel,  4-bit  microprocessors 
are  the  logic  brains  for  calculators  and  appliance  controls.  More  complex  8-bit  micro- 
processors are  used  in  applications  like  electronic  games,  or  to  improve  fuel  economy 
and  reduce  pollution  in  automobiles,  to  mention  a  few 

,  Most  of  these  microprocessors  and  their  computers  were  created  by  Americans. 
Now  the  American  semiconductor  industry  has  given  birth  to  the  16 -bit  micro- 
processor —  a  whole  new  generation  that's  up 
to  ten  times  more  complex  and  powerful  than 
its  predecessors.  In  fact,  a  16-bit  microproc- 
essor has  the  capability  of  controlling  an 
astounding  128,000,000  pieces  of  information. 

These  16-bit  microprocessors  were 
developed  and  introduced  by  American  manu- 
facturers. Motorola's  own  version  —  MC68000 
-  is  widely  acknowledged  to  have  the  most 
versatile  computer  architectural  structure. 
You'll  find  it  in  new  kinds  of  products  never 
before  economically  practical:  machines  and 
instruments  that  talk,  listen  and  respond;  auto- 
matic production  equipment  that  manufactures 
with  higher  precision  and  greater  productivity, 
small  home  computers  as  powerful  as  large 
business  computers  built  only  five  years  ago. 

And  as  innovative  as  these  products  are, 
new  generations  of  microprocessors  continue  to  open  the  realms  of  what's  possible.  For 
instance,  we  have  announced  a  32-bit  version  of  the  MC68000  that  is  the  world's  first  fully 
upwardly  compatible  version  of  an  earlier  16-bit  sister  machine.  But  that  is  not  the  point. 

The  point  is  that  innovation  and  imagination  in  this  field,  as  in  others,  is  American, 
t  is  from  this  solid  innovation  base  that  we  must  meet  Japan's  challenge.  As  competition 
or  world  markets  becomes  more  intense,  it's  this  good  old  Yankee  ingenuity  that  will 
ceep  us  out  front. 

(fify  MOTOROLA  A  World  Leader  in  Electronics 
Quality  and  productivity  through  employee  participation  in  management 


A  single  engineering  drawing  for  the  MC68000  covers  an 
entire  wall.  Yet  the  actual  microprocessor  is  only  about 
1/4  inch  sguare 
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the  past  year. 

Of  course,  the  big 
truckers  will  also  face 
plenty  of  competition 
from  the  revitalized  rail- 
road companies,  now  that  the  ICC  has 
lifted  its  proscription  against  the  rails 
owning  truckers.  No  one  should  be 
surprised  by  some  large  railroad- 
trucker  mergers  this  year  and  in  1985. 

The  nationwide  truckers  are  also 
bumping  up  against  a  new  breed  of 
tough,  well-capitalized  regional 
truckers  with  expansion  plans  of  their 
own.  Example:  San  Francisco's  very 
profitable  Viking  Freight  (revenues, 
$80  million)  has  forged  agreements 
with  midwestern  and  eastern  region- 
als  which  collect  and  consolidate 
shipments  and  ship  them  by  cost-ef- 
fective rail  piggyback  to  the  West, 
where  Viking  delivers.  Is  Viking  a  re- 
gional or  a  national  trucker? 

Moreover,  many  regionals  are  non- 
union shops.  Labor  accounts  for 
around  60%  of  a  unionized  trucker's 
total  operating  costs,  and  union  labor 
costs  as  much  as  40%  more  than  non- 
union help.  Thus  a  nonunion  com- 
pany like  Viking  enjoys  a  decisive 
cost  advantage  of  up  to  25%  over  its 
unionized  competition.  To  redress 
such  an  advantage,  unionized  Con- 
solidated Freightways  in  1983  created 
two  nonunionized  divisions  serving 
the  West  and  Midwest. 

That  sensible  move  immediately 
induced  a  Teamsters'  grievance.  But 
this  is  less  of  a  threat  than  it  used  to 
be.  The  Teamsters'  truck-driver  ranks 
have  dwindled  from  around  300,000 
in  1979—  or  27%  of  all  intercity  driv- 
ers—to around  200,000  today,  or  12% . 
Teamster  leadership  knows  there  is 
no  alternative  to  wage  givebacks  and 
in  1983  proposed  a  rider  to  the  Na- 
tional Master  Freight  Agreement  that 
would  have  allowed  employers  to  re- 
hire laid-off  Teamsters  at  sharply  low- 
er wages  than  they  received  before 
they  were  laid  off.  But  when  the  pro- 
posal was  put  to  a  vote  in  October 
1983,  the  rank-and-file  deep-sixed  it 
by  a  7-to-l  margin.  With  the  current 
Master  Freight  Agreement  set  to  ex- 
pire Mar.  31  1985,  the  giveback  issue 
will  soon  heat  up. 

Uncompetitive  wage  rates  explain 
why  Greyhound  Corp.  earned  a  paltry 
10.6%  on  equity  in  the  latest  12 
months.  Its  Greyhound  Lines  bus 
company  has  been  priced  out  of  many 
once-profitable  routes  by  new  bus 
companies  and  regional  airlines  with 
labor  costs  around  30%  below  Grey- 
hound's. Thus  a  one-way  Greyhound 
ticket  from  Newark,  N.J.  to  Norfolk, 
Va.  cost  $56  last  September,  vs.  $26 


on  People  Express  Airlines. 

In  November  Greyhound  manage- 
ment said  leave  the  cost-cutting  to  us. 
It  demanded  that  Greyhound's  12,700 
unionized  employees  accept  a  15% 
wage  cut — and  allow  the  company  to 
hire  new  workers  at  rates  comparable 
to  those  of  Greyhound's  competition. 
The  workers  refused  and  struck.  Vio- 
lence flared.  But  by  December  the 
union  negotiators  were  recommend- 
ing that  the  strikers  accept  an  offer 
that  gave  management  most  of  what 
it  wanted. 

A  big  problem  for  the  trucking  busi- 
ness is  the  Multi-employer  Pension 
Plan  Amendments  Act  of  1980.  In 
practice,  the  act's  provisions  mean 
that  a  failing  trucker's  pension  liabil- 
ity is  often  greater  than  remaining 
shareholders'  equity. 

Faced  with  the  choice  between 
shutting  down  and  then  receiving  a 
huge  pension  bill  from  the  govern- 


it  will  fall  hardest  on  failing  truckers 
with  least-used  fleets. 

There  was  good  news  in  the  act  for 
profitable  truckers.  Truckers  may 
now  haul,  on  designated  national 
routes,  trailers  measuring  102  inches 
wide,  vs.  the  old  96-inch  standard. 
This  is  important  because  freight  is 
loaded  on  48-inch  pallets,  which  can 
now  be  carried  two  abreast.  Equally 
important,  truckers  won  significantly 
more  freedom  to  haul  two  28-foot- 
long  trailers — "doubles,"  as  they're 
called — in  place  of  one  48-footer. 
Doubles,  say  the  truckers,  give  them 
much  more  flexibility,  and  orders  for 
new  trailers  are  pouring  in. 

For  example,  Ryder/PIE's  Jack 
Schang  says  his  company  will  spend 
$60  million  in  1984,  $28  million  of  it 
for  2,300  new  doubles  trailers.  Road- 
way's secretary  Doug  Wilson  says 
over  90%  of  Roadway's  $124  million 
equipment  spending  budget  for  1984 


Idle  Greyhounds  in  Manhattan 

After  a  sometimes  violent  strike,  workers  prepared  to  concede. 


ment,  or  hanging  on  until  the  last 
equity  dollar  has  been  wrung  out, 
most  marginal'  truckers  will  opt  to 
hold  on — thus  helping  keep  pressure 
on  prices.  And  since  the  final  extent 
of  the  pension  liability  is  unknown, 
few  solvent  truckers  want  to  risk  ac- 
quiring failing  lines.  "While  there  is 
now  open  entry  into  trucking,"  says 
the  ATA's  Ron  Roth  of  the  paradox- 
ical law,  "there  is  no  open  exit." 

Also  hastening  the  demise  of  the 
inefficient  truckers  is  the  Surface 
Transportation  Assistance  Act  of 
1982,  which  became  effective  in  1983. 
To  help  rebuild  the  country's  high- 
ways, the  act  adds  a  nickel-a-gallon 
tax  on  diesel  fuel  (bringing  the  tax  to 
nine  cents  a  gallon),  and  boosts  annu- 
al user  fees  from  $240  on  a  typical  rig 
to  $1,600  in  1984  and  $1,900  by  1988. 
Because  the  user  fee  is  payable  wheth- 
er the  rig  operates  or  sits  in  the  garage, 


is  earmarked  for  the  smaller  trailers. 
This  order  boom  bodes  very  well  for 
Transway  International,  whose  trailer 
manufacturing  division,  Great  Dane 
Trailers,  worked  virtually  flat  out 
during  most  of  1983. 

But  again,  it  is  feast  for  a  few,  fam- 
ine for  most.  Roadway  can  handle  the 
costs  of  fleet  renovation:  It  has  no 
debt  and  $400  million  in  cash.  So  can 
most  of  the  other  Yardstick  truckers, 
which  either  carry  little  debt  or  have 
the  access  to  capital  commanded  by 
big  companies.  The  majority  of  small- 
er companies,  however,  have  neither 
the  earnings  nor  the  willing  bankers 
to  finance  their  new  fleets.  The  result, 
as  the  ATA's  Roth  puts  it,  is  a  self- 
fulfilling  prophecy  whereby  "the  prof- 
itable companies  are  taking  bigger 
and  bigger  market  shares  from  a 
whole  lot  of  companies  that  will  con- 
tinue to  slowly  die  off."  ■ 
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1/1983  was  the  Year  of  the  Car,  1984  will  be  the 
Year  of  the  Truck — -particularly  heavy  trucks. 


Autos 

and  trucks 


By  John  R.  Dorfman 


DETROIT  IS  CONFIDENT  that 
1983's  marvelous  recovery 
will  continue  this  year,  despite 
wobbly  sales  in  the  late  fall.  Donald 
McPherson,  chief  of  GM's  North 
American  car  operations,  predicts 
that  10.5  million  cars,  plus  3.5  mil- 
lion trucks,  will  be  sold  in  1984.  "A 
darn  good  year,"  says  he,  adding  that 
"Japan's  share  has  to  drop."  By  gov- 
ernment fiat,  that  is,  not  because  con- 
sumers would  rather  buy  Detroit 
products — witness    the  premiums 


many  dealers  in  Japanese  cars  are 
packing  onto  their  products  while 
dealers  in  U.S.  cars  are1  offering  dis- 
counts. But  the  Japanese  have  ex- 
tended their  "voluntary"  limit  on  ex- 
ports to  the  U.S.  through  March  1985, 
which  means  Detroit  will  continue  to 
enjoy  strong  nontariff  protection. 
(The  new  passenger-car  limit,  starting 
Apr.  1,  is  1.85  million  vehicles,  vs. 
1.68  million  the  prior  three  years.) 
Detroit's  sharply  improved  profits  in 
1983  should  be  judged  in  the  light  of 
that  not  inconsiderable  protection. 
How  long  can  the  industry  hope  to 


remain  protected  from  overseas  com- 
petition? "Reagan,"  argues  Art  Davis 
of  Prescott,  Ball  &  Turben,  "is  a  free 
trader  at  heart.  After  the  1984  elec- 
tion, assuming  he  wins,  he's  not  like- 
ly to  fight  for  continued  import  quo- 
tas. Lee  Iacocca  would  have  you  be- 
lieve that,  without  quotas,  imports 
would  immediately  take  35%  of  the 
market,  and  eventually  maybe  50%. 
I'm  more  conservative.  I  figure  28%  in 
1985  and  more  than  30%  in  1986." 
That's  compared  with  the  25%  or  so 
share  imports  already  hold. 
Detroit  likes  to  talk  about  the  ad- 
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Yardsticks  of  management  performance 


Profitability 


Earnings 

Return  on  equity 

Return  on  total  capital 

Sales 

per  share 

latest 

debt/ 

latest 

net 

5-year 

5-year 

12 

equity 

5-year 

5-year 

12 

profit 

5-year 

5-year 

5-year 

5-year 

Company 

rank 

average 

months 

ratio 

rank 

average 

months 

margin 

rank 

average 

rank 

average 

Subaru  of  America 

1 

59.2% 

45.8% 

0.2 

1 

54.1% 

39.1% 

4.5% 

1 

33.0% 

1 

65.3% 

PACCAR 

2 

14.9 

5.3 

0.0 

2 

14.0 

5.1 

2.5 

5 

6.9 

2 

6.7 

Signal  Cos 

3 

11.5 

3.4 

0.3 

4 

9.4 

4.0 

1.3 

2 

14.1 

3 

6.2 

i  rlyster 

4 

11.1 

0.1 

0.2 

3 

9.6 

0.5 

0.0 

9 

5.0 

4 

2.2 

iperry 

5 

10.3 

6.1 

0.3 

.-5 

8.4 

5.4 

2.9 

3 

8.4 

5 

2.0 

Deere 

6 

8.3 

def 

0.4 

6 

7.0 

0.2 

def 

4 

8.4 

6 

-6.7 

>  General  Motors 

7 

6.7 

14.2 

0.3 

8 

6.3 

11.8 

3.8 

6 

6.2 

-13.8 

Caterpillar  Tractor 

8 

6.5 

def 

0.7 

7 

6.6 

def 

def 

7 

6.1 

8 

-14.3 

-ruehauf 

9 

3.8 

def 

0.8 

9 

4.5 

1.2 

def 

8 

5.8 

9 

-17.3 

"lark  Equipment 

10 

2.4 

3.1 

0.3 

11 

2.6 

3.8 

1.6 

15 

-1.2 

10 

-31.1 

Vlack  Trucks 

11 

0.1 

def 

0.6 

10 

2.8 

def 

def 

17 

~7.m 

11 

P-D« 

:ord  Motor 

12 

def 

14.0 

0.4 

12 

def 

10.4 

2.1 

10 

4.7 

11 

P-D 

Vllis-Chalmers 

13 

def 

def 

0.5 

13 

def 

def 

def 

12 

3.7 

11 

P-D 

ntl  Harvester 

14 

def 

def 

63.2 

15 

def 

def 

def 

13 

0.9 

11 

P-D 

American  Motors 

15 

def 

def 

2.9 

16 

def 

def 

def 

11 

4.4 

16 

D-D 

Chrysler 

16 

def 

NE* 

2.2 

14 

def 

11.8 

2.0 

16 

-4.7 

16 

D-D 

Hassey- Ferguson 

17 

def 

NE 

8.3 

17 

def 

def 

def 

14 

-0.6 

11 

P-D 

ndustry  medians 

16 

3.8 

def 

0.4 

4.5 

1.2 

1.3 

5.0 

-17.3 

Vll-industry  medians 

15.1 

12.6 

0.4 

10.8 

8.6 

3.5 

12.4 

9.4 

Growth 


Note:  Explanation  of  Yardsticks  calculations  on  page  38. 
^Three-year  growth.    P-D:  profit  to  deficit.    D-D:  deficit  to  deficit. 
NE:  negative  equity. 
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IS  YOUR  MEDIA  SCHEDUL 

A  family  portrait  can  be  most  anything  these  days.  A  traditional 
family.  A  two-paycheck  couple.  A  single  parent.  Or  a  single-person  house- 
hold. All  are  different  but  important  market  segments  for  most  products. 
They're  what  we  call  your  intermarket,  and  they're  all  the  people  it 
takes  to  keep  a  sales  curve  climbing. 

Thaf  s  why  narrow  demographic  targeting  is  not  the  solution  for  most 
products.  Today,  every  time  you  limit  your  target,  you  limit  your  sales. 

To  keep  up  with  today's  customers,  your  media  mix  needs  the 
broader  strategy  of  intermarketing.  And  intermarketing  requires  a  big, 
basic  buy  to  make  it  work  efficiently.  If  s  why  a  lot  of  advertisers  are 
scheduling  TV  Guide. 

TV  Guide's  in-depth  coverage  of  television  has  an  appeal  that 


TV  GUIDE:  THE  WAY 


ICTURE-PERFECT? 

xtends  throughout  your  intermarket.  So  you  start  with  the  big  reach 
hat  stretches  ad  dollars.  What's  more,  TV  Guide  will  strengthen  any 
fV  buys  you  plan  by  adding  lots  of  GRPs  where  you  can  really  use 
hem— among  light  TV  viewers  and  those  elusive  pay-TV  homes.  Ca- 
ile/pay  households  account  for  35%  of  TV  Guide's  audience.  Thaf  s 
nore  coverage  than  you  get  with  any  other  magazine. 

All  told,  TV  Guide  takes  your  message  to  nearly  38  million 
ivolved  adult  readers.  Plus  an  additional  8.8  million  teenagers,  12  to  17, 
nth  family  influence  and  buying  power  of  their  own. 

Put  your  product  in  the  pages  of  TV  Guide.  Where 
tiey'll  all  get  the  picture. 


TV 

GUIDE 


TRIANGLE  PUBLICATIONS  INC 


EACH  YOUR  INTERMARKET. 


The  Personal 
Business  Gift. 

Your  business  friends 
will  treasure  Cross 
fine  writing  instruments  with 

your  corporate  emblem. 
Used  daily,  appreciated  for 
a  lifetime.  Write  on  your 
company  letterhead  for 
our  new  catalog. 

CROSS' 

SINCE  1B46 

A.  T.  Cross  Company 
70  Albion  Road,  Lincoln,  Rl  02865 


"T 


Mack  class  8  Super  Liner  outside  Fort  Worth,  Tex. 

Suddenly,  truck.mak.ers  have  more  orders  than  they  can/ill. 


vantages  the  Japanese  enjoy  through  a 
favorable  exchange  rate  and  tax  struc- 
ture. All  true,  but  the  Japanese  are  not 
to  blame  for  Detroit's  $25-an-hour 
wage-and-fringe  bill,  its  shaky  quality 
standards  and  its  relatively  inefficient 
plant.  "It's  true  that  in  productivity, 
efficiency  and  cost  of  production,  we 
are  not  yet  fully  competitive  with  Ja- 
pan," says  Allan  Gilmour,  Ford's 
Controller,  adding,  "but  we  have 
made  progress." 

If  the  recovery  in  cars  rests  on 
somewhat  shaky  underpinnings,  the 
recovery  in  trucks  does  not.  It  is  going 
to  be  a  whopper.  Ford's  and  GM's 
light  trucks  have  been  selling  well  for 
a  year  and  are  gaining  share  back  from 
the  Japanese.  In  fact,  says  Maynard 
Gordon,  editor  of  Motor  News  Analysis, 
the  traditional  arrangement  is  now 
reversed.  These  days  dealers  can  coax 
a  few  extra  trucks  out  of  manufactur- 
ers by  agreeing  to  take  extra  cars. 
Heavy  trucks  only  started  to  move  in 
September,  but  demand  is  now  flaring 
up  fast.  U.S.  heavy-truck  makers, 
such  as  Paccar,  Mack  and  Internation- 
al Harvester,  face  little  serious  foreign 
competition. 

On  the  Forbes  Yardsticks,  Paccar 
leads  the  truckmakers,  with  a  14.9% 
return  on  equity  over  the  last  five 


years.  None  of  that  comes  from  lever- 
age, as  the  company  is  virtually  debt 
free.  The  pricey,  customized  Ken- 
worth  and  Peterbilt  class  8  models 
Paccar  puts  out  are  every  independent 
trucker's  dream,  so  trucking  deregula- 
tion could  work  to  its  advantage. 

Mack,  until  1983  part  of  Signal  Cos. 
and  now  45%  owned  by  France's  Re- 
nault, still  holds  about  18%  of  the 
class  8  (the  transcontinental,  33,000- 
pounds-and-up  variety)  truck  market 
(compared  with  18%  for  Paccar  and 
23%  for  International  Harvester).  So 
Mack's  numbers  are  bound  to  look 
better  if  heavy-truck  sales  follow  any- 
thing like  the  track  they  typically  do 
in  a  strong  recovery.  The  78,000  or  so 
heavy  trucks  shipped  in  1982  could 
nearly  double  by  1986.  The  route 
flexibility  and  pricing  latitude  trig- 
gered by  deregulation  have  made  the 
trucking  industry  more  competitive 
with  the  railroads,  a  good  omen  for 
the  heavy-truck  makers.  The  truck- 
makers  are  also  making  today's  big 
rigs  20%  to  25%  more  fuel-efficient 
than  those  of  a  few  years  ago,  another 
factor  that  could  spur  sales. 

All  this  bodes  well  not  only  for  Pac- 
car and  Mack  but  also  for  Internation- 
al Harvester,  which  is  now  roughly 
60%  trucks  and  40%  farm  equipment. 
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This  virtually  guaran- 
tees hard-pressed  Har- 
vester's survival,  but  not 
without  further  capital 
restructuring.  Glance  at 
the  debt-to-equity  column  in  the  ta- 
ble on  page  109.  No,  that's  not  a  mis- 
print: Harvester  really  does  have 
$63.20  in  debt  for  each  $1  of  equity. 

The  average  truck  fleet  has  V-h 
trailers  for  each  tractor,  which  is  why 
the  new-born  recovery  in  trucks  is 
bringing  a  smile  to  the  lips  of  Tom 
Reghanti,  president  of  Fruehauf  Corp. 
"We  have  had  a  tremendous  up- 
surge," he  says,  pointing  to  a  near- 
record  five-month  backlog.  Fruehauf 
is  gaining  market  share:  It  sells  25% 
to  30%  of  U.S.  trailers,  close  to  triple 
that  of  its  nearest  competitor,  Great 
Dane  Trailers  (a  subsidiary  of  Trans- 
way  International).  Fruehauf  also  has 
a  boost  from  recent  legislation  allow- 
ing 48-foot-long,  102-inch-wide  trail- 
ers on  interstate  highways.  The  new 
behemoth  trailers  mean  that  standard 
pallets  can  be  carried  side  by  side  (see 
p.  104)  instead  of  end  to  end  and  offer 
about  648  more  cubic  feet  than  the 
old  ones. 


Summer  in  autos,  springtime  for 
trucks.  What  about  farm  equipment? 
Still  winter  there.  Even  well-managed 
Deere  is  losing  money,  but  with  its 
huge  new  Iowa  factories  (Forbes,  Mar. 
14,  1983)  it  is  prepared  to  gobble  mar- 
ket share  furiously  once  it  can  more 
fully  use  those  new  plants.  Don't  be 
fooled  by  the  relatively  good  showing 
of  Sperry  in  the  Yardsticks.  Its  profits 
are  coming  from  computer  systems 
and  guidance  and  control  systems, 
not  from  the  New  Holland  farm 
equipment  division.  As  for  Massey- 
Ferguson,  the  only  good  thing  one  can 
say  is  that  it  is  less  precariously  lever- 
aged than  Harvester. 

A  few  companies  in  our  table  fall 
into  special  categories.  At  the  top  of 
the  list,  as  it  has  been  since  1980,  is 
Subaru  of  America.  Approximately 
49%  owned  by  Fuji  Heavy  Industries, 
it  does  no  manufacturing,  only  im- 
porting and  distribution.  Needing 
only  thimblefuls  of  capital  and  enjoy- 
ing demand  for  its  product  that  ex- 
ceeds the  artificially  limited  supply, 
the  company  has  racked  up  astonish- 
ing returns  on  equity.  Some  might  say 
it  deserves  them.  Subaru  has  built  a 


loyal  customer  base,  especially  in 
snowbelt  areas  like  New  England  and 
Alaska,  where  it  was  one  of  the  first 
companies  to  offer  an  attractive  small 
car  with  four-wheel  drive  to  get 
through  the  ice  and  slush. 

Caterpillar  Tractor  is,  of  course, 
best  known  as  the  world's  largest 
maker  of  construction  equipment. 
But  it  has  a  sideline  in  engines,  where 
it  has  lately  been  giving  Cummins 
Engine  and  GM  a  run  for  their  money 
in  the  heavy-truck-engine  market.  A 
seven-month  strike  that  ended  in 
April  helped  neither  operating  results 
nor  the  balance  sheet  but  did  bring 
wage  costs  under  some  control.  De- 
spite pressing  competition  from  the 
likes  of  Japan's  Komatsu,  Caterpillar 
remains  one  of  the  great  American 
manufacturing  companies. 

In  this  industry,  as  elsewhere  in  the 
U.S.  economy  in  1983,  much  of  the 
emphasis  was  on  cost-cutting,  on  re- 
ducing break-even  points.  As  far  as 
this  involves  skimping  on  research 
and  development  and  on  equipment, 
the  trend  has  its  dark  side.  But  to  the 
extent  it  cuts  fat  and  not  muscle,  the 
trend  can  only  be  beneficial.  ■ 


Kan  ban? Can  do! 


One  of  the  key  cost  advan- 
tages of  the  vaunted  Japa- 
nese manufacturing  system  is 
kan  ban,  the  "just-in-time" 
parts  delivery  system  used  by 
Japanese  carmakers.  Kan  ban  al- 
lows them  to  keep  inven- 
tories— and  hence  interest 
costs— low. 

The  concept  of  just-in-time 
delivery  is  certainly  not  exclu- 
sively Japanese.  Back  in  the 
1920s  workers  at  Henry  Ford's 
integrated  River  Rouge  assem- 
bly plant  in  Dearborn,  Mich, 
unloaded  ore  boats  on  Monday 
and  converted  the  ore  to  steel 
and  then  to  engine  blocks  by 
Tuesday  afternoon. 

But  the  Japanese  have  devel- 
oped kan  ban  in  its  modern 
form.  Can  just-in-time  parts  de- 
livery be  implemented  in  the 
U.S.?  Yes  it  can. 

Dana  Corp.  Chairman  Gerry 
Mitchell  says  that  American  suppliers  like  Dana  are 
even  going  the  Japanese  one  better  by  allowing  more 
flexible  delivery.  "With  kan  ban  you  don't  change  your 
assembly  schedule,"  he  says.  U.S.  manufacturers,  he 
goes  on,  want  more  flexibility  than  that. 
But  it's  interesting  to  ask  why  American  carmakers 


Dana  Corp.  Chairman 
Going  the  Japanese 


Ford.  His  cheap,  reliable  vehi- 
cles were  in  such  demand  that 
he  could  afford  to  let  buyers 
pick  any  color  they  wanted,  so 
long  as  it  was  black.  Perhaps 
Detroit  now  runs  after  the  10- 
day  trends  too  much,  offers  too 
many  choices,  at  a  loss  of  effi- 
ciency. It's  almost  as  if  Ameri- 
can manufacturers  have  become 
the  swing  producers  of  vehicles 
in  the  U.S.  market. 

Whatever  direction  U.S.  car- 
makers go,  it  seems  clear  that 
they  will  be  giving  increased  re- 
sponsibility to  key  partsmakers. 
"Bit  by  bit,"  says  Mitchell,  "we 
are  moving  our  assembly  oper- 
ations adjacent  to  car  assembly 
plants.  We  are  taking  more  re- 
sponsibility for  inventory  con- 
trol. We  assemble  axles  at  night 
that  are  used  the  next  day.  We 
have  19  regional  centers  offer- 

  ing  overnight  delivery  on  truck 

parts  to  truck  assembly  plants.  Often  a  guy  has  shipped 
out  a  truck  and  he  hasn't  even  paid  us  for  the  parts  yet." 
This  kind  of  speed  and  service,  belated  as  it  is,  is  one 
reason  Mitchell  thinks  U.S.  partsmakers  can  compete 
with  low-priced  imports  (see p.  99).  "I  don't  think,"  he 
says,  "that  you  can  export  from  Brazil  to  the  U.S.  and 


Gerry  Mitchell 
one  better? 


need  all  this  flexibility.  Think,  once  again,  of  Henry    have  a  just-in-time  delivery  system." — J.R.D. 
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ar  Announcing  the 
Limited  Olympic  Editioi 

NewF-1. 


Seldom  has  a  camera  been  introduced  as  totally  new  and 
exciting  as  the  Canon  New  F-1.  A  new  concept  in  35mm  SLR 
photography,  the  New  F-1  provides  its  owner  with  virtually  un- 
limited flexibility  thanks  to  an  incredible  system  of  interchange- 
able components  that  allow  you  to  custom-tailor  it  to  meet 
the  needs  of  any  shooting  situation.  Without  compromise.  "~ 

For  a  limited  time  only,  the  Canon  New  F-1  can  pro-  ^4P> 
vide  you  with  something  else:  a  chance  to  own  a  m 
piece  of  history.  Announcing  the  Lim- 
ited Olympic  Edition  New  F-1,  *  ( 
which  features  the  insig-              *m        ~  " "        /*">  — 
nia  of  the  1984  Olympic  5  f 


Games  and  comes  in 
its  own  distinctive 
Olympic  packaging. 

As  the  World's 
Leader  in  35mm  Pho- 
tography, we  are  proud 
that  professionals  and 
advanced  amateurs 
around  the  world  are 
acknowledging  the 
New  F-1  as  the  most 
sophisticated,  most 


versatile  35mm  system  camera  ever  created. 

As  the  Official  35mm  Camera  of  the  1984  Olympic  Game 
we  are  even  prouder  to  be  able  to  offer  you  this  limited  editio 
model,  which  comes  with  the  AE-Finder  FN  which  provides 
aperture-priority  and  stopped-down  automation  in 
addition  to  precise,  analog  match-needle  metering. 
Adding  either  the  optional  AE  Power  Winder  FN  or 
■HMMt       AE  Motor  Drive  FN  components  provides  shutter- 
priority  automation  for  action 
shooting  as  well. 

/O -a-jnr^TI  \    "  ^  Visit  your  authorized 

V-^OI  ivJl  I    )    "Sir  af.  _   Canon  dealer  and  find  out 

■  ■   \  more  about  the  Limited 

-^M3>LoS  1  Olympic  Edition  New  F-1. 

i  ^qq~  wt****  1%   It's  not  just  a  camera,  it's  a 
fjW  investment. 


NEW 

Cano 


Canon  USA.  Inc  .  One  Canon  Plaza  Lake  Succei 
New  York  11042  140  Industrial  Drive.  Eimnu- 
Illinois  60126  6380  Peachtree  industrial  Biv 
Norcross.  Georgia  30071  / 123  Paularuj 
Avenue  East.  Costa  Mesa.  California  9262(1 
2035  Royal  Lane  Suite  290.  Dai. 
Texas  75229  Bldg  B-2  1050  Ala  Moana  Blvl 
Honolulu.  Hawaii  9681' 
Canon  Canada  Inc  .  Ontarl 
C  1983  Canon  US  A.  I' 
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nam  delighted  that  Forbes 
Magazine  has  again  invited  me 
to  provide  an  introduction  to  the 
nnual  supplement  on  Japan.  I 
must  commend  Forbes  and  its  read 
?rship  for  their  continued  interest 
n  a  country  that  is,  after  the  United 
states,  the  major  player  in  the  free 
orld  economy,  and  a  vital  source 
f  leadership  and  stability  in  the 
acific  and  East  Asia  region.  Al- 
eady  we  Americans  do  more 
nternational  business  in  East  Asia 
han  anywhere  else  in  the  world, 
md  it  can  only  get  better  since 
last  Asia  is  the  most  rapidly  pro- 
gressing region  of  the  world  with 
he  highest  growth  rates  and  a 
generally  stable  economic  environ- 
nent.  In  my  view,  our  security, 
;conomic  interests  and  shared  po- 
itical  values  make  our  relationship 
yvith  Japan  the  most  important  bi- 
ateral  relationship  in  the  world, 
Ibar  none.  That  relationship  has 
|iever  been  better  than  today,  and 
;ts  foundation  is  solid — similar  be- 
iefs  of  the  two  peoples  in  individ- 
al  rights,  democratic  govern- 
ent,  and  the  superior  efficiency 
f  a  free  market  economy. 
Japan's  economy  is  one  of  its 
reatest  strengths.  It  is  perhaps 
he  world's  most  dynamic,  pow- 
red  by  its  people's  confidence  in 
he  future  and  by  skillful  applica- 
ion  of  new  ideas.  Japan's 
disciplined,  competent,  and  wili- 
ng work  force  has  become  famous 
or  its  productivity  and  willing- 
less  to  accept  new  production 
echnology,  and  Japan's  business- 
nen  justly  recognized  for  inno- 
/ative  products  and  careful  atten- 
ion  to  quality.  Many  Japanese 
roducts  are  setting  world  stan- 
ards  for  quality,  and  Japanese 
>roduction  technology  is  among 
i  he  world's  most  advanced.  One 
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result  hasbeen  a  superior  economic 
growth  record.  Japan  withstood  the 
recent  world  recession  better  than 
any  other  major  industrial  power, 
continuing  real  economic  growth 
of  3.8%  and  3.0%  in  1981  and  1982 
when  manycountries'  economies 
grew  little  or  not  at  all. 

Trade  statistics  bear  witness  to 
the  importance  of  the  Japanese 
market  to  the  U.S.  economy: 
nearly  10%  of  total  U.S.  exports  in 
1982  went  to  Japan.  Overall,  Japan 
was  the  top-ranking  overseas  cus- 
tomer for  U.S.  products  in  1982, 
taking  some  $21  billion  of  U.S. 
exports.  And  the  Japanese  market 
held  up  better  through  the  recent 
recession  than  other  overseas  U.S. 
markets:  while  overall  U.S.  exports 
were  down  9.2%  in  1982,  and  ex- 
ports to  Western  Europe  fell  8.2%, 
exports  to  Japan  were  down  only 
3.9% .  Significant  portions  of  sev- 
eral categories  of  U.S.  exports 
went  to  Japan,  including  15%  of 
agricultural  commodities  and  21% 
of  raw  materials  exports.  Half  of 
U.S.  log  and  lumber  exports  went 
to  Japan,  and  25%  of  coal.  About 
9-10%  of  total  U.S.  exports  of  sev- 
eral items  such  as  computers, 
aircraft,  consumer  goods  other 
than  autos,  and  measuring  and 
testing  instruments  were  pur- 


chased by  Japan.  Slightly  more 
than  21%  of  U.S.  pharmaceutical 
exports  went  to  Japan. 

Japan  is  our  most  important  cus- 
tomer for  agricultural  products. 
We  exported  $1.2  billion  worth  of 
corn  to  Japan  in  1982,  23%  of  total 
corn  exports;  $1.0  billion  of  soy- 
beans, 16%  of  our  total  soybean 
exports;  and  $564  million  in  wheat, 
8%  of  our  total  exports.  Japan  was 
our  top  customer  for  corn,  and 
second  and  third  for  soybeans  and 
wheat  respectively.  Even  in  those 
products  such  as  beef  and  oranges 
where  Japan  maintains  quotas  on 
imports,  Japan  is  an  important 
customer.  In  beef,  Japan  is  our  top 
customer,  taking  64%  by  value  of 
our  total  beef  exports  in  1982.  Of 
our  1982  orange  exports,  27%  by 
value  went  to  Japan,  making  Japan 
our  third  ranking  customer  for  that 
product.  In  other  citrus  fruits, 
Japan  is  our  most  important  cus- 
tomer, taking  48%  of  grapefruit 
and  82%  of  lemon  exports  in  1982. 
Imports,  however,  account  for  a 
much  smaller  percentage  of  Jap- 
anese consumption  of  these  prod- 
ucts than  would  be  the  case  if  the 
quotas  were  removed,  as  we  have 
urged  many  times. 

Investment  statistics  also  show 
the  importance  of  the  Japanese 
economy  to  the  U.S.,  although 
Japan  has  not  received  the  atten- 
tion from  U.S.  investors  that  some 
other  countries  have.  As  of  the  end 
of  1982,  the  U.S.  net  direct  invest- 
ment in  Japan  totaled  $6.9  billion. 
Despite  lower  levels  of  direct  in- 
vestment activity  compared  with 
Japan  in  recent  years,  however,  the 
United  States  is  the  top  foreign 
investor  in  Japan,  with  about  half 
of  the  total  since  1951,  and  the  U.S. 
business  presence  in  Japan  is  con- 
siderable. American  firms'  foreign 


operations  in  Japan  generate  more 
than  $20  billion  in  sales,  according 
to  the  recent  McKinsey  report, 
Japan:  Obstacles  and  Opportunities. 
Many  names  familiar  to  Amer- 
icans are  household  words  in 
Japan  too,  though  usually  with 
rather  different  pronunciation. 
Japan's  largest  restaurant  chain  is 
McDonald's,  few  Japanese  are  so 
remote  from  civilization  that  they 
cannot  do  their  "quick  stop"  shop- 
ping at  a  7-11,  and  many  will  drive 
there  burning  gas  pumped  at  a 
corner  station  adorned  with  the 
same  "Mobil"  sign  we  see  in  the 
United  States. 

The  impressive  record  of  Amer- 
ican firms  doing  business  with 
Japan  does  not  mean,  of  course, 
that  success  in  Japan  is  easy;  extra 
effort  is  usually  required.  The  Jap- 
anese market  is  highly  competi- 
tive, with  high  standards  for  prod- 
uct technology,  quality  and  avail- 
ability of  servicing.  Japanese  com- 
panies that  have  achieved  consid- 
erable success  in  international 
trade  obviously  are  tough  com- 
petitors on  their  home  ground  as 
well.  However,  U.S.  firms — both 
large  and  small — can  and  do  suc- 
ceed in  Japan.  They  do  it  by 
adapting  to  the  different  environ- 
ment, altering  products  to  meet 
Japanese  needs,  establishing  the 
stable  business  relationships  that 
Japanese  prefer,  and — perhaps 
most  important— obtaining  a  com- 
mitted local  staff  capable  of 
achieving  corporate  objectives  in 
Japan's  complex  business  world. 

Foreign  access  to  the  rich  and 
growing  Japanese  market  is  better 
than  it  used  to  be.  While  there  is 
room  for  further  improvement,  the 
Japanese  have  made  steady  pro- 
gress in  removing  the  barriers, 
both  tariff  and  non-tariff,  that  pro- 
tect domestic  business  from 
foreign  competition.  Japan's  tariffs 
are  now  lower  than  those  of  any 
other  major  industrialized  country 
including  our  own.  They  now 
average  just  3.7%  and  will  decline 
to  about  3%  by  1987.  Our  average 
tariff  level  by  comparison  is  6% 
and  will  decline  to  about  4%  in 
1987.  Moreover,  quotas  have 
ceased  to  be  a  factor  for  the  great 
bulk  of  Japan's  trade.  The  27 
quotas  currently  maintained  affect 
primarily  agricultural  products 
and  do  not  prevent  Japan  from 
being  the  world's  largest  importer 
of  American  agricultural  products. 


Despite  some  problems  business 
conditions  in  Japan  are  more- 
favorable  than  in  many  other  parts 
of  the  world  where  U.S.  firms  op- 
erate successfully.  In  many 
respects  business  procedures  in 
Japan  are  not  sharply  different 
from  those  in  other  Western  indus- 
trialized countries:  the  infrastruc- 
ture of  transportation  and  com- 
munications facilities  is  modern 
and  reliable,  government  actions 
are  by  the  book  rather  than 
through  personal  cronyism  or 
graft,  and  Japanese  businessmen 
are  competent  and  reliable. 

Encouraging  Japan's  market 
opening  process  has  been  one  of 
the  most  important  goals  of  the 
U.S.  Government  and  our  Em- 
bassy in  Tokyo  over  the  last  three 
years  and  more.  I  am  pleased  to 
report  that  the  Japanese  have 
taken  several  major  steps  within 
the  last  year  aimed  at  further  open- 
ing their  market.  The  most 
important  was  to  revise  standards 
and  certification  laws  to  provide 
foreign  firms  the  same  treatment 
as  Japanese  firms.  U.S.  Trade 
Representative  William  Brock  wel- 
comed this  legislation  as  "the  most 
significant  development  in  our  bi- 
lateral trading  relationship  since 
the  conclusion  of  the  Tokyo  round 
of  the  Multilateral  Trade  Negotia- 
tions." The  Japanese  government 
is  now  working  on  administrative 
procedures  to  implement  the  legis- 
lation and  to  accept  foreign  data 
from  approved  foreign  inspection 
agencies.  We  are  confident  that  a 
substantial  number  of  American 
firms  will  have  their  products  cer- 
tified as  meeting  Japanese 
standards  by  this  time  next  year. 
This  could  result  in  a  substantial 
increase  in  American  exports,  par- 
ticularly from  small  and  medium 
firms  who  have  had  the  most  diffi- 
culty with  the  regulatory  barriers. 

Other  actions  include  strength- 
ening the  office  of  Trade 
Ombudsman,  which  was  estab- 
lished by  the  Japanese  government 
to  assist  foreign  businessmen  who 
encounter  difficulties  gaining  ac- 
cess for  their  products  to  the 
Japanese  market.  Further  reduc- 
tions have  been  announced  for 


Japanese  tariffs  on  many  products 
The  conditions  for  sale  of  foreign 
tobacco  products,  long  a  point  of 
contention  between  the  United 
States  and  Japan,  have  been  im- 
proved by  tariff  reductions  and 
expansion  of  retail  sales  outlets. 

Investment  is  also  being  liber- 
alized. The  1980  Amended  Foreigr 
Exchange  and  Foreign  Trade  Con- 
trol Law  which  liberalized  Japan's 
approach  to  foreign  investment  is 
being  implemented  satisfactorily. 
In  1983  two  listed  Japanese  phar- 
maceutical companies  were 
acquired  by  a  major  American 
firm,  and  I  expect  the  number  of 
acquisitions  to  increase  in  the  fu- 
ture. The  Japanese  could  do  more 
to  welcome  foreign  investment, 
for  example  by  more  clearly  defin- 
ing or  narrowing  proscribed  areas 
for  foreign  investment.  However, 
Japan  has  been  found  to  be  a  prof- 
itable market  for  U.S.  companies 
that  have  invested  in  Japan,  and 
we  need  to  see  more  U.S.  invest- 
ment. U.S.  business'  income  from 
Japan  in  1982  was  $657  million, 
besides  the  $302  million  in  fees 
and  royalties  received,  and  the  rat 
of  return  on  book  value  of  invest- 
ment compares  favorably  with  tha 
received  on  U.S.  investment  in  El 
rope.  In  addition  to  liberalization 
of  conditions  for  foreign  invest- 
ment, Japanese  authorities  are 
persevering  in  their  step-by-step 
commitment  to  capital  market  lib- 
eralization despite  concerns  aboul 
the  effects  of  capital  outflows  on 
exchange  rates  and  trade  im- 
balances. Overseas  syndicated  ye; 
lending  by  Japanese  financial  in- 
stitutions has  expanded  regularly 
since  implementation  of  the  1980 
Law,  as  have  foreign  bond  issues 
in  Japan. 

All  of  these  are  steps  in  the  righ 
direction,  but  more  progress 
needs  to  be  made.  In  some  re- 
spects, further  progress  may  be 
more  difficult  as  less  clearly  de- 
fined "non-tariff"  barriers  are 
encountered,  some  of  which  are 
not  particularly  amenable  to  nego 
tiated  solution.  But  some  very 
specific  actions  could  be  taken, 
such  as  removal  of  the  quotas  on 
beef  and  citrus  imports,  greater 
access  and  reduced  price  differen- 
tials for  foreign  tobacco  products, 
further  implementation  of  Jap- 
anese standards  and  certifications 
system  reforms,  and  more  pur- 
chases by  Nippon  Telegraph  and 
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Suddenly 
oy  copier's 
funding  everyone's 
osiness. 

I  should  have  known. 

My  Canon  Personal 
rtridge  copier  is  so  ingenious,' 
ople  are  finding  all  kinds  of  ways 
use  it. 

Especially  people  in  business.  Why 
y're  using  it  in  ways  I  never  dreamed  of. 


Take  my  Canon  PC -10  for  example.  It  makes 

beautiful  copies.  On  plain  paper.  Which  is  just  what  business  people  are 
looking  for.  And  it's  so  small,  they  can  have  one  anywhere.  On  their  desks  for 
instance.  Or  even  a  countertop. 

My  Canon  PC-20  gives  business  a  bit  more.  With  a  copy  speed  of 
8  copies  a  minute.  And  a  paper  cassette  that  holds  up  to_ 
100  sheets  to  keep  the  copies  coming.  Now  several 
busy  people  can  share  one. 

But  what  everybody  really  likes  about  my  copiers 
bow  easy  they  are  to  maintain.  All  you  have  to  do  is  change  a  cartridge. 

That's  because  the  entire  copying  process— the  toner,  the  drum  and 
i  developer— is  inside  a  neat  replaceable  cartridge. 
>od  for  about  2,000  copies. 

Better  still,  the  PC  Copiers  do  something  no  other  copiers  can:  They 
copy  in  black,  brown  or  blue,  just  by  changing  the  cartridge. Tremendous. 

If  you've  been  wondering  about  the  price,  relax.  It's  so  low  almost 
every  business  can  afford 
their  own  PC  Copier. 

Canon  Personal 
Cartridge  copiers. 
If  I  were  you, 
i  make  it  my  business  to  look  into  ^ 
e  today. 

Canon' re°Di/§0 

jbrsonal  Cartridge  Copying, 
Plain  and  Simple.  " 


Canon  PC  Cartridges 
$65  in  black 
$70  in  brown  or  blue 

•suggested  retail  price  exclusive  of  cartridge 


Telephone  from  American  sup- 
pliers. A  Japanese  decision  to 
permit  NTT  to  purchase  superior 
U.S.  telecommunications  satel- 
lites rather  than  compelling  it  to 
underwrite  the  development  of  a 
Japanese  space  communications 
industry  would  be  a  particularly 
welcome  signal  of  Japan's  broaden- 
ing commitment  to  free  trade. 
Japan  also  still  has  some  tariffs  that 
are  too  high.  Lowering  of  those  on 
wood  and  paper  products  would 
greatly  increase  opportunities  for 
U.S.  exporters  of  forest  products. 
It  is  also  important  that  Japan  re- 
frain from  protecting  its  markets 
from  competitive  products  as  part 
of  its  industrial  policy.  Infant  in- 
dustry policies  are  not  appropriate 
for  an  economic  power  of  Japan's 
status.  Japan  should  not,  more- 
over, employ  its  depressed 
industry  policy  to  curtail  compet- 
ing imports. 

The  list  of  well-known  Japanese 
products  manufactured  or  as- 
sembled in  the  United  States  is 
long,  and  includes  such  recent 
additions  as  Nissan  autos  and 
Bridgestone  tires  in  Tennessee, 
and  Honda  autos  in  Ohio,  which 
take  their  place  with  firms  having 
well-established  factories  in  the 
United  States,  such  as  Sony,  Mat- 
sushita and  Sanyo.  Nissan's  total 
investment  in  its  assembly  plant  is 
some  $660  million  and  Honda, 
which  has  motorcycle  and  lawn- 
mower  plants  in  addition  to  the 
auto  assembly  plant,  has  invested 
about  $335  million  in  these  facili- 
ties. These  two  companies  alone 
employ  or  will  soon  employ  over 
5,000  Americans  in  these  manufac- 
turing facilities.  In  addition, 
Toyota  and  General  Motors  may 
establish  a  joint  venture  to  assem- 
ble autos  in  California.  In  short, 
Japanese  investments  put  thou- 
sands of  Americans  to  work  and 
contribute  significantly  to  the  eco- 
nomic well-being  of  local  commu- 
nities. We  need  more  of  it  and  I  am 
confident  that  it  will  be  coming. 

As  important  as  the  U.S.  eco- 
nomic relationship  with  Japan  is,  it 
cannot  thrive  in  an  insecure  and 
disordered  world.  That  is  why  I 
attach  so  much  significance  to 
Japan's  cooperation  with  us  on  our 
efforts  to  further  world  stability 
and  prosperity.  Higher  spending 
for  both  oversee,  aid  and  defense 
have  been  excep!  i      to  the  tight 
ceilings  imposed  <        anese  na- 


tional government  budget  expen- 
diture growth  during  the  last  two 
or  three  years.  The  average  annual 
increase  in  overseas  development 
spending  in  yen  was  11.5%  over 
the  last  five  years.  Japan  now 
ranks  fourth  among  OECD  coun- 
tries in  its  spending  on  foreign  aid. 
Besides  increasing  the  amount  of 
money  spent  on  aid,  the  Japanese 
have  also  significantly  changed  its 
form,  greatly  reducing,  for  exam- 
ple, the  percentage  of  "tied"  aid 
that  required  the  money  to  be  spent 
in  Japan,  and  added  aid  recipients, 
such  as  Jamaica,  that  clearly  repre- 
sent the  application  of  new  policies 

Japan's  defense  budget  has  in- 
creased in  real  terms  an  average  of 
about  8%  per  year  over  the  last  10 
years.  Taking  into  account  Japan's 
constitutional  restrictions,  this 
represents  steady  and  significant 
progress  and  in  recent  years  has 
been  accomplished  despite  strict 
limitations  on  overall  budget  ex- 
penditure growth.  Japan's 
commitment  to  financing  the  cost 
of  its  security  is  further  evidenced 
by  its  support  of  U.S.  military 
forces  in  Japan  which  is  valued  at 
well  over  $1  billion  in  the  current 
fiscal  year.  And  the  commitment  is 
not  just  financial.  Joint  exercises  of 
Japanese  and  American  land  and 
sea  military  forces  during  the  last 
year  were  the  most  extensive  ever. 
The  increases  in  Japanese  defense 
spending  and  the  role  of  Japanese 
forces  reflect  a  growing  acceptance 
of  the  validity  of  the  threat  to 
Japan's  security  and  of  the  neces- 
sity of  Japan  assuming  greater 
responsibility  for  its  own  defense. 
This  trend  is  broadly  based;  even 
public  opinion  polls  reflect  more 
general  support  for  the  Mutual  Se- 
curity Treaty  than  ever  before.  The 
Japanese  spending  increases, 
however,  are  from  a  very  low  base, 
and  faster  increases  are  needed  in 
order  for  Japan  within  a  reasonable 
time  to  have  the  forces  required  to 
meet  its  responsibilities. 

Despite  economic  problems 
between  Japan  and  the  western 
industrial  countries  that  are  con- 
stantly in  the  headlines  in  the 
Japanese  newspapers,  the  Jap- 
anese people  maintain  a  close 


attachment  to  the  United  States. 
Japan's  political  leadership  has 
been  effective  in  leading  the  Jap- 
anese people  to  a  better  under- 
standing of  new  responsibilities 
and  relationships.  Prime  Minister 
Nakasone,  in  particular,  has  been  a 
dynamic  and  capable  leader  who 
has  a  clear  vision  of  where  he 
thinks  Japan  should  be  heading. 
At  the  Williamsburg  Summit  last 
May  and  elsewhere,  Mr.  Nakasone 
forthrightly  explained  his  govern- 
ment's policies  and  moved  Japan 
more  solidly  into  the  Western  Al- 
liance. More  recently,  Japanese 
cooperation  in  respect  to  the  debt 
problems  of  third  world  countries 
has  been  essential  to  the  success  of 
U.S.  efforts  to  find  a  workable 
solution. 

The  partnership  between  the 
United  States  and  Japan  is  a  posi- 
tive example  of  what  bilateral 
international  cooperation  can 
achieve.  We  have  faced  political 
and  economic  differences  and  we 
have  overcome  them.  Generally, 
we  have  realized  that  our  interests 
required  us  to  engage  in  further 
discussion  and  negotiation,  not  in 
endless  confrontation.  Today,  we 
have  a  good  working  relationship 
with  Japan,  one  which — because 
of  the  importance  of  the  bilateral 
relationship  and  because  of  the 
role  of  Japan  in  the  Pacific  area — 
merits  preservation  and  protec- 
tion. Japan  serves  as  an  important 
source  of  capital,  technology  and 
assistance  to  the  dynamic  nations 
in  the  region,  and  is  a  model  for 
them  of  what  can  be  accomplished 
under  a  democratic  government 
and  a  free  market  economy  with 
close  ties  to  the  West.  With  high 
growth  rates,  generally  stable  gov- 
ernments, and  ample  resources 
and  entrepreneurial  initiative,  ev- 
erything points  to  the  21st  century 
being  the  Century  of  the  Pacific, 
and  Japan  is  leading  the  way.  For 
Americans  in  the  years  to  come, 
the  countries  of  East  Asia  and  the 
Pacific  are  where  the  future  lies. 
We  will  want  to  be  there  where  the 
action  is.  Our  partnership  with 
Japan  provides  the  key.  It  is  vital 
that  our  two  countries  cooperate  to 
keep  it  in  good  working  order. 


United  States  Ambassador  to  Japan 


Anticipating  the  needs  of  an  honored  guest  is  part  of  the  Japanese  tradition  of  hospitality. 
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ACCOMMODATION 


Now,  JAL  accommodates  business  travelers 

in  two  new  ways. 


In  Japan,  hospitality  is  an  age-old  tradition.  But  it  is  not 
unchanging.  A- good  host  responds  to  the  new  without 
forsaking  the  best  of  the  old. 

In  this  spirit,  Japan  Air  Lines  proudly  announces  two 
major  new  improvements  that  allow  us  to  accommodate 
business  travelers  with  even  better  service. 

Improved  service  at  no  surcharge: 
New  JAL  Executive  Class. 

Now,  JAL  has  expanded  and  improved  business  class 
service  to  accommodate  more  of  you  in  even  greater 
comfort— at  no  surcharge  over  normal  economy  fare* 

Our  new  JAL  EXECUTIVE  CLASS  has  its  own  spacious 
cabin.  Seating  is  wide  and  plush,  ergonomically  designed  for 
maximum  comfort.  In  each  row,  there  are  only  eight  seats 
across,  with  36/37-inch  pitch  to  allow  extra  legroom.  For 
relaxation,  there  are  complimentary  headphones,  wakeup 
kits,  cocktails,  even  champagne.  Meals  are  seven-course 
feasts,  with  a  choice  of  Japanese  or  Western  entree.  And 
even  before  boarding,  you  receive  preferential  treatment 
at  special  JAL  EXECUTIVE  CLASS  check-in  counters. 

Inflight,  no  other  airline  is  so  accommodating  to 
business  travelers.  And  preflight,  even  postflight, 


New,  expanded 
JAL  Executive  Class. 
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Economy  Class 


no  other  airline  offers  so  many  special  services.  Everything 
from  bilingual  business  cards  to  special  hotel  rates. 

Bonus  flights  and  upgrading: 
New  JAL  Mileage  Bank— USA. 

Now,  JAL  accommodates  freguent  flyers  with  bonus 
flights  and  upgrading  when  you  join  the  new  JAL  MILEAGE 
BANK-USA* 

When  you  travel  First  Class  or  JAL  Executive  Class,  you 
earn  mileage  points,  redeemable  for  upgrading  or  free  round 
trips.  Choose  from  nine  exciting  vacation  destinations  in  the 
Orient,  including  Hong  Kong  and  Bangkok,  with  stopovers  in 
Japan.  Or  save  for  the  ultimate  bonus:  Two  free  First  Class 
round-the-world  tickets. 

The  JAL  MILEAGE  BANK- 
USA  is  open  free  of  charge  to 
anyone  with  a  U.S.  mailing 
address.  Details  and 
application  forms  can  be 
obtained  at  JAL  ticket  offices 
or  by  calling  800-472-7330. 

There  are  other  ways  to  fly  to  the  Orient.  But  only  Japan 
Air  Lines  is  prepared  to  accommodate  you  in  so  much 
comfort— and  with  so  many  extras. 

For  reservations  or  information,  contact  your  Travel 
Agent  or  Corporate  Travel  Department.  Or  call  us  directly  at 
800-J-A-L-F-O-N-E  (800-525-3663). 

*  Subject  to  government  approval. 


Hong  Kong,  one  of  the  travel  options. 
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TO  BE  PREPARED  IS  EVERYTHING. 


"JAPAN  BEYOND  THE  1980s 
NEW  FRONTIERS,  NEW  INDUSTRIES' 


Johsen  Takahashi, 

Senior  Staff  Economist, 
Mitsubishi  Research  Institute,  Inc. 


the  minister's  Secretariat  took  on 
the  responsibility  for  running  the 
group.  Its  members  comprised 
specialists  in  economics,  sociology 
and  statistical  analysis  gathered 
from  academia  and  various  private 
research  organizations,  together 
with  officials  involved  in  economic 
analysis  at  the  Ministry  of  Finance, 
the  Ministry  of  International  Trade 
and  Industry  and  the  Economic 
Planning  Agency.  The  cited  report 
on  Softnomics  Proposed  was  the 
product  of  a  year's  discussion 
within  this  group. 

The  report  pointed  out  that  not 
only  was  the  service  sector  assum- 
ing an  increasingly  larger  share  of 
the  Japanese  economy  as  a  whole, 
but  that  service  activities,  referred 
to  as  the  "non-goods"  or  "soft" 
elements  of  production,  were  ex- 
panding their  role  as  input  compo- 
nents in  manufacturing.  In  other 
words  the  Japanese  economy  was 
shifting  from  an  essentially  goods- 
oriented  structure  toward  more 
dependence  on  the  "softer,"  ser- 
vice factors.  (Various  aspects  of 
this  change  were  featured  in  this 
column  last  year.  See  Forbes  Jan.  5, 
1982.) 

Part  of  the  motivation  behind  the 
formulation  of  the  MOF's  study 
group,  not  surprisingly,  had  to  do 
with  taxation.  Japan's  tax  system, 
as  it  stands  today,  is  based  pri- 
marily on  economic  activity  linked 
directly  to  production.  Although 
goods  such  as  magnetic  tapes  and 
floppy  disks  are  taxed  according  to 
their  price  tags,  none  of  the  infor- 
mation stored  in  them  is  taxable, 
regardless  of  its  actual  value.  This 
illustrates  how  tax  revenue  based 
on  the  old  concept  of  hard  goods  is 
bound  to  diminish  in  an  economy 
where  a  goods-to-services  shift  is 


in  progress. 

The  tax  system  itself  will  have  tc 
be  revised  if  a  steady  inflow  of 
revenues  is  to  be  ensured.  New 
forms  of  taxes,  such  as  a  value- 
added  tax,  are  called  for.  The  dis- 
semination of  a  basic  under- 
standing of  this  concept  must  cer- 
tainly have  ranked  high  in  the 
MOF's  list  of  objectives  in  creating 
the  study  group. 

It  remains  to  be  seen  whether 
the  MOF  has  been  successful  in 
conveying  its  point.  In  any  event, 
its  report  was  helpful  in  creating  a 
general  awareness  of  the  signifi- 
cance of  the  soft  elements  of 
production  among  corporate  man- 
agement, scholars,  economists 
and  central  and  local  government 
staff. 

A  New  Take-Off  For  Japanes 
Industry — the  emphasis  is 
on  private-sector  vitality 

In  August  1983,  the  Japanese 
government  made  public  a  long- 
term  economic  plan:  Prospects  and 
Guidelines  Regarding  the  1980s.  This 
document  will  become  the  basis 
from  which  economic,  industrial 
and  social  policies  will  be  formu- 
lated over  what  remains  of  the 
1980s.  Private  industries,  as  is  the 
custom,  will  also  regard  this  repor 
as  an  element  in  their  decision- 
making framework. 

The  latest  long-term  plan  is  the 
tenth  of  its  kind  in  postwar  Japan. 
A  common  feature  of  past  plans, 
the  government's  targets  and  as- 
sumptions regarding  the  long- 
term  outlook  were  spelled  out  in 
specific  figures  such  as  the  GNP 
growth-rate.  This  approach  has 
been  abandoned  in  the  latest  plan, 
which  gives  no  quantitative  clue  td 
the  government's  outlook  for  the 


In  1983,  three  of  the  bestselling 
books  in  Japan  were  Alvin 
Toffler's  The  Third  Wave,  Future 
Shock  and  John  Naisbitt's  Mega- 
trends. Corporate  executives  and 
others  in  virtually  all  walks  of  life 
zealously  pored  over  these 
bestsellers. 

Another  piece  of  literature  that 
drew  a  great  deal  of  attention  was  a 
report  made  public  by  the  Ministry 
of  Finance  titled  Softnomics  Proposed. 

Noboru  Makino,  executive  vice 
president  of  Mitsubishi  Research 
Institute,  and  the  author  of  Future 
Industries — A  Warning  Against  Mis- 
conceptions found  his  book  enjoying 
widespread  commercial  success. 
These  trends  in  intellectual  read- 
ing imply  that  such  terms  as: 
"great  changes," 
"dynamic  transformation," 
"high  technology," 
"future  industries," 
"information  society," 
"growth  of  service  industries," 
"soft  elements  in  production" 
have  become  the  key  words  in 
grasping  the  nature  of  Japan's  con- 
temporary society  and  economy. 
Moreover,  these  concepts  are  not 
just  random  catchphrases  that  are 
irrelevant  to  each  other.  They  are 
closely  interrelated  and  together 
form  a  coherent  vision  of  current 
trends. 

Softnomics  Proposed 

In  the  spring  of  1982,  the  Minis- 
try of  Finance  (MOF)  initiated  a 
"Study  Group  on  the  Structural 
Transformation  of  the  Economy 
and  Its  Policy  Implications."  The 
Research  and  Planning  Division  of 
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When  you  want  an 
electronic  typewriter  that 
gives  you  more  (and  who 
doesn't?),  select  the  typewriter  that 
gives  you  the  most  technology  most 
features,  most  productivity  Canon  has  to  offer 

The  AP  500,  our  top-of-the-line  model. 

The  AP  500's  storage  memory  can  have  virtually 
limitless  capacity  with  its  optional  twin  5!4-inch  floppy  disc 
drive.  Text  editing  is  incredibly  simple  and  fast  with  our 
Automatic  Search  and  Replace  feature. 

The  AP  500  also  has  Express  Correction  which  combines  a 
500-character  correction  memory  with  backtracing  and  relocation. 
Plus,  there's  a  big  20-character  display  and  automatic  keyboard 
features  like  centering,  numeric  punctuation,  indentation, 
boldface  underlining,  and  Canon's  exclusive  lineframing. 

If  you  don't  need  storage  and  editing  capabilities,  the  AP  400  is 
superb.  With  a  fast  20  cps  typing  speed  and  communications 
capability,  it  also  makes  an  excellent  letter-quality  printer 

See  how  productive  it  can  be  at  the  top  for  you  with  a  Canon 
electronic  typewriter  Whichever  model  you  choose,  it  will  be  a 
simply  brilliant  decision. 
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Japanese  economy  over  the  latter 
1980s.  However,  in  terms  of 
qualitative  analysis,  the  document 
does  provide  a  clear  vision  of  pro- 
spective developments  and 
changes  in  Japan's  economy,  in- 
dustry and  society.  As  such,  it  may 
be  said  to  have  more  insight  and 
substance  than  any  of  its  pred- 
ecessors. It  is  noteworthy  that 
high-technology  development  and 
applications,  the  creation  of  so- 
phisticated information  networks 
and  the  growing  importance  of 
services  and  the  softer  elements  of 
production  are  some  of  the  key 
issues  that  are  discussed  in  the 
government's  report. 

It  may  be  worthwhile  to  look  at 
some  of  the  plan's  specific  posi- 
tions with  respect  to  these  issues. 
They  are  certainly  valuable  as  a 
clue  in  formulating  a  vision  of 
Japan  in  the  latter  1980s: 
•  CREATION  OF  A  STABLE 
BASIS  FOR  THE  HIGH-TECH- 
NOLOGY INDUSTRIES 
With  a  view  to  sustaining  the  de- 
velopment of  the  aircraft  and 
aeronautics  industries,  research 
and  development  projects  should 
be  implemented  in  the  following 


areas:  international  joint  develop- 
ment projects  in  jet  engines  for 
civilian  aircraft;  development  of 
space  rockets  and  satellites  and 
systems  for  their  sophisticated 
usage;  research  and  development 
in  the  basic  technologies  for  de- 
veloping new  materials  for  the 
construction  of  aircraft  and 
spaceships. 

Research  and  development  tar- 
geted on  enhancing  the  reliability 
of  nuclear  power  plants  and  the 
establishment  of  stable  nuclear 
fuel  cycles  and  technology  de- 
velopment in  such  areas  as  bio- 
industries  and  fine  ceramics. 
•  PREPARATION  OF  THE  RELE- 
VANT INFRASTRUCTURES  IN 
ANTICIPATION  OF  A  SOPHIS- 
TICATED INFORMATION 
SOCIETY 

Creation  of  a  technological  base 
such  as  the  fifth-generation  com- 


puter is  called  for  so  that  consis- 
tency may  be  achieved  in  the  rapid 
progress  toward  advanced  infor- 
mation networks.  The  simulta- 
neous development  of  software 
technology  is  also  a  critical  factor. 
Progress  in  the  extensive  develop- 
ment and  use  of  new  information 
media,  such  as  CATV,  to  construct 
an  advanced  communication 
system. 

•  REVITALIZATION  OF  THE 
BASIC  MATERIALS 
INDUSTRIES 

For  those  traditional  materials 
industries  that  are  faced  with 
structural  difficulties,  the  basic 
strategy  would  be  the  elimination 
of  excess  capacity  coupled  with 
investments  needed  for  revitaliza- 
tion,  the  development  of  new 
products  and  new  technology  and 
progress  toward  new  frontiers  of 
activity. 

•  A  GENERAL  UPGRADING  OF 
THE  QUALITY  OF  SERVICES 

Elimination  or  alleviation  of  such 
institutional  obstacles  as  price  and 
entry  regulations  so  that  an  appro- 
priate basis  for  competition  may  be 
formed.  Achievement  of  higher 
quality  and  productivity  in  the  ser- 


The  seamless  connection: 
Bank  of  Tokyo 


Bank  of  Tokyo 
provides  the  seamless 
connection  between  your 
local  and  international  banking  needs. 
Bank  of  Tokyo  does  this  with  superior 
services  at  both  local  and  worldwide  levels  with  a 
network  more  extensive  than  that  of  any  other  Japanese  bank. 
Over  240  offices,  representative  offices  and  subsidiaries  with 
their  offices  and  1,900  correspondent  banks  become  powerful 
assets  on  your  side  in  today's  demanding  financial  environment. 
Compare  our  performance.  We  believe  you  will  find  it 
speedier,  more  reliable  and  more  economical.  From  organizing 
worldwide  syndicated  loans  to  rapid  foreign  remittances  to 
considerate  local  services,  Bank  of  Tokyo  provides  the  meticulous 
concern  you  deserve. 

Leaders  m  international  banking  since  1880 
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California  First  Bank.  The  Bank  of  Tokyo  Trust  Company,  The  Chicago-Tokyo 
Bank,  Tokyo  Bancorp  International  (Houston)  Inc.,  Bank  of  Tokyo  International, 
U.S.A.  and  The  Bank  of  Tokyo  Canada  are  subsidiaries  of  Bank  of  Tokyo. 


TO  EUROPE  AND  THE  ORIENT. 

Introducing  more  luxury  and  elegance  than 
ever  before:  Northwest  Orient's  new  Regal 
Imperial  service. 

More  elegance.  Exquisite  new  entrees,  Royal 
Doulton  China,  Piper  Heidsieck  Champagne, 
Alfred  Rothschild  Vin  Mousseux . . .  and 
more.  It 's  yours  when  you  fly  Our  Way  to  . 
Europe  or  the  Orient — in  First  Class  or 
Executive  Class. 

More  luxury.  Reclining  sleeper  seats  in  First 
Class  and  Executive  Class...  a  comfortable 
choice  no  other  airline  offers.  Plus  electronic 
stereo  headsets,  first-off  luggage  handling 


and  much  more.  Executive  Class  sleeper  seats 
are  limited  and  must  be  reserved  in  advance. 
More  cities.  To  more  o  f  Europe  and  the 
Orient  from  more  of  America  than  any  other 
airline — over  120  nonstops  crossing  the 
Pacific  and  Atlantic  every  week. . .  linking 
15  countries  and  73  cities  around  the  world. 
For  more  information  and  reservations,  call 
your  travel  agent,  corporate  travel  department 
or  Northwest  Orient:  1-800-447-4747 
(toll-free). 

THE  WORLD  IS  GOING  OUR  WAY. 


vice  sector  through  the  develop- 
ment and  installation  of  advanced 
machinery  and  equipment,  en- 
hanced development  of  systems 
technology,  and  the  sophisticated 
use  of  data  communications 
networks. 

It  must  be  stressed  that  while 
these  are  all  highly  relevant  points 
with  respect  to  the  viable  progress 
of  our  economic  and  industrial 
system,  they  are  not  the  kinds  of 
issues  that  can  or  ought  to  be  ad- 
dressed under  public-sector 
initiative.  It  is  clearly  up  to  private 
industry  to  grapple  with  such  di- 
verse and  sweeping  structural 
changes  as  those  spelled  out  in  the 
long-term  plan.  The  best  policy  in 
this  case  is  to  let  the  private  sector 
follow  its  creative  instincts.  Gov- 
ernment intervention  can,  at  best, 
only  hinder  the  creative  process,  if 
not  stall  it  altogether. 

Yoshifumi  Kumagai,  the  presi- 
dent of  Sumitomo  Metal  Industries 
Ltd.,  and  a  well-known  figure 
among  industrialists,  did  not  hesi- 
tate to  stress  that,  "In  looking 
towards  the  latter  1980s  and  the 
prospective  changes  those  years 


may  hold  with  respect  to  Japanese 
industry,  I  find  that  there  is 
nothing  to  be  requested  of  the  gov- 
ernment in  the  form  of  assistance 
or  guidance.  All  I  ask  is  that  it  does 
not  come  in  with  unnecessary  in- 
tervention." The  government's 
long-term  plan  falls  in  line  with 
this  statement  in  that  it,  too,  em- 
phasizes the  crucial  importance  of 
bringing  "private-sector  vitality" 
to  its  fullest  capacity  if  the  1980s 
are  to  see  productive  develop- 
ments in  terms  of  industrial 
progress. 

Minerva's  owls  are 
about  to  fly 

The  Japanese  economy  has  cer- 
tainly seen  some  of  this  private- 
sector  vitality  at  work  in  recent 
years.  Throughout  the  world  de- 
pression that  followed  the  1979-80 


oil  crisis,  while  traditional  indus- 
tries struggled  with  the  problems 
brought  about  by  the  crisis,  many 
venture-capital-type  industries 
were  formed  and  began  to  grow 
with  remarkable  resilience  to  the 
general  downturn,  notably  in  the 
electronics  and  computer-software 
fields.  According  to  a  recent 
"Survey  of  Venture  Businesses" 
(conducted  by  Nihon  Keizai  Shim- 
bun),  the  total  revenue  of  venture 
businesses  in  the  electronics  sector 
grew  by  85%  between  fiscal  1979 
and  1982.  Looking  ahead  to  FY 
1985,  venture  businesses  are  ex- 
pected to  flourish,  particularly  in 
areas  related  to  biotechnology, 
electronics  and  information.  Bio- 
related  ventures  in  the  food  indus- 
try are  expected  to  grow  to 
roughly  3  times  their  current  size 
by  FY  1985.  Similarly,  venture-type 
system  houses  and  electrical  ma- 
chinery makers  are  projected  to 
double  in  this  period. 

Among  the  software  houses, 
ASCII  Microsoft  Co.  Ltd.  and  ILI 
Co.  Ltd.  saw  their  FY  1982  revenue 
grow  by  no  less  than  11  and  14 
times,  respectively,  over  FY  1979. 
ILI's  president,  Hideaki  Yokoyama, 
left  Taisei  Corporation,  the  well- 
known  construction  company,  in 
1973  to  begin  his  successful  career 
in  developing  software  packages 
for  the  construction  industry. 
ASCII  acts  as  the  sole  agent  for 
Microsoft  Company,  the  largest 
software-development  house  in 
the  U.S.  ASCII  has  come  to  lead 
the  software  industry  in  such  cru- 
cial matters  as  the  standardization 
of  home-computer  software. 

The  outlook  for  the  venture  in- 
dustry as  a  whole  up  to  FY  1985 
points  to  a  growth  in  revenue  of 
97.5%.  Filtron  Inc.,  involved  in 
soft  ceramics  development,  is 
looking  for  a  gigantic  leap  in  reve- 
nue from  22  million  yen  in  FY  1982 
to  3  billion  yen  in  FY  1985.  The 
company  came  into  being  in  1980 
and,  having  completed  its  de- 
velopment of  soft  ceramics  in  1982 
is  conducting  joint  ventures  with 
some  of  the  largest  Japanese  com- 
panies, such  as  Mitsubishi 
Corporation,  Mitsui  Engineering 
and  Shipbuilding  Company  and 
Clarion.  The  company  is  thriving 
mightily  on  its  technological 
knowhow. 


Among  those  venture  busi- 
nesses, there  are  bound  to  be 
companies  with  the  ability  to  be- 


Introducing  the  home  video 

system  good  enough  to 
shoot  its  own  TVcommercial 


...even  in  low-light. 


actual,  unretouched  commercial  scenes  shot  by  Canon  Accu-Vision. 


It  was  unheard  of.  No  home  video  system  ever  dared 
hoot  its  own  commercial  for  broadcast. 
Then  Canon  Accu-Vision™  did  it.  With  dramatic  results. 
Our  picture  looked  broadcast  quality,  even  when  action  was 
ast  or  light  conditions  low. 

Of  course,  this  was  no  surprise  to  Canon.  We  designed 
Vccu-Vision  using  technology  we  developed  making  broadcast 
iptics  for  the  networks. 

So  Canon's  new  VC-20A  color  video  camera  is  like  no  other, 
t  has  Canon's  computer-designed  10mm-80mm  f/1.6  power 
oom  lens  with  macro  and  Canon's  exclusive  new  infrared 
lutomatic  focus  system.  This  lightweight  (51/2  lbs.)  camera  also 
las  a  high-band  Saticon®  pickup  tube,  for  high  resolution,  similar 
o  those  used  in  broadcast  cameras,  a  stereo  microphone,  and 
nany  other  advanced  features. 
Canon's  new  VR-20A  portable  video  cassette  recorder  (VCR)  has 
ur  heads  for  crystal-clear  still  frame,  single  frame  advance  and  slow 
otion,  and  finely  tuned  speed  search.  It's  lightweight  (only  8  lbs. 
oz.),  records  and  plays  back  in  exciting  Dolby*  stereo  sound  and 
lays  a  single  VHS  tape  up  to  eight  hours. 
Canon's  new  VT-20A  quartz  synthesizer  tuner/timer  gives  you 
irect  tuning  to  any  of  128  channels.  It  can  be  programmed  up  to  two 
/eeks  in  advance  and  comes  with  a  built-in  recharger  for  the  battery 
nd  the  WL-20A  sixteen-function  wireless  remote  control  unit  for  the 
reorder. 

So  see  Canon  Accu-Vision  at  your  dealer  soon.  You'll  see  the  home 
ystem  that  made  broadcast  history. 


The 


Canon 

Accu-Vision 

clear  advance  in  portable  video. 
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With  a  faster,  more  efficient 
computer  that...? 

a)  allows  independent  processing  at 
your  own  work  station 

b)  can  store  up  to  one  million  bits  of 
information 

c)  offers  multi-color  graphics  and 
multi-language  capability 


What  wi 


ith  a  digital  optical  disk 
recording  system  that...? 

a)  can  file  some  15  years'  worth  of 
data  on  a  single  12"  disk 

b)  holds  both  coded  data  and  visual 
images  in  nonerasable  memory 

c)  accesses  any  bit  of  information  via 
laser  beam  scanning  in  less  than 
1/4  sec. 

With  a  super-compact 
memory  device  which 
can  store...? 

a)  70  to  280  pages  of  work  on  a 
magnetic  card  no  bigger  than 
a  snapshot 

b)  graphs,  charts,  reports  and  statistical 
data  for  ready  retrieval 

c)  up  to  500  kilobytes  of  information  on 
a  floppy  disk  just  3"  in  diameter 


With  a  digital  telephone 
network  able  to...? 

a)  switch  and  transmit  data  and  images 
as  well  as  human  voices 

b)  handle  from  120  to  5,000  different 
station  lines 

c)  link  your  desk  telephone  to  virtually 
all  your  OA  equipment 


rith  a  robot  work  force 
capable  of...? 

a)  remembering  thousands  of  job  steps 
per  unit 

b)  learning  new  routines  as  quickly  as 
you  can  teach  them 

c)  being  programmed  via  a  unique 
one-key,  one-operation  teaching  box 


very  answer  is  the  right  answer  when  you 
hoose  reliable  electrical  and  electronics 
.quipment  from  Hitachi.  For  over  70  years, 
we've  been  meeting  the  needs  of  business 
and  industry  worldwide,  growing  steadily  to 
Decome  a  maker  of  more  than  20,000  differ- 
ent products,  with  over  154,000  employees, 
10  overseas  offices,  subsidiaries  and  affili- 
ates, and  annual  sales  exceeding  $16.4 
)illion.  And  each  year,  we  commit  some 


16,000  researchers  and  $786  million  to 
electronics  and  energy  R&D— our  way  of 
helping  you  do  all  you  will  do  even  better. 

A  World  Leader  in  Technology 

0  HITACHI 

Hitachi,  Ltd.  Tokyo  Japan 
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one  hotels  guest 
register  reads 
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in  the  world  of 
business  and  finance. 

Tokyo,  Japan 

In  a  class  by  itself 

Ivvajiro  Noda,  Honorary  Chairman 
Tatsuro  Goto,  President  &.  General  Manager 

Host  to  chiefs  of  state,  financial  leaders  and  executive  travelers  from  around  the  world. 
Hotel  Okura  is  conveniently  located  adjacent  to  the  American  Embassy. 
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212-838-3110 
Collect 
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come  the  Sonys  and  Hondas  of  the 
1980s.  It  would  seem  that  today's 
owls  of  Minerva  are  about  to  take 
off  on  their  journey  toward  new 
frontiers.  Banks  and  securities 
houses  alike  are  striving  to  estab- 
lish ties  with  these  new  leaders  of 
dynamic  growth. 

Steel — in  search  of  new 
frontiers 

Being  one  of  the  most  typical  of 
the  traditional  basic-materials- 
producing  industries,  the  steel  in- 
dustry has  certainly  suffered  some 
severe  blows  from  the  structural 
transformation  that  is  currently 
taking  place  within  the  Japanese 
economy. 

Various  aspects  of  the  ongoing 
structural  change  are  contributing 
to  the  reduction  of  steel  consump- 
tion. For  one,  the  growth  of  service 
industries  is  more  or  less  directly 
linked  to  a  corresponding  decline 
in  the  relative  share  of  the  manu- 
facturing sector  within  the 
economy  and  the  manufacturing 
sector  is  obviously  where  the  bulk 
of  steel  consumption  takes  place. 
The  reverse  side  of  the  growing 
importance  of  the  soft  elements  of 
production  is  a  parallel  reduction 
in  the  significance  of  hard  mate- 
rials, such  as  steel,  in  the 
production  process. 

The  expansion  of  high-tech- 
nology industries  also  carries 
negative  implications  with  respect 
to  steel  consumption.  The  field  of 
new  materials  is  one  good  ex- 
ample. A  switch  from  steel  to  new 
and  unconventional  materials 
such  as  new  ceramics  and  carbon 
fibers  is  taking  place  in  many  areas) 
of  production,  causing  a  general 
decline  in  the  ratio  of  steel  usage  tcj 
total  production.  Progress  in 
microelectronics  has  led  to  a  gen- 
eral downsizing  of  machinery  and 
electrical/electronic  devices  and 
components,  with  the  inevitable 
result  that  less  and  less  steel  is 
needed  in  their  production. 

Japanese  steelmakers  are  by  no 
means  prepared  to  sit  back  and 
watch  while  these  changes  force 
them  out  of  existence.  They  are  in 


the  process  of  incorporating  the 
I  current  structural  changes  into 
their  own  spheres  of  activity.  One 
.aspect  of  their  efforts  is  the  up- 
grading of  products.  Another 
trend  that  has  become  particularly 
i  evident  of  late  is  the  entry  into 
;nonsteel  activity,  notably  in  the 
(areas  of  high-tech  and  software 
(development.  Under  the  leader- 
ship of  Mr.  Kumagai,  Sumitomo 
Metals  is  involved  in  a  systematic 
effort  to  increase  its  ratio  of  high- 
grade  products  to  total  output  and 
at  the  same  time  to  diversify  its 
business  activity.  Titanium,  ce- 
ramic wafers,  carbon  fibers  and 
coal  liquefaction  and  gasification 
are  some  of  its  main  areas  of  new 
business.  Through  their  advances 
toward  these  new  frontiers  of  ac- 
tivity, the  steelmakers  appear  to  be 
[breaking  away  from  their  tradi- 
tional role.  The  closing  years  of  the 
20th  century  may  well  see  Japan's 
steel  industry  as  an  integral  part  of 
the  high-technology  field. 

Meanwhile,  the  short-term  out- 
!  look  is  improving,  albeit  gradually, 
tin  fiscal  year  1982,  raw-steel  pro- 
'jduction  declined  by  a  hefty  6.5% 
(from  fiscal  1981.  The  FY  1982  pro- 


duction level  was  96.3  million 
metric  tons,  falling  significantly 
short  of  the  100-million-ton  level. 
FY  1983  has  seen  some  improve- 
ment in  the  situation  along  with 
the  recovery  of  global  economic 
conditions.  The  April-to-june 
quarter  of  1983  saw  a  raw-steel 


Growth  of  Japan's  Venture  Business 

(annual  revenues  of  100  companies) 


Basic  materials  and  others 
Bio-technology  related 
Precision  machinery  and  parts 
Mechatronics  related 
Optical  and  electronics  related 
Information  related  companies 
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(billions  of  yen) 


Note:   Total  of  97  companies  in  FY  (fiscal  year)  1979 
Target  level  for  fiscal  1985 

Source:  Nikkei  Sangyo  Shimbun  (Nikkei  Industrial  Journal) 
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Trends  in  Japan's  R&J)  Spending 

SI  Spending  by  universities  and  colleges 
Spending  by  research  institutions 
]  Private  business 
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Source:  Science  &  Technology  Agency 


One  of  the  world's  most  experienced 
brewers  doesn't  make  beer. 


But  they  do  make  Kikkoman  brand 
soy  sauce,  the  naturally  brewed 
seasoning  that's  been  at  home 
around  the  world  for  more  than  300 
years.  In  everything  from  sushi  to 
steak  Dianne. 

Kikkoman  makes  a  full  range  of 
other  fine  products,  each  with  the 
blend  of  experience  and  research 
—  into  fields  such  as  microbiology, 
enzymology  and  food  chemistry  — 
that  makes  Kikkoman  soy  sauce 
the  world's  best  seller. 

Kikkoman  Corporation-.  Making 
it  better  since  1630. 


KIKKOMAN  CORPORATION 

339  Noda,  Noda  City,  Chiba  278,  Japan 
KIKKOMAN  FOODS.  INC..  P.O.  Box  69.  Walworlh, 
Wisconsin  53184,  U.S.A. 

KIKKOMAN  INTERNATIONAL  INC.,  50  California  Street. 
Suite  3600,  San  Francisco,  Calif  94111,  U.S.A. 
KIKKOMAN  TRADING  EUROPE  GmbH. 
Duisburger  Strasse  3,  4040,  Neuss,  F.R.  Germany 

World  Renowned  Quality  Since  1630. 


INTERNATIONAL  PORTFOLIO 
DIVERSIFICATION? 


Yamaichi  helps  you  keep  pace 
in  the  fast-moving  Far  East. 


The  Far  East  is  young,  dynamic,  vigorous 
economies  that  have  yet  to  reach  their  growth 
peaks. 

As  such,  it  represents  solid  opportunities  for 
astute  pension-fund  managers  who  seek  security 
and  optimum  yields  through  multinational  port- 
folio diversification. 

And  Yamaichi  is  uniquely  positioned  to 
maximize  investment  returns  in  the  exciting 
Pacific  Basin. 

For  Yamaichi  is  Japan's  most  experienced 
securities  company.  Its  research  and  analytical 
tools  are  honed  to  a  fine  professional  edge. 


It  devises  performance-oriented  investment  strat- 
egies that  perfectly  match  the  risk/yield  objectives 
of  its  clients.  And  it  does  this  through  a  global 
network  that  not  only  spans  the  Far  East  but 
includes  every  major  money  center. 

Whether  you're  interested  in  venture  capital 
opportunities  among  Japan's  fast-rising  medium- 
sized  ceramic,  biotechnology,  or  computer  firms, 
or  a  totally  balanced  and  highly  disciplined  regional 
portfolio,  Yamaichi  offers  the  type  of  profession- 
alism you  demand. 

In  the  rapidly  developing  Far  East,  count  on 
Japan's  leading  securities  company... Yamaichi 
Securities. 
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Uncommon  vision  in  international  finance 
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production  level  of  24.2  million 
metric  tons,  which  corresponds  to 
a  7.2%  increase  over  the  January- 
March  quarter.  While  a  part  of  this 
turnabout  in  steel  production  is 
accounted  for  by  special  factors, 
such  as  the  dramatic  increase  in 
exports  to  China,  basic  supply- 
and-demand  conditions  as  a  whole 
do  appear  to  be  on  the  upswing. 
Japanese  steelmakers  are,  in  fact, 
looking  for  a  return  to  positive 
growth  in  production  in  FY  1984, 
although,  given  the  rapid  ad- 
vances of  the  various  newly 
industrializing  countries,  hopes 
for  a  resumption  of  the  100-mil- 
lion-ton  production  level  appear 
bleak  for  the  time  being. 

Electronics — the  double- 
digit  growth  saga  continues 

While  the  traditional  industries 
continue  their  efforts  to  adjust  to 
the  changing  environment,  the 
electronics  industry,  as  befits  one 
of  the  front-runners  in  the  high- 
tech sector,  is  racing  down  its 
growth  path  with  ever-accelerating 
speed. 

The  most  rapidly  growing  area 
of  this  thriving  industry  is  "OA" — 


office  automation.  Computeriza- 
tion and  the  extensive  use  of 
electronic  devices  in  Japan  initially 
took  place  in  the  form  of  comput- 
erization of  the  production  system 
through  the  use  of  industrial 
robots,  machinery  with  comput- 
erized numerical  control  and 
computer-aided  design  and  man- 
ufacturing systems.  Coupled  with 
this  trend,  the  past  two  to  three 
years  have  also  seen  a  dramatic 
growth  in  the  use  of  computers 
and  computerized  systems  at  the 
office  level.  Today,  the  move  to- 
ward office  automation  appears  to 
have  reached  a  fever  pitch  in 
Japan. 

The  OA  boom  is  currently  being 
led  by  personal  computers  and 
word  processors.  Personal  com- 
puters stand  out  as  the  gem  of  the 
computer  industry,  which  as  a 
whole  is  one  of  the  most  active 


branches  of  the  manufacturing 
sector.  In  fiscal  1982,  shipments  of 
personal  computers  (including 
those  for  hobby  use)  grew  by  no 
less  than  2.2  times,  measured  by 
current  value.  A  growth  rate  of 
more  than  50%  is  anticipated  for 
fiscal  1983.  Shipments  of  word 
processors  in  fiscal  1982  were  3 
times  higher  than  the  rate  in  FY 
1981.  Shipments  are  expected  to 
grow  twofold  again  in  FY  1983. 
Supporting  products,  such  as  line 
printers  and  floppy  disks,  are  also 
enjoying  a  parallel  rapid  growth  in 
demand.  In  FY  1982,  shipments 
grew  by  78%  and  30%,  respec- 
tively, for  floppy  disks  and  line 
printers.  A  similar  growth  is 
anticipated  in  fiscal  1983. 

In  the  area  of  electronic  devices 
for  home  use,  videotape  recorders 
stand  out  by  far  as  the  fastest- 
growing  product.  While  demand 
for  household  appliances  as  a 
whole  has  been  relatively  sluggish, 
VTRs  are  going  strong,  both  in  the 
domestic  and  foreign  markets. 
Growth  of  some  40%  is  anticipated 
for  fiscal  1983. 

Electronic  parts  and  compo- 
nents are  also  registering  very 
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leaders  and  major  investors  than  any  other  business 
magazine. 
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Supplements  generated  an  average  of  nearly  500 
highlv  qualified  responses  for  each  advertiser. 

In  1984,  Forbes  has  planned  Special  Advert isii 
Supplements  for  Japan,  Korea,  Malaysia,  the  Philippint 
and  other  Asian  nations. 

And  Forbes'  Fifth  Annual  Korea  Special 
Advertising  Supplement  is  scheduled  for  the 
September  12,  198-*  issue  of  the  magazine. 
Advertising  closes  July  27. 

There's  a  good  reason  why  more  and  more 
advertisers  are  putting  Forbes  to  work  for  them. 
Forbes  gets  results. 


KOREA  PHILIPPINES 

Mr  Jin  Seuk  Yoo  Mr.  Peter  Capotosto 

Inte  rnationa!  Advertising  Media  Representatives  Inc. 

Communications/Korea  Corinthian  Plaza 

CPO  Box  8362  Paseo  de  Roxas 

Seoul  Makati 

Tel:  363  1468  Manila 

Telex:  Tel:  817-0749 

MOCNDMK23531/2  Telex:  66112MR1PN 


REPUBLIC  OF  CHINA 

Ms.  J.F.  Chang 
Epoch  Publicity  Agency 
P.O.  Box  1642 
Taipei.  Taiwan 
Republic  of  China 
Tel:  752-4425/9 
CABLE:  EPOCH  TAIPEI 


SINGAPORE  HONG  KONG 

Mr.  Stanley  Tan  Mr.  EC  H  \Xadsworth 

Cheney  Tan  Associates      VC'adsworth  Media  & 
163  Tras  Street  No.  02-01     Marketing  Services,  L 


Lian  Huat  Building 

Singapore  0207 

Tel  222-2893 

Telex:  CTAFMS  RS35983 


802  Far  East  Exchange 
8  Wyndham  Street 
Hong  Kong 
Tel:  5-26-68-43/5 
Telex:  60418  WADCO 
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A  leader  should  occasionally  strike  out  in  a  new  direction. 
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Through  the  years,  Sumitomo 
has  often  attempted  the  unconventional, 
a  strategy  not  always  successful. 
But  the  number  of  times  that  it 
has  been  has  helped  Sumitomo  grow 
into  the  world's  6th  largest  steelmaker, 
a  company  well  respected 
in  the  industry  as  a  technological 
innovator  and  developer  of  high-grade 
specialty  steels, 
many  unavailable  elsewhere. 
Today,  Sumitomo  Metals  is  going 
beyond  steel  production,  exploring 
challenging  new  areas  like 
energy  and  electronics. 
But  that  shouldn't  surprise  you. 
We've  been  striking  out 
in  new  directions  for  years. 


<0>  SUMITOMO  METALS 


Sumitomo  metal  INDUSTRIES,  ltd.      Tokyo  &  Osaka.  Japan 
jmitomo  Metal  America.  Inc  Head  Office  420  Lexington  Ave  .  New  York.  N  Y  10017.  USA  Phone  (212)949-4760  Offices  in  Los  Angeles.  Chicago.  Houston 
AIN  PRODUCTS  Tubes  &  pipe,  flat  rolled  products,  bars,  shapes  &  wire  rods,  rolling  stock  parts,  steel  castings  &  forgings.  and  a  wide  range  of  steel  products 


ON  TOP  OF  THE  WORLD. 


Feeling  buried  by  your  information 
flow?  Now  there's  an  easy  way  to 
stay  on  top  of  the  financial  world. 
PMS  —  Portfolio  Management 
System  —  from  Daiwa  Securities. 
Faster  than  a  banker,  more 
personalized  than  the  wire 
se  */ices,  PMS  is  an  on-line 
iniomnation  network  with  a 
difference. 

Two-way  communication. 
Tell  PMS  the  contents  of 
your  portfolio,  and  you'll  get 
performance  reports  for  your 
specific  investments  upon  request, 
his  instant  access  to  precisely  the 
information  you  need  lets  you  fine 
jne  your  portfolio  for  greater  returns. 
Or  if  you'd  rather  talk  forecasting, 
add  your  own  information  to  the  PMS 
data  base  to  create  complex  economic 
analyses.  Two-way  communication  makes 
it  easy. 

And  when  it  comes  to  the  Pacific  area, 
ncluding  Japan,  no  information  system 
has  more  to  say  than  PMS. 
PMS  is  just  one  way  Daiwa  Securities  can 
give  you  the  edge.  To  find  out  more  about 
our  wide  range  of  services,  call  us  today. 
We'll  leave  you  feeling  on  top  of  the  world. 


DAIWA  SECURITIES  CO.  LTD. 

Head  Office:  6-4,  Otemachi  2-chome,  Chiyoda-ku,  Tokyo  100,  Japan 
Tel:  (03)  243-2519  Telex:  J22411  DAIWASEC 
New  York  Office:  One  Liberty  Plaza,  91  Liberty  Street,  New  York, 
N.Y  10006,  U.S.A.  Tel:  212-732-6600  Telex:  420971 
Los  Angeles  Office:  333  South  Grand  Avenue,  Suite  3636, 
a.  Los  Angeles,  California  90071 ,  U.S.A. 

^  *0  Tel:  213-628-0201  Telex:  0674470 


JAPAN 


high  growth  rates,  and  producers 
are  having  trouble  keeping  up 
with  the  pace  of  demand.  VTR- 
related  items  are  leading  the  way 
for  the  household-electronics  sec- 
tor and  demand  for  OA-related 
goods  is  playing  a  similar  role  for 
industrial  electronics.  There  is  no 
reason  to  anticipate  a  drastic 
change  in  this  situation  and  a  very 
high  growth  rate  is  anticipated 
during  what  remains  of  fiscal  1983 
and  throughout  FY  1984. 

Finance — a  banking  and 
securities  merger  in 
progress 

Parallel  to  the  structural  changes 
in  the  industrial  makeup,  a  funda- 
mental restructuring  is  taking 
place  within  the  financial  sector. 

Since  the  latter  1970s,  Japan's  fi- 
nancial and  capital  markets  have 
been  experiencing  a  gradual  relax- 
ation in  the  rigid  regulatory 
framework  that  had  traditionally 
characterized  the  Japanese  finan- 
cial system.  Liberalization  of 
interest  rates  has  made  consider- 
able progress  over  the  years  and 
Japan's  financial  operations  have 
come  to  acquire  a  much  more  in- 
ternational perspective  than  in  the 
past.  The  next  key  development  in 
this  ongoing  change  will  be  the 
merging  of  banking  and  securities- 
trading  activities. 

In  the  past  the  Japanese  finan- 
cial system  operated  under  a 
regime  of  rigid  separation  between! 
banking  and  securities  trading  and) 
the  depository  activities  of  the  Post 
Office.  Separation  of  roles  among 
the  three  types  of  financial  institu- 
tions was  considered  to  be  the 
basis  for  financial  stability.  How- 
ever, recent  developments  have 
brought  about  some  significant 
changes  in  this  system.  Some  of 
the  major  factors  that  triggered 
these  changes  were:  growing  in- 
terest of  consumers  in  financial 
assets  (in  itself  a  reflection  of  the 
goods-to-services  shift  in  con- 
sumer preference),  diversification 
of  user  and  investor  requirements 
regarding  financial  instruments, 
repercussions  of  the  revolutionary 


C.ITOH 
Bridging  American  Business 
with  the  world  marketplace 


C.  ITOH 

has  been 
a  bridge  to 
the  world  market 
place  for  American 
business  for  almost  as 
long  as  the  Brooklyn 
Bridge  has  been  the 
prominent  link  that  brought 
Manhattan  and  Brooklyn 
together  100  years  ago. 

C.  ITOH,  a  leading  international  trading 
company,  has  established  strong  ties  with 


many  U.S.  corporations  in  every  field  of  1     M  ± 

industry  by  handling  and  trading  virtually  «V 
every  product  and  raw  material  on  a  worldwide  basis. 


C.  ITOH  is  diversifying  its  operations  to  provide  better 
services  for  U.S.  corporations  by  opening  new  markets, 
handling  new  commodities,  organizing  multinational 
projects,  and  investing  in  promising  industries. 

C.  ITOH  unceasingly  looks  toward  the  future  for  opportunity. 
We  may  be  best  for  your  future. 

C.ITOH&CO.(AMERICA)INC. 

NEW  YORK  (Headquarters),  270  Park  Avenue,  New  York,  N.Y.  10017 
Phone:  (212)  953-5200  /  Telex:  (WUD)  12297  (CITOH  NYK) 

C.  ITOH  &  CO.,  LTD. 

TOKYO  (Head  Office),  5-1,  Kita-Aoyama  2-chome,  Mihato-ku,  Tokyo,  Japan 
Telex:  (KDD)  J22295,  J22296,  J22297  /  Cable  Add.:  "CITOH  TOKYO" 


changes  takingplace  in  the  U.S. 
financial  markets  and  the  urgent 
need  to  somehow  absorb  the  gi- 
gantic flow  of  government  bonds 
that  began  to  inundate  the  capital 
markets  in  the  late  1970s.  These 
factors  are  pressing  the  various  fi- 
nancial institutions  to  reach  out 
across  their  traditional  frontiers  so 
that  they  may  better  accommodate 
the  changing  financial  needs  of  the 
markets.  However,  this  is  not  to 
say  that  the  traditional  boundaries 
will  disappear  entirely.  As 
Hiromitsu  Sogame,  manager  of 
the  president's  office  at  Daiwa  Se- 
curities Co.  Ltd.,  aptly  points  out, 
"It  is  important  that  the  different 
financial  institutions  maintain 
their  separate  identities  if  they  are 
to  cooperate  in  a  productive  man- 
ner. Careless  destruction  of 
existing  boundaries  may  only  lead 
to  chaos.  No  good  can  come  out  of 
thoughtless  undermining  of  basic 
financial  stability."  As  envisioned 
by  Mr.  Sogame,  the  basic  division 
of  roles  is  likely  to  remain,  but  the 
difference  will  be  that  the  dividing 
walls  will  not  be  as  high  and  as 


Johsen  Takahashi 

impenetrable  as  before. 

A  significant  step  forward  was 
the  authorization  of  over-the-coun- 
ter sales  of  national  bonds  by 
banks.  This  was  an  area  that  had 
been  traditionally  limited  to  the 


MITI's  Targets  for  basic  technology  development 

Representative 
Technology 

Features 

Fine  Ceramics 

Highly  heat-resistant,  very  hard  precision 
materials  that  overcome  the  drawbacks 
(brittleness,  poor  machineability)  of  conventional 
ceramics. 

Functional  Polymers 

A  new  type  of  plastic  with  generally  superior 
functional  qualities  compared  with  conventional 
materials. 

Highly  Effective 
Bio-separators 

Materials  with  highly  selective  permeability  and 
separative  functions  and  a  structure  close  to  that 
of  living  organs. 

Electrically 
Conductive  Materials 

Materials  with  an  electrical  conductivity 
comparable  to  metal  (capable  of  superconductivity 
under  specific  conditions). 

Others 

Materials  with  strength  similar  to  metals;  materials 
with  elasticity  comparable  to  rubber;  bio- 
compatible materials. 

Metallic  Materials 

Highly  workable  and  anticorrosive  super- 
conductive alloys. 

Superconductive 
Alloys 

Alloys  with  special  superconductivity- so  far  only 
accomplished  at  close  to  absolute  zero  tempera- 
ture (- 273°C). 

Advanced  Alloys  with 
Controlled  Crystalline 
Structures 

Alloys  given  extra  mechanical  strength  through 
highly  controlled  fabrication  of  crystalline 
structures. 

Composite  Materials 

Materials  combining  different  types  of  materials 
(metals,  plastics,  etc.)  according  to  use. 

securities  companies  only.  How- 
ever, the  regulatory  authorities 
decided  to  change  this  framework 
and,  as  of  April  1983,  banks  have 
become  a  part  of  this  activity.  As  of 
June  1984,  banks  will  be  autho- 
rized to  deal  in  national  bonds  in 
the  secondary  market,  which  will 
lower  still  further  the  institutional 
fence  between  them  and  the  se- 
curities companies. 

On  the  other  hand,  the  secur- 
ities companies  have  been  actively 
developing  new  types  of  invest- 
ment funds  incorporating  public 
bonds.  In  theory,  they  essentially 
run  along  the  lines  of  the  U.S. 
money  market  funds.  As  such, 
just  as  the  introduction  of  MMFs 
into  the  financial  market  resulted 
in  large  shifts  of  funds  from  bank 
deposits  to  these  new  instru- 
ments, the  new  investment  funds 
have  become  a  significant  chal- 
lenge to  the  banks  in  their  tradi- 
tionally sacrosanct  markets.  The 
Nomura  Securities  Co.  Ltd.  was 
the  first  company  to  launch  the 
new  financial  instrument.  Its  ini- 
tiative was  followed  by  a  host  of 
similar  instruments  that,  by  and 
large,  compete  with  bank  de- 
posits. In  terms  of  institutional 
developments,  the  securities  com- 
panies gained  access  to  financing 
with  national  bonds  as  collateral  as 
of  June  1983. 

Joint  ventures  and  cooperation 
are  other  forms  in  which  boun- 
daries have  become  less  prohib- 
iting. More  and  more  banks  and 
securities  companies  are  joining 
forces  in  such  areas  as  on-line  in- 
formation systems,  the  exchange 
of  knowhow  and  electronic-remit 
tance  systems.  It  is  noteworthy 
that  the  Post  Office  has  been  given 
a  position  in  this  network  of  coop- 
erative activity.  Through  a  system 
developed  and  launched  by  Daiwa 
Securities,  investors  will  be  able  tc 
buy  and  sell  securities  at  the  Post 
Office  and  potential  investors  may 
acquire  information  on  securities 
trading. 

in  any  event,  the  banks  and  the 
securities  companies  are  on  the 
verge  of  a  dramatic  structural 
change  and  1984  is  likely  to  see  stil 
further  progress  in  that  direction. 
Meanwhile  the  underlying  trend 
toward  a  generally  more  flexible 
financial  system  will  continue  witl 
further  interest-rate  liberalization 
and  a  more  extensive  interchange 
with  overseas  markets. 


NEC  is  the  title  sponsor  of  the  Davis  Cup 
and  Federation  Cup  worldwide 


COMPUTER  AND  COMMUNICATIONS 


TECHNOLOGY 

How  NEC  helps  curb  rising  costs 


At  NEC,  we  have 
always  believed  that  auto 
mat  ion  effectively 
raises  productii  ity 
and  lowers  business 
costs. 

Through  "C&C" 
our  unique  integrated 
computer  and  com 
fnunications  technology, 

'ere proving  this  to 
be  true. 

We  NEC  digital  EPBX 
based  on  80  years  ofknou 
bow  in  the  telecommuni- 
ations  field,  illustrates 
'his  cost-cutting 
Potential  Utiliziiig 
he  latest  fiber 
iptics  transmission 
techniques,  it  lets 
mu  link  voice  and 
iata  systems  into 
i  single  cost-ef fec- 
ive  communications 
network, 
accessible 
o  all 

Compute?? 
ncorporating 
Mr  own 
advanced 
emiconduc- 
prs  plug 
licely  into  this 
Network, 
"rimming 
wof it-eating 
Expenditures 
ill  along  the 
ny  This  applies 
\s  much  to  our  large 


get  leral-purpose 
computers  and  ASTRA 
business  computers 
as  it  does  to  personal 
computers  like 
PC6000,  8800, 
and  16-bit  APC 
The  NEC  tele- 
'  conference  system 
takes  our  philosophy 
yet  another  step. 
Combining  a  variet  y 
of  data  processing 
systems  with 
com  m  u  nications 
systems,  it  can 
sai  'e  businesses 
millions  of  dollars 
annually— and 
bi  isiness  people 
thousands  of  hours 
offieedless  travel. 
These  are  only 
a  few  of  over 
15,000  different 
industrial, 
business  and  home 
electronics  products 
manufactured  by  NEC. 
TJjey  spearhead  our 
drive  to  boost 
productivity  and 
curb  costs  by  way 
of  "C&C"— a 
concern  shared 
by  our  customers 
in  over  140 
countries. 

NEC 

NEC  Corporation 

PO  Box  1  Takanawa  Tokyo,  Japan 


Why  Pan  Am 

bRrst 
Across  The  Pacific. 


The 
Most 

Destinations. 

Back  in  1936  Pan  Am 
was  the  first  and  only 
airline  flying  the  Pacific. 
And  no  other  airline  has 
caught  up  to  us  yet.  We 
have  more  flights  daily 
from  more  cities  in  the 
United  States  to  more 
cities  across  the  Pacific. 
All  you  need  is  one 
airline,  one  ticket,  one 
baggage  claim. 

Tokyo 

Osaka 

Hong  Kong 

Shanghai 

Beijing 

Singapore 

Manila 

Guam 

Sydney 

Melbourne 

Auckland 

Seoul 

Taipei 


The  Most  Nonstops. 

No  other  airline  can  beat  our  nonstops.  We  offer  53  a  week 
from  New  York,  San  Francisco,  Los  Angeles  and  Honolulu. 
And  daily  flights  from  37  other  U.S.  cities. 


First  In 


No  other  airline  can  beat  our  fleet.  We  offer  the  comfort 
of  747's  and  747SP's-built  to  fly  higher,  faster  and  smoother 
than  any  other  commercial  U.S.  aircraft. 

In  our  First  Class  Sleeperette®  Seat,  the  Space  Seat, 
there's  space  in  front  of  you.  Around  you.  Above  you. 
Space  to  give  you  something  rare  in  air  travel  today:  a  sense 
or  privacy. 

Clipper®  Class  is  our  separate  cabin  for  the  business 
traveler.  There,  you'll  find  room  to  work,  room  to  think, 
room  to  relax.  Plus  complimentary  headsets,  drinks  and 
first-run  movies. 


Pan  Am 
WorldPass. 
Even  Richer 
In  1984. 

WorldPass,SM  the 
richest  frequent  traveler 
program  in  the  world, 
offers  even  more  ways  to 
accumulate  mileage  in 
1984.  Along  with  flying 
Pan  Am  you  earn  mileage 
every  time  you  stay  at  an 
Inter-Continental®  or 
Sheraton  Hotel.  And 
every  time  you  rent  a  car 
from  Hertz.  Certain 
conditions  apply.  So  now 
vour  mileage  credits 
build  faster.  And  if  you 
fly  in  Pan  Am's  First 
Class,  you  can  make 
vour  mileage  credits 
build  even  faster  still. 
Because  in  First  Class 
you  earn  a  bonus  of  50% 
more  than  the  actual 
mileage  flown.  Clipper 
Class  travel  earns  an 
extra  25%. 

The  awards  of 
WorldPass  are  even  more 
generous  this  year  too. 
All  the  way  through  to 
Pan  Am's  ultimate  award: 
30  days  of  unlimited 
First  Class  travel  for 
two  anywhere  we  fly* 

For  reservations  and 
information  call  your 
Travel  Agent,  Corporate 
Travel  Department  or 
Pan  Am. 


Pan  Am.^bu  Can't  Beat  The  Experience; 

Schedules  subject  to  change  without  notice. 


IDl 

"International  destinations  subject  to  local  governments'  approval 


The  stakeout  resulting  from  airline  deregula- 
tion has  only  just  begun.  Let  battle  commence. 


Airlines 


By  Howard  Banks 


All  of  us  are  going  to  be  subject 
to  a  rapidly  changing  competi- 
b  tive  environment  from  here  on 
in,"  says  Robert  Crandall,  president  of 
American  Airlines.  Although  the  in- 
dustry outlook  might  appear  to  be  im- 
proving along  with  the  economy,  the 
fact  is  that,  until  now,  much  of  the 
true  effect  of  the  1978  airline  dereg- 
ulation has  been  buffered  and  masked 
by  outside  events.  The  harsher  they 
were,  the  more  they  served  to  dampen 
competition. 

First  the  airlines  had  to  deal  with 
the  doubling  of  fuel  prices  in  1979-80. 
That  meant  the  majors  had 
to  phase  out  older  gas-guz- 
zling jets  sooner  than  they 
had  anticipated. 

Then  came  the  air  traffic 
controllers'  strike,  which  led 
to  government-imposed  con- 
trol of  takeoff  and  landing 
times — "slots"  in  airline  par- 
lance. This  severely  limited  one  of  the 
hoped-for  results  of  deregulation:  the 
right  to  enter  or  leave  any  route,  pro- 
vided at  least  one  carrier  remained.  In 
other  words,  it  inhibited  competition. 

Then  came  recession  and  huge 
losses  even  for  the  largest  and  stron- 
gest carriers.  Delta,  for  years  the  carri- 
er with  the  best  results,  lost  money 
for  five  straight  quarters.  The  indus- 
try lost  a  collective  $1  billion  in  the 
12  months  to  the  middle  of  1983  be- 
fore things  turned  around.  Miracu- 
lously, the  effect  of  this  hemorrhage 
was  mitigated  by  the  financial  mar- 
kets. Convinced  that  the  airlines 
would  be  among  the  first  industries  to 
feel  the  positive  effects  of  economic 
recovery,  and  entranced  with  new  is- 
sues, Wall  Street  underwrote  over 
$2.5  billion  in  airline  equity  and 
bonds  in  the  past  two  years  or  so. 
This  year  all  that  will  change.  On 


the  surface  things  look  as  if  they  are 
improving:  By  the  end  of  the  third 
quarter  of  1983  the  average  airline  fare 
in  cents  per  mile  was  up  10%  and 
traffic  was  up  by  7%  to  8% .  There  was 
no  industrywide  fare-cutting  by  carri- 
ers desperate  for  cash. 

But  now  the  full  effect  of  deregula- 
tion will  be  felt  for  the  first  time.  The 
last  limits  on  airport  slots  are  due  to 
be  lifted  at  midyear.  Other  factors  fa- 
vor increased  competition:  Fuel  prices 
are  stable  or  falling  slightly,  and  eco- 
nomic recovery  is  gathering  momen- 
tum. Who  will  flourish  in  this  envi- 
ronment and  who  will  perish  is  a 
function  of  relative  strength  of  bal- 


An  America  West  Boeing  737 
"Offer  something  different." 

ance  sheet  and  quality  of  manage- 
ment. But  it  won't  be  easy  for  anyone. 

Picking  the  obvious  winners  and 
those  most  at  risk  is  relatively  easy, 
despite  the  uncertainties.  But  for 
those  airlines  that  fall  in  between, 
almost  anything  might  happen. 

Eastern  Air  Lines  is  still  at  great 
risk.  Wage  costs  are  not  its  problem; 
Eastern  employees  were  the  first  to 
give  back  part  of  their  regulated  fat. 
The  problem  is  that  Eastern  tried  to 
spend  its  way  out  of  the  hole  by 
buying  new,  more  efficient  equip- 
ment. This  worked  in  regulated  times 
if  average  operating  costs  could  be 
reduced  below  the  level  allowed  when 
fares  were  set.  Trouble  is,  now  the 
market  sets  fares.  So  Eastern  merely 
weakened  its  already  shaky  balance 


sheet.  With  $2  billion  in  long-term 
debt,  its  debt-to-equity  ratio  is  the 
third  worst  in  the  list.  One  bright 
spot:  its  profitable  shuttle. 

Republic  Airlines,  at  the  bottom  of 
the  Forbes  Profitability  Yardsticks 
and  staggering  under  a  plainly  unten- 
able 14.9-to-l  debt-to-equity  ratio,  is 
in  even  graver  danger.  Republic  was 
created  by  a  merger  allowed  because 
the  two  route  systems  connected  end 
to  end  and  therefore  raised  no  anti- 
competitive questions.  That  is  Re- 
public's problem:  Its  management  is 
stretched  as  tight  as  its  route  pattern 
and  its  equity. 
In  only  marginally  better  shape  are 
airlines  like  Western  (with 
bad  labor  relations,  a  weak 
balance  sheet  and  a  highly 
competitive  market)  and 
Continental,  which  is  other- 
wise known  as  Texas  Air 
Corp.  Industry  leaders  are 
waiting  to  see  if  Continen- 
tal's chairman  and  president, 
Frank  Lorenzo,  succeeds  with  his  bold 
strategy  of  using  the  bankruptcy  laws 
to  wrestle  down  his  labor  costs. 

The  jury  is  also  out  on  another 
imaginative  ploy:  Frontier  Airlines 
created  a  second,  nonunion  and  there- 
fore lower-cost  parallel  airline  called 
Frontier  Horizons,  which  will  operate 
in  the  same  market  as  its  parent.  If 
this  move  succeeds,  it  will  likely  be 
imitated. 

Economic  recovery  came  just  in  the 
nick  of  time  for  other  airlines:  Pan 
American,  for  example,  is  for  now  at 
least  off  the  critical  list,  as  the  strong 
dollar  triggered  a  big  jump  in  overseas 
vacation  travel.  But  there  are  plenty  of 
questions  about  its  international 
competitor,  Trans  World  Airlines, 
which  is  being  spun  off  from  its  hold- 
ing corporation  to  go  on  its  own.  The 
outcome  is  likely  to  be  that  its  siz- 
able,  loss-making  domestic  routes 
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could  shrink  by  perhaps 
as  much  as  half.  If  TWA 
does  contract  that  much 
in  the  home  market,  it 
could  really  be  a  blessing 
for  the  most  obvious  gainers  this  com- 
ing year:  American,  Delta,  Northwest 
and  United  Air  Lines.  Despite  ups  and 
downs,  these  four  have  the  strength, 
financial  stability,  markets  and  man- 
agements to  adapt  to  competition. 

Delta  is  the  most  conservative  of 
the  bunch.  Yet  listen  to  Chairman 
David  Garrett:  "You  have  to  have  a 
continuous  program,  almost,  to  re- 
look  at  where  you  are  flying,  what 
cities  you  go  into  as  new  markets,  to 
tie  into  the  schedule."  United  has 
been  the  most  aggressive  in  mass  mar- 
keting. The  tip-off  to  United's  change 
in  strategy  is  the  fact  that  it  has  re- 
entered many  small  markets  in  the 
West  that  it  dropped  early  in  deregula- 
tion. In  1984  it  will  operate  in  43  of 
the  lower  48  states. 

Now  that  American  has  cost-cut- 
ting deals  similar  to  United's,  the 
fight  will  be  on  (see  box,  opposite). 
Meanwhile,  Northwest,  with  the  air- 
line industry's  soundest  balance 
sheet,  is  trying  to  shuck  the  image  of 
being  a  fuddy-duddy,  low-cost  (poor 
service)  airline.  It  is  going  after  in- 
creased traffic,  as  well,  and  has  or- 
dered 20  Boeing  757s. 


Backed  by  such  things  as  United's 
and  American's  computer  reservation 
systems  (being  imitated  by  Delta  and 
others  on  a  smaller  scale)  and  the  suc- 
cess of  "frequent  flyer"  loyalty 
schemes,  the  market  share  held  by 
these  four  has  been  increasing,  to  over 
56%  of  all  scheduled  domestic  traffic 
in  1983.  This  has  raised  fears  among 
competitors  that  the  collective  mar- 
ket share  of  the  four  might  reach  65% 
before  the  next  recession. 

This  is  unlikely.  Certainly  the  Big 
Four  will  grow  stronger.  But  the 
chances  are  they  will  channel  future 
profits  into  strengthening  their  bal- 
ance sheets  rather  than  going  for  in- 
creased market  share.  A  straw  in  the 
wind:  American  ended  the  year  with 
almost  $1  billion  in  cash  but  will  add 
only  a  few  new  aircraft  in  1984  (prob- 
ably DC-9-80s,  according  to  Cran- 
dall).  Even  Delta,  which  has  been  on 
an  aircraft  shopping  spree,  is  cutting 
back  now  and  has  pushed  back  deliv- 
eries of  some  of  the  Boeing  767  and 
757  aircraft  it  has  on  order,  reducing 
its  capital  spending  program  over  the 
coming  three  years  to  around  $500 
million  a  year.  While  Delta's  Garrett 
denies  that  this  was  prompted  by  bal- 
ance sheet  considerations,  it  is  a  fact 
that  in  1983  Delta's  long-term  debt 
had  tripled,  to  around  $1  billion.  By 
year-end  over  $150  million  had  been 


trimmed  from  that  so  that  future 
spending  can  now  be  handled  by  inter- 
nal cash  flow  and  the  sale  of  second- 
hand aircraft. 

Two  other  factors  argue  against 
such  a  market  share  push  by  the  Big 
Four:  First,  Washington  might  be 
tempted  to  reregulate  if  that  hap- 
pened. Second,  competition.  The  air- 
lines once  called  regionals,  like  US 
Air  and  Piedmont,  are  also  out  there 
growing  and  making  good  returns — 
more  than  any  of  the  big  trunk  lines, 
as  one  glance  down  the  latest  12 
months  column  in  the  Forbes  return 
on  equity  rankings  will  attest.  And 
then  there  is  the  group  of  new  jet 
carriers  (including  a  newborn  son  of 
Braniff ),  that  has  emerged  since  dereg- 
ulation, on  the  wings  of  Wall  Street's 
new  issue  boom.  There  are  now  21  of 
them  in  service,  and,  while  they  con- 
trolled only  2.5%  of  traffic  in  1983, 
they  have  had  a  sizable  effect  on  the 
market  power  of  the  majors. 

This  has  been  no  easy  matter,  of 
course,  since  even  the  majors  are  ag- 
gressively cutting  costs  these  days. 
For  the  startups,  the  secret  has  been  to 
find  a  marketing  niche. 

New  York  Air,  owned  75%  by  Tex- 
as Air  Corp.,  had  three  different  ap- 
proaches before  it  decided  to  go  for  the 
business  traveler  as  well,  and  not  only 
those  interested  in  the  lowest  possi- 
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Yardsticks  of  management  performance 


Profitability 


Return  on  equity 

Return  on  total  capital 

Sales 

Earnings 
per  share 

Company 

5-year 
rank 

5-year 
average 

latest 
12 

months 

debt/ 

equity 

ratio 

5-year 
rank 

5-year 
average 

latest 
12 

months 

net 

profit 

margin 

5-year 
rank 

5-year 
average 

5-year 
rank 

5-yeaj 
avera 

Federal  Express 

1 

33.7% 

22.0% 

0.5 

2 

22.0% 

14.7% 

8.9% 

1 

50.8% 

1 

51.43 

Emery  Air  Freight 

2 

26.5 

24.1 

1.4 

1 

22.3 

13.5 

3.2 

13 

13.8 

5 

2.4, 

USAir  Group 

3 

20.9 

12.7 

0.7 

3 

12.1 

8.9 

4.5 

6 

19.5 

2 

26.9 

Piedmont  Aviation 

4 

20.9 

6.8 

1.5 

4 

10.2 

4.5 

2.1 

4 

25.1 

3 

13.8 

Frontier  Holdings 

5 

14.1 

def 

1.0 

5 

9.6 

def 

def 

7 

19.2 

4 

4.2 

PSA 

6 

13.1 

def 

1.7 

6 

8.4 

0.7 

def 

8 

19.0 

D-P 

Delta  Air  Lines 

7 

8.2 

def 

0.9 

7 

5.5 

def 

def 

9 

15.5 

6 

-4.9' 

Northwest  Airlines 

8 

3.2 

4.2 

0.0 

11 

2.4 

3.4 

1.7 

10 

15.1 

7 

-16.3 

AMR 

9 

def 

9.9 

1.6 

9 

3.0 

6.8 

2.4 

12 

13.9 

8 

P-D 

Trans  World 

10 

def 

def 

1.5 

8 

3.9 

3.6 

def 

17 

10.4 

8 

P-D 

UAL 

11 

def 

2.0 

1.5 

12 

1.6 

3.8 

0.7 

15 

11.0 

8 

P-D 

Tiger  International 

12 

def 

def 

4.8 

13 

1.5 

def 

def 

5 

23.8 

8 

P-D! 

Pan  Am  World  Airways 

13 

def 

def 

3.7 

17 

def 

def 

def 

11 

14.7 

8 

P-D 

Eastern  Air  Lines 

14 

def 

def 

5.4 

14 

1.3 

def 

def 

14 

13.5 

8 

P-D' 

Western  Air  Lines 

15 

def 

def 

5.2 

16 

def 

def 

def 

16 

10.5 

8 

P-D' 

Texas  Air 

16 

def 

def 

8.5 

10 

2.9 

def 

def 

2 

46.6 

16 

D-D' 

Republic  Airlines 

17 

def 

def 

14.9 

15 

def 

def 

def 

3 

42.1 

8 

P-D 

Industry  medians 

def 

def 

1.5 

3.0 

0.7 

def 

15.5 

P-D 

All-industry  medians 

15.1 

12.6 

0.4 

10.8 

8.6 

3.5 

12.4 

9.4 

Growth 


Note:  Explanation  of  Yardsticks  calculations  on  page  38 

^Four-year  growth.    P-D:  profit  to  deficit.    D-P:  deficit  to  profit;  not  ranked.    D-D:  deficit  to  deficit,    def  deficit. 
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ble  fare.  It  turned  a  profit  for  the  first 
',  time  last  summer.  Others,  such  as 
Midway  and  America  West,  have  also 
gone  for  the  business  market  in  simi- 
I  lar  ways:  low  but  not  rock-bottom 
i  fares;    fewer,    bigger   seats;  decent 
:  snacks;  free  drinks;  and  carry-on  bag- 
;  gage  space.  Most  important,  from  the 
;  airlines'  view,  they  have  centered 
their  operations  at  hubs  not  dominat- 
ed by  even  a  big  regional  like  Frontier. 
"You  have  to  offer  something  differ- 
ent to  persuade  passengers  to  choose 
you  over  other  carriers,"  says  Mark 
Coleman,  marketing  vice  president 
for  America  West,  which  plans  to  add 
two  to  three  new  aircraft  every  90 
days  until  it  has  over  40  in  all. 

One  saving  grace  is  the  so-called 
halo  effect:  Low  fares  and  new  service 
attract  people  who  would  not  other- 
•  wise  have  flown  at  all.  For  example,  a 
j  new  carrier,  Jet  America,  began  oper- 
ating from  a  base  at  Long  Beach,  Cal- 
if., an  airport  ignored  by  the  majors. 
!  American  and  United  both  moved  in 
promptly.  But  instead  of  squashing  Jet 
;  America,  the  addition  of  the  two  ma- 
i  jors  in  this  case  made  Long  Beach  a 
t  more  attractive  airport,  and  people  be- 
gan driving  there  instead  of  fighting 
;  the  freeways  to  Los  Angeles  airport. 

The  classic  example  of  the  halo  is 
I  the  small-package  overnight  delivery 
1  business.  Invented  by  Federal  Express' 
4  chairman  and  president,  Fred  Smith, 
:  it  has  been  widely  copied.  Now  every- 
t  body  is  inured  to  the  outrageous  no- 
:  tion  of  spending  at  least  $10  to  do 
j  what  the  Postal  Service  should  do  for 
:  pennies.  But  look  at  the  table.  Emery 
I  Air  Freight  is  right  up  there  on  the 
;  industry  Profitability  Yardsticks  with 
Federal,  outperforming  all  others. 
Deregulation  is  also  having  a  major 
i  effect  on  the  aircraft  that  the  airlines 
I  now  want  to  operate.  Summing  it  up 
:  neatly,  US  Air's  chairman  and  presi- 
dent, Edwin  Colodny,  says:  "Under 
deregulation,  smaller  is  better."  Why? 
Because — apart  from  their  lower  oper- 
i  ating  costs — three  smaller  planes  re- 
;  placing  one  big  one  can  tackle  three 
;  market  segments  instead  of  one. 
Out  in  California,  where  United  is 
back  in  all  sorts  of  markets,  the  local 
carrier,   Pacific  Southwest  Airlines 
(PSA),  has  simply  switched  to  the  pe- 
ripheral airports  around  those  big 
I  cities.  The  problem  is  that  many  of 
'  these  airports,  like  Orange  County 
and  Burbank,  are  in  very  noise-con- 
j  scious  communities  and  some  are  in 
j  very  small  markets.  So  PSA  ordered 
t  20  of  British  Aerospace's  BAe  146 
"feederliners,"  which  have  100  seats 
and  the  virtue  of  being  quiet. 
But  as  airline  deregulation  moves 


American  Airlines  is  now  two 
airlines  in  one,  says  President 
Bob  Crandall.  There's  the  old, 
high-cost  airline  and  the  new,  low- 
cost  one — that  is,  new  employees 
hired  at  substantially  lower  pay. 

"Our  new  labor  contracts  make 
it  possible  for  us  to  grow  at  costs 
that  are  very  competitive  with  new 
carriers,"  says  Crandall.  "The  larg- 
er we  make  the  company,  the 
greater  average  effect  we  have  on 
overall  costs  and  the  more  we  get 
from  the  low-cost  growth." 

It  means  a  couple  of  other  major 
things,  too.  Instead  of  grounding 
older  Boeing  727-100s  as  uneco- 
nomic, they  can  be  profitably  kept 
in  service.  That  will  give  American 
22  or  23  aircraft  already  paid  for 
and  ready  to  go  that  it  would  other- 
wise have  had  to  replace.  "When 
you  sell  old  airplanes,  they  don't 
get  ground  up  and  made  into  tuna 
cans,-  they  go  to  a  competitor.  In- 
stead, now  that  we  can  afford  it, 
why  not  fly  them  ourselves?"  asks 
Crandall. 

Lower  break-even  points  will 
also  allow  American  to  compete  in 
smaller  market  segments  it  could 
not  profitably  enter  before.  Cran- 
dall also  expects  the  company  to 
have  more  confidence  in  planning 
new  equipment  orders. 

But  that's  for  the  future,  he  says. 
American  has  $1  billion  in  cash 
reserves,  but  unless  interest  rates 
fall  sharply,  Crandall  doesn't  plan 
to  retire  much  of  the  company's 
$1.5  billion  long-term  debt,  diver- 
sify out  of  the  industry  or  go  on  an 
aircraft  buying  spree.  Better  to  stay 
liquid. 

What  does  he  want  to  do?  Cran- 
dall, known  for  being  earthily  out- 
spoken, is  the  guy  who  was  taped 


toward  its  final  official  act — the  sun- 
set of  the  Civil  Aeronautics  Board  on 
Dec.  31,  1984 — there  is  an  ominous 
ring  to  one  change  under  way. 

Part  of  the  fallout  of  the  Continen- 
tal "bankruptcy"  was  that  other  carri- 
ers refused  to  carry  passengers  hold- 
ing Continental  tickets.  Until  then 
tickets  from  a  carrier  in  trouble  had 
been  accepted  as  an  offshoot  of  the 
airlines'  industrywide  interline  agree- 
ments under  what  was  called  the  de- 
fault protection  plan.  Now,  United, 
American  and  Delta  have  led  a  move 
to  end  this  industrywide  deal  and  to 


in  February  1982  seemingly  talk- 
ing about  fares  with  Howard  Put- 
nam, then  boss  of  old,  broke  Bran- 
iff.  He  got  into  hot  water  with  the 
Justice  Department  over  that,  and 
again  over  bias  in  the  computer 
reservation  systems  that  American 
and  United  dominate. 

He  concedes  that  the  major  car- 
riers may  have  to  give  ground  on 
the  computer  reservation  matter. 
But  all  that  does  not  inhibit  him 
from  coming  up  with  ideas  that 
will  raise  yet  more  flags  at  the  Jus- 
tice Department — which  of  course 
is  certain  to  gain  increased  influ- 
ence through  its  antitrust  powers 
over  the  airline  industry  once  the 
Civil  Aeronautics  Board  dies. 

For  example,  Crandall  is  no  big 
fan  of  the  CAB's  old  policy  of  op- 
posing airline  mergers  unless  one 
party  was  at  death's  door,  and  then 
to  insist  that  the  acquiror  take  on 
all  the  employees  of  the  acquired. 
"That  policy  encouraged  people  to 
leave  a  company  alone  until  it 
failed  and  then  to  acquire  only  its 
assets.  Maybe  that's  not  the  smart- 
est social  policy,"  says  Crandall. 

He  also  favors  greater  standard- 
ization of  aircraft,  which  today  ar.e 
often  extensively  modified  to  suit 
individual  carriers'  whims.  Stan- 
dardized aircraft,  says  Crandall, 
could  be  priced  and  depreciated  ac- 
cording to  their  actual  useful  life, 
say  20  years,  instead  of  the  much 
shorter  period  often  used,  especial- 
ly by  normally  profitable  carriers 
like  Delta  and  Northwest.  And 
why  not  finance  such  deals  off  the 
airlines'  books,  through  some  kind 
of  "Hertz-rent-a-plane,"  the  way 
railroad  tank  cars  are  financed? 

Nothing  like  a  little  adversity  to 
stir  the  mental  juices. — H.B. 


switch  instead  to  a  system  of  bilateral 
agreements,  so  that  they  only  make 
swap  agreements  with  carriers  not  in 
any  trouble. 

Taken  to  an  extreme  not  yet  even 
hinted  at,  this  kind  of  picking  at  the 
edges  of  the  interline  agreement  (a 
cornerstone  of  the  industry's  develop- 
ment over  the  years)  could  end  up  so 
that  passengers  could  not  check  their 
bags  through  on  airlines  with  no 
agreement,  instead  being  forced  to 
buy  separate  tickets  and  all  sorts  of 
other  horrors.  Now,  that  really  would 
give  deregulation  a  bad  name.  ■ 
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For  1984  and  1985,  order  books  are  fat,  and 
alls  right  with  the  world for  most  companies. 
How  many  other  industries  can  say  the  same? 


Aerospace 
and  defense 


search  for  the  Air  Force. 

GD  did  have  a  few  setbacks  in  1983. 
It  lost  $1  billion  in  potential  business 
when  the  Army  canceled  the  Viper 
antitank  missile  program  because  it 
proved  unable  to  penetrate  the  latest 
Soviet  armor.  The  fact  that  the  price 
of  the  missile  had  also  increased  from 
$78  to  $1,000  each  probably  didn't 
help.  So  the  Army  is  now  testing  a 
Swedish  antitank  missile,  the  AT-4. 

It  was  an  important  year  for  a  cou- . 


By  Subrata  N.  Chakravarty 

In  the  third  year  of  the  Reagan 
defense  buildup,  14  of  the  30  aero- 
space and  defense  industry  lead- 
ers ranked  below  were  already  show- 
ing improved  profitability  on  the  lat- 
est 12-month  Yardsticks. 

More  than  doubling  its  return  in  the 
past  12  months  was  General  Dynam- 
ics, the  nation's  largest  defense  con- 
tractor, which  kept  rolling  along  with 
three  major  programs — the  Trident 
submarine,  the  FT  6  fighter  and  the 
Ml  tank — and  a  host  of  smaller  ones. 
The  third  $1.3  billion  Trident  was 
delivered  to  the  Navy,  one  began  sea 
trials  and  seven  more  are  on  order. 
With  the  Navy  planning  to  build  at 
least  15  of  the  gigantic  submarines, 
the  program  should  continue  well 
into  the  next  decade.  The  company 
also  won  a  major  victory  in  1983 
when  Turkey  picked  GD's  FT 6  fight- 
er for  its  air  force.  The  contract,  worth 
some  $5  billion  over  the  next  five 
years,  is  the  first  time  the  cheaper  F- 
16  has  beaten  out  McDonnell  Doug- 
las' F/A-18  in  head- to-head  competi- 
tion for  foreign  orders.  GD  believes  it 
won't  be  the  last.  "We  believe  we 
have  an  edge  in  small  countries, 
where  cost  is  a  more  important  fac- 
tor," says  GD  Chairman  David  Lewis. 

With  the  old  Chrysler  tank  division 
a  part  of  GD  for  a  full  year,  Lewis  says 
the  company  has  solved  some  techni- 
cal problems  on  the  troubled  Ml  tank, 
and  the  tanks  are  now  being  turned 
out  at  the  rate  of  60  per  month. 

General  Dynamics  also  makes  sea- 
and  land-launched  cruise  missiles,  of 
the  type  some  Europeans  have  been 
demonstrating  against,  and  a  variety 
of  tactical  missiles.  In  the  wings,  Lew- 
is hopes,  is  a  small,  mobile  compan- 
ion to  the  MX  ballistic  missile, 
dubbed  the  Midget  Man,  on  which 
GD  has  done  much  of  the  initial  re- 


Grumman 's  X-29 

The  technology  of  the  future? 

pie  of  other  contractors  as  well.  Large 
orders  for  FMC  Corp.'s  M2  Infantry 
Fighting  Vehicle  (Forbes,  Nov.  7, 
1983)  added  that  company  to  the  aero- 
space and  defense  industry  listing. 
Tenneco  did  not  get  added  to  the  list, 
but  the  future  of  its  Newport  News 
division  is  assured  for  years  to  come, 
not  only  because  it  is  the  designer  and 
one  of  the  builders  of  the  Los  Angeles 
class  attack  submarines  but  also  be- 
cause it  is  the  only  builder  of  aircraft 
carriers.  Under  construction  is  the 
nuclear  supercarrier  Theodore  Roose- 
velt. In  1983  Congress  funded  two 
more:  the  George  Washington  and  the 
Abraham  Lincoln.  That  will  keep  the 


yard  busy  well  into  the  next  decade. 

It  was  also  a  big  year  for  Rockwell, 
which  now  gets  over  60%  of  its  rev- 
enues from  government  business.  As 
the  company  began  building  the  first 
B-1B  bombers  in  the  100-aircraft,  $20 
billion  program,  revenues  on  the  con- 
tract jumped  from  $650  million  in 
1982  to  $1.7  billion  in  1983  and 
should  hit  $2.2  billion  in  1984.  Also 
important  for  Rockwell  is  the  fact 
that  Congress  finally,  if  reluctantly, 
funded  the  MX  missile.  Martin  Mar- 
ietta may  be  the  prime  contractor,  but 
at  this  stage  Rockwell  has  the  largest 
share  of  the  revenues.  Work  on  the 
fourth-stage  engine  and  the  guidance 
and  control  system  has  so  far  brought 
in  $1.5  billion. 

Meanwhile,  its  defense  electronics 
grew  spectacularly,  to  $1.2  billion,  in 
1983.  "We  expect  it  to  continue  to 
grow  sharply,"  says  Rockwell  Presi- 
dent Donald  Beall,  with  good  reason. 
Rockwell  also  won  a  $1.2  billion  mul- 
tiyear  contract  for  construction  of  the 
Navstar  satellite  navigation  system 
for  the  Air  Force.  That  helped  ease  the 
pain  of  the  stunning  loss  to  Lockheed 
of  a  15-year,  $6  billion  operations  con- 
tract for  the  space  shuttle  program, 
blamed  by  some  on  Rockwell's  man- 
agement control  problems.  Says  Beall: 
"It  hurts  more  from  the  standpoint  of 
pride  than  it  does  financially." 

McDonnell  Douglas  Corp.  execu- 
tives must  have  heaved  a  sigh  of  relief 
in  1983.  MDC's  major  hope  for  de- 
fense revenues  ($40  billion  worth)  is 
the  F/A-18  strike  fighter  for  the  Navy. 
That  program  won  approval  and  fund- 
ing last  year  despite  strong  congres- 
sional criticism,  (Forbes,  Apr.  11, 
1983),  increasing  the  likelihood  that 
most  of  the  intended  1,400  aircraft 
will  eventually  be  built.  "The  plane  is 
really  proving  itself  with  the  people 
that  use  it,"  says  McDonnell  Douglas 
CEO  Sanford  McDonnell. 
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For  New  York's  Grumman  it  was 
the  year  of  the  lobbyist.  The  Navy  had 
proposed  halting  production  of  the 
F-14  fighter  and  the  A-6  bomber  until 
the  aircraft  could  be  upgraded  in  1989. 
Frantic  lobbying  and  the  support  of 
the  House  Defense  Appropriations 
subcommittee  chairman,  Queens, 
N.Y.  Representative  Joseph  Addabbo, 
helped  to  persuade  the  Navy  to  recon- 
sider its  plans.  For  the  moment, 
Grumman  retains  its  stable  of  five 
aging  Navy  planes,  plus  the  reconfi- 
guration of  an  Air  Force  bomber  for 
electronic  warfare  and  several  sub- 
contracts. The  company's  perfor- 
mance was  also  sharply  improved — 
return  on  equity  almost  doubled  last 
year — by  the  disposal  of  its  disastrous 
Flxible  bus  division.  A  major  hope  is 
the  X-29  forward  swept  wing  aircraft, 
whose  technology  might  be  impor- 
tant to  future  generations  of  aircraft. 

But  there  were  setbacks  in  the  de- 


Aerospace  and  defense 


fense  business,  too.  Todd  Shipyards, 
1983's  industry  leader,  clung  to  its  top 
ranking,  but  its  12-month  return  on 
equity  dropped  sharply  because  of  the 
increase  in  equity,  the  recession  in 
commercial  shipbuilding  and  heavy 
capital  expenditures  to  expand  facili- 
ties. Also,  a  nine-week  strike  in  two 
West  Coast  shipyards  wiped  out  the 
company's  second  quarter.  But  all 
that,  says  Chairman  J.T.  Gilbride,  is 
in  the  past.  With  $759  million  in 
backlogged  contracts  for  frigates,  and 
the  hope  of  additional  contracts  as 
well,  "Nineteen-eighty-four  will  be  a 
very  satisfactory  year,"  Gilbride  pre- 
dicts happily. 

Not  every  defense  contractor  can 
say  that.  Take  Northrop.  On  the  Yard- 
sticks, the  company  looks  perfectly 
respectable,  having  improved  its  fi- 
nancial position  enormously  in  1983, 
turning  a  loss  into  a  substantial  profit 
in  the  first  nine  months  of  the  year.  In 


part  that  was  the  result  of  its  40% 
share  of  the  FT  8  program,  its  research 
contract  on  the  "Stealth"  bomber  and 
navigation  and  guidance  subcontracts 
for  several  missiles.  The  largest  part 
of  the  swing,  however,  came  from  re- 
duced expenditures  on  the  F-20  fight- 
er, which  was  to  have  been  North- 
rop's  shining  light  until  the  huge, 
hoped-for  orders  for  the  Stealth  bomb- 
er materialized  at  the  end  of  the  de- 
cade. Alas,  would  'twere  so. 

The  F-20  is  a  follow-on  to  North- 
rop's  earlier  F-5,  which  was  the  work- 
horse of  30  air  forces.  But  the  F-20  is 
relatively  cheap,  versatile  and  inde- 
pendently developed,  and  paid  for — 
and  these  seeming  virtues,  ironically, 
constitute  a  problem.  The  U.S.  Air 
Force  didn't  find  the  F-20  technologi- 
cally flashy  enough  to  buy.  Mean- 
while, many  of  the  nations  that  fly 
the  F-5  and  are  the  most  likely  cus- 
tomers for  the  F-20  have  been  offered 


Yardsticks  of  management  performance 
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D-D:  deficit  to  deficit.    D-P:  deficit  to  profit;  not  ranked,    def:  deficit.    "Not  available;  not  ranked. 
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the  flashier  F-16  by  the 
U.S.  government.  After 
all,  every  F-16  it  helps 
sell  recovers  for  the  gov- 
ernment   part    of  the 


money  it  paid  General  Dynamics  to 
develop  the  plane.  But  every  F-20  it 
helps  to  sell  only  adds  to  Northrop's 
bottom  line  and  Chairman  Thomas  V. 
Jones'  bonus.  The  result  is  that,  after 
years  of  sales  efforts  and  more  than  a 
year  of  flight  demonstrations,  Nor- 
throp has  yet  to  garner  an  order  for  the 
F-20.  Despite  strenuous  denials  by  the 
company,  Northrop  may  have  to 
abandon  its  $600  million  investment 
in  the  F-20.  The  investment  has  been 
charged  off  as  incurred,  so  ending  the 
program  won't  mean  massive  write- 
offs. It  will,  however,  somewhat 
blight  the  next  few  years. 

The  commercial  aerospace  picture 
still  looks  gloomy  domestically.  It 
takes  healthy  airlines  to  support  a 
commercial  aircraft  business,  and 
most  airlines  are  anything  but 
healthy  at  the  moment  (see  p.  139). 


Still,  with  traffic  building  up  a  little, 
so  is  the  order  rate.  In  the  highly  com- 
petitive medium-range  market,  Mc- 
Donnell Douglas  got  orders  for  34 
150-seat  MD-80  jets  in  the  first  three 
quarters  of  1983,  vs.  7  in  1982.  Wheth- 
er it  can  match  the  77  planes  ordered 
in  1982's  fourth  quarter  won't  be 
known  for  a  while. 

McDonnell  Douglas  has  yet  to 
make  a  cumulative  profit  in  commer- 
cial aircraft  after  more  than  17  years 
in  the  business,  but  that  doesn't  keep 
Sandy  McDonnell  from  hoping. 
"Sooner  or  later,  airline  financial  per- 
formance will  emerge  from  the  effects 
of  deregulation  and  the  recession,"  he 
says  optimistically.  He  obviously 
doesn't  think  that's  going  to  be  any 
time  soon,  however.  MDC  just  can- 
celed development  on  two  new 
planes:  the  MD-90  and  MD-100.  So 
for  the  foreseeable  future,  they  have 
only  the  MD-80  in  the  commercial 
aircraft  market.  In  the  meantime, 
MDC  has  apparently  decided  to  con- 
centrate on  building  its  promising 


computer  business  via  the  proposed 
$400  million  acquisition  of  Tym- 
share,  an  information  and  telecom- 
munications company. 

Boeing,  with  orders  for  117  planes 
in  the  first  three  quarters,  topped  its 
total  for  all  of  1982.  But  it  remains 
very  cautious  about  the  significance 
of  the  pickup  in  orders.  One  reason  is 
that  almost  70%  of  those  orders  came 
from  foreign  airlines,  which  shows 
that  domestic  airlines  have  yet  to  turn 
the  corner.  Boeing's  drawing  boards 
are  not  crowded,  either.  Only 
stretched  variants  of  the  737  and  the 
767  are  under  development. 

If  1983  was  a  boom  year  for  the 
defense  business  and  only  modestly 
encouraging  for  commercial  aircraft, 
it  was  an  unmitigated  disaster  for 
business  and  civil  aircraft.  Cessna  has 
been  in  a  two-year  tailspin,  tumbling 
to  a  $19  million  loss,  the  first  in  its 
history,  versus  a  profit  of  over  $60 
million  as  recently  as  1981.  The  rest 
of  the  companies  in  civil  aviation  are 
doing  no  better,  although  Piper  and 
Beech,  as  divisions  of  larger  compa- 
nies, are  somewhat  sheltered  and 
Gates  Learjet  was  bailed  out  by  a  large 
Air  Force  lease  order  in  1983. 

For  most  defense  contractors  the 
question  of  the  hour  is  whether  fur- 
ther increases  in  defense  spending  are 
likely.  It  was  a  struggle  to  get  an  infla- 
tion-adjusted 3%  real  increase  in 
funding  for  fiscal  year  1984,  despite  | 
President  Reagan's  demands  for  a 
10%  hike.  And  fiscal  1985  could  be 
even  more  of  a  struggle.  Congress, 
eyeing  the  1984  election,  is  increas- 
ingly restive  about  raising  the  defense  J 
budget  at  the  expense  of  social  pro- 
grams. According  to  Wolfgang  De- 
misch,  First  Boston's  respected  aero- 
space analyst,  Defense  Secretary  Cas- 
par Weinberger  reportedly  plans  to 
ask  for  a  phenomenal  increase  of  $53 
billion,  or  21%,  in  the  fiscal  year  1985 
defense  budget,  to  $310  billion.  His 
chances  of  getting  it,  however,  are 
virtually  nil.  "A  real  growth  of  5% 
will  be  hard  to  accomplish,"  says 
General  Dynamics'  David  Lewis. 

In  1 984  the  fight  to  limit  the  growth 
in  the  defense  budget  is  likely  to 
center  on  the  Navy.  But  defense  con- 
tractors aren't  really  too  worried 
about  it.  "The  Navy  program  is  so  far 
advanced,  there  is  no  way  you  can 
possibly  turn  it  off,"  says  Todd  Ship- 
yard's Gilbride.  "The  debate  will  go 
on,  but  the  Navy  will  get  its  600-ship 
fleet."  For  1984  and  1985,  anyway, 
order  books  are  fat  and  all's  right  with 
the  world  for  most  companies. 

How  many  other  industries  can  say 
as  much?  ■ 


More  bang  for  the  buck 


If  the  Pentagon  were  a  corpora- 
tion, Deputy  Secretary  of  De- 
fense Paul  Thayer  would  be  its 
chief  operating  officer.  He  comes 
well  equipped  for  the  job.  A  one- 
time Navy  fighter  ace  and  test  pilot 
for  Vought  Corp.,  Thayer  became 
chief  executive  of  its  corporate  par- 
ent, LTV,  in  1970  and  pulled  it 
back  from  the  brink  of  bankruptcy. 
He  joined  the  Department  of  De- 
fense last  January  and  has  been  vo- 
ciferous about  the  need  for  better 
management  of  the  defense  bud- 
get. Here,  notes  from  a  recent  con- 
versation with  Thayer  on  some  im- 
portant concerns. 

You  have  said  procurement  costs 
could  be  reduced  from  10%  to  30%  if 
equipment  were  made  right  the  first 
time.  That's  quite  an  indictment  of 
defense  contractors. 
Thayer:  There  is  certainly  room  for 
improvement  there.  But  it's  not  al- 
ways the  fault  of  the  defense  con- 
tractor. I  think  there's  a  lot  of  room 
for  improvement  in  the  Pentagon 
and  the  acquisition  process,  too. 
It's  also  the  DOD  that  keeps 
changing  its  mind.  We  must  define 
what  we  want  well  enough  so  that 
there  is  little  room  for  misunder- 
standing in  the  design,  and  then 
stick  with  it.  You  don't  increase 
cost  effectiveness  when  you  jack  a 


program  around  from  year  to  year 
by  increasing  and  decreasing  its 
production  rate  because  of  budget 
restrictions.  Also,  [we  must]  keep 
changes  down  to  an  absolute  mini- 
mum, which  means  having  them 
approved  at  a  high  enough  level  so 
that  there  is  a  distinct  control  over 
changes  that  add  to  cost. 

What  else  can  be  done? 
Thayer:  A  lot  of  the  restrictions  that 
prevent  the  Department  of  De- 
fense from  saving  money  result 
from  congressional  interference. 
We  need  to  close  bases,  but  Con- 
gress won't  let  us.  Now,  we  should 
certainly  depend  on  Congress  to 
force  us  to  articulate  the  threat  and 
what  we  think  we  need  to  do  to 
respond  to  that  threat.  But  when  it 
comes  down  to  nickel-and-diming 
programs  and  just  arbitrarily  chop- 
ping here  and  there,  that's  no  way 
to  run  defense  procurement.  It 
louses  up  some  very  good  pro- 
grams. I  don't  think  they  should 
tell  you:  "You  can't  have  $2  billion 
in  order  to  make  this  program 
come  true.  We'll  give  you  half  of 
that,  but  go  ahead  and  make  it 
come  true  anyway."  Or  force  us 
into  taking  programs  that  we've 
not  even  asked  for.  Or  force  us  to 
take  money  from  one  program  and 
put  it  in  another. — S.N.C. 
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On  January  31, 1958,  the  future  began.  On  a  Florida 
beach  called  Cape  Canaveral.  With  the  launching 
of  Explorer  I  —  and  a  technological  revolution  so 
sweeping,  your  company  will  feel  it  for  years  to  come. 

The  scientists,  technicians,  and  managers 
who  created  that  revolution  are  still  at  work  in 
Florida.  Assembling  more  professionals  like  them- 
selves into  an  advanced  technological  base.  Accel- 
erating Florida's  growth  at  a  pace  few  other  states 
can  match.  And,  according  to  a  noted  economist, 
making  Florida  one  of  three  emerging  megastates 
which  will  shape  America's  future. 


So  if  your  business  is  affected  by  technology 
and  planning  for  the  future  (and  these  days,  which 
business  isn't?),  Florida's  a  great  place  to  see  it  grow. 

Write  Steve  Mayberry,  Director,  Division  of 
Economic  Development,  Florida  Department  of 
Commerce,  Suite  FB-19,  The  Collins  Building, 
Tallahassee,  Florida  32301.  Or  call  (904)  488-5507. 

And  don't  delay.  Because  the  future  belongs 
to  those  who  prepare  for  it. 


FLORIDA 


In  this  industry,  at  least,  deregulation  has  been  a 
real  blessing.  You  will  see  it  in  the  numbers  this 
year,  and,  most  probably,  in  the  years  that  follow. 


Railroads 


By  James  Cook 


AS  THE  NEWLY  DEREGULATED  $27 
billion  railroad  industry 
i  emerged  last  year  from  the 
worst  recession  since  the  Thirties,  the 
important  thing  was  that  the  industry 
overall  was  still  making  money.  Even 
Conrail,  repository  for  most  of  the 
bankrupt  railroads  in  the  East,  was 


$10  million  profit  for  Chicago  & 
North  Western. 

Coupled  with  the  fuel  cost  advan- 
tage the  energy  crisis  had  given  the 
railroads,  deregulation  seemed  finally 
to  have  arrested  the  long-term  decline 
in  the  industry's  market  share. 
Whether  such  gains  could  be  sus- 
tained, much  less  enlarged,  remains 
an  open  question.  But  for  the  first 


Southern  and  Norfolk  &  Western  crews  celebrate  merger-  day  at  Norfolk,  Va. 

One  good  merger  deserves  another.  But  how  far  should  the  industry  go? 


running  a  profit.  Only  Illinois  Central 
Gulf  showed  an  operating  loss. 

The  Staggers  Act  effectively  deregu- 
lated the  industry  three  years  ago,  and 
in  1983  the  effect  of  that  emancipa- 
tion finally  began  to  make  itself  felt. 
First-half  ton-miles  were  off  3.3%, 
but  as  the  recovery  gathered  steam  in 
the  third  quarter,  weekly  ton-miles 
began  rising  by  6%,  8%,  10%  and 
more.  Aided  by  an  accounting  change 
wherein  track  improvements  are  de- 
preciated rather  than  expensed,  the 
industry's  inherent  leverage  began 
producing  results — a  37%  third-quar- 
ter earnings  gain  for  Norfolk  South- 
ern, 55%  for  Burlington  Northern, 
and  a  $2.5  million  loss  converted  to  a 


time  in  a  half-century  the  opportunity 
at  least  is  there. 

The  consequence  of  deregulation, 
however,  was  to  encourage  every  rail- 
road in  the  business  to  become  more 
self-contained.  Because  most  of  the 
costs  of  rail  transport  lie  in  picking  up 
and  delivering  traffic,  railroads  have 
always  tried  to  get  as  long  a  haul  as 
possible,  so  as  to  generate  the  maxi- 
mum possible  revenue  to  offset  those 
costs.  To  be  sure  that  customers  had 
the  option  wherever  possible  of  con- 
sidering alternative  routes,  the  Inter- 
state Commerce  Commission  used  to 
require  the  railroads  to  set  joint  rates 
with  connecting  roads.  But  not  any- 
more. "Deregulation  has  got  rid  of  the 


antitrust  immunity,  and  that  makes 
it  difficult  to  talk  to  other  railroads," 
says  Norfolk  Southern's  Chairman 
Robert  B.  Claytor.  "It's  a  lot  easier  if 
you've  got  your  own  system  and  don't 
have  to  talk  to  anybody."  And  so  the 
rules  of  the  game  have  changed,  and 
railroads  across  the  country  have  be- 
gun closing  their  gateways — the  inter- 
change points  with  connecting  lines. 
"A  closed  gateway,"  explain's  Union 
Pacific's  boss,  William  S.  Cook,  "does 
not  entail  a  physical  closing  of  an 
interchange  point,  but  the  refusal  to 
post  a  tariff  [a  rate]  on  a  specific  com- 
modity at  that  interchange,  which 
technically  closes  that  routing  to 
competitive  participation." 

The  first  sign  of  what  was  to  come 
was  foreshadowed  in  1980  when 
Chessie  Systems  and  Seaboard  Coast- 
line merged  to  form  the  CSX  system. 
CSX  blanketed  much  of  the  area 
served  by  the  Southern  and  Norfolk  &. 
Western  systems.  Where  Chessie  and 
Seaboard  used  to  maintain  joint 
routes  with  Southern  and  N&W,  CSX 
could  often  offer  single-system  ser- 
vice between  those  same  points.  So  it 
no  longer  needed  Southern  and  N&.W. 

In  response,  Southern  and  N&W 
felt  they  had  no  choice  but  to  merge 
themselves.  So  18  months  ago  they 
became  the  Norfolk  Southern  system. 
"Each  railroad,"  says  Claytor,  "has  to 
serve  as  many  points  as  it  can  so  it  can 
compete." 

The  pressure  did  not  come  from 
CSX  alone.  Conrail's  predecessors  had 
complained  for  years  about  how  un- 
fairly revenues  were  divided  with  its 
connections  in  the  West  and  South. 
So  when  deregulation  took  place, 
Conrail  began  closing  gateways  and 
raising  switching  charges.  The  result 
was  that  piggyback  traffic,  which 
once  moved  out  of  Chicago  for  New 
York,  for  instance,  could  no  longer 
move  over  the  Norfolk  &  Western  to 
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2-WAY 
WRIST 

RADIO 


How  an  idea  in  yesterday's  funny  papers 
can  become  tomorrow's  financial  headlines. 


Dick  Tracy's  wrist  radio  used  to  belong  strictly  in 
he  Funnies. 

But  a  revolution  in  electronics  is  moving  ideas 
ike  these  onto  the  business  and  financial  pages. 

Thanks  to  super  microchips  made  of  a  semi- 
conducting compound  called  gallium  arsenide. 

These  miniature  integrated  circuits  work  ten 
imes  faster  than  conventional  silicon  chips. 
And  at  higher  frequencies  in  smaller  spaces. 
Which  could  make  possible  satellite  phone  calls 
rom  personal  wrist  phones. 

And  night  vision  devices  for  crime  detection  thou- 
sands of  times  more  efficient  than  the  human  eye. 
Considering  what  silicon  chips  did  for  the  elec- 


tronics industry  and  Wall  Street,  gallium  arsenide 
holds  great  promise. 

One  analysis  projects  the  U.S.  market  for  gallium 
arsenide  integrated  circuits  will  grow  from  $103 
million  to  nearly  $1.8  billion  over  the  next  nine  years. 

One  company  is  building  a  multimillion  dollar  re- 
search center  to  find  new  uses  for  gallium  arsenide. 

The  company7  ITT. 

We're  investing  in  the  future.  What  are  you 
investing  in? 

For  current  news  about  ITT 
Corporation,  phone  1-800-DIAL  ITT, 
toll  free  for  a  continuously  updated 
recorded  message. 

©  1984  ITT  Corporation,  320  Park  Avenue,  New  York  NY  10022 
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■^S^^l  Buffalo  and  then  to  New 
^  yA  York  by  way  of  Conrail's 
w2  Lehigh  Valley  affiliate. 
Henceforward,  it  would 
go  Conrail  all  the  way. 
"Conrail  will  not  work  with  you  if 
they  can  make  more  handling  it  on 
their  system,"  says  Claytor.  "That's 
understandable,  but  it's  a  conse- 
quence of  deregulation."  Another 
consequence,  of  course,  is  to  reduce 
the  shipper's  freedom  of  choice  in 
routing.  Often,  he  now  goes  all  the 
way,  or  not  at  all. 

Naturally,  competitors  retaliated 
where  they  could.  "Where  our  com- 
petitors have  initiated  such  activity," 
says  Santa  Fe's  recently  retired  chair- 
man, John  Reed,  "we  have  reciprocat- 
ed and  taken  other  steps  to  protect  our 
interests." 

In  the  West,  when  the  Union  Pacif- 
ic sucked  the  Missouri  Pacific  and 
Western  Pacific  into  its  craw,  it  cre- 
ated tremendous  competitive  pres- 
sures for  Southern  Pacific.  SP  claimed 
that  UP  was  planning  to  divert  over 
$90  million  a  year  in  westbound  traf- 
fic onto  its  newly  acquired  Western 
Pacific  lines  between  Ogden,  Utah 
and  San  Francisco.  Santa  Fe  could 
conceivably  have  gone  it  alone,  but 
not  Southern  Pacific,  and  once  Santa 
Fe  threatened  to  work  out  the  first 
transcontinental  rail  merger  by  ac- 
quiring Conrail,  Southern  Pacific 
bowed  to  the  inevitable  and  a  few 
weeks  later  agreed  to  merge  with  San- 
ta Fe.  The  $1  billion  in  cash  SP  will 
get  from  selling  Ticor  and  SP  Tele- 
communications (which  gives  SP  the 
highest  ROE  in  the  business)  would 
enable  the  merged  company  to  devel- 


op its  considerable  natural  resources 
and  real  estate  potential. 

So  thus  far  deregulation  has  stepped 
up  the  creation  of  a  half-dozen  over- 
lapping balanced,  regional  systems. 
All  six  have  produced  considerable 
uniformity  of  results,  though  the  in- 
clusion of  capital  gains  and  other  non- 
recurring gains  in  income,  as  in  the 
case  of  Southern  Pacific,  obscures  this 
on  the  Forbes  industry  Yardsticks  be- 
low. How  long  this  balance  will  be 
maintained  is  far  from  clear.  The  De- 
partment of  Transportation  is  eager  to 
sell  Conrail  to  somebody  to  get  it  off 
the  government's  back.  But  so  far  only 
Conrail's  labor  unions  have  made  a 
firm  offer,  and  the  DOT  would  like  a 
sponsor  with  somewhat  more  sub- 
stantial financial  resources:  Santa  Fe, 
Norfolk  Southern,  IU  International — 
all  of  whom  have  been  reported  to  be 
interested. 

With  its  plant  shrunken  and  its  la- 
bor force  reduced,  Conrail's  attrac- 
tions are  considerable.  Even  at  its 
new,  smaller  scale,  it  produces  close 
to  15%  of  all  rail  traffic  generated  in 
the  U.S.  With  enough  government 
pressure  behind  the  sale,  some  rail- 
road may  yet  leap  to  the  bait,  and  the 
race  to  create  countervailing  trans- 
continental systems  may  begin. 

Whether  the  U.S.  really  needs 
transcontinental  railroads  is  another 
question.  The  amount  of  transconti- 
nental traffic  is  minimal,  though  not 
so  minimal  as  to  discourage  an  ambi- 
tious CEO  from  winning  a  place  in 
history  by  establishing  one. 

Regional  systems  are  another  mat- 
ter. More  than  one  railroad  executive 
has  seen  the  attraction  of  regional  mo- 


nopolies of  the  sort  Conrail  represents 
in  the  Northeast  and  Burlington 
Northern  in  the  Northwest.  Even  so, 
to  commit  the  entire  rail  transport  of 
a  region  to  a  single  system,  as  the 
Penn  Central  merger  did,  may  pose 
risks  for  any  regional  economy  greater 
than  the  public  interest  would  find 
acceptable. 

Deregulation,  of  course,  did  more 
than  heighten  the  competition  be- 
tween the  emerging  single-line  sys- 
tems. It  also  increased  enormously 
the  industry's  ability  to  compete  and 
cooperate  with  the  trucking  industry. 
For  the  first  time  railroads  are  able  to 
set  piggyback  rates  as  they  please  and 
move  into  and  out  of  markets  at  will. 
"Rail  deregulation,"  as  the  Burlington 
Northern  sees  it,  "allows  us  to  offer 
contract  rates  and  other  services  that 
make  piggyback  more  attractive  to 
truck  lines.  This  intermodal  coopera- 
tion combines  the  flexibility  of  trucks 
with  the  inherent  efficiency  of  the 
railroad  and  lowers  shipping  costs  to 
customers." 

What  makes  piggyback  so  exciting 
is  that  it  has  been  opening  up  whole 
new  markets  to  the  railroads.  In  the 
last  half-century,  the  railroads  have 
come  to  depend  primarily  on  bulk 
commodities  like  coal,  grain  and 
chemicals  for  their  living.  Piggyback 
puts  the  industry  back  in  touch  with 
the  dynamic  growth  segments  of  the 
U.S.  economy,  from  high-technology 
products  to  perishables. 

Piggyback  traffic  has  been  growing 
briskly  for  some  time,  of  course.  It 
didn't  even  falter  during  the  reces- 
sion. But  the  gloves  are  now  off,  and 
railroads  like  Santa  Fe,  which  already 
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Yardsticks  of  management  performance 


Profitability 

Growth 

Earnings 

Return  on  equity 

Return  on  total  ca 

pital 

Sales 

per  share 

latest 

debt/ 

latest 

net 

5-year 

5-year 

12 

equity 

5-year 

5-year 

12 

profit 

5-year 

5-year 

5-year 

5-yea 

Company 

rank 

average 

months 

ratio 

rank 

average 

months 

margin 

rank 

average 

rank 

avera 

Chic  &  North  Western 

1 

16.8% 

5.2% 

1.2 

7 

6.5% 

4.7% 

1.1% 

5 

9.9% 

6 

9.6° 

Norfolk  Southern 

2 

14.0 

8.5 

0.3 

1 

8.7 

5.8 

9.5 

8 

8.3 

3 

13.6 

Union  Pacific 

3 

13.4 

9.4 

0.5 

2 

8.6 

5.5 

4.8 

1 

21.6 

4 

13.5 

Burlington  Northern 

4 

11.0 

13.0 

0.4 

3 

7.9 

9.3 

8.6 

3 

16.5 

1 

20.2 

Southern  Pacific 

5 

10.5 

22.7 

0.5 

5 

7.0 

13.1 

19.7 

7 

8.7 

2 

16.2 

Santa  Fe  Industries 

6 

10.4 

7.5 

0.2 

4 

7.1 

5.1 

5.9 

4 

13.0 

7 

9.2 

CSX 

7 

9.6 

4.1 

0.5 

6 

6.6t 

4.0 

2.8 

6 

9.6 

5 

10.1 

IC  Industries 

8 

8.3 

4.6 

0.8 

8 

5.5 

4.2 

1.6 

2 

16.5 

8 

3.1 

Industry  medians 

10.8 

8.0 

0.5 

7.1 

5.3 

5.4 

11.5 

11.8 

All-industry  medians 

15.1 

12.6 

0.4 

10.8 

8.6 

3.5 

12.4 

9.4 

Note:  Explanation  of  Yardsticks  calculations  on  page  38. 
tFour-year  average. 
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gets  over  25%  of  its  revenues  from 
piggyback,  hope  for  considerable 
growth  over  the  years  ahead.  Thanks 
to  piggyback,  in  Florida  and  Califor- 
nia CSX,  SP  and  Santa  Fe  once  again 
captured  an  important  chunk  of  the 
fresh  fruit  and  vegetables  traffic  they 
had  abandoned  to  the  truckers  a  quar- 
ter-century before. 

Most  railroads  are  not  likely  to 
move  into  trucking  as  such  on  any 
large  scale.  It's  too  costly,  too  difficult 
and  perhaps  too  incompatible  with 
the  railroads'  volume-approach  to  the 
business.  But  the  industry  may  well 
move  into  other  forms  of  transporta- 
tion. Both  Burlington  Northern  and 
CSX  (for  quite  different  reasons)  have 
moved  to  acquire  natural  gas  pipe- 
lines, BN  with  El  Paso  and  CSX  with 
|  Texas  Gas,  for  example.  More  to  the 
point,  CSX  has  also  asked  the  ICC  for 
permission  to  get  into  water  transport 
as  well,  having  acquired  American 
I  Commercial  Lines  with  Texas  Gas. 

Most  promising  of  all,   CSX  has 
I  worked  out  a  deal  to  lease  up  to  4,000 
miles  of  its  right-of-way  to  MCI  Com- 
munications for  a  high-speed  fiber- 
optic data  and  voice  communications 
line  in  exchange  for  $36  million  over  a 
:  period  of  years  and  free,  if  limited,  use 
i  of  the  MCI  system. 

Most  of  the  industry  remains,  in- 
I  evitably,  very  much  a  captive  of  its 
;  economic  geography.  If  you  serve  the 
:  South  or  West  where  the  local  econo- 
my has  been  booming,  as  the  Union 
i  Pacific  and  Norfolk  Southern  do,  you 
can  hardly  fail  to  outperform  the  Mil- 
j  waukee  or  Conrail,  which  serve  the 
industrially  stagnant  East  or  Mid- 
west. If  you  have  coal  or  grain  in  your 
I  territory,  as  Santa  Fe  and  Burlington 
Northern  have,  you  are  bound  to  out- 
:  perform  a  line  like  the  Southern  Pacif- 
ic, which  never  had  much  of  either, 
:  never  mind  the  Illinois  Central  Gulf, 
!  which  faces  barge  competition  the 
length  of  its  mid-America  route. 

So  it's  even  more  surprising  that,  by 
and  large,  the  railroads  have  been  so 
i  late  in  diversifying  and  then  have 
done  it  so  fitfully.  In  the  West,  where 
the  Santa  Fe,  Southern  Pacific,  Union 
Pacific  and  Burlington  Northern  had 
their  land  grant  heritage  from  the 
19th  century,  the  railroads  have  been 
slow  to  capitalize  on  them.  Nobody 
:  has  gone  farther  and  faster  than  the 
I  Union  Pacific,  which,  since  the  acqui- 
}  sition  of  Champlin  Petroleum  in 
f  1970,  is  more  oil  company  than  rail- 
;  road.  (The  oil  component,  in  fact, 
largely  explains  why  both  Union  Pa- 
:  cific  and  Santa  Fe  have  grown  much 
faster  than  the  industry  in  recent 
years.)  But  Santa  Fe  and  Burlington 
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have  worked  hard  to  catch  up,  Santa 
Fe  with  its  holdings  in  coal,  oil,  lum- 
ber and  uranium,  Burlington  in  coal, 
oil,  timber  and,  now,  natural  gas,  with 
the  acquisition  of  El  Paso. 

Southern  Pacific  diversified  more 
ambitiously.  As  the  profitability  of  its 
rail  operation  declined,  it  acquired  a 
title  insurance  company  and  had  a 
stunning  success  in  building  a  tele- 
communications business.  But  it 
lacked  the  capital  to  nurture  both  and 
in  the  end  sold  them. 

The  Chicago  &  North  Western, 
meanwhile,  conglomerated  under  the 
name  of  Northwest  Industries,  which 
then  sold  the  railroad  to  its  employ- 
ees— who  have  since  taken  it  public. 
Under  Jim  Wolfe,  North  Western  has 
worked  wonders  in  building  a  new  life 


out  of  the  mistakes  of  others,  ruth- 
lessly contracting  its  system  to  meet 
the  level  of  its  traffic.  It  has  also  fallen 
heir  to  both  the  bankrupt  Milwaukee 
and  Rock  Island  systems — and  has  ac- 
quired parts  of  one  and  hopes  to  ac- 
quire what  remains  of  the  other — and 
has  bulldozed  its  way  into  the  Wyo- 
ming coal  fields  in  joint  ventures  with 
UP  and  BN.  Within  five  years  UP-NW 
could  be  hauling  as  much  as  25  mil- 
lion tons  a  year,  much  of  which  will 
come  out  of  Burlington's  hide. 

In  sum,  as  North  Western's  experi- 
ence indicates  and  as  roads  like  Nor- 
folk Southern  and  Santa  Fe  have  dem- 
onstrated long  since,  transportation 
can  be  a  pretty  good  business  to  be  in. 
And  for  the  first  time  in  a  long  while, 
it's  likely  to  get  even  better.  ■ 


Acid  rain  can  be  good  for  you 


What's  good  for  heavy  industry 
is  generally  good  for  the  rail- 
roads. Oddly  enough,  what's  bad 
for  it  can  sometimes  be  good  for 
the  railroads  as  well.  Take  the  mat- 
ter of  acid  rain. 

Acid  rain  is  produced,  most 
probably,  by  sulfur  dioxide  emis- 
sions mainly  from  utility  power 
plants,  industrial  boilers  and  other 
stationary  power  plants  in  the  in- 
dustrial Midwest.  Congress  is  now 
wrestling  with  how  best  to  lessen 
the  amount  of  it.  The  coal  industry 
is  of  two  minds.  On  the  one  hand 
are  those  who  opt  for  power  plant 
scrubbers,  which  would  benefit 
high- sulfur-coal  producers  in  Ohio 
and  Illinois  like  Peabody  and  Con- 
solidation. On  the  other  are  those 
preferring  to  set  air  quality  stan- 
dards and  let  companies  meet 
those  standards  in  any  way  they 
choose — including  switching  from 
high-sulfur  to  low-sulfur  coal, 
which  would  benefit  low-sulfur- 
coal  producers  in  West  Virginia 
and  the  Far  West  like  Pittston, 
Westmoreland  and  Nerco. 

The  latter  solution — cheaper, 
more  economic  and  conceivably 
even  more  effective — ought  to  pre- 
vail. If  it  does,  nobody  stands  to 
benefit  more  than  the  coal-carry- 
ing railroads — the  Union  Pacific 
and  Burlington  Northern  in  the 
West,  CSX  and  Norfolk  Southern 
in  the  East.  According  to  Peabody 
Coal,  at  least  170  million  tons  of 
high-sulfur-coal  production  is  up 
for  grabs.  Low-sulfur  coal  is  gener- 
ally farther  from  the  point  of  con- 


sumption than  high-sulfur  coal  is. 
Indeed,  some  of  the  utility  plants 
that  might  switch  to  low-sulfur 
coal  are  in  fact  built  at  the  mouths 
of  the  high-sulfur  coal  mines  that 
support  them.  So  the  railroads 
would  get  a  lot  of  business,  particu- 
larly with  coal  from  Colorado, 
Utah  and  Wyoming. 

Since  the  heat  content  of  west- 
ern coal  is  only  a  half  to  two-thirds 
that  of  the  high-sulfur  eastern  coal 
it  would  replace,  the  utilities 
would  need  substantially  more 
tonnage  to  do  the  job.  Small  won- 
der, then,  that  western  roads  like 
the  Burlington  Northern  and 
Union  Pacific,  both  of  which  are 
also  in  the  coal  business,  have 
jumped  on  the  bandwagon  to  sup- 
port legislation  permitting  free 
choice.  The  eastern  carriers — CSX 
and  especially  Norfolk  Southern, 
with  customers  on  both  sides  of 
the  argument — have  preferred  to 
remain  neutral.  After  all,  why 
alienate  their  high-sulfur  coal 
mine  customers  prematurely? 

But  there's  no  question  which 
side  the  eastern  roads'  bread  is  but- 
tered on.  According  to  an  indepen- 
dent study  made  for  the  Alliance 
for  Clean  Energy,  a  joint  coal  pro- 
ducer/coal railroad  group,  the  low- 
sulfur  option  would  require  100 
billion  additional  ton-miles  of 
transportation  from  the  west  by 
1995,  of  which  95%  would  be  pro- 
vided by  railroads.  And  that's  no 
mean  increment.  In  1982  the  rail- 
roads' total  traffic  volume  was  less 
than  800  billion  ton-miles. — J.C. 


What  kind  of 
company  builds  a 
power  position 
in  trucking... 


and  also  owns 
96,000 acres 
of  prime 

Hawaiian  land? 


"Success  story"  is  how  one  Wall  Street  observer 
described  recent  achievements  of  this  diversified 
services  company.  Others  have  talked  about  crea- 
tive restructuring,  strategic  vision,  innovative 
financial  skills.  We  prefer  to  talk  about 
performance. 

In  trucking,  for  instance:  It's  operating  280 
modern  terminals  to  serve  the  $16  billion  general 
freight  segment  of  the  market  and  connecting 
them  through  a  unique  data  communications 
system.  That's  part  of  the  reason  we're  now  the 
second  largest  motor  carrier  organization  in  the 
U.S.  And,  in  truckload  service,  we're  in  a  class  by 
ourselves. 

Performance.  In  agribusiness,  it's  owning 
96,000  acres  of  valuable  land  on  Hawaii's  four 
largest  islands  and  then  proceeding  to  upgrade 
these  properties  through  more  profitable  crops 
and  careful  residential  and  industrial  develop- 
ment. Our  reward:  the  world-leading  position  ip 
macadamia  nuts  and  handsome  earnings  from 
property  sales. 

Performance.  It's  a  return  on  common  equity 
that  has  averaged  20%  over  the  past  five  years. 
It's  searching  beyond  the  routine  for  opportunity 
wherever  we  go.  Those  who  watch  this  different 
diversified  company  will  see  the  signs,  of  course. 
Because  when  you  really  believe  in  performance, 
it  shows. 


ratching 


Transportation.  Distribution. 
Environmental  Services.  Agribusiness. 


For  further  information,  write  to  IU  Public  Affairs,  1500  Walnut  St.,  Philadelphia,  PA  19102. 


Despite  improving  prospects,  the  final  shakeout 
is  under  way  in  this  seriously  troubled 
industry.  For  1984  the  word  will  be  merger. 


Steel 


By  Kevin  McManus 


T|  his  industry  is  going  to  have  a 
better  year  in  1984,"  says  Harry 
Holiday,  chairman  of  Armco 
Inc.  "All  predictions  are  that  tonnages 
are  going  to  be  up  somewhat." 

"It's  conceivable  that  we  could 
even  operate  at  capacity  in  specific 
product  lines,"  adds  Thomas  Graham, 
vice  chairman  of  U.S.  Steel. 

It  has  been  so  long  that  it  hardly 
seems  possible,  but,  yes,  recovery  ac- 
tually is  at  hand  in  the  steel  business. 


The  first  to  feel  it:  producers  of  sheet 
steel  for  Detroit  like  National,  Inland 
and  LTV,  although  it  can't  yet  be  seen 
in  the  latest  12-month  figures  on  the 
Forbes  Yardsticks.  National  Steel,  es- 
pecially, has  benefited,  since  its  larg- 
est sheet  mill  is  right  in  Detroit.  Mak- 
ers of  steel  for  appliances  and  electri- 
cal machinery  also  have  begun  to  see 
increased  orders.  Heavier  products — 
structural  shapes,  rails  and  tubes- 
will  revive  as  soon  as  there's  a  signifi- 
cant pickup  in  capital  spending,  al- 
ready under  way  in  some  industries. 


That  will  help  producers  like  U.S. 
Steel,  Armco  and  Bethlehem.  By  the 
second  half  of  this  year  all  seven  of 
the  country's  major  steelmakers  will 
probably  be  in  the  black.  U.S.  Steel  is 
even  predicting  four  quarters  of  oper- 
ating profits,  based  on  a  modest  up- 
trend in  capital  spending  in  1984. 

The  trouble  is,  the  industry  has 
been  down  for  so  long  that  it  will  take 
at  least  a  decade  of  vastly  improved 
prospects  to  put  it  back  on  its  feet. 
What  small  profit  the  big  steel  pro- 
ducers do  make  in  1984 — perhaps 


Taking  it  to  the  courts 


Antidumping  suits  are  always  messy,  but  when  they 
involve  Third  World  exporters  hard  pressed  to  pay 
their  bank  loans,  they  are  doubly  difficult.  If  the  U.S. 
government  comes  to  the  aid  of  the  beleaguered  Ameri- 
can steel  industry  by  imposing  import  quotas,  it  risks 
pushing  those  Third  World  countries  closer  toward 
default. 

Consider  Bethlehem  Steel's  threatened  suit,  which 
would  seek  to  restrict  the  total  amount  of  steel  foreign- 
ers can  legally  export  to  the  U.S.  In  1983  steel  imports 
accounted  for  some  22%  of  U.S.  consumption,  or  about 
20  million  tons,  out  of  the  roughly  85  million  tons  sold 
in  the  U.S.  Bethlehem  and  other  big  steel  companies 
backing  the  suit  would  like  to  see  that  import  tonnage 
cut  back  to  about  15%.  That,  of  course,  might  trigger 
reprisals  from  Japan  and  Europe,  which  are  already 
limiting  exports  here. 

On  top  of  that,  the  International  Trade  Commission, 
a  government  agency  that  deals  with  such  matters,  still 
has  to  wrestle  with  the  Gilmore  Steel  case.  Gilmore,  a 
small  Portland,  Ore.  plate  producer,  has  sued  exporters 
from  West  Germany,  Belgium  and  Korea  for  dumping 
plate  products  in  its  West  Coast  market.  The  case, 
which  so  far  has  advanced  in  Gilmore's  favor,  could  be 
as  sticky  as  the  U.S.  Steel  and  Bethlehem  cases,  be- 
cause a  ruling  in  Gilmore's  favor  could  wreck  the  1982 
accord  between  the  EEC  and  U.S.  steel  producers.  And 
that  could  cause  the  same  headaches  that  the  U.S. 
government  would  seek  to  avoid  by  throwing  out  the 


Bethlehem  and  U.S.  Steel  cases. 

Thomas  Boklund,  president  of  Gilmore,  believes  the 
EEC  and  Japanese  accords  would  not  be  ruined  by  a 
ruling  in  Gilmore's  favor.  "I  think  there's  too  much  to 
be  lost  by  the  Europeans,"  he  says,  were  they  to  scotch 
the  existing  arrangement.  "Our  complaint  is  on  one 
product  only,  whereas  the  arrangement  covers  many 
products." 

Boklund  points  out  that  the  Gilmore  suit  was  do-or- 
die  for  the  little  company,  which  was  operating  at  only 
about  30%  of  capacity  for  most  of  1983.  "But  in  order 
to  compete  and  stay  in  the  market,"  he  says,  "this  is  an 
avenue  we  have  to  take,  unfortunately." 

That  sentiment  pretty  much  holds  true  for  the  big 
producers  in  their  legal  actions  against  foreigners.  Like 
Gilmore,  they  feel  they  are  being  driven  out  of  business 
by  overseas  competitors,  most  of  whom  are  nationally 
owned.  If  antidumping  suits  and  steel  quotas  threaten 
to  disrupt  already  shaky  financial  and  political  connec- 
tions between  the  U.S.  and  its  trade  partners,  well, 
that's  Washington's  problem.  If  the  U.S.  wants  to  have 
a  viable  steel  industry,  then,  for  the  moment  at  least, 
the  foreigners  had  better  be  kept  out  or,  at  least,  largely 
cut  off. 

Are  the  rulemakers  in  Washington  receptive  to  this 
reasoning?  "I  think  they  understand  the  problem,"  says 
Harry  Holiday,  chairman  of  Armco.  "But,  most  prob- 
ably, we  still  have  to  file  suits  in  order  to  bring  some 
action." — K.M. 
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THE  FUTURE  IS  BUSINESS  COMMUNICATIONS. 
ENTEL  IS  THERE  ALREADY. 


If  you're  in  search  of  an  industry  with  a  great 
ure,  you  should  look  at  business  communications. 

If  you're  in  search  of  a  company  with  a  great  future 
business  communications,  you  should  look  at  Centel. 

One  of  the  largest  marketers  of  telephone  equip- 
)nt  in  the  U.S.,  Centel  designs,  installs  and  services 
vate  business  communications  systems  for  a  wide 
ige  of  customers,  including  companies  with  thou- 
ids  of  telephones  nationwide.  Centel's  latest 
siness  communication  systems  combine  telecom- 
mications  with  data  communications,  to  provide 
econferencing,  electronic  mail  and  information 
rieval. 


Following  a  strategy  that  focuses  on  growing 
industries  and  geographical  areas,  Centel  has  devel- 
oped special  expertise  in  communications  for  health 
care,  petrochemicals,  hotels  and  government  installa- 
tions, and  has  a  strong  marketing  organization  with 
more  than  60  offices  in  over  20  states. 

One  indication  of  the  success  of  this  strategy  is  a 
more  than  40%  increase  in  business  communications 
sales  during  each  of  the  last  two  years. 

If  you're  in  search  of  a  company  with  a  most 
promising  future,  take  a  close  look  at  Centel. 
The  future  is  business  communications. 
And  Centel  is  there  already. 


CENTEL 


If  you  would  like  a  copy  of  our 
Annual  Report,  please  write: 
Centel  Corporation 

V.P.  Investor  Relations 
OHare  Plaza 

5725  N.  East  River  Road 
Chicago,  IL  60631 

New  Ticker  Symbol:  CNT 


f  //^  $1.5  billion,  according 

< — r       to   Oppenheimer  Vice 
President  John  C.  Tuma- 
zos — will  certainly  not 
^=^1  1  be  enough  to  finance  the 
modernizing  effort  that  steelmen  say 
is  necessary  to  make  them  globally 
competitive.  Nor  will  it  be  enough  to 
attract  economic  financing  on  Wall 
Street.  About  all  one  can  say  is  that 
after  two  years  of  staggering  losses 
and  chopping  of  plant  and  personnel, 
any  profit  at  all  is  a  step  in  the  right 
direction. 

None  of  this  applies,  of  course,  to 
the  recycling  arm  of  the  industry,  the 
so-called  minimill  operators  such  as 
Chaparral  and  Nucor.  Those  compa- 
nies have  stayed  quite  healthy  be- 
cause of  lower  labor  costs  (most  minis 
are  not  unionized);  lower  transporta- 
tion costs  (because  they  tend  to  be 
situated  close  to  their  markets);  and, 
most  importantly,  far  lower  capital 
spending  requirements  (they  melt  in- 


expensive scrap  in  efficient  electric- 
arc  furnaces,  for  the  most  part). 

The  central  issue  is  what's  happen- 
ing to  the  Big  Seven  steel  producers 
that  make  raw  steel:  U.S.  Steel,  In- 
land, LTV,  Republic,  Armco,  Nation- 
al and  Bethlehem.  To  build  a  brand- 
new  supermill  that  would  be  com- 
petitive with  the  best  Japanese  mills 
would  cost  about  $2,000  per  ton  of 
capacity  (vs.  $250  to  $750  per  ton  for 
electric-arc  minis,  depending  on  the 
product),  estimates  Richard  Smith, 
vice  chairman  of  Bethlehem.  "And 
the  current  return  on  the  steel  busi- 
ness is  such  that  the  investment 
couldn't  be  justified."  It  certainly 
isn't  justified,  and  has  not  been  for 
years.  Look  at  the  big  steelmakers' 
return  on  capital  over  the  past  five 
years:  U.S.  Steel,  3.8%;  Armco,  0.1%; 
Republic,  0.0%,  and  so  on. 

Because  the  industry's  costs  are 
simply  not  competitive  international- 
ly, even  with  more  demand,  the  steel- 


makers face  a  host  of  other  problems: 

•  Imported  tonnage,  which  ac- 
counted for  22%  of  total  steel  sales  in 
1982.  While  most  of  it  comes  from 
Japan  and  Europe,  a  growing  amount 
also  comes  from  Third  World  produc- 
ers like  Brazil,  South  Korea,  Mexico, 
Taiwan— even  Trinidad  and  Tobago. 
After  European  and  Japanese  produc- 
ers agreed  in  1982  to  limit  steel  ex- 
ports to  the  U.S.,  developing  coun- 
tries rushed  to  take  up  the  slack.  The 
problem  is  worsening.  Troubled 
Wheeling-Pittsburgh  threatens  to  im- 
port semifinished  steel  from  Brazil,  as 
U.S.  Steel  wants  to  do  with  British 
Steel.  No  surprise,  then,  that  Bethle- 
hem Steel  planned  a  major  trade  suit 
before  the  International  Trade  Com- 
mission, seeking  to  establish  stiff  U.S. 
import  quotas  (see  box,  p.  154). 

•  Excess  capacity.  Despite  whole- 
sale downsizing  by  the  industry,  do- 
mestic steelmakers  still  possess  the 
plant,  equipment  and  manpower  to 


Steel 


Yardsticks  of  management  performance 


Profitability 

Growth 

Earnings 

Return  on  equity 

Return  on  total  capital 

Sales 

per  share 

latest 

debt/ 

latest 

net 

5-year 

5-year 

12 

equity 

5-year 

5-year 

12 

profit 

5-year 

5-year 

5-year 

5-yeat 

Company 

rank 

average 

months 

ratio 

rank 

average 

months 

margin 

rank 

average 

rank 

averag 

Worthington  Inds 

1 

27.6% 

17.2% 

0.6 

2 

17.9% 

11.6% 

4.5% 

1 

25.0% 

1 

20.7% 

Nucor 

2 

23.9 

10.5 

0.2 

1 

18.6 

9.4 

4.9 

2 

20.1 

2 

19.6 

Northwest  Industries 

3 

21.3 

1.7 

0.5 

4 

12.5 

2.3 

0.6 

9 

9.4 

3 

13.8 

Carpenter  Technology 

4 

15.3 

6.6 

0.2 

3 

14.0 

5.2 

4.6 

6 

10.2 

5 

8.4 

Commercial  Metals 

5 

14.5 

7.1 

0.2 

7 

11.6 

6.6 

0.9 

3 

14.6 

4 

8.8 

Earle  M  Jorgensen 

6 

13.8 

3.5 

0.2 

6 

12.1 

3.7 

2.6 

14 

5.8 

8 

5.0 

Central  Steel  &  Wire 

7 

12.5 

10.3 

0.0 

5 

12.3 

10.1 

3.4 

17 

4.5 

7 

6.2 

LTV 

8 

9.8t 

def 

1.3 

15 

5.0t 

def 

def 

5 

11.9* 

6 

7.11 

Colt  Industries 

9 

9.6 

17.6 

0.5 

8 

7.5 

14.6 

5.6 

11 

7.1 

10 

-9.9 

Athlone  Industries 

10 

8.2 

def 

1.3 

9 

6.9 

1.4 

def 

26 

2.1 

11 

-11.4 


Interlake 

11 

7.2 

3.6 

0.4 

10 

6.2 

4.0 

1.5 

15 

5.3 

9 

Crane 

12 

7.1 

def 

0.6 

13 

5.5 

def 

def 

22 

3.7 

13 

-13.1 

Copperweld 

13 

6.6 

def 

0.5 

11 

5.7 

def 

def 

13 

6.0 

12 

-11.9 

Northwestern  Steel 

14 

5.1 

def 

0.0 

14 

5.2 

def 

def 

21 

4.0 

14 

-14.1 

Cyclops 

15 

3.2 

def 

0.4 

16 

3.8 

def 

def 

10 

8.7 

15 

-15.0 

Hanna  Mining 

16 

1.8 

def 

0.2 

19 

2.1 

def 

def 

28 

-4.2 

17 

-31.1 

Lukens 

17 

1.6 

def 

0.6 

18 

3.0 

def 

def 

12 

6.2 

16 

-29.0 

National-Standard 

18 

1.3 

def 

0.2 

20 

1.6 

def 

def 

23 

3.2 

19 

-34.0 

United  States  Steel 

19 

1.1 

def 

1.0 

16 

3.8 

def 

def 

7 

10.1 

18 

-33.6 

Inland  Steel 

20 

def 

def 

0.6 

21 

1.1 

def 

def 

16 

4.9 

20 

P-D 

Republic  Steel 

21 

def 

def 

0.5 

24 

0.0 

def 

def 

18 

4.3 

20 

P-D 

Armco 

22 

def 

def 

0.4 

23 

0.1 

def 

def 

8 

9.5 

20 

P-D 

Kaiser  Steel 

23 

def 

def 

0.9 

25 

def 

0.8 

def 

19 

4.1 

20 

P-D 

Wheeling-Pitts  Steel 

24 

def 

def 

1.1 

22 

1.1 

def 

def 

27 

0.1 

20 

P-D 

National  Intergroup 

25 

def 

def 

0.7 

26 

def 

def 

def 

20 

4.0 

20 

P-D 

Keystone  Consolidated 

26 

def 

def 

0.6 

27 

def 

def 

def 

25 

2.6 

20 

P-D 

NVF 

27 

def 

def 

3.2 

12 

5.6 

def 

def 

4 

12.2 

20 

P-D 

Bethlehem  Steel 

28 

def 

def 

1.0 

28 

def 

def 

def 

24 

2.7 

20 

P-D 

Industry  medians 

4.2 

def 

0.5 

5.1 

def 

def 

5.6 

-14.6 

All-industry  medians 

15.1 

12.6 

0.4 

10.8 

8.6 

3.5 

12.4 

9.4 

Note:  Explanation  of  Yardsticks  calculations  on  page  38. 
tFour-year  average.    ^Four-year  growth.    P-D:  profit  to  deficit 


def:  deficit 
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OUR 
FUTURE 
IS 

LOOKING 
BRIGHT 

Because  we  provide  a 
dependable  supply  of 
natural  gas  to  an  ever- 
expanding  population. 

And  because  we  pursue 
a  diversity  of  business 
interests  in  natural  gas  dis- 
tribution, energy  develop- 
ment, manufacturing  and 
finance.  Included  in  the 
Entex  family  are:  Allied 
Manufacturing  Corpora- 
tion, Big  Chief  Drilling 
Company,  Comet  Drilling 
Company,  Datotek,  Inc., 
Entex  Coal  Company, 
Entex  Petroleum,  Inc., 
and  University  Savings 
Association. 

Entex,  Inc.,  P.O.  Box 
2628,  Houston,  Texas 
77001. 

ETX 

(Trading  symbol  on  NYSE.) 


produce  far  more  pipe,  plate,  sheet, 
etc.,  than  can  possibly  be  consumed 
domestically  or  sold  overseas.  Total 
U.S.  industry  capacity  is  something 
like  150  million  tons  a  year — 20  mil- 
lion too  much,  by  some  estimates.  So 
the  downsizing  continues.  Closed  in 
October:  75%  of  Bethlehem's  81 -year- 
old,  1,696-acre  Lackawanna,  N.Y. 
plant,  which  has  been  darkening  in 
stages  since  1970.  To  be  closed  this 
month  is  Armco's  42-year-old  Hous- 
ton works,  which  once  turned  out 
plate  for  Texas  oilfield  drilling  rigs. 

•  Outmoded  plant.  Most  of  the  U.S. 
mills  that  remain  open  after  the  shut- 
downs will  need  modernizing.  The 
newest   U.S.   mill   is  Bethlehem's 


ties,  says  it  will  be  casting  30%  of  its 
steel  this  way  by  1986. 

U.S.  Steel's  efforts  to  make  a  deal  to 
import  1  million  tons  of  low-cost  slab 
annually  from  British  Steel's  20-year- 
old  Ravenscraig  mill  in  Scotland  (and 
finish  the  slabs  at  its  Fairless  works)  is 
tacit  recognition  of  the  fact  that  this 
is  too  little,  too  late. 

That  venture  is  opposed  by  unions 
in  both  countries  and  could  be 
blocked  by  either  U.S.  or  British  regu- 
lators. But  even  if  the  U.S.  Steel  deal 
should  fall  through,  some  slab  impor- 
tation arrangements  are  likely  to  be 
worked  out,  perhaps  with  less  fan- 
fare, with  countries  active  in  the  slab 
export  business  like  Brazil,  Sweden, 


Brazilian  steel  wire  being  unloaded  in  Houston 

Whose  problem — domestic  steelmakers'  or  Washington's? 


Burns  Harbor,  Ind.  works,  a  20-year- 
old  facility  that  is  only  medium-size 
by  international  standards. 

•  Costly  labor.  American  steel- 
workers  are  still  paid  more  than  their 
foreign  counterparts,  by  a  margin  of 
50%  to  100%.  Labor  cost  accounts  for 
about  40%  of  the  selling  price  of  U.S.- 
made  steel,  vs.  about  18%  for  that 
made  in  Japan. 

All  of  which  is  not  to  say  that  do- 
mestic steelmakers  don't  deserve  a  lot 
of  credit  for  facing  up  to  their  trou- 
bles. "The  companies  have  done  ev- 
erything in  their  power  to  adapt,"  says 
Tumazos.  But  one  measure  of  how 
much  remains  to  be  done  is  the  fact 
that  less  than  30%  of  American  steel 
is  continuously  cast,  vs.  about  90%  of 
Japanese  steel.  The  continuous  cast- 
ing process  turns  out  a  single  strand  of 
molten  metal  for  simultaneous  roll- 
ing, thereby  eliminating  ingot  cast- 
ing, reheating  and  trimming.  Con- 
tinuous casters  are  running  now  in 
Bethlehem's  Burns  Harbor  facilities 
and  will  come  on  line  at  Sparrows 
Point,  Md.  in  1986.  U.S.  Steel,  which 
has  casters  installed  at  Fairfield,  Ala., 
Lorain,  Ohio  and  three  other  facili- 


Canada  and  Korea. 

Other  U.S.  steel  producers  are  at- 
tempting somewhat  less  defeatist  so- 
lutions. Perhaps  the  most  notable  ex- 
ample is  the  proposed  merger  of  LTV 
and  Republic,  which  would  create  the 
second-largest  steel  firm  in  the  U.S. 
and  permit  both  integration  and 
downsizing.  If  Washington  okays  that 
deal — most  steelmen  believe  it  will — 
others  may  follow.  "I  think  we'll  see  a 
merger  or  two  beyond  LTV-Republic, 
and  probably  sooner  rather  than  lat- 
er," says  Ralph  Thompson,  a  Com- 
merce Department  steel  analyst. 
"Wheeling- Pittsburgh  is  clearly  a  can- 
didate for  something." 

Republic  implicitly  is  agreeing  with 
the  view  of  U.S.  Steel  Chairman  Da- 
vid Roderick,  who  believes  that  by  the 
end  of  this  decade  only  three  to  five 
fully  integrated  steel  companies  will 
exist,  producing  60%  to  65%  of  the 
nation's  steel.  Thomas  Graham,  Big 
Steel's  second-in-command,  elabo- 
rates: "I  expect  we'll  see  merger  activ- 
ity and  we'll  see  financial  failures. 
We'll  see  a  reshaped  industry  that  is 
created  by  a  survival  mode  like 
that."  ■ 
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"The  more  competition  we  get  for  the 
Gulf  stream  IV.  the  better  it  looks." 


by  Allen  E.  Paulson 

Chairman  and  President 
Gulfstream  Aerospace  Corporation 

"Early  in  1983,  we  officially  announced  the 
launch  of  our  program  to  develop  the  Gulfstream 
IV,  an  executive  jet  thoughtfully  evolved  from 
our  enormously  successful  Gulfstream  III. 

The  Gulfstream  IV,  as  we  said  at  the  time, 
is  going  to  be  an  amazing  airplane. 

We  said  it  would  be  powered  by  a  new 
engine,  the  fay,  being  developed  by  Rolls-Royce 
Ltd.  And  it  will.  Rolls-Royce  is  well  into  their 
development  program,  and  on  schedule. 

We  said  it  would  have  a  guaranteed  NBAA 
IFR  range  of  4,000  nautical  miles  with  at  least  8 
passengers  and  baggage  at  a  cruise  speed  of  Mach 
.80.  And  it  will.  In  fact,  it  looks  as  if  we'll  be  able 
to  step  our  guarantee  up  to  4,300  nautical  miles. 

We  said  it  would  have  fully  computerized 
flight  management  systems,  electronic  flight 
information  display  systems,  laser-driven  inertial 
navigation  systems,  a  transistorized  AC  electrical 
system,  as  well  as  other  technological  break- 
throughs, all  of  which  would  make  it  more 
advanced  than  the  new  generation  of  commercial 
airliners.  And  it  will  be.  Each  of  these  systems  has 
already  been  proven  in  the  Gulfstream  III. 

We  said  the  evolution  of  the  Gulfstream  IV, 
drawing  as  it  does  on  a  thoroughly  proven  design 
and  enhancing  it  by  computer-aided  design  and 
manufacturing  technology,  would  result  in  a 
revolutionary  airplane.  And  it  does. 


We  decided  to  build  the  Gulfstream  IV 
because,  based  on  our  success  with  the 
Gulfstream  III,  we  were  confident  there  was 
a  market  for  an  even  more  sophisticated 
executive  jet  for  the  balance  of  this  century. 
And  we  were  right. 

We  had  commitments  for  more  than  50 
Gulfstream  IVs  within  a  few  weeks  of  our 
announcement. 

We  also  didn't  have  long  to  wait  for  the 
inevitable  to  happen. 

By  the  time  of  the  Paris  Air  Show  in  June, 
it  seemed  that  almost  everyone  who  builds  jet 
airplanes  either  had  or  was  designing  one  with 
a  large  cabin,  long  range,  new  systems  and 
advanced  technology.  One  even  stated  that  its 
design  'signals  in  an  entirely  new  era  in  big 
business  jets! 

Now,  when  someone  starts  talking  about 
large,  long  range  executive  jets,  our  ears  perk  up. 

After  all,  we  know  more  about  that  subject 
than  any  other  airframe  manufacturer  in  the 
world. 

We  have  built  more  of  them,  sold  more  of 
them,  put  more  in  service  world-wide,  taken  care 
of  more  of  them  and  found  more  ways  to  improve 
them  than  anyone  else  you  want  to  name. 

So  when  someone  says  they're  going  to  do 
something  with  a  'big  business  jet'  that  will  make 
it  better  than  a  Gulfstream,  we  listen  carefully. 

We  want  to  know  if  they've  come  up  with 
something  we've  overlooked. 


II 
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iVe  know  it  certainly  isn't  in  the  engine- 
ime  match. 

We've  thoroughly  explored  Gulfstream 
lis  with  two,  three,  and  even  four  engines; 
|fe  finally  concluded  that  two  engines — if 
ire  the  right  engines — are  the  only  way  to 
|oeing,  Airbus  Industrie  and  McDonnell 
las  evidently  reached  the  same  conclusion  as 
Resigned  the  current  generation  of  airliners. 
|lon't  forget,  their  customers  are  the  most 
pnscious,  profit-oriented,  safety-minded 
kors  of  all.) 

we'll  admit  we  can't  do  much  about  the 
pnal  thing  of  having  more  than  two  engines 
pater.  We  can  only  point  out  the  fact  that 
:ngine  Gulfstream  jets  have  crossed  and 
sed  every  ocean  in  the  world  thousands  of 
for  over  15  years,  routinely  and  without 
nt. 

Ve  don't  recall  overlooking  anything  in  the 
ynamics  of  the  Gulfstream  design, 
ake  high-lift  devices  for  the  wing,  for 
ce.  Several  executive  jets  make  a  big  point 
having  them.  Our  airplane  doesn't  need 
For  a  machine  of  its  size,  it  has  tremen- 
r  efficient  wing  loading  and  sufficient 
:  thrust  to  get  off  the  ground  in  less  than 
feet,  fully  loaded  at  69,700  pounds.  (Many 
t  jets  struggle  to  do  as  well.) 
Ve  did  go  along  with  NASA  engineers 
:  concept  of  winglets,  however.  They  not 
ave  the  Gulfstream  III  greater  cruising  fuel 
ncy  and  range  without  increasing  the  span 
wing,  but  actually  improved  aircraft 
fing. 

t's  an  example  of  what  we  mean  by  the 
ation  of  meaningful  technology  to  improve 
iplane. 

iVe  know  we  haven't  overlooked  things  like 
Ijral  integrity,  weight  savings  and  other  con- 
of  the  'aerodynamic  purists! 
)ne  example:  the  wing  of  the  Gulfstream  IV 
:  g  redesigned  to  incorporate  still  more  of 
:veryone  is  learning  about  airfoil  tech- 
v.  This  new  wing  will  weigh  as  much  as  900 
its  less  than  the  present  wing,  hold  more 
nd  be  more  efficient  in  every  flight  regime 
;  akeoff  through  cruise  to  landing, 
mother  example:  using  new  materials  and 
i ation  techniques,  we've  shed  almost  400 
Is  of  soundproofing  weight  in  the 
i  ream  III  without  gaining  so  much  as  a 
1  in  a  cabin  famous  for  its  quietness. 

md  speaking  of  cabins,  was  there  some- 
uverybody  overlooked  when  the  size  and 
of  the  Gulfstream  cabin  were  determined 

i  quarter  of  a  century  ago? 
We  don't  see  how. 
|  has  always  had  more  square  feet 
pr  space  than  a  typical  executive 
i,  and  certainly  far  more  than 

her  airplane  designed  for 

ive  use. 

■Ve  started  with  a  flat  floor,  wide  enough  for 
:  to  be  comfortably  seated  two  on  one  side, 

ii  the  other,  with  an  ample  aisle  in  between. 


Next,  we  provided  enough  length — there  will 
be  over  45  feet  of  it  in  the  Gulfstream  IV — to  put 
in  8,  10,  even  12  or  more  large  chairs,  berthable 
sofas,  conference  tables,  work  stations,  type- 
writers, televisions,  a  full-size  galley,  a  full-size 
lavatory /dressing  room,  lots  of  storage  in  the 
cabin,  plus  a  large  walk-in  baggage  compartment 
that  is  fully  pressurized  and  accessible  in  flight. 

And  we  made  sure  there  was  more  than 
enough  headroom  for  a  six-foot  person  to  stand 
erect  and  move  about  easily. 

Today,  when  we  hear  about  'ergonomics', 
'human  engineering'  and  other  disciplines  shaping 
'large  cabin'  business  jets,  and  listen  to  the  fuss 
being  made  over  a  few  inches  here  and  there,  we 
are  reminded  of  only  one  thing: 

Our  cabin  is  still  the  standard  by  which  all 
the  others  want  theirs  to  be  judged. 

We  have  listened  patiently  while  one  after 
another  of  the  new  'big'  business  jets  challenged 
the  proven  superiority  of  our  Gulfstreams. 

Once,  we  heard  it  all  directed  at  the 
Gulfstream  III — wider  cabin,  newer  technology, 
better  engines,  greater  efficiency,  higher  produc- 
tivity, a  'new  era'  in  business  jets.  All  it  really 
did  in  the  end  was  help  prove  how  good  the 
Gulfstream  III  really  is. 

Now  we're  listening  again. 

And  when  all  is  said  and  done,  nothing  will 
have  changed. 

The  Gulfstream  IV  will  still  fly  more  people 
farther  faster,  still  be  the  only  new  executive  jet 
powered  by  engines  with  a  background  of  airline- 
proven  performance,  still  have  the  largest  cabin, 
still  have  the  most  advanced  systems,  and  still 
offer  a  unique  depth  of  experience  others  can 
only  envy. 

Find  out  more  about  everything  we're  doing 
to  make  sure  the  Gulfstream  IV  becomes  exactly 
what  everyone  knows  it  is  going  to  be:  the  world's 
finest  executive  jet  transport. 

Talk  to  Charles  G.  Vogeley,  our  Senior  Vice 
President  of  Marketing. 

His  number:  (912)  964-3274.  His  address: 
Gulfstream  Aerospace  Corporation,  P.O.  Box 
2206,  Savannah,  Georgia  31402!' 


Aerospace  Corporation.  Member  GAMA 


Fundamental  changes  in  the  worlds  economy 
are  causing  the  recovery  to  pass  by  most  of  this 
most  basic  of  basic  industries. 


Nonferrous 
metals 


By  James  Cook 


SOMETIMES  MANAGEMENT  isn't 
everything.  The  $30  billion 
U.S.  nonferrous  metals  industry 
is  being  shaken  to  its  roots  these  days 
by  the  steadily  declining  importance 
of  metals  in  the  world's  total  econom- 
ic activity  and  by  the  increasing  role 
that  governments  are  coming  to  play 
in  the  world's  base  metals  business. 

The  effect  of  those  two  forces  on 
metal  prices  has  been  devastating.  In 
1983  copper  shot  up  from  69  to  83 
cents  a  pound,  and  then  dropped  back 
to  69  again,  the  lowest  level  in  real 
terms  since  the  Thirties.  Lead  hov- 
ered around  20  cents  a  pound  and  rose 
to  26  cents  in  the  fall,  vs.  over  60 


cents  in  1979.  Molybdenum  at  $4  and 
nickel  at  $2  were  something  like  50% 
below  their  1980  highs,  with  no  up- 
turn in  sight.  Silver,  up  from  $4.88  to 
nearly  $15  an  ounce  in  early  1983, 
was  back  to  $9  by  late  fall.  And  gold 
had  dropped  from  a  1980  high  of  $851 
an  ounce  to  $400  by  late  fall. 

Thanks  to  auto  and  housing  de- 
mand, only  aluminum  and  zinc  were 
out  of  the  woods,  with  zinc  at  49 
cents  a  pound,  just  a  shade  below  its 
alltime  high,  and  aluminum  at  a  heav- 
ily discounted  81,  the  highest  produc- 
er-price level  in  history. 

Why  was  the  nonferrous  metals 
business  in  general  being  passed  over 
in  the  recovery?  At  least  in  part  be- 
cause of  fundamental  changes  that  are 


taking  place  in  the  economy.  For  at 
least  the  last  30  years  the  U.S.  GNP 
has  become  increasingly  less  materi- 
als-intensive.'Between  1950  and  1981 
the  U.S.  real  GNP  tripled,  but  steel 
consumption  rose  less  than  50%,  cop- 
per less  than  30%,  lead  not  at  all  and 
zinc  actually  declined.  Only  alumi- 
num— the  industry's  high-volume 
growth  business — succeeded  in  out- 
pacing the  GNP  by  a  wide  margin. 
And  now  even  aluminum  is  losing 
ground  as  its  customers  work  to  get 
more  from  less,  reducing  the  alumi- 
num content  of  beverage  cans,  for  ex- 
ample, by  a  prospective  1 7%  over  the 
next  two  years. 

The  energy  crisis  speeded  up  these 
changes,  devastating  one  traditional 


Nonferrous  metals 


Yardsticks  of  management  performance 


Profitability 

Growth 

Earnings 

Return  on  equity 

Return  on  total  capital 

Sales 

per  share 

latest 

debt/ 

latest 

net 

5-year 

5-year 

12 

equity 

5-year  5-year 

12 

profit 

5-year 

5-year 

5-year 

5-yea 

Company 

rank 

average 

months 

ratio 

rank 

average 

months 

margin 

rank 

average 

rank 

avera 

Cabot 

1 

21.3% 

9.9% 

0.3 

2 

14.0% 

7.5% 

4.1% 

1 

23.3% 

1 

29.3' 

Engelhard 

2 

19.5 

17.0 

0.2 

1 

17.2 

13.8 

3.2 

2 

19.3± 

4 

14.2: 

Handy  &  Harman 

3 

16.9 

6.8 

0.6 

3 

11.9 

5.9 

1.6 

5 

9.6 

6 

6.8 

Newmont  Mining 

4 

14.6 

4.9 

0.1 

4 

9.9 

3.7 

9.8 

10 

6.8 

2 

17.2 

Alcan  Aluminium 

5 

13.5 

0.7 

0.5 

5 

9.5 

1.9 

0.4 

4 

11.3 

5 

12.8 

Alcoa 

6 

10.6 

def 

0.5 

7 

8.2 

1.8 

0.0 

6 

9.6 

7 

6.4 

ASARCO 

7 

9.4 

2.2 

0.5 

6 

8.4 

3.7 

2.7 

9 

6.8 

3 

15.1 

Kaiser  Alum  &  Chem 

8 

6.0 

def 

0.6 

9 

4.9 

def 

def 

7 

8.9 

9 

-10.8 

Reynolds  Metals 

9 

5.3 

def 

0.6 

10 

4.1 

def 

def 

8 

8.7 

8 

-9.6 

AMAX 

10 

4.4 

def 

0.6 

8 

5.5 

def 

def 

3 

15.8 

11 

-14.4 

Phelps  Dodge 

2.9 

def 

0.6 

11 

def 

2.9 

def 

11 

5.2 

10 

-11.3 

Inco 

12 

def 

def 

0.6 

12 

def 

def 

def 

13 

0.6 

12 

P-D 

Revere  Copper 

13 

def 

def 

6.2 

13 

def 

def 

def 

12 

4.9 

12 

P-D 

Industry  medians 

9.4 

def 

0.6 

8.2 

1.8 

0.4 

8.9 

6.4 

All-industry  medians 

15.1 

12.6 

0.4 

10.8 

8.6 

3.5 

12.4 

9.4 

Note:  Explanation  of  Yardsticks  calculations  on  page  38 
^Four-year  growth.    P-D:  profit  to  deficit,    def  deficit. 
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1983 

was  a 
verv 

good 
year. 

NCR  introduced  more 
major  data  processing 
products  than  any  other 
high  tech  company. 

NCR  closes  out  its  first  century  with  one  of  its 
most  impressive  technological  achievements, 
the  NCR  9300.  It's  the  first  full  32  bit  VLSI 
mainframe  designed  for  business  applications. 
The  9300  delivers  the  power  of  a  mainframe 
at  the  price  of  a  mini. 

New  computers  for  1983  included  the  UNIX™- 
based  Tower,  a  microprocessor  with  the  power 
of  traditional  minicomputers.  NCR  also  added 
new  multiprocessors  to  our  top-of-the-line 
8600  mainframe  series. 

We  introduced  the  NCR  Personal  Computer 
specifically  designed  for  the  business/ 
professional  market.  It  provides  dual  processor 
capabilities  to  enhance  performance,  and  is 
the  first  personal  computer  designed  with 
networking  in  mind.  It  can  function  as  an  off- 
line computer,  an  online  terminal  to  your  main- 
frame, or  networked  with  other  NCR  Personal 
Computers  and  other  popular  PCs. 

We  strengthened  our  position  as  the  world's 
leading  supplier  of  retail  point-of-sale  terminals 
by  introducing  a  wide  range  of  new  products. 
Included  is  a  terminal  that  looks  up  the  prices 
of  over  14,800  items  stored  in  its  own  internal 
bubble  memory. 

Our  number  one  position  in  automated  bank 
teller  machines  produced  the  technology  for 
self-service  airline,  ski  lift  and  service  station 
terminals.  We  are  the  leader  in  electronic 
banking  networks  and  electronic  funds  transfer. 

Why  did  NCR  introduce  all  these  high  technol- 
ogy products  in  1983?  We  wanted  to  get  a 
good  start  on  our  second  hundred  years.  For 
more  information,  call  1-800-CALL-NCR. 
In  Ohio,  1-800-543-4470. 

And  1984  will  be  even  better. 

□HQ 

1884-1984 
Celebrating  the  future 


People  Express,  one  of  America's  fastest- 
growing  airlines,  chose  an  NCR  8600  series 
computer  system  to  handle  online  reservations 


NCR  is  a  leader  in  online  transaction  process- 
ing equipment,  communications  and  system 
software. 


The  Tower  microprocessor  packs  a  lot  of 
computer  power  in  a  29"x27"x  7"  package. 
Up  to  16  operators,  local  or  remote,  can 
access  the  Tower  at  one  time 


Debit  cards  and  Electronic  Funds  Transfer  became 
a  reality  in  1983  NCR  is  the  leader  in  EFT 
technology  today1 


/. 


Bubble  memory  technology  provides  resident 
mass  memory  in  the  terminal  for  automatic 
price  look-up  for  supermarkets  and  other 
retail  stores. 


The  new  NCR  Personal  Computer  offers  unsur- 
passed monochrome  or  color  graphics.  Industry 
standards  are  used  throughout  so  the  applications 
programs  you  need  are  available  now. 


UNIX  is  a  Irademark  ol  Bell  laboratories 


New  drive-through  ATMs  help  the  world  bank 
on  the  go.  NCR  helped  pioneer  the  regional 
electronic  banking  network  and  has  installed 
more  Automated  Teller  Machines  worldwide 
than  any  other  supplier 


The  NCR  9300,  a  roomful  of  computer  power  in  a 
50-pound  box,  was  a  big  breakthrough  in  1 983. 
Add  this  32-bit  VLSI  mainframe  for  a  complete 
system  price  of  less  than  $46,000 1 


metals  market  after  an- 
other virtually  over- 
night. Downsize  the  en- 
ergy-sensitive segments 
of  the  economy,  includ- 


ing its  automotive  component,  as  the 
U.S.  set  about  to  do  in  the  Seventies, 
and  you  inevitably  also  downsize  all 
the  industries  that  depend  on  it.  The 
metals-producing  industries  were  af- 
fected most  of  all,  except  aluminum, 
whose  light  weight  gave  it  an  edge 
over  most  other  materials. 

Add  to  basic  changes  like  this  the 
worst  manufacturing  recession  in  a 
half-century,  and  you  get  the  devasta- 


W'  hen  a  private  company  can't 
meet  its  financial  obligations, 
it  generally  goes  bankrupt.  When  a 
Third  World  government  enter- 
prise finds  itself  in  the  same  posi- 
tion? It  goes  to  the  International 
Monetary  Fund. 

Don't  laugh.  That's  just  what's 
facing  the  copper  industry  these 
days — bankruptcies  for  the  private 
companies,  IMF  backing  for  their 
government  competitors. 

In  1982,  for  instance,  when  cop- 
per consumption  fell  sharply 
worldwide,  U.S.  producers  cut  pro- 
duction back  from  1.5  to  1.1  mil- 
lion tons  in  an  effort  to  bring  sup- 
ply and  demand  into  balance. 
Chile,  however,  increased  produc- 
tion from  1  million  to  1.2  million 
tons.  It  needed  to  keep  its  copper 
miners  working,  and  it  needed  the 
foreign  exchange  copper  would 
bring  to  service  its  $20  billion  in 
external  debt. 

So  who  cared  if  copper  prices 
went  to  hell  in  a  handbasket? 
There  was  always  the  IMF  to  turn 
to.  Its  compensatory  financing  fa- 
cility provides  loans  as  balance  of 
payments  supplements  when  there 
is  a  temporary  shortfall  in  a  devel- 
oping country's  export  revenues. 

Chile,  with  its  low  costs,  may 
have  made  money  selling  copper  at 
69  cents  a  pound,  but  its  high  level 
of  production  helped  depress  the 
price  of  copper.  At  such  price  lev- 
els, high-cost  producers  in  Zambia, 
Zaire,  Peru  and  Papua  New  Guinea 
couldn't  make  money  any  more 
than  the  North  American  produc- 
ers could,  though  they  kept  on  pro- 
ducing anyway.  Export  earnings  for 
these  countries  dropped  sharply, 
and  the  IMF  had  to  come  up  with  a 


tion  so  vividly  reflected  in  this  year's 
Forbes  nonferrous  metals  industry 
Yardsticks:  Revere  Copper  in  bank- 
ruptcy, no  fewer  than  7  out  of  13 
companies  in  the  red.  The  only  com- 
panies able  to  keep  their  heads  above 
water  were  Alcan,  with  the  World's 
lowest-cost  aluminum  operations; 
Cabot,  with  a  countervailing  stake  in 
oil,  gas  and  chemicals;  and  4  compa- 
nies with  a  commitment  in  some  way 
to  precious  metals,  either  as  miners 
(Asarco,  Newmont)  or  as  processors 
(Engelhard,  Handy  &.  Harman). 

The  more  specialized  metals — 
nickel  and  molybdenum — were  no 


compensatory  $586  million  for 
these  countries  as  well.  "It  doesn't 
make  any  sense,"  says  Asarco's 
Chairman  Ralph  Hennebach.  "The 
margin  between  shortage  and  sur- 
plus is  so  small  that  if  these  coun- 
tries had  cut  production,  copper 
prices  would  have  risen  so  much 
higher  that  they'd  have  made  more 
on  lower  production  than  they  did 
by  producing  full  out." 

Small  wonder,  then,  that  the 
U.S.  copper  industry  is  in  such  cha- 
os these  days.  U.S.  consumption 
has  begun  picking  up,  but  U.S.  pro- 
ducers aren't  supplying  the  up- 
swing. Instead,  low-priced  Chilean 
copper,  which  normally  moves  to 
Europe,  is  flooding  into  the  U.S. 

All  things  considered,  of  course, 
that  isn't  all  bad.  In  the  last  eco- 
nomic recovery,  copper  soared  to 
well  over  $1  a  pound,  whereas  to- 
day, 13  months  into  the  current 
recovery,  copper  remains  at  69 
cents  a  pound,  near  its  recession- 
ary low.  So  you  could  say  that  U.S. 
consumers  are,  in  effect,  getting  an 
indirect  price  subsidy  both  from 
the  Third  World  producers  and 
from  the  IMF. 

But  that  subsidy  comes  at  a 
price,  and  that  price  may  be  the 
devastation  of  major  parts  of  the 
U.S.  copper  industry.  When  gov- 
ernments set  the  economic  terms 
of  any  industry,  over  the  long  haul 
only  governments  can  reasonably 
be  expected  to  play  the  game.  So  if 
the  current  situation  continues, 
it's  likely  the  U.S.  government  will 
have  to  meet  fire  with  fire:  become 
involved  in  the  copper  business  it- 
self. In  the  end,  if  that  happens,  the 
low  price  of  copper  may  not  be 
such  a  bargain  after  all. — J.C. 


better  off  than  the  base  metals.  Gone 
are  the  days  when  steel  was  the  hall- 
mark of  industrial  potency  and  spe- 
cialized steels  the  big  growth  area, 
when  the  metals  used  primarily  in 
making  steel  alloys  that  were  harder, 
lighter  or  less  rust-prone  did  impres- 
sively well,  thereby  enriching  the 
world's  two  leading  producers,  Inco 
and  Amax,  who  compounded  their  ad- 
vantage by  exploiting  a  near-monopo- 
ly on  the  world's  economic  reserves  of 
their  metals.  Today  both  industries 
have  more  capacity  available  than 
they  are  likely  to  absorb  in  a  decade, 
while  the  steel  industry  seems  to  be 
contracting  worldwide. 

Faced  with  fast-shrinking  markets, 
Amax  sought  to  offset  its  inordinate 
dependence  on  molybdenum  by  diver- 
sifying all  over  the  lot.  Trouble  was,  it 
ventured  into  adjacent  businesses,  of- 
ten materials  that  proved  to  be  every 
bit  as  vulnerable:  nickel,  copper,  lead, 
zinc,  fertilizers.  True,  it  also  went 
into  aluminum,  coal,  iron  ore,  oil  and 
gas,  which  were  not  as  vulnerable  as 
molybdenum.  But  Amax  was  not  suf- 
ficiently contracyclical  to  offset  the 
others.  Inco's  by-product  copper,  re- 
covered in  the  process  of  mining  nick- 
el, made  it  one  of  the  world's  largest 
copper  producers.  But  this  was  no  pro- 
tection. Copper  was  nearly  as  hard  hit 
as  nickel,  and  Inco's  attempt  to  diver- 
sify with  Electric  Storage  Battery  was 
a  $254  million  disaster. 

But  the  shifting  patterns  in  the 
world's  consumption  of  materials  are 
only  the  half  of  it.  The  other  half  is 
increasingly  widespread  government 
ownership  of  the  metals  industries,  a 
stake  so  large  in  steel,  copper  and  alu- 
minum that  the  balance  of  economic 
power  is  rapidly  shifting  away  from 
the  private  sector. 

It's  a  phenomenon  scarcely  limited 
to  metals,  of  course.  You  could  say 
the  same  of  petroleum  and  petro- 
chemicals, or  airlines  or  telecommu- 
nications. But  nowhere  has  the 
change  been  more  dramatic  and  more 
disastrous  than  in  copper.  Over  the 
past  decade  or  so,  all  of  the  key  Third 
World  copper  producers — Chile,  Zam- 
bia and  Zaire — have  nationalized 
their  copper  production.  Today  some- 
thing like  55%  of  the  world's  output 
comes  from  government  corpora- 
tions, vs.  33%  a  decade  ago. 

These  new  Copper  Kings,  as  Forbes 
called  such  government  enterprises  a 
decade  ago,  are  aloof  from  the  profit 
disciplines  that  in  the  past  have 
shaped  the  industry's  development. 
What  governs  their  conduct  these 
days  are  such  concerns  as  employ- 
ment and  foreign  exchange  and  the 
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SHIP  OF  STATE. 


New  Jersey  has  become  a  major 
center  of  international  trade. 

Our  principal  seaport,  the  Port 
Newark/Port  Elizabeth  complex, 
boasts  the  largest  container  facility 
in  the  United  States,  and  handles 
more  than  three  times  the  tonnage 
of  Los  Angeles  -  America's  second 
leading  container  port. 

Companies  that  locate  or  do 
business  in  New  Jersey  have.access  to 
the  greatest  concentration  of  banking 
and  financial  resources,  technology, 
retail,  wholesale  and  industrial 
markets  in  the  world. 

They  have  access  to  an  integrated 
transportation  system  that  can  put 
their  products  within  overnight  reach 
of  40%  of  the  nation's  population. 


And  they  have  access  to  a  state 
government  dedicated  to  helping 
business  establish  world  trade. 
Through  the  establishment  of  foreign 
trade  zones,  a  division  of  international 
trade,  the  Port  Authorities  and  various 
assistance  programs,  New  Jersey  is 
helping  business  look  beyond 
domestic  markets. 

Combine  these  advantages  with 
a  quality  lifestyle  and  a  workforce 
that's  among  the  world's  finest 
and  most  diversified,  and  you  can 
understand  why  New  Jersey  ranks 
second  among  all  states  in  foreign 
investment. 

And  realize  why  more  nations  are 
represented  with  business  interests 
here  than  in  any  other  state  in  the  U.S. 


Including  such  international  giants 
as  Siemens,  Sony,  Unilever,  Alcan, 
Samsung,  Rhone-Poulenc,  Ciba-Geigy, 
and  Sharp. 

To  learn  more  about  New  Jersey, 
contact; 

Borden  R.  Putnam,  Commissioner, 
Department  of  Commerce  & 
Economic  Development, 
CN  820,  Trenton,  N.J.  08625. 
Phone  (609)  292-2444. 

Thomas  H.  Kean,  Governor 


Perfect 
Together 


The  breakup  of  the  Bell  System  is  the  big- 
gest business  news  story  of  the  year.  And 
right  now,  you're  probably  suffering  from 
information  overload. 

You're  seeing  ads.  You're  hearing 
claims.  You're  trying  to  make  choices 
amidst  the  clutter. 

At  Pacific  Telesis  Group,  we  think  the 
remedy  for  overload  and  clutter  is  facts. 
Hard  facts.  Not  fluff. 
So  when  you  hear  us  talk,  it  will  be  in 
words  investors  understand.  Like  profits. 
Growth.  Security.  Diversification.  Markets. 
Technology. 

Take  profits,  for  instance. 
In  the  last  three  years,  we've  managed 
a  remarkable  financial  turnaround. 

Our  net  in- 
come has  gone 


from  $483  million 
in  1980  to  $631 
million  in  1982. 
The  increase 
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from  '81  to  '82  alone  was  10  percent— at  a 
time  when  the  profits  of  many  American 
companies  were  relatively  flat. 

And  the  results  for  the  first  nine 
months  of  1983  look  even  better.  Net  in- 
come grew  by  15  percent  over  the  same 
period  in  1982. 

How  about  productivity? 
A  key  measure  of  efficiency  in  our 
business  is  the  number  of  telephone  lines 
(we  call  them  "access"  lines)  per  employee. 
Here,  too,  the  trend  is  positive. 

In  1980,  we 


had  90  access 
lines  for  every 
employee.  Since 
then,  the  figure 
has  risen  steadily. 
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Another  important  financial  indicator 
is  debt  ratio— the  percentage  of  a  com- 
pany's capital  structure  that  represents 
debt.  Here,  you  see  a  steady  positive  trend. 

In  1980,  our 
debt  ratio  was  58 
percent.  By  the 
end  of  '81 ,  it  stood 
at  55  percent. 
And  at  year-end 


9/30/83 


80 


82 


9/30/83 


By  the  end  of  1982,  it  stood  at  100.  And  as 
of  September  30, 1983,  it  had  reached  109. 


1982,  it  had  dropped  to  51  percent. 

And  by  the  end  of  the  first  nine  months 
of  1 983,  it  had  fallen  to  less  than  49  percent. 
By  the  time  Pacific  Telesis  Group  is 
divested  from  AT&T,  the  figure  will  be 
below  47  percent. 

The  result:  Since  1980,  our  debt  ratio 
will  have  dropped  by  eleven  percentage 
points— an  almost  unheard  of  three-year 
improvement  for  a  company  of  our  size. 

Another 
significant  finan- 
cial indicator  is 
the  percentage 
of  a  company's 
capital  that's 
generated  internally— that  doesn't  have  to 
be  borrowed  from  outside  sources.  Here, 
too,  our  results  are  remarkable. 

In  1980  we  generated  44  percent  of 
our  funds  internally.  By  year-end  1982, 
that  figure  had  climbed  to  81  percent. 
And  the  result  for  the  first  nine  months  of 
1983  stands  at  95  percent. 

To  us,  the  bottom  line  is  this:  The 
Pacific  Telesis  Group  of  the  eighties  isn't 
the  Pacific  Telephone  of  the  seventies. 

We've  turned  this  company  around, 
and  we're  moving  up  fast. 

If  you'd  like  more  information  about 
Pacific  Telesis  Group,  please  write  Michael 
McGreevy,  140  New  Montgomery  Street, 
San  Francisco,  California  94105. 


PACIFIC^  TELESIS 


Group 


demands  of  the  interna- 
tional lending  agencies 
(see  box,  p.  162).  Never 
mind  whether  demand  is 
high  or  low,  whether 
prices  are  low  or  high,  these  govern- 
ment producers  keep  churning  out 
metal,  maintaining  employment  and 
foreign  exchange.  In  the  process,  of 
course,  they  depress  metals  prices  and 
export  unemployment. 

So  the  industry's  private  sector,  sit- 
uated primarily  in  North  America, 
has  attempted  to  bring  supply  and  de- 
mand into  balance  by  curtailing  pro- 
duction. In  the  first  half  of  1983,  for 
example,  U.S.  producers  cut  their  out- 
put by  16%,  to  no  avail.  With  the 
Third  World  producers  running  full 
out,  total  production  worldwide 
dropped  a  mere  6%.  Result:  The  pri- 
vate copper  industry  in  the  U.S.  and 
Canada  is  being  driven  to  the  wall, 
not  by  the  economics  of  production 
but  by  the  politics  of  nationalization. 

The  results  are  obvious:  Most  of  the 
major  U.S.  producers  have  already 
been  absorbed  by  the  oil  or  mining 
conglomerates.  The  few  that  are  still 
independent  have  been  forced  to  close 
down,  temporarily,  one  mine  after  an- 
other, so  that  today  the  U.S.'  most 
efficient  copper  producer,  Phelps 
Dodge,  had  no  choice  but  to  endure  a 
bitter  strike  and  is  being  forced  to 
liquidate  major  chunks  of  its  other 
assets  to  stay  solvent.  "It's  our  inten- 
tion," PD's  able  boss,  George  Munroe, 
demurs,  "to  reinvest  our  capital  in 
areas  where  it  can  be  more  produc- 
tive"— small  mines,  that  is,  and  pre- 
cious metals. 

Asarco,  one  of  the  few  major  inde- 
pendent copper  producers  still 
around,  would  probably  have  been  in 
similar  difficulty  except  for  the  fact 
that  it  is  also  the  U.S.'  largest  produc- 
er of  silver.  For  part  of  1983,  silver  was 
booming.  "You  don't  manage  for  prof- 
it," Asarco  President  Richard  de  J.  Os- 
borne explains.  "You  manage  for  cash 
flow  to  meet  your  obligations." 

Copper  is  not  alone.  Alcoa's  new 
chairman,  Charles  W.  Parry,  com- 
plains that  the  private  aluminum  in- 
dustry has  also  been  hurt  by  continu- 
ing high  levels  of  production  from 
government-owned  smelters  in  places 
like  Venezuela  and  Bahrain.  By  1985, 
in  fact,  Alcoa  predicts  government 
smelters  will  account  for  50%  of  the 
industry's  output,  vs.  15%  in  1960. 
Meanwhile,  to  an  even  greater  extent 
than  the  rest  of  the  industry,  U.S. 
producers  have  had  trouble  coping 
with  the  rising  costs  of  electric  power 
(perhaps  a  quarter  of  the  final  cost  of 
aluminum).  That  has  already  ren- 
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dered  more  than  15%  of  U.S.  capacity 
obsolete.  U.S.  energy  costs  now  aver- 
age an  estimated  20  cents  per  pound, 
vs.  13  cents  overseas.  While  U.S.  pro- 
ducers— Alcoa  most  of  all — have  re- 
duced the  amount  of  power  needed  to 
produce  a  pound  of  aluminum,  the 
U.S.  is  playing  a  losing  game. 

Though  most  of  its  markets  have' 
begun  to  mature,  the  aluminum  in- 
dustry still  thinks  of  itself  as  a  dy- 
namic growth  business.  So  the  three 
big  U.S.  producers  are  moving  to  Aus- 
tralia and  Brazil,  where  inside  of  10  or 
15  years  aluminum  will  probably  cost 
20%  less  to  produce  than  in  the  U.S. 
So  is  Alcan,  which,  thanks  to  its  low- 
cost  hydroelectric  power  base  in  Can- 
ada, has  steadily  gained  ground  on  its 
competitors  all  during  the  Seventies 
and  very  probably  will  continue  to  do 
so  in  the  rest  of  the  Eighties.  Kaiser, 
meanwhile,  despite  its  failures  in  di- 
versifying in  the  past,  hopes  to  devel- 
op a  counterbalancing  half  of  its  rev- 
enues in  other  areas;  Reynolds  aims  at 
becoming  more  of  a  fabricator. 

The  pattern  is  clear:  America's 
base-metals  producers  are  steadily 
losing  ground  to  their  foreign  and  pri- 
marily government-owned  competi- 
tion. As  a  result,  the  U.S.  will  almost 
certainly  come  to  depend  more  and 
more  on  imports  for  its  basic  materi- 
als. According  to  Dean  Witter  First 
Vice  President  J.  Clarence  Morrison, 
unless  the  trend  is  reversed,  by  1990 
the  U.S.  will  probably  be  importing 
30%  of  its  copper  requirements,  vs. 
15%  currently;  36%  of  its  aluminum, 
vs.  20%;  75%  of  its  zinc,  vs.  55%; 
60%  of  its  nickel,  vs.  45%. 

Still,  there  are  some  real  winners  in 
the  business,  notably  Handy  &  Har- 
man,  Engelhard,  Cabot  and  Newmont 
Mining.  But  neither  Handy  &  Har- 
man,  Engelhard  nor  Cabot  is  in  min- 


ing. Handy  &  Harman  and  Engelhard 
are  precious  metals  refiners  and  fabri- 
cators, with  successful  diversifica- 
tions into  specialty  metals  products 
and  catalysts,  respectively,  while 
Cabot  more  than  offsets  its  specialty 
metals  operation  with  petroleum,  pet- 
rochemicals and  carbon  black. 

As  a  mining  enterprise,  the  group's 
star  performer  is  Newmont  Mining. 
Though  it  ranks  as  one  of  the  world's 
largest  copper  producers  and  even  in- 
creased its  stake  a  year  ago  by  picking 
up  Cities  Service'  copper  properties, 
Newmont  makes  its  money  these 
days  from  some  strikingly  successful 
ventures  into  coal,  oil  and  gas  and, 
most  spectacularly,  gold.  Newmont's 
Carlin  mine  was  a  winner  when  gold 
was  at  $35  an  ounce.  It's  a  real  gold 
mine  with  gold  at  $400  an  ounce,  nev- 
er mind  at  over  $850.  Newmont's  di- 
versification is  as  varied  and  unstable 
as  that  of  anyone  else  in  the  mining 
business,  but,  given  the  present  needs 
of  the  market,  it  has  almost  alone 
been  able  to  meld  those  instabilities 
into  a  profitable  combination.  No 
wonder  Britain's  Consolidated  Gold 
Fields  may  increase  its  Newmont  in- 
vestment from  26%  to  33%. 

What's  ahead?  Nobody  has  much 
doubt  that  aluminum  should  score  a 
dazzling  comeback  in  1984,  so  much 
so  that  some  analysts  are  even  pre- 
dicting a  shortage.  Ditto  zinc  and  pos- 
sibly lead,  both  of  which  hit  a  new 
floor  in  demand  during  the  recession. 
Silver  and  gold  still  boom  and  bust  on 
their  reputation  as  storehouses  of  val- 
ue. As  they  are  currently  out  of  favor, 
prices  and  profits  hinge  on  the  level  of 
industrial  demand,  which  is  finally 
beginning  to  recover  from  the  low  lev- 
els of  1982.  Nickel's  and  molybden- 
um's fortunes  depend  partly  on 
steel's.  They  had  better  be  better  in 
1984  than  they  were  in  1983  or  the 
industries  may  not  survive. 

Nobody  really  knows  what's  ahead 
for  copper.  Under  normal  circum- 
stances rising  demand  from  housing 
and  automotive  markets  ought  to 
have  sent  copper  prices  and  profits 
soaring  long  before  now.  But  it 
hasn't.  Coppermen  now  wait  for  an 
overdue  upsurge  in  capital  spending 
to  dp  the  job.  The  worse  things  get, 
the  more  mines  close,  the  sharper 
and  more  explosive  the  upswing 
ought  to  be.  As  Asarco's  former 
Chairman  Charles  Barber  points  out, 
"History  teaches  that  a  small  short- 
age creates  a  disproportionate  in- 
crease in  price,  and,  conversely,  a 
modest  surplus  creates  a  dispropor- 
tionate decrease  in  price." 

So  near,  and  yet  so  far.  ■ 
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Speed  Reliability.  Economy. 
That's  what  we  deliver  over 90,000 times  every  single  day 


xcellence.  That's  what  we're  corn- 
ed to  at  Express  Mail  Next  Day 
ice®  from  the  Post  Office.  We  give 
just  about  everything  you  could 
for  in  overnight  delivery.  Including 
savings. 

ur  2-Pound  Pak,  for  instance,  is 
$9.  35.  About  half  what  most 

rs  charge, 

at's  so  little  to  pay  for  so  much 

bility. 

nd  for  so  much  convenience,  too. 
have  over  3,500  Express  Mail  post 
es  across  the  country.  Plus  hun- 


dreds of  collection  boxes,  for  prepaid 
items,  in  most  major  cities.  So  when 
you  need  to  send  something,  chances 


are,  we're  just  a  few  steps  away. 

To  top  it  all  off,  we  deliver  on  week- 
ends— at  no  extra  charge.  And  we 
handle  packages  of  up  to  70  pounds. 

So  next  time,  send  yours  with 
Express  Mail  Service  from  the  Post 
Office.  And  we  'II  deliver  it  the  same 
way  we  deliver  over  90,000  others 
every  day.  Quickly.  Reliably.  And 
economically. 

EXPRESS  MAIL  n 

NEXT  DAY  SERVICE  Wt 


The  2-Pound  Pak  $9.35.  We  deliver  excellence...for  less. 


Left  to  right,  President  J.  L.  Jackson,  Vice 
Chairman  Avery  Rush,  Chairman  Bill 
Bricker.  A  fully  integrated  oil  and  gas 
company,  Diamond  Shamrock  also  has 
major  stakes  in  coal  and  chemicals. 


The  conventional 
wisdom  said,  'Forget 
coal  for  the  '80s.' 
Diamond  Shamrock 
responded  with  a 
joint  venture  to 
tap  350  million  tons 
of  Alaskan  coal ...  now." 


—  J.  L. Jackson 


-  '    '  ■  A 


Face  it:  With  the  price  of  oil 
down,  coal  is  no  longer  every- 
body's "energy  bridge  to  the 
future."  So  why  is  Diamond 
Shamrock  steaming  ahead  on 
"Diamond  Chuitna,"  a  surface 
mining  joint  venture  on  Alaska's 
Cook  Inlet  with  an  ultimate  coal 
resource  of  more  than  one  bil- 
lion tons? 


Because  the  economics  are  so 
right.  Short-term  and  long-term. 
Nowhere  else  in  the  world  is 
there  so  much  coal  so  close  to 
year-round  deepwater  shipping. 
For  decades  to  come,  Diamond 
Chuitna  could  be  the  lowest- 
cost  supplier  of  steam  coal  to 
the  entire  Pacific  Rim. 

This  is  low-sulfur  sub- 


bituminous  coal,  ideal  for  the 
fuel-hungry  electric  utilities  of 
Japan,  South  Korea,  Taiwan  and 
other  Pacific  nations.  First  pro- 
duction is  targeted  for  1988. 

If  you  would  like  to  know 
more  about  our  Alaskan  coal 
venture,  write  Director  of  Com- 
munications, Suite  3255,  for  the 
booklet  "The  Cook  Inlet  Story." 


That  story  is  just  one  element 
h  Diamond  Shamrock's  strategy 
>f  growing  with  the  growth  of 
he  Pacific  Basin.  Other  ele- 
ments include  extensive  Pacific 
til  exploration  (Alaska,  Austra- 
|a,  New  Zealand,  Indonesia), 
pur  new  agricultural  and  animal 
ealth  chemicals  joint  venture 
/ith  a  Japanese  corporation, 


and  our  merger  with  Natomas 
Company  —  57,000  barrels  a  day 
of  new  oil  production.  Diamond 
Shamrock:  A  Fortune  200  com- 
pany resourceful  enough  to 
make  the  unconventional  move, 
when  we  feel  it  will  put  us  so 
very  much  further. ..into  the 
black. 
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Diamond  Shamrock 

The  resourceful  company 

Diamond  Shamrock  Corporation 
Dallas,  Texas  75201 


Government  deficits  are  likely  to  depress 
housing  starts  and  the  wood  and  lumber 
companies  profits,  but  prosperity  for  the 
papermakers  is  virtually  in  the  bag. 


Forest  products 


By  Lawrence  Minard 


If  only  Washington  doesn't 
screw  things  up.  ...  So  ran  the 
thinking  of  forest  products  com- 
pany chief  executives  as  1983  ended. 
Housing  starts,  up  70%  last  year,  were 
back  to  normal.  Wood  products, 
which  typically  lead  the  industry  out 
of  recession,  had  already  enjoyed  a 
dramatic  turnaround.  Industrial  pro- 
duction, key  to  such  depressed  paper 
products  as  linerboard,  was  beginning 
to  pick  up.  In  short,  the  industry  was 
finally  back  on  course. 

Nevertheless,  Potlatch  Corp.  Chair- 
man Richard  Madden  was 
glum  when  he  addressed 
security  analysts  in  Octo- 
ber, despite  third-quarter 
results  of  $10.8  million, 
which  were  better  than 
twice  1982's  third  quarter. 
Potlatch's  immediate 
prospects,  Madden  con- 
ceded, were  "encourag- 
ing." But  not  so  longer- 
term  prospects.  "Despite 
all  the  rhetoric  from 
Washington,"  he  warned, 
"excessive  federal  spend- 
ing and  huge  budget  defi- 
cits over  the  next  several 
years  .  .  .  [are]  fundamen- 
tal roadblocks  that  threat- 
en the  current  recovery 
and  dampen  our  enthusi- 
asm about  the  longer 
term." 

The  basis  for  Madden's 
fears  is  obvious.  Huge 
deficits  mean  upward 
pressure  on  interest  and 
mortgage  rates,  and  that's 
death  to  housing  starts — 
and  the  wood  companies' 
profits.  The  industry 
hasn't  seen  a  good  hous- 
ing year  since  1978,  when 


starts  were  2.1  million.  By  1982  they 
had  plunged  to  just  over  1  million,  the 
worst  level  since  the  1930s.  The  Yard- 
sticks show  the  damage.  Potlatch, 
Georgia-Pacific,  Louisiana-Pacific, 
Boise  Cascade,  Southwest  Forest, 
Weyerhaeuser — in  every  case  the 
companies'  five-year  average  equity 
had  trouble  keeping  even  with  infla- 
tion or  fell  well  short  of  it.  Because 
1982's  fourth  quarter  was  one  of  the 
worst  on  record,  returns  for  the  latest 
12  months  still  lag  the  five-year  aver- 
ages by  quite  a  margin  despite  the 
upturn  in  housing.  Clouding  the  out- 
look for  some  West  Coast  companies, 


Construction  workers  nailing  Louisiana-Pacific's  uaferboard 
New  competition  is  the  sincerest form  of  flattery. 


Southwest  Forest,  for  example,  are 
government  timber-cutting  contracts 
signed  a  few  years  ago  at  very  high — 
and  today  very  uneconomic — prices. 
Should  the  government  force  the 
companies  to  honor  the  contracts, 
wood  products'  earnings  will  be  ad- 
versely affected. 

What  worries  the  forest  products 
industry  is  how  vulnerable  demand 
for  housing  is  to  interest  rates.  When 
interest  rates  fell  last  spring,  housing 
starts  picked  up  smartly,  to  an  annual 
rate  of  1.9  million  in  August.  But  then 
interest  rates  bounced  up  again, 
which  immediately  knocked  starts 
down  to  an  annualized  1.6 
million  by  November  and 
around  1.7  million  for  the 
full  year. 

The  problem,  of  course, 
is  one  of  affordability.  The 
"affordability  ratio"  is 
that  portion  of  a  typical 
American  family's  after- 
tax income  devoted  to  fi- 
nancing a  home.  The  ratio 
was  22%  in  1977,  when 
housing  starts  stood  at  1.9 
million  units.  Last  year 
the  ratio  was  over  30%. 
Economists  at  the  Federal 
National  Mortgage  Asso- 
ciation figure  tbe  ratio 
must  drop  to  25%  to  sus- 
tain housing  starts  at  1.75 
million  units.  But  a  25% 
ratio,  they  say,  requires 
conventional  mortgages 
at  no  more  than  11.5%, 
vs.  14%  today. 

Even  if  housing  stays  at 
1.7  million  units  this 
year,  forest  products  com- 
panies won't  be  on  easy 
street.  Houses  have  been 
downsized,  and  an  in- 
creasing number  of  buyers 
are  switching  to  less  ex- 
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pensive  multiple-family  dwellings. 
Both  trends  mean  less  wood  sold. 
That  means  this  will  be  the  year  of 
the  low  cost  producer.  Weyerhaeuser, 

i  for  example,  unlike  most  of  its  com- 
petitors, owns  6  million  acres  of  very 
low  cost  timber  and  supplies  all  its 
lumber  requirements.  Even  modest 
growth  in  demand  for  its  lumber  prod- 

ji  ucts  will  flow  more  or  less  directly  to 

I  the  bottom  line.  What  makes  Weyer- 
haeuser doubly  appealing  is  that  it  has 

;  spent  around  $2.5  billion  over  the  last 

I five  years  mostly  on  pulp,  paper  and 
container  making  capacity.  These 
lines  now  account  for  around  40%  of 
Weyerhaeuser's  $4.8  billion  sales  and 
position  the  company  well  for  the 
surge  in  papermakers'  profits  that 
should  follow  the  overall  economic 
upturn  likely  to  continue  this  year. 

Timber-poor  Louisiana-Pacific  in 
Portland,  Ore.  has  figured  out  a  novel 
.  way  to  cash  in  on  the  upturn  in  down- 
;  sized  housing.  LP  Chairman  Harry 
Merlo  has  invested  heavily  in  wafer- 
board,  a  new  plywood  substitute.  Wa- 
;  ferboard  is  made  from  peels  of  inex- 
:  pensive  trees  like  lodgepole  pine  and 


forest  products 


aspen.  According  to  a  recent  study  by 
Bowen  Smith,  Salomon  Brothers' 
ranking  forest  products  analyst,  wa- 
ferboard  costs  up  to  30%  less  to  pro- 
duce than  southern  pine  plywood.  Yet 
it  can  be  substituted  for  plywood  in 
virtually  all  applications,  indoors  and 
out.  Although  it  has  less  than  5%  of 
plywood's  sales  so  far,  the  growth  po- 
tential of  waferboard  is  impressive. 

The  surest  sign  of  that  is  that  ply- 
wood producer  Georgia-Pacific  is 
moving  strongly  into  waferboard  and 
a  similar  substitute,  oriented  stand 
board  (OSB).  GP,  which  produces  19% 
of  America's  plywood  and  sells  30% 
of  it,  now  has  two  waferboard  and 
OSB  mills  in  operation  and  has  an- 
nounced it  will  add  three  more  by 
1985.  That  would  give  GP  around 
20%  of  the  country's  plywood  substi- 
tutes capacity  by  1985,  against  Louisi- 
ana-Pacific's 36%  share  then. 

At  the  upper  end  of  the  industry 
Yardstick  rankings  last  year  were  the 
wealthier  papermakers.  Once  again 
Fort  Howard  of  Green  Bay,  Wis.  and 
James  River  of  Va.  stood  head  and 
shoulders  above  the  pack.  Fort  How- 


ard has  developed  an  expertise  at  turn- 
ing fiber  waste  products  into  valuable 
commercial  tissues.  Because  fiber 
wastes  are  far  cheaper  than  the  virgin 
pulp  most  of  its  competitors  use,  Fort 
Howard  has  become  the  lowest-cost 
producer  in  the  highly  competitive 
tissues  market. 

James  River,  too,  is  the  low-cost 
producer  in  several  of  its  product 
lines.  The  company  has  avoided  huge 
capital  spending  for  new  plants  be- 
cause it  has  been  able  to  buy  under- 
used plants  from  less  specialized  pa- 
permakers. Moreover,  James  River  is 
highly  integrated:  It  converts  trees  to 
pulp,  pulp  to  paper  and  paper  into 
high-value-added  paper  cups,  auto- 
motive filters,  disposable  towels  and 
other  products  (see  box,  p.  172). 

The  cyclical  paper  industry  will  en- 
joy a  fine  year  in  1984.  Paper  depends 
not  on  mortgage  rates  and  housing 
starts  but  on  overall  business  and  con- 
sumer spending  patterns.  At  the  cycli- 
cal peaks,  when  everyone  is  running 
at  full  capacity,  even  a  high-cost, 
widely  diversified  company  like  Inter- 
national Paper  can  earn  over  25%  on 


Yardsticks  of  management  performance 
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equity,  as  IP  did  in  1979, 
the  industry's  last  boom 
year.  Then  the  paper 
companies  spend  heav- 
ily on  new  capacity.  The 
operating  leverage  that 
boosts  earnings  in  the  boom  years 
comes  back  to  clobber  them  as  the 
economy  dips.  With  the  economy 
turning  up  again,  operating  leverage  is 
beginning  to  work  its  old  magic. 

Look  at  badly  hit  St.  Regis,  which 
lost  $49  million  in  1982's  fourth  quar- 
ter, thanks  to  a  writeoff  on  businesses 
being  disposed  of.  St.  Regis  produces 
around  760,000  tons  annually  of  liner- 
board,  the  brown  paper  linings  on 
boxes.  With  everything  from  white 
goods  to  kids'  toys  moving  off  the 
shelves  in  1983,  as  banner  Christmas 
sales  loomed,  demand  for  linerboard 
picked  up.  So  did  its  prices:  up  from 
around  $220  a  ton  in  1982  to  nearly 
$300  a  ton  late  in  1983;  $320  a  ton  is 
anticipated  by  early  1984. 

"So  you're  looking  at  a  $76  million 
swing  for  us  on  linerboard  alone," 
says  St.  Regis  Chairman  William  Ha- 
selton.  Haselton  predicts  St.  Regis 


earnings  of  $4  a  share  in  1984,  vs. 
1982's  $1.29  a  share.  That's  leverage. 

Another  product  likely  to  do  well  in 
the  coming  years  is  uncoated  white 
printing  paper,  which  spews  forth 
from  computers  and  copiers.  Union 
Camp  Chairman  Peter  McLaughlin 
has  wisely  shunned  broad  diversifica- 
tion and  concentrated  his  spending 
primarily  on  uncoated  white  papers 
and  linerboard.  He  has  torn  a  page 
from  Fort  Howard's  book:  He  has  de- 
veloped a  specialty  chemical  business 
that  converts  cheap  waste  chemicals 
into  high-value-added  resins.  From 
nothing,  Union  Camp's  chemicals  di- 
vision has  grown  to  $260  million 
(sales).  Says  McLaughlin:  "Frankly,  I 
see  nothing  in  any  of  our  businesses 
that  worries  me  this  year." 

The  world's  largest  supplier  of  of- 
fice copy  paper  is  Great  Northern  Ne- 
koosa.  But  Great  Northern  was  hit  by 
a  44-day  strike  last  summer  that  cost 
the  company  nearly  $11  million.  The 
strike  is  over,  as  is  most  of  the  spend- 
ing on  a  $560  million  pulp  mill  in 
Mississippi,  scheduled  to  open  in  Sep- 
tember. Half  of  the  new  plant's  output 


will  be  exported,  mainly  to  Europe,  a 
clear  sign  that  the  Scandinavians  are 
running  short  on  trees  and  are  no 
longer  the  fierce  competitors  in  the 
international  pulp  trade  they  once 
were.  Of  course,  the  paper  industry's 
oldest  enemy  is  the  greed  of  its  own 
executives  in  the  up  cycles.  So  it's  not 
too  soon  to  ask  whether  there  will  be 
another  binge  of  overbuilding  as  prof- 
its rebound.  Union  Camp's  McLaugh- 
lin thinks  not,  if  only  because  new 
plants  are  so  costly.  He  cites  a  plant 
he  built  in  the  1960s,  which  cost  $60 
million.  In  1977  he  built  an  identical 
plant.  Cost:  $250  million.  Today,  he 
says,  the  plant  would  cost  over  $500 
million  to  build,  if  Union  Camp  could 
obtain  all  the  required  permits.  "That 
kind  of  capital  simply  is  not  available 
to  very  many  companies,"  says 
McLaughlin. 

So  the  industry  can  probably  count 
on  another  year  or  two  of  prosperity, 
unless  those  $200  billion-plus  govern- 
ment deficits  throw  a  wrench  into  the 
recovery.  Says  Union  Camp's 
McLaughlin,  "We  keep  hoping  the 
politicians  will  do  something."  ■ 


The  best  little  paper  company  in  America 


Fl  rom  the  Yardsticks,  James  River  Corp.  of  Virginia 
looks  more  like  a  hot  computer  maker  or  defense 
contractor  than  a  paper  company.  Founded  15  years  ago 
by  chemical  engineer  Brenton  Halsey,  now  56,  and 
mechanical  engineer  Robert  Williams,  53,  James  Riv- 
er's sales  have  grown  at  56.2%  annually  over  the  last 
five  years,  to  $2.4  billion  today.  Profits  have  com- 
pounded at  30% .  Through  boom  and  bust  the  company 
has  earned,  on  average,  26%  on  shareholders'  equity — 
better  than  twice  the  typical  paper  company's  average. 

It's  been  achieved  by  acquisitions,  but  this  is  no  hall 
of  mirrors  from  the  Sixties.  Halsey  and  Williams  built 
their  company  by  buying  up  numerous  small  mills  that 
had  become  unsuited  to  the  great  economies  of  scale  of 
the  commodity  grades  but  were  ideally  suited  to  the 
much  smaller  markets  of  specialty  grades.  In  recent 
years,  they  have  expanded  into  industrial  and  consum- 
er commodity  grades,  but  only  in  those  lines  where 
value-added  is  highest.  The  company  now  produces 
papers  used  in  industrial  items  like  sandpaper  backing 
and  automotive  filters  and  consumer  items  like  paper 
towels,  sanitary  tissues  and  paper  cups.  "We  have  no 
desire,"  says  Halsey,  "to  become  a  cross  section  of  the 
paper  industry."  The  widely  diversified  giants  that 
owned  these  small  mills  could  have  switched  them 
over  to  specialty  grades,  too,  of  course,  but  either  didn't 
find  it  worth  their  while  to  bother  or  were  deterred  by 
the  need  for  a  very  specialized  sales  force. 

So  Fialsey  and  Williams  have  been  able  to  buy  assets 
quite  cheaply.  Halsey  says  he  usually  pays  book  value 
or  less  ant'  generally  pays  with  combinations  of  James 
River  stock  iwhich  trades  at  better  than  twice  book) 
and  cash  boi  wed  against  the  acquired  assets.  In  this 
sense,  Halsey  and  Williams  are  leveraged  buyout  art- 


ists working  from  behind  a  corporate  facade. 

Once  they  buy  an  asset,  Halsey  and  Williams  use  its 
cash  flow  to  repay  debt,  improve  productivity  by  mod- 
ernizing plant  and  equipment  and  upgrade  product 
lines.  It  works:  James  River's  average  selling  price  last 
year  was  $1,600  a  ton,  vs.  the  industry  average  of  $500 
to  $600  a  ton. 

How  long  can  James  River  keep  buying  ever  larger 
ever  more  frequently?  In  1980  it  bought  Gulf  &  West- 
ern's $500  million  (sales)  Brown  Co.  for  its  big  pulp 
mill  in  New  Hampshire.  In  1982  it  paid  $450  million 
for  American  Can's  $1.1  billion  (sales)  Dixie-Northern 
operations,  makers  of  the  Dixie  cup;  Dixie-Northern 
gave  James  River  another  large  pulp  mill  in  Alabama. 
Last  year  the  duo  paid  Sir  James  Goldsmith  $170  mil- 
lion for  Diamond  International's  pulp  and  paper  assets. 
The  American  Can  and  Diamond  International  acqui- 
sitions added  around  $1.3  billion  in  consumer  paper 
products  to  balance  out  the  industrial  side. 

Now  that  is  the  corporate  fast  track.  But  Halsey  says 
he  can  keep  it  up.  He  promises  to  compound  James 
River  profits  at  a  minimum  15%  annually,  after  infla- 
tion, for  the  next  five  years.  To  do  so  James  River  is 
spending  $1  billion  during  1983-87,  all  internally  gen- 
erated. Around  $350  million  will  go  for  basic  upkeep. 
The  other  $650  million- is  earmarked  for  plant  refur- 
bishment and  expansion.  This,  says  Williams,  will 
double  James  River's  operating  margin,  from  3%  in 
early  1983  to  6%  by  1987,  and  by  1987  will  triple  the 
company's  profits. 

Says  Williams  of  the  implied  24.5%  annual  earnings 
growth  rate:  "We  think  that's  very  conservative." 

Well,  it  is  a  $40  billion  industry,  so  there's  still  lots 
of  room  to  maneuver. — L.M. 
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The  recovery  is  under  way  in  the  chemical 
industry.  Now  if  producers  can  just  keep  those 
expansion  plans  on  the  shelf. 


Chemicals 


By  Thomas  Jaffe 


T|  he  price  rises  were  beginning 
to  stick  in  the  chemical  indus- 
try last  year:  in  ammonia  fertil- 
izers, as  high  as  $160  a  ton,  vs.  $115 
last  summer;  in  polyester  fibers,  from 
75  cents  a  pound  to  82  cents  during 
the  same  period;  and  in  plastics,  like 
low-density  polyethylene  and  poly- 
propylene, up  more  than  20%  during 
1983.  But  talk  to  chief  executives  and 
they  sound  a  warning  note  at  once. 
"Volume  is  improving,  but  from  a 
very  low  point,"  says  Paul  Oreffice, 
chief  executive  officer  of  $10.6  billion 
(sales)  Dow  Chemical  Co.,  which 


sank  sharply  in  the  latest  12  months 
on  Forbes'  industry  Yardsticks  be- 
cause of  slumps  in  such  commodities 
as  caustic  soda  and  ethylene  glycol 
and  a  sharp  swing  into  the  red  by  its 
Dowell  oil  production  services.  "At 
the  end  of  1982  we  were  operating  at 
65%  of  capacity.  Now  we're  at  75%. 
That's  not  lousy,  it's  just  bad.  We'd 
like  to  be  in  the  80% s,  so  there's  still  a 
ways  to  go."  Not  until  1985,  in  Oref- 
fice's  opinion,  can  Dow  hope  to  get 
back  to  peak  1980  levels. 

The  caution  is  commendable.  Here 
is  an  industry  with  a  tendency  to  get 
carried  away  in  good  times  and  to 
overexpand,  with  dire  results,  when 


demand  turns  down.  Under  pressure 
from  the  recession,  the  industry  has 
been  shedding  a  lot  of  the  fat.  Consid- 
er $9.1  billion  (sales)  Union  Carbide 
Corp.,  just  as  badly  hurt  as  Dow  on 
the  Profitability  Yardsticks  and  only 
now  beginning  to  recover  after  eight 
successive  quarters  of  down  earnings. 
Since  1978  Carbide  has  unloaded  over 
$1  billion  of  assets,  and  is  still  at  it. 
Recently  the  company  wrote  off  $140 
million,  including  a  polyethylene  op- 
eration in  Texas  and  olefin  and  deriva- 
tive facilities  on  the  GuH  Coast. 

Nevertheless,  significant  pockets  of 
overcapacity  still  exist.  Since  1980  a 
spate  of  plant  openings  in  western 


hemicals 


ardsticks  of  management  performance 


Profitability 

Growth 

Earnings 

Return  on  equity 

Return  on  total  capital 

Sales 

per  share 

latest 

debt/ 

latest 

net 

5-year 

5-year 

12 

equity 

5-year 

5-year 

12 

profit 

5-year 

5-year 

5-year 

5-year 

ompany 

rank 

average 

months 

ratio 

rank 

average 

months 

margin 

rank 

average 

rank 

average 

iversified 

R  Grace 

1 

15.0% 

7.1% 

0.5 

3 

10.4% 

5.5% 

2.6% 

6 

9.7% 

5 

6.4% 

>hm  &  Haas 

2 

14.6 

16.5 

0.3 

2 

11.2 

12.8 

7.3 

5 

10.0 

1 

22.0 

ow  Chemical 

3 

13.5 

4.9 

0.6 

8 

8.9 

4.9 

2.3 

4 

13.1 

13 

-1.6 

I  du  Pont 

4 

13.5 

9.2 

0.5 

1 

11.5 

7.4 

2.8 

1 

22.5 

3 

8.3 

iamond  Shamrock 

5 

12.9 

7.4 

0.5 

9 

8.8 

5.7 

3.2 

3 

is  - 

16 

-6.1 

ercules 

6 

12.8 

1 1.4 

0.4 

4 

10.3 

10.2 

5.7 

8 

9.0 

2 

9.4 

AC 

7 

12.8 

12.1 

0.3 

5 

9.3 

8.6 

4.6 

13 

7.9 

4 

7.1 

auffer  Chemical 

8 

12.2 

def 

0.3 

6 

9.0 

0.5 

def 

14 

7.6 

10 

-0.6 

Hied  Corp 

9 

11.6 

9.0 

0.2 

10 

8.2 

7.4 

3.7 

2 

18.8 

6 

4.4 

merican  Cyanamid 

10 

11.5 

9.7 

0.3 

7 

8.9 

7.9 

4.3 

7 

9.4 

7 

1.8 

nion  Carbide 

11 

11.1 

4.3 

0.4 

12 

8.1 

3.8 

2.5 

12 

8.0 

8 

0.9 

onsanto 

12 

10.4 

9.2 

0.3 

13 

7.5 

6.8 

5.4' 

9 

8.9 

12 

-1.3 

ational  Distillers 

13 

9.8 

4.4 

0.2 

11 

8.1 

4.5 

2.3 

15 

6.3 

14 

-2.4 

■nnwalt 

14 

9.0 

6.2 

0.4 

14 

7.1 

6.0 

2.8 

17 

6.1 

15 

-2.8 

elanese 

15 

8.2 

3.1 

0.6 

16 

6.3 

3.2 

1.2 

10 

8.6 

9 

-0.6 

lin 

16 

8.2 

6.9 

0.3 

15 

6.5 

5.7 

3.0 

16 

6.1 

11 

-0.9 

:ichhold  Chemicals 

17 

6.3 

8.4 

0.3 

17 

5.2 

6.1 

2.3 

11 

8.0 

17 

-7.7 

edians 

11.0 

7.4 

0.3 

8.8 

6.0 

2.8 

8.9 

-0.6 

Note:  Explanation  of  Yardsticks  calculations  on  page  38. 
def:  deficit. 
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Canada  has  helped  in- 
crease North  American 
methanol  capacity  56%, 
to  2.5  billion  gallons. 
Demand  is  only  60%  of 
that.  Since  these  Canadian  operations 
run  on  cheap  natural  gas,  they  are  a 
major  threat  to  higher-cost  U.S.  pro- 
ducers like  Celanese,  which  has 
Canadian  capacity  of  its  own. 

Another  overbuilt  market  is  that  of 
ethylene  glycol,  used  mainly  in  anti- 
freeze and  polyester  fiber.  For  in- 
stance, Union  Carbide  has  a  520-mil- 
lion-pound-capacity  plant  scheduled 
to  open  this  year  in  Alberta.  Additions 
like  this  will  boost  capacity  to  around 
7  billion  pounds;  current  demand  is 
only  4.8  billion. 

In  worse  shape  is  the  $650  million 
soda  ash  business.  In  1980-81  soda 
ash,  used  in  glass  and  phosphate  refin- 
ing, was  enormously  profitable  for 
producers  like  Stauffer  Chemical  and 
FMC.  As  a  result,  by  1983  producers 
expanded  capacity  nearly  30% — from 
9.2  million  tons  to  11.8  million.  The 
chief  player  was  Tenneco,  accounting 
for  1  million  tons  of  the  rise. 

Trouble  is,  the  long-term  growth 
rate  of  soda  ash  is  a  meager  2% .  The 
domestic  market  simply  has  been  un- 
able to  absorb  the  new  tonnage,  and 
foreign  markets  have  grown  more 


slowly  than  expected.  So  list  prices, 
which  peaked  at  $92  a  ton  in  July 
1981,  are  now  running  in  the  low 
$80s,  and  cutthroat  competition  has 
even  driven  actual  prices  below  $70. 

Finally,  there  is  chlorine.  Although 
demand  is  up,  the  business  still  isn't 
operating  at  much  more  than  a  70% 
rate.  But  an  estimated  5%  of  capacity 
is  permanently  shut,  and  this  figure 
ought  to  double  by  the  end  of  1984. 
Chlorine  producers  are  faced  with  a 
real  dilemma,  though.  Because  they 
have  already  retrenched,  greater  vol- 
ume for  some  products  has  led  to  spot 
tightness  and  higher  prices.  "The  dan- 
ger is  that  once  there  is  the  slightest 
positive  news,  companies  will  be 
tempted  to  reopen  a  bunch  of  plants 
that  should  never  be  started  again," 
notes  Dow  Chief  Executive  Oreffice, 
who  says  he's  still  wary  of  reopening 
20%  of  Dow's  own  capacity  now  shut. 

Meanwhile,  most  of  the  Yardstick 
companies  have  been  redeploying  as- 
sets, striving  mainly  to  concentrate 
their  bets  in  the  safer  and  generally 
more  lucrative  specialty  chemicals. 
One  of  the  more  enthusiastic  propo- 
nents of  redeployment  has  been  $2.5 
billion  (sales)  Hercules  Inc.,  which 
along  with  equally  acquisitive  Rohm 
&.  Haas  has  held  up  well  in  the  latest 
12  months'   profitability  rankings. 


Over  the  past  five  years  Hercules  has 
wiped  off  its  balance  sheet  half  its 
1978  assets  of  $1.6  billion,  consisting 
mainly  of  commodity  petrochemi- 
cals, including  $450  million  spun  off 
into  a  polypropylene  resins  joint  ven- 
ture with  Italy's  Montedison.  In  their 
place  are  more  than  $1  billion  of  new 
assets  (not  including  the  acquisition 
of  Simmonds  Precision  Products,  in 
electrical  components),  more  than 
double  the  amount  in  water-solubles, 
aerospace  and  explosives,  and  a  sub- 
stantial increase  in  organics. 

"This  is  one  hell  of  a  lot  different 
company  than  it  used  to  be,"  says 
Hercules  CEO  Alexander  Giacco. 
"What  we've  done  is  to  strip  the  old- 
ies down  to  their  bare  essentials  and 
then  put  money  behind  them." 

Hercules  is  now  running  at  70%  of 
capacity,  which  is  a  bit  below  average 
for  the  Yardsticks  chemical  compa- 
nies, and  Giacco  expects  that  to  ap- 
proach 80%  in  1984.  For  Hercules, 
however,  that's  much  higher-mar- 
gined capacity  than  it  used  to  be. 
"We've  gone  with  our  winners,  value- 
added  products.  We've  got  rid  of  a 
pound  of  basic  plastics  and  replaced  it 
with  a  pound  of  water-soluble  poly- 
mers. In  fibers  we've  got  out  of  polyes- 
ter intermediates,  but  stayed  in  diaper 
covers  and  health  care  disposables." 
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Wire  into  the  business  circuit  in  San  Antonio. 


High-tech  industries  are  charging  into  the  future,  and  moving  to  San  Antonio  today.  Joining  companies  that  are  profit- 
ing'in  San  Antonio,  such  as  Southwest  Research  Institute,  Advanced  Micro  Devices,  Tandy  Corporation  and  Datapoint. 
They  profit  from  the  high  productivity  of  an  energetic,  trainable  work  force.  The  resources  offered  by  nine  colleges  and 
universities.  And  a  citywide  commitment  to  corporate  expansion  and  relocation.  Join  these  high-tech  companies  that 
mean  business  in  San  Antonio.  And  wire  into  a  winner.  .      J    .  * 

For  an  Executive  Summary  and  more  information,  contact  MBBMMI 

_  _    .  '  .  *  ,  ■  \  ALL  AMERICA  CITY 

Terry  Button,  President,  San  Antonio  Economic  Development  Foundation,  I  I        I  f 

P.  O.  Box  1628,  San  Antonio,  Texas  78296,  (512)  226-1394.  "II' 


Despite  cutbacks  on  capacity,  there 
is  increased  spending  on  research  and 
development,  partly  spurred  by  ad- 
vances in  genetic  engineering,  the  de- 
sire to  diversify  into  neighboring  sci- 
entific fields  and  growing  competitive 
pressure.  At  $6.3  billion  (sales)  Mon- 
santo Co.,  which  drastically  cut  back 
its  research  efforts  a  decade  ago,  a  full 
one-third  of  the  $300  million  R&D 
budget  now  goes  into  pure  discovery, 
much  of  that  in  the  field  of  genetic 
engineering.  The  same  focusing  of  re- 
search effort  is  occurring  among  Euro- 
pean chemical  giants. 

Union  Carbide  and  Shell  Oil's 
chemical  division  recently  an- 
nounced the  development  of  a  new 
manufacturing  process  that  could  cut 
production  costs  for  polypropylene  by 
one-third  and  capital  costs  by  about 
the  same.  Carbide  estimates  the  price 
of  its  new  plant,  with  up  to  200  mil- 
lion pounds  of  capacity,  will  be  $40 
million  to  $45  million. 

Breakthroughs  like  that  can  open 
up  new  markets.  Example:  Dow  used 
to  sell  styrofoam  only  in  major  mar- 
kets— the  U.S.,  Japan  and  Western  Eu- 
rope— because  it  didn't  think  it  was 


economical  to  produce  except  in  a 
monster  plant.  Now  it  has  entered 
smaller  markets  because  it  has  found 
out  how  to  get  the  same  economies 
from  plants  only  one-fifth  to  one- 
third  the  size. 

One  approach  to  new  products  and 
processes  is  to  take  the  acquisition 
route.  Few  companies  in  this  industry 
have  done  that  with  greater  success 
than  $1.6  billion  (sales)  Air  Products 
&  Chemicals,  consistently  a  profit 
leader  in  industrial  gases  in  competi- 
tion with  the  Linde  division  of  Car- 
bide and  British  Oxygen  (which 
bought  Airco  in  1978). 

"Over  the  last  30  years  we've  had 
around  120  'special  ventures' — either 
acquisitions,  joint  ventures  or  tech- 
nologies bought  and  then  developed 
in-house,"  says  Edward  Donley,  Air 
Products  &  Chemicals  chairman. 
"We've  managed  to  stay  a  specialty 
company  instead  of  becoming  a  con- 
glomerate throughout  all  this  because 
everything  has  been  so  closely  relat- 
ed. We're  not  interested  in  an  acquisi- 
tion candidate  unless  we  already  mas- 
tered internally  two-thirds  of  its  tech- 
nical and  sales  knowhow." 


If  Air  Products'  profitability  in  the 
latest  12  months  looks  merely  aver- 
age for  the  industry,  the  future  looks 
bright.  Holding  long-term  debt  to 
about  35%  of  total  capital,  Donley 
expects  to  be  able  to  finance  capital 
spending  of  an  average  of  $400  million 
a  year  for  the  next  five  years  mostly 
through  internal  cash  flow,  modestly 
increase  dividends  at  the  same  time, 
and  still  have  about  $1  billion  that 
isn't  earmarked.  "That,"  says  he,  "is 
the  sound  of  growth." 

"When  I  hear  something  like  this," 
says  Oreffice,  "I  can  understand  why 
many  companies  want  to  go  clean  out 
of  basic  chemicals  and  plastics.  But 
don't  overlook  the  fact  that  as  long  as 
you  stay  strong  technologically  and 
pump  money  into  manufacturing  pro- 
cesses, there  is  plenty  of  growth  po- 
tential still  available  in  these  prod- 
ucts. And  you  don't  need  to  build 
more  monster  plants  to  get  it." 

Dow  has  certainly  proved  that  it  is 
possible  to  make  good  money  in  com- 
modity chemicals — and  that  the  Air 
Products  road  isn't  the  only  road.  It's 
not  what  you  do  that  counts  but  how 
you  do  it.  ■ 
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Specialized 

reeport-McMoran 

1 

24.3% 

12.4% 

0.5 

4 

16.7% 

6.7% 

11.8% 

3 

19.1% 

3 

21.5% 

Jalco  Chemical 

2 

23.5 

18.4 

0.1 

1 

22.9 

17.8 

9.6 

11 

10.7 

8 

11.9 

t'abot 

3 

21.3 

9.9 

0.3 

6 

14.0 

7.5 

4.1 

1 

23.3 

1 

29.3 

jiorton  Thiokol 

4 

20.6 

16.3 

0.2 

5 

15.6 

15.7 

5.2 

8 

12.4 

2 

26.9 

nibrizol 

5 

20.6 

12.6 

0.0 

2 

19.0 

11.8 

7.4 

9 

11.9 

13 

7.6 

Jational  Svc  Inds 

6 

20.1 

18.6 

0.0 

3 

17.7 

16.8 

5.9 

12 

10.5 

5 

16.5 

rulcan  Materials 

7 

18.6 

10.2 

0.2 

7 

13.6 

8.0 

5.9 

15 

9.7 

11 

10.8 

texter 

8 

17.6 

16.3 

0.3 

9 

12.7 

11.6 

5.1 

4 

17.2 

10 

10.8 

tjig  Three  Industries 

9 

17.2 

8.4 

0.3 

8 

13.2 

7.0 

7.6 

2 

19.3 

6 

14.5 

|ir  Prods  &  Chems 

10 

16.8 

11.5 

0.5 

15 

10.1 

7.6 

6.7 

7 

12.8 

7 

12.4 

un  Chemical 

11 

15.8 

9.4 

0.9 

11 

10.7 

7.1 

2.2 

6 

13.6 

4 

17.2 

Vitco  Chemical 

12 

15.6 

15.0 

0.4 

10 

10.8 

9.9 

3.4 

5 

14.9 

12 

8.7 

fitl  Minerals  &  Chem 

13 

15.1 

8.4 

0.4 

12 

10.5 

6.5 

5.8 

19 

6.4 

17 

1.0 

jthyl 

14 

14.3 

12.5 

0.4 

14 

10.2 

8.7 

5.9 

17 

7.5 

14 

4.4 

IPG  Industries 

15 

13.9 

12.1 

0.3 

13 

10.4 

8.9 

5.8 

16 

8.1 

9 

10.8 

[liquid  Air 

16 

11.7 

8.3 

0.4 

17 

9.1 

6.1 

5.3 

10 

10.7 

18 

-0.1 

lerro 

17 

11.2 

8.5 

0.4 

16 

9.9 

7.1 

2.5 

13 

10.4 

16 

1.3 

(CM 

18 

9.2 

3.0 

0.5 

18 

7.2 

3.4 

0.9 

20 

6.3 

15 

3.8 

Williams  Cos 

19 

9.1 

2.4 

0.5 

19 

5.8 

2.5 

1.6 

14 

10.1 

19 

-2.0 

jvulf  Resources  &  Chem 

20 

def 

11.8 

2.2 

20 

2.0 

7.3 

3.0 

18 

7.4 

20 

P-D 

;af 

21 

def 

def 

0.9 

21 

def 

3.2 

0.1 

21 

-5.0 

20 

P-D 

Redians 

15.8 

11.5 

(1.4 

10.7 

7.5 

5.3 

10.7 

10.8 

Industry  medians 

13.2 

9.2 

0.4 

10.0 

7.1 

3.9 

9.9 

4.4 

It-industry  medians 

15.1 

12.6 

0.4 

10.8 

8.6 

3.5 

12.4 

9.4 

Note:  Explanation  of  Yardsticks  calculations  on  page  38. 
P-D  profit  to  deficit,    def  deficit. 
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In  this  business,  everybody  has  two  competitive 
worries:  the  other  companies  and  Japan. 


Electronics 


By  Kathleen  K.  Wiegner 

After  two  years  of  bad  times  the 
recession  has  ended  in  the  elec- 
i  tronics  industry.  For  nearly  all 
companies,  however,  the  12-month 
figures  in  the  accompanying  Yard- 
sticks still  look  gloomy.  That's  be- 
cause the  upturn  is  recent  and  the 
effects  of  hard  times  linger  in  our 


numbers.  The  improvement  doesn't 
show  in  the  1983  Yardsticks,  but  it 
will  in  1984. 

Look,  for  example,  at  Intel.  Its  earn- 
ings were  a  shadow  of  former  highs 
through  the  March  quarter,  but  then 
things  suddenly  took  off.  Profits  al- 
most doubled  in  the  June  period,  and 
then  came  one  of  the  best-ever  Sep- 
tembers. "This  is  the  strongest  recov- 


ery I  have  ever  seen,"  says  Chairman 
Gordon  Moore.  "There  are  so  many 
products  people  want  to  move  into 
production,  but  the  rate  of  systems 
growth  will  be  limited  by  the  avail- 
ability of  components."  His  company, 
for  example,  is  having  trouble  meet- 
ing delivery  schedules,  especially  for 
its  popular  microprocessors. 
Strong  demand  for  semiconductors 
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EG&G 

1 

29.6% 

25.3% 

0.1 

1 

26.4% 

23.3% 

5.2% 

8 

20.0% 

2 

25.0°^ 

AMP 

2 

23.9 

20.1 

0.1 

3 

20.9 

17.8 

10.3 

11 

16.2 

8 

17.3 

Raytheon 

3 

23.0 

17.4 

0.0 

2 

22.0 

17.0 

5.2 

13 

15.1 

6 

17.8 

Hewlett-Packard 

4 

19.8 

18.0 

0.0 

4 

18.9 

16.9 

9.2 

5 

24.3 

4 

22.2 

General  Instrument 

5 

19.6 

12.1 

0.1 

6 

17.1. 

11.2 

8.0 

14 

13.6 

1 

30.1 

M/A-Com 

6 

18.2 

9.3 

0.4 

5 

17.4 

7.8 

4.7 

1 

46.0 

3 

24.6 

Intel 

7 

17.8 

12.0 

0.3 

7 

16.8 

10.0 

7.5 

2 

29.1 

11 

14.2 

Avnet 

8 

17.7 

11.1 

0.0 

8 

16.5 

11.0 

4.6 

17 

12.9 

13 

11.3 

Harris  Corp 

9 

17.6 

9.0 

0.3 

12 

12.7 

6.7 

3.9 

9 

18.3 

7 

17.6 

Perkin-Elmer 

10 

17.4 

9.5 

0.1 

9 

15.2 

9.0 

4.7 

6 

20.8 

5 

18.2 

TRW 

11 

17.4 

12.2 

0.2 

14 

11.5 

8.6. 

3.5 

21 

10.9 

17 

7.7 

Tektronix 

12 

16.6 

7.8 

0.2 

10 

14.4 

6.9 

4.2 

7 

20.8 

10 

14.7 

Motorola 

13 

14.9 

11.9 

0.2 

11 

13.5 

10.9 

5.0 

12 

15.5 

12 

12.7 

Natl  Semiconductor 

14 

14.5 

def 

0.4 

13 

11.5 

0.2 

def 

3 

25.8 

18 

6.4 

GTE 

15 

14.3 

15.6 

0.9 

24 

7.5 

7.8 

7.4 

22 

9.8 

20 

5.1 

Honeywell 

16 

14.3 

10.6 

0.3 

15 

11.2 

8.4 

4.0 

19 

12.4 

9 

15.5 

North  Amer  Philips 

17 

13.2 

11.2 

0.3 

19 

9.2 

7.8 

2.5 

18 

12.5 

15 

9.3 

American  District 

18 

13.0 

13.7 

0.1 

18 

9.3 

9.4 

5.8 

16 

13.4 

16 

8.6 

American  Tel  &  Tel* 

19 

12.3 

10.2 

0.5 

25 

7.4 

6.5 

9".7 

20 

11.7 

20 

5.1 

Corning  Glass  Works 

20 

11.5 

9.7 

0.4 

17 

9.9 

7.3 

6.2 

24 

7.4 

19 

5.7 

Intl  Tel  &  Tel 

21 

10.9 

10.1 

0.5 

20 

8.9 

8.5 

4.2 

25 

5.9 

22 

3.3 

Gould 

22 

10.8 

8.2 

0.4 

21 

8.7 

7.1 

5.3 

23 

8.0 

24 

-4.6 

Texas  Instruments 

23 

10.1 

def 

0.2 

16 

10.5 

def 

def 

10 

17.1 

23 

-2.1 

Varian  Associates 

24 

8.6 

15.2 

0.3 

23 

7.7 

12.9 

5.9 

15 

13.5 

14 

9.7 

Oak  Industries 

25 

3.6 

def 

0.9 

22 

8.5 

def 

def 

4 

24.4 

25 

P-D 

Industry  medians 

14.9 

11.1 

0.3 

11.5 

8.5 

5.0 

15.1 

11.3 

All-industry  medians 

15.1 

12.6 

0.4 

10.8 

8.6 

3.5 

12.4 

9.4 

Note:  Explanation  of  Yardsticks  calculations  on  pa^e  38, 

'Data  are  on  predivestiture  basis.    P-D:  profit  to  deficit    def  deficit. 
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helped  Motorola  post  gains  of  92%  in 
the  third  quarter,  while  National 
Semiconductor  had  its  first  profitable 
quarter  since  1982.  "I've  never  seen  a 
market  as  strong  as  this,"  says  Presi- 
dent Charles  Sporck,  echoing  Moore. 
"I  can't  explain  it  exactly.  It  seems  to 

i  be  more  than  just  a  better  economy." 
At  Massachusetts-based  EG&.G, 
they  know  what  Sporck  is  talking 
about:  The  company  has  done  better 
than  the  economy  for  years  and  tops 
the  Forbes  Profitability  roster  for  its 
industry.  The  firm's  mix  of  manufac- 
turing specialized  instruments  and 
components  and  providing  govern- 
ment support  contracts  (it  is  prime 
contractor  to  the  Department  of  Ener- 
gy) leaves  it  uniquely  positioned. 

EG&G  couldn't  beat  its  five-year 
return  on  equity  average  last  year,  but 
that  was  no  disgrace:  its  ROE  was 
25.3%.  Only  3  of  the  25  firms  on  our 
list  managed  to  top  their  five-year 
profitability  figures.  The  growing  de- 
mand for  alarm  systems  helped  Amer- 
ican District  Telegraph,  though  high- 
er installation  costs  and  heavy  capital 
spending  should  hurt  profits  next 

i  year.  GTE  benefited  from  growing 
sales  of  its  telecommunications  prod- 

(  ucts  and  a  $60  million  tax  settlement. 
Varian  Associates,  meanwhile,  is  re1 
covering  impressively  from  a  1981 
deficit. 

W.J.  (Jerry)  Sanders,  the  outspoken 
president  of  Advanced  Micro  Devices, 
thinks  the  recovery  is  being  led  by  the 
information  revolution.  "During  the 
recession,"  he  explains,  "people  were 
designing  products  in  anticipation  of 
a  recovery."  Fortunately,  nearly  all 
;  those   new   product   designs,  from 
I  small  computers  to  telephone  gear, 
i  mean  more  orders  for  component 
[  manufacturers. 

Consider  AMP,  the  leading  produc- 
i  er  of  power  connectors  and  the  indus- 
try's second-best  company  in  terms  of 
long-term  profitability.  Its  products 
n  are  used  in  a  wide  range  of  markets, 
j  from  military  and  aerospace  to  com- 
|  munications.  But  each  IBM  PC  also 
I  contains  around  $40  worth  of  AMP 
1  parts.  That  translated  into  around  $40 
million  in  sales  for  the  $1.2  billion 
[i  company  in  1983.  When  the  PCjr  be- 
;  gins  shipping  this  year,  it  could  add 
ji  another  $15  million  to  AMP's  sales. 
The  good  times,  of  course,  haven't 
hit  everyone — and  cable  television  is 
:  a  common  link  among  many  firms 
|  that  are  still  suffering.  The  fall  in  de- 
mand for  cable-related  equipment,  for 
I  example,  has  hurt  General  Instru- 
|  ment  badly.  M/A-Com  is  also  suffer- 
i  ing  because  margins  on  its  coaxial 
i  cable  business  are  shrinking.  Cable 


operators  are  shifting  away  from 
trunk  capacity  to  less  expensive  drop 
lines.  Then  there  is  Oak  Industries.  Its 
cable  equipment  business  is  off,  and 
the  company  has  set  up  loss  reserves 
of  over  $70  million  related  to  its  de- 
parture from  subscription  television 
in  Phoenix  and  Dallas  as  well  as  in- 
ventory writedowns. 

Tektronics  is  hurting  badly,  but  for 
different  reasons.  It  is  the  leading 
manufacturer  of  oscilloscopes,  and 
sales  have  been  flat  for  the  past  two 
years.  Profits  fell  from  over  $80  mil- 
lion in  1981  to  less  than  $50  million 
in  the  fiscal  year  ending  in  May.  Now 
the  company  has  cut  its  work  force  by 
9%  and  hopes  that  expanded  R&D 
spending  will  add  excitement  to  its 
product  line. 

A  few  microchip  producers  are  hav- 


Intel's  wafer  fabrication  line 
Making  chips  gets  more  costly. 


ing  problems,  too.  At  Gould,  profits 
from  continuing  operations  fell  6%  in 
the  third  quarter  as  a  result  of  lower 
semiconductor  margins  and  product 
delays  of  new  lines  of  test  and  mea- 
surement equipment.  At  Honeywell, 
semiconductor  losses  are  also  de- 
pressing margins. 

But  for  most  component  makers,  by 
contrast,  the  upturn  came  so  quickly 
that  they  are  straining  to  keep  up.  The 
recession  was  a  curious  one:  Unit 
shipments  rose  while  prices  fell 
through  the  floor — off  by  70%  on 
some  parts.  Now  prices  are  firming, 
but  new  orders  are  hard  to  fill.  "We 
can  barely  satisfy  our  existing  cus- 
tomers, let  alone  prospective  ones," 
says  AMD's  Sanders. 

The  book-to-bill  ratio  is  the  indus- 
try's favorite  index  of  health.  When 
this  number  exceeds  one,  it  means 
new  orders  are  outpacing  billings.  A 
figure  of  1.5  is  considered  ideal.  In 
October  this  index  stood  at  1.56, 
which  means  that  lots  of  parts  are  in 
short  supply — everything  from  Intel's 
and  Motorola's  microprocessors  to 
ordinary  logic  circuits  from  Texas 
Instruments. 

In  1984  U.S.  and  European  chip- 
makers  expect  to  enjoy  24%  sales  dol- 
lar growth  rates  unless  the  recovery 


stalls.  But  this  recovery  won't  be  just 
like  the  last  one.  There  have  been 
structural  changes  in  the  electronics 
business  that  do  not  signal  a  simple 
replay  of  the  boom  that  followed  the 
bust  of  the  mid-Seventies. 

Take  markets.  In  the  past,  main- 
frame and  minicomputer  companies 
were  key  factors  in  any  industry  turn- 
around. Now  the  principal  buyers  are 
manufacturers  of  personal  computers, 
communications  equipment  and 
word  processors.  The  auto  industry  is 
also  a  major  customer.  Ford,  for  exam- 
ple, estimates  that  it  now  uses  over 
$300  worth  of  electronic  gear  in  every 
car,  not  including  the  radio,  vs.  $25  in 
1970.  Fortunately,  this  broadens  the 
industry's  base,  both  in  terms  of  com- 
panies and  markets. 

Despite  the  change,  not  every  part 
is  in  short  supply.  Garden  variety 
read-only  memories  (ROMs),  for  ex- 
ample, are  readily  available.  They  are 
a  key  component  of  video  games,  a 
business  that  has  gone  bust  in  recent 
months.  Texas  Instruments'  exit  from 
the  home-computer  business  also 
contributed  to  the  glut  of  ROMs.  It  is 
throwing  units  on  the  market  that 
were  originally  intended  for  its  PCs. 

Even  as  the  recession  hit  bottom  in 
the  summer  of  1982,  several  dozen 
new  semiconductor  companies  were 
springing  up,  backed  by  hefty 
amounts  of  venture  capital,  to  exploit 
one  or  two  devices  or  a  particular  pro- 
cess technology.  A  handful,  among 
them  LSI  Logic,  VLSI  Technology  and 
SEEQ  Technology,  have  already  gone 
public.  While  still  too  small  to  show 
up  on  the  Forbes  Yardsticks,  they 
point  the  way  to  technologies  that 
will  be  important  over  the  next  sever- 
al years. 

Two-year-old  Linear  Technology, 
for  example,  was  formed  by  a  group  of 
engineers  who  left  National  Semi- 
conductor. It  makes  analog  circuits, 
which  translate  analog  information 
(like  sound  or  heat)  into  on-off  digital 
impulses.  Analog  circuits  are  expect- 
ed to  enjoy  a  30%  growth  over  1984. 
It  is  no  surprise  that  National  Semi- 
conductor is  still  a  big  player  in  that 
business. 

LSI  Logic,  on  the  other  hand,  makes 
gate  arrays.  These  permit  customers 
to  customize  standard  chip  designs. 
Much  of  the  startup  activity  stems 
from  this  custom  or  semicustom 
business.  Monolithic  Memories  has 
been  making  a  programmable  array 
logic  (PAL)  chip  for  some  time.  But 
now  it  has  competition  from  Ad- 
vanced Micro  Devices  and  National. 
SEEQ  was  one  of  the  first  with  a 
memory  chip  called  an  EEPROM, 
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EXPORT  COUNTRY 


A  shrinking  world  has  put  South  Africa's  wealth  of 
raw  materials  and  competitively  priced  finished 
goods  almost  at  your  doorstep.  Our  computer  link 
puts  you  in  direct  touch  with  exporters  of  products  you 
need..  Modern  transportation  facilities  speed  your 
order,  insuring  confirmed  delivery  dates.  Write  or 
call  one  of  our  offices  to  learn  how  your  competitors 
are  taking  advantage  of  our  strategic  minerals,  agri- 
cultural and  mining  machinery,  auto  parts,  oil  drill- 
ing equipment,  foundry  products,  a  range  of  items 
from  fine  footwear  and  knockdown  furniture  to  excel- 
lent wines,  exotic  food  products  and  high  fashions. 

Investment  Indncements 

A  healthy  economy,  competitive  labor,  an  excellent 
infrastructure,  a  fine  banking  system  and  an  abun- 
dant supply  of  most  raw  materials  are  only  a  few  of 
the  reasons  why  you  should  invest  in  South  Africa. ' 
In  1980  foreign  investors,  including  260  major  U.S. 
companies,  made  an  average  profit  of  20%.  One  of 
our  U.S.  offices  can  provide  complete  information 
on  all  aspects  of  investment,  including  the  generous 
incentives  that  are  available  to  investors. 

SOUTH  AFRICA 


Deputy  Consul  General  (Commercial) 

South  African  Consulate  General 

425  Park  Ave. ,  New  York,  NY  10022  (212)  838-1700 

The  Consul  (Commercial) 

South  African  Consulate  General 
1980  S.  Post  Oak  Blvd.,  Suite  1520 
Houston,  TX  77056  (713)  850-0150 

444  N.  Michigan  Ave.,  Suite  3100 
Chicago,  IL  60611  (312)  828-9200 

9107  Wilshire  Blvd. ,  Suite  400 
Beverly  Hills,  CA  90210  (213)  858-0380 


Contact  an 
office 

listed  at  right. 
Your  inquiry 
will  receive 
our  personal 
attention. 
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which  can  be  repro- 
grammed  while  still  in 
the  computer.  Many 
companies,  including 
Japanese  firms,  see  this 
as  a  particularly  promising  product. 

When  the  last  recession  ended,  the 
Japanese  were  not  significant  partici- 
pants in  the  U.S.  microchip  market. 
That  changed,  however,  when  domes- 
tic companies  ran  short  of  capacity. 
The  Japanese  graciously  helped  fill 
the  gap  with  16,000-bit  and  then  the 
64,000-bit  random  access  memories. 
Having  destroyed  profits  and  market 
share  for  U.S.  companies,  the  Japa- 
nese will  be  back  with  the  new 
256,000-bit  RAM. 

For  the  moment,  the  Japanese  chip- 
makers  are  having  troubles  supplying 


There  have  been  structural 
changes  in  the  electronics 
business  that  do  not 
signal  a  simple  replay  of 
the  boom  that  followed  the 
bust  of  the  mid-Seventies. 


demand  at  home.  That  may  end  this 
year  as  the  new  capacity  they  contin- 
ued to  build  during  the  recession 
comes  on.  Then  the  battle  with  U.S. 
firms  will  be  joined  again.  Quality, 
once  a  selling  point  for  the  Japanese, 
is  no  longer  the  big  issue.  U.S.  makers 
have  got  their  own  quality  up.  But 
price  is  another  matter.  As  soon  as  the 
Japanese  have  the  parts  to  sell,  they 
could  once  again  penalize  profit  mar- 
gins of  U.S.  competitors  by  undercut- 
ting them. 

Will  components  makers  enjoy  the 
same  successes  they  did  after  the  last 
recession?  At  Intel,  for  example,  ROE 
rose  in  1979,  to  30%  on  no  debt.  Net 
profit  margins  were  11.7%. 

No  one  knows  if  such  profitability 
is  attainable  again.  Aside  from  the 
Japanese  challenge,  the  cost  of  mak- 
ing chips  has  risen  enormously.  Na- 
tional Semiconductor's  new  Texas 
wafer  fabrication  facility  represents  a 
$100  million  investment.  After  a  his- 
tory of  no  debt,  Intel  now  has  long- 
term  debt  of  $97.4  million,  6%  of  to- 
tal capital.  If  companies  do  not  earn 
money  to  finance  these  higher  operat- 
ing costs,  look  for  more  help  from 
outsiders.  Over  the  past  two  years,  for 
example,  IBM  purchased  a  12%  inter- 
est in  Intel  for  some  $250  million. 
Such  cross-fertilization  of  money  and 
talent  are  old  hat  in  Japan.  As  the 
U.S. strives  to  keep  ahead  of  the  ambi- 
tious Nipponese,  we  can  expect  more 
such  here.  ■ 


FORBES,  JANUARY  2,  1984 


"We  rent  cars  in  over  60  countries- 
keeping  up-to-date  on  business  trends 
is  critical.  That's  why  we  read 
BusinessWeek  International V 

Jean  Ordner 
L  President,  Europcar 


Europcar,  National  Car  Rental's  European 
partner,  has  a  system  that  extends  everywhere 
in  Europe  (including  Britain),  Africa  and  the 
Middle  East.  For  managers  of  each  division 
to  keep  aware  of  business  affairs  of  their 
customers,  Business  Week  International  is 
must  reading. 

Like  Europcar,  keep  in  touch  with  the  interna- 
tional world  of  business  every  week  in  Business 
Week  International. 


BusinessWeek  International 


IBM  is  crowding  everyone  these  days,  but  the 
game  isn 't  over  yet.  Not  by  a  long  shot. 


Computers 


By  Kathleen  K.  Wiegner 

IBM  was  on  the  move  with  a  ven- 
geance in  1983  in  a  push  to  blan- 
ket every  corner  of  the  computer 
industry.  In  November  it  finally  un- 
shelled  its  "Peanut,"  renamed  PCjr, 
but  decided  not  to  begin  shipping  un- 
til after  Christmas — an  invitation  to 
the  public  to  put  off  buying  the  per- 
sonal computer  until  they  could  see 
an  IBM  machine.  That  was  a  body 
blow  to  competitors  in  the  home 
computer  market,  who  get  as  much  as 
40%  of  their  sales  at  Christmas.  At 
the  same  time  IBM  strengthened  its 
hand  in  midrange  systems  with  the 
4361,  which  competes  with  super- 
minicomputers for  scientific  applica- 
tions. While  in  office  computers  it 
served  notice  on  Wang,  Apple  and  the 
terminal  makers  by  giving  its  hot- 
selling  PC  the  capability  of  communi- 
cating with  IBM  370  mainframes. 

Among  the  top  companies  on  the 
computer  Yardsticks,  only  IBM  man- 
aged to  improve  its  five-year  return  on 
equity.  For  many  others  in  the  indus- 
try things  weren't  so  pleasant.  Texas 
Instruments  lost  $513  million  in 
home  computers  before  calling  it 
quits.  Warner  Communications'  trou- 
bled Atari  division  was  beginning  to 
look  like  the  next  victim  in  that  mar- 
ket. Digital  Equipment  Corp.  was  hit 
with  an  earnings  decline  of  72%  in  its 
first  quarter  (ended  Oct.  1),  as  price- 
cutting  savaged  the  minicomputer 
business  and  lack  of  software  held 
back  sales  of  its  personal  computers. 
DEC  also  had  heavy  research  spend- 
ing. Osborne  Computer  filed  for 
Chapter  11,  and  a  number  of  startups 
went  on  the  critical  list — among 
them,  Fortune  Systems,  Vector 
Graphic  and  Victor  Technologies. 

There  were  some  bright  spots,  how- 
ever. TPs  defeat  was  good  news  for 
Commodore,  now  about  the  only 


profitable  company  left  in  the  low- 
end,  mass-merchandise  home  com- 
puter market.  Data  General,  after  al- 
most three  years  of  declines  and  a 
crash  research  effort,  saw  its  earnings 
move  up  on  the  strength  of  its  com- 
petitively priced  Eclipse  superminis. 
Tandy's  Radio  Shack  computer  oper- 


IBM  PCs  roll  off  the  assembly  line 
Volume  means  lower  cost. 

ation  strengthened  its  hand  with 
what  may  have  been  the  niftiest  prod- 
uct of  the  year — the  portable  Model 
100  (made  for  Tandy  by  Japan's  Kyo- 
cera  Corp.),  which  was  becoming  as 
much  a  part  of  a  traveling  journalist's 
gear  as  the  trenchcoat. 

How  to  survive  in  an  environment 
where  IBM  obviously  wants  to  com- 
mandeer once-safe  markets?  That  was 
Topic  A  for  everyone  except  for  IBM. 
In  personal  computers  Apple  charged 
ahead  preparing  for  the  introduction 
of  its  much-touted  Macintosh  com- 
puter this  month  and  pushed  its 
mainstay  Apple  He  at  customers  who 
wanted  something  under  the  tree  be- 
sides a  gift  certificate. 

For  the  microcomputer  makers  the 
problem  is  software.  Since  the  IBM 
PC  already  has  an  estimated  26%  of 
the  personal  computer  market,  it  has 
become  the  machine  of  choice  for  in- 
dependent software  writers  who 
make  money  only  by  writing  for  pop- 
ular machines.  Apple  once  had  that 
loyalty,  and  being  able  to  offer  the 
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machine  with  the  most  programs  con- 
tributed mightily  to  its  past  success. 
Now  the  software  world  belongs  more 
and  more  to  IBM. 

One  solution  is  a  computer  that  can 
use  a  lot  of  the  same  software  as  the 
IBM  machine.  A  number  of  startups 
took  that  route:  Compaq,  Columbia 
Data  Products,  Eagle  Computer — or 
the  "IBM  Clones,"  as  they  are  called. 
Using  the  same  Intel  8088  micropro- 
cessor and  MS/DOS  operating  system 
as  IBM,  these  machines  run  most  of 
the  IBM  software,  as  is. 

Cloning  looked  like  a  good  idea  to 
ITT,  which,  in  a  better-late-than-nev- 
er  move,  entered  the  personal  com- 
puter fray  in  November.  Its  entry,  the 
Xtra,  is  a  virtual  knockoff  of  the  IBM 
PCXT  (the  super  PC).  ITT  may  find  a 
market  in  Europe,  where  it  has  a 
strong  presence;  But  in  the  U.S.  the 
clones  undersell  IBM  by  up  to  25%. 
ITT's  Xtra  is  only  5%  cheaper.  That 
may  not  be  enough  of  a  discount  to 
buy  ITT  a  slice  of  the  U.S.  market. 

Right  now  there  is  more  demand 
than  supply  for  the  IBM  computer. 
That  excess  demand  is  being  filled  by 
Compaqs  and  Eagles.  But  what  hap- 
pens when  supply  catches  up?  "The 
problem  is  not  easy  to  solve,"  muses 
George  Morrow,  founder  and  presi- 
dent of  Morrow  Inc.  "You  have  to 
have  25%  to  50%  better  performance 
than  the  IBM  PC,  at  least  a  15%  to 
50%  better  price.  Any  closer,  and  why 
buy  anything  but  IBM?" 

"How  do  you  make  a  profit  if  IBM 
gets  the  biggest  share  and  the  lowest 
cost?"  asks  Data  General  Senior  Vice 
President  Robert  C.  Miller,  who 
worked  at  IBM  for  15  years.  "Say  it 
takes  a  half-hour  assembly  labor  for  a 
personal  computer.  The  rest  of  the 
cost  is  buying  components  and  subas- 
semblies. Then  it  becomes  a  question 
of  who  can  buy  parts  the  cheapest." 
The  big-volume  buyer,  of  course.  The 
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big-volume  buyer  really  has  it  made 
when  he  cannot  only  buy  cheaper,  but 
can  sell  dearer  as  well.  That's  where 
IBM  is  sitting. 

Being  what  it  is,  IBM  also  gets  the 
goods  when  components  are  in  short 
supply.  Ask  Victor  Technologies.  Vic- 
tor was  riding  high  until  1983.  Ship- 
ments were  expected  to  hit  80,000  by 
year-end.  Then  Victor  couldn't  get  all 
the  disk  drives  it  needed  from  Tandon 
Corp.  (which  also  happens  to  be  a  big 
drive  supplier  to  IBM).  Shipments 
were  delayed.  Setting  up  a  sales  force 
to  compete  with  IBM  also  cost  the 
company  dearly.  Result?  Victor  lost 
$11.1  million  in  its  second  quarter, 
ended  June  30. 

Instead  of  simply  cloning  IBM,  Data 
General  has  taken  a  middle-of-the- 
road  approach  to  dealing  with  the 
software  problem.  It  provides  its  ma- 
chines with  a  dual  processor,  which 
allows  its  users  to  run  software  writ- 
ten for  Data  General's  machines  and 
for  IBM  as  well. 

Users  of  Hewlett-Packard's  HP  150 
cannot  run  IBM  software  on  their  ma- 
chines but  are  likely  to  get  most  of  the 
same  programs  anyway.  That's  be- 
cause the  HP  150,  introduced  last  Oc- 
tober, uses  the  same  operating  system 
as  the  IBM  PC.  In  practical  terms  that 
means  it  will  be  easy  for  software 
writers  to  produce  for  both  machines 
at  the  same  time — but  will  still  give 
HP  the  possibility  of  having  exclusive 
software  and  other  exclusive  features. 


Computers 


"To  be  a  clone  limits  you  in  making 
your  own  contribution,"  explains 
Cyril  Yansouni,  head  of  HP's  personal 
computer  group.  "Price  and  availabil- 
ity are  short-term  advantages.  I  don't 
want  to  wake  up  every  morning  and 
worry  about  what  IBM  is  doing." 

Working  within  what  the  industry 
calls  "the  IBM  environment"  has  be- 
come as  much  of  a  concern  for  micro- 
computer makers  as  it  has  always 
been  for  the  minicomputer  and  main- 
frame companies.  Companies  like 
HP,  DEC  and  Data  General  must  pro- 
tect their  installed  base  from  incur- 
sions by  the  IBM  PC.  Office  products 
outfits  like  Wang  must  be  sure  that  as 
offices  begin  to  link  their  desktop 
products  together,  and  each  into  their 
mainframes,  IBM  is  accommodated. 
In  October  Wang  began  offering  soft- 
ware that  for  the  first  time  links  Wang 
products  to  IBM  machines. 

The  sheer  momentum  and  size  of 
IBM  poses  an  additional  problem  for 
its  traditional  mainframe  competi- 
tion: Burroughs,  Sperry,  Honeywell. 
IBM's  growth  rate  has  returned  to 
15% — the  industry  rate — after  almost 
a  decade  of  lagging.  IBM  sales  in  1983 
were  an  estimated  $40  billion,  an  in- 
crease of  more  than  $5  billion  for  the 
second  year  in  a  row.  That  $5  billion 
almost  equals  the  total  size  of  a  Sperry 
or  a  Honeywell.  With  that  kind  of 
volume  disadvantage,  how  can  they 
hope  to  compete  when  IBM  has  been 
pouring  money  into  new  plant  and 


equipment  (its  highly  automated  fac- 
tories for  the  PC  are  only  one  exam- 
ple) with  the  expressed  aim  of  becom- 
ing the  low-cost  producer? 

So  competitors  have  begun  to  join 
forces  to  counter  the  IBM  threat.  Bur- 
roughs, for  example,  buys  part  of  its 
office  computer  line  from  Convergent 
Technologies,  a  young  company  with 
a  more  efficient  manufacturing  base. 
DEC,  Sperry  and  CII-Honeywell  Bull 
are  helping  fund  Gene  Amdahl's  Tril- 
ogy Inc.,  which  will  try  to  head  off 
IBM's  top-of-the-line  mainframe 
code-named  Sierra.  Plug-compatible 
makers  like  Amdahl  Corp.  and  Na- 
tional Semiconductor's  National  Ad- 
vanced Systems  (NAS)  are  relying 
more  heavily  on  their  Japanese  part- 
ners (Amdahl  with  Fujitsu  and  NAS 
with  Hitachi)  to  deliver  timely,  cost- 
effective  answers  to  IBM.  But  IBM  is 
making  it  tough.  It  recently  sued 
NAS,  Hitachi  and  several  former  em- 
ployees of  both  IBM  and  NAS  for  $7.5 
billion,  charging  its  secrets  had  been 
stolen  by  Hitachi  and  NAS. 

As  for  Apple,  still  first  on  the  Forbes 
Profitability  Yardsticks,  much  de- 
pends on  the  soon-to-be-introduced 
Macintosh.  Mac,  as  it  is  fondly  known 
around  the  company,  will  incorporate 
the  advanced  software  found  in  Ap- 
ple's high-end  Lisa  computer,  but  at  a 
far  lower  price  of  around  $2,000.  Ste- 
ven Jobs,  Apple's  cofounder  and  chair- 
man, admits  Apple  made  some  mis- 
takes with  Lisa,  which  originally  re- 
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\fouVe  reduced  your  staff. 
Now  keep  it  trim. 

Use  Western  temporaries  to 
supplement  your  current  solid 
core  of  permanent  producers 
whenever  your  workload 
dictates  (see  chart).  Save  as 
much  as  20%  of  your  staffing 
costs.  Avoid  future  layoffs. 
Make  Western  your  "extra 
personnel  department." 

Keep  your  permanent  staff 
trim.  Depend  on  our  clerical, 
industrial,  marketing,  technical, 
medical,  and  security  personnel. 

Guaranteed,  bonded,  and 
insured.  Selected  to  meet  your 
specific  needs.  Over  200 
offices.  Look  Western  up  in 
the  white  pages.  Call  today  and 
request  a  free  copy  of  our 
"Flexible  Staffing"  brochure. 

Western 

TEMPORARY  SERVICES* 

Corporate  Headquarters: 
301  Lennon  Lane 
Walnut  Creek,  CA  94598-2453 
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This  chart  indicates  a  company 
workload  where  temporaries 
are  used  for  spring  peakload 
period,  to  substitute  for  em- 
ployees on  vacations,  and  for 
winter  special  project. 


tailed  for  close  to 
$10,000  when  it  was  in- 
troduced. "We  made 
Lisa  too  expensive  for 
the  personal  computer 
market,"  admits  Jobs.  "And  we  were 
late  with  the  software.  Sales  have  not 
met  our  hopes."  With  Macintosh,  Ap- 
ple is  trying  for  a  technological  end 
run.  John  Sculley,  who  was  brought  in 
from  PepsiCo  as  Apple's  chief  execu- 
tive, sees  it  this  way:  "If  the  technolo- 
gy is  frozen,  then  IBM  has  the  office 
market.  But  it  is  naive  to  presume 
technology  is  frozen.  We  believe  we 
have  the  possibility  with  Macintosh 
of  establishing  a  new  milestone." 

But  times  are  getting  tougher  for 
the  industry  in  other  ways  as  well. 
Venture  capitalists  no  longer  flock  to 
pour  money  into  a  new  personal  com- 
puter company.  The  stock  market  is 
betting  once  again  on  more  estab- 
lished companies.  In  spite  of  the 
boom  in  sales,  microcomputers  lost 
an  estimated  $600  million  early  in 
1983,  largely  in  the  home  products. 
With  Commodore  the  only  other  via- 
ble contender  in  the  under-$  1,000 
market  besides  IBM,  Japanese  compa- 
nies like  Canon,  Sharp  and  Sony  will 
probably  try  again  in  1984  to  crack  the 
low  end  of  the  American  market. 

But  the  combination  of  Commo- 
dore and  IBM  could  be  tough  to  buck 
even  for  the  Japanese  if  PCjr  is  a  suc- 
cess. Commodore's  sales  of  home 
computers  hit  an  estimated  1  million 
units  in  1983.  For  its  fiscal  year  ended 
in  June,  Commodore  earned  $88  mil- 
lion on  sales  of  $681  million,  while  at 
the  same  time  driving  TI  out  of  the 
business,  the  same  TI  that  had  the 
reputation  of  being  the  most  "Japa- 
nese" of  U.S.  companies. 

The  all-important  office  can,  of 
course,  accommodate  more  than  one 
vendor,  so  IBM's  growing  strength 
doesn't  necessarily  doom  its  competi- 
tors. But  it  makes  life  more  difficult 
for  them.  It  will  be  important  for  com- 
panies to  offer  some  way  for  different 
machines  to  work  together.  Users 
will  continue  to  want  access  to  popu- 
lar software,  so  there  will  be  stronger 
alliances  between  hardware  and  soft- 
ware companies.  Marketing  will  be- 
come increasingly  important.  All  this 
plays  into  the  hands  of  companies 
with  strong  capitalization,  broad 
product  offerings  and  large  sales  orga- 
nizations. Among  IBM's  stronger 
competitors,  Apple  is  strong  on  inno- 
vation, Commodore  on  price  and 
Tandy  on  distribution.  The  others?  At 
this  point  in  the  game  there  is  at  least 
as  much  danger  to  investors  of  being 
stuck  with  a  loser  as  a  winner.  ■ 
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Which  of  the  old-line  companies  in  office 
equipment  and  senices  did  best  last  year?  Not 
necessarily  the  ones  you  might  expect. 


Office  equipment 
and  services 


irony  in  this  for  many  of  the  old-line, 
traditional  office  equipment  compa- 
nies, manufacturers  of  such  products 
as  copiers  and  mailroom  and  dictation 
equipment.  Many  rushed  to  move 
into  the  "glamour"  areas  of  word  pro- 
cessing and  office  automation,  fearful 
they  would  become  dinosaurs.  Pre- 
dictably, most  of  their  ventures  have 
failed. 

AM  International,  of  course,  is  the 
classic  case.  It  embraced  electronic 
communications  systems  and  word 


By  John  A.  Byrne 


T|  he  death  of  the  typewriter,  it 
turns  out,  has  been  greatly  ex- 
aggerated. Last  year  the  office 
equipment  industry  sold  an  estimated 
$767  million  worth  of  electronic  type- 
writers. "And  there's  going  to  be  a 
huge  market  in  the  future  for  them," 
says  Jack  Hiatt,  director  of  business 
planning  for  AES  Data  Corp.,  whose 
Canadian  parent  boasts  the  third-larg- 
est installed  base  of  word  processors 
in  the  U.S.  "In  some  cases  it 
can  do  everything  an  office 
needs." 

To  be  sure,  the  typewriter 
is  changing.  This  year,  sales 
of  electronic  typewriters  are 
expected  to  surpass  ordinary 
electric  models  like  the  Se- 
lectric  for  the  first  time, 
whereas  only  two  years  ago 
electrics  were  able  to  outsell 
electronic  models  4-to-l.  It's 
easy  to  see  why.  An  Olympia 
electronic  typewriter  has 
some  3,000  fewer  moving 
parts  than  an  electric  ver- 
sion. But  the  typewriter  is 
still  there. 

What's  the  lesson?  Simply 
that  "the  whole  world 
doesn't  change  overnight," 
says  Dean  Scheff,  chief  ex- 
ecutive of  Minnesota-based 
CPT  Corp.,  one  of  the  lead- 
ing makers  of  word  process- 
ing equipment.  "Change 
comes  relatively  slowly." 
Despite  all  the  hoopla  over 
the  office  of  the  future,  many 
office  managers  aren't  yet 
ready  to  pull  thousands  of 
dollars'  worth  of  coaxial  ca- 
ble through  their  walls  to  set 
up  state-of-the-art  computer- 
ized systems. 
There's  more  than  a  little 


Typeuriters  for  sale 

The  whole  world,  doesn't  change  overnight. 


processors,  only  to  roll  up  huge  losses 
that  led  to  its  filing  for  Chapter  1 1  in 
1982.  But  even  much  sounder  compa- 
nies have  had  their  troubles.  The  only 
noncopier  product  in  Xerox'  lineup 
for  automated  office  systems — started 
back  in  1979 — that  can  be  called  an 
unqualified  success  is  its  electronic 
typewriters.  And  A.B.  Dick  Co.'s  of- 
fice products  division  has  made  so 
little  impact  on  the  market  that  ana- 
lysts think  its  parent,  Britain's  Gener- 
al Electric  Co.,  should  drop  the  ax. 

Pitney  Bowes  bowed  out  of 
the  same  business  in  Octo- 
ber, taking  a  $22.5  million 
aftertax  writeoff,  after  its 
word  processing  business 
lost  $10.6  million  on  $34 
million  in  sales  in  1982. 

But  is  Pitney  Bowes  in  dan- 
ger because  it  failed  in  word 
9mm  processing  and  its  stronghold 
in  the  mailroom  equipment 
market  is  threatened  by  elec- 
tronic mail  and  data  trans- 
mission? Not  necessarily. 
"We  see  mail  growing  as  rap- 
idly as  any  other  part  of  our 
business,"  maintains  Tom 
McGarry,  a  PB  vice  presi- 
dent. The  company  still 
maintains  a  dominant  posi- 
tion in  a  $1.5  billion  market 
for  mail  equipment  with  an- 
nual growth  rates  of  15%.  "I 
remember  that  we  were  criti- 
cized a  few  years  ago  at  an 
analysts'  meeting  for  not  get- 
ting into  the  hand  calculator 
business,  "says  McGarry.  "I 
really  don't  know  what  we 
lost  for  not  being  there." 

Indeed,  all  the  while  it  was 
taking  its  flyer  in  the  glamor- 
ous stuff,  the  company  never 
lost  faith  in  its  basic  busi- 
nesses. Rather,  it  leveraged 
its  strength  in  them  to  spur 
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BELLSOUTH.  WE  ARE  THE  RIGHT  COMPANY 
IN  THE  RIGHT  PLACE  AT  THE  RIGHT  TIME. 


PRESENTING  A  COMPANY 
WITH  A  PROUD  HERITAGE 
AND  A  BRIGHT  FUTURE. 

result  of  the  AT&T  divestiture,  the 
aw  BellSouth  Corporation  will  be  the 
arent  company  of  Southern  Bell  and 
outh  Central  Bell  telephone  compan- 
s.  BellSouth  also  has  announced  two 
jditional  subsidiaries,  BellSouth 
dvertising  and  Publishing  Company 
id  a  mobile  communications  services 
Dmpany 

THE  STRENGTHS  TO  GROW 
AND  THE  SKILLS  TO  DO  IT. 

ellSouth  is  already  big.  With  ex- 
acted assets  of  some  $21.5  billion, 
e  would  be  the  largest  of  the  seven 
jgional  holding  companies  and  would 
ace  twelfth  on  the  latest  FORTUNE 
DO  list  of  industrial  companies. 

The  management  team  that  is 
lading  BellSouth  into  the  future  has 
pen  in  place  and  operating  in  a  post- 
vestiture  mode  for  almost  a  year.  So 
e  already  have  an  understanding  of 
pth  the  complexity  and  the  challenge 


BellSouth  leadership:  (left  to  right) 
William  0.  McCoy,  Chief  Financial  Officer, 
Wallace  R.  Bunn,  Chief  Executive  Officer, 
\ohn  L.  Clendenm,  Chief  Operating  Officer 


(prospering  in  a  competitive  market- 
lice.  In  fact,  the  establishment  of  our 
|o  new  subsidiary  companies,  one 
|  directory  operations  and  one  for 
obile  communications  service,  antic- 
ates  market  needs. 


ADVANCED  TELECOMMUNICATIONS 
IN  AN  ATTRACTIVE  GROWTH  AREA. 

BellSouth  already  serves  some  13 
million  customers  in  one  of  the  fastest- 
growing  regions  in  the  nation.  In  popu- 
lation, the  Southeast  has  outpaced  the 
national  average  for  growth  in  the  70's 
by  more  than  60%.  And  projections 
are  that  it  will  continue  to  lead  the 
nation  in  both  population  and  personal 
income  growth  in  the  years  to  come. 


BellSouth  provides  quality 
telecommunications  at  a  reasonable 
cost  to  a  nine-state  area  that  has 
outpaced  the  national  average  for 
growth  in  the  70 's  by  more  than  60%. 


We  have  spent  almost  $15  billion  in  the 
last  five  years  in  order  to  provide  our 
customers  with  the  highest  quality  tele- 
communications for  the  lowest  cost. 
The  Southern  Bell  and  South  Central 
Bell  telephone  systems  are  among  the 
most  up-to-date  anywhere. 

These  advanced  systems,  al- 
ready functioning,  are  an  assurance 
that  BellSouth  will  not  have  to  play 
catch-up  to  compete.  We  anticipate 
that  our  customer  base  will  continue  to 
grow  and  we  are  ready  to  meet  cus- 
tomer needs  with  advanced  technology 

PIONEERING  TECHNOLOGY  FOR 
THE  NEW  INFORMATION  AGE. 

BellSouth  is  already  out  in  front.  Our 
modern  telecommunications  systems 
are  leading  the  way  into  the  Informa- 
tion Age.  Our  region  has  pioneered  a 
host  of  the  more  significant  technologi- 
cal trials  AT&T  has  conducted  in  the 
past  1 5  years.  In  every  area  of  tele- 
communications technology,  from  fiber 
optics  and  energy  management  to 


home-based  video  information  sys- 
tems, BellSouth  has  a  head  start. 

For  example,  in  Miami,  Florida, 
we  provided  the  fiber  optics  system  for 
high-speed  communications  linking 
businesses  in  the  financial  district. 

In  Charlotte,  North  Carolina,  our 
telephone  system  has  helped  power 
and  gas  companies  monitor  energy 
use  and  read  gas  and  electric  meters 
in  customers'  homes. 

In  southern  Florida,  our  Local 
Area  Data  Transport  (LADT)  system  is 
part  of  the  first  fully-commercial  videotext 
service  in  the  nation.  A  modified  televi- 
sion set  and  a  terminal  communicate 
with  a  central  computer,  providing  news 
reports,  banking  services,  teleshopping 
and  other  information  to  viewers  at 
home  or  the  office. 

BellSouth  technology  opens  the  home 

and  office  to  the  Information  Age. 
Teleshopping,  telebanking,  electronic 
mail  and  the  "paperless  environment" 
are  becoming  realities  for  our  customers. 


THE  PROMISE  OF  THE  FUTURE. 

The  remarkable  Information  Age  has 
begun.  At  BellSouth  we  welcome  it 
with  enthusiasm  and  optimism  and  we 
eagerly  accept  the  challenge  and  the 
opportunities  it  offers.  With  the 
strengths  of  our  resources  and  skilled 
management,  our  high-growth  loca- 
tion, and  our  headstart  in  telecommu- 
nications technology,  we  firmly  believe 
that  we  are  the  right  company  in  the 
right  place  at  the  right  time. 

BELLSOUTH 


£1983.  BellSouth  Corporation 


continual  growth.  The 
financial  services  busi- 
ness it  launched  in  1977, 
mainly  to  support  its  tra- 
ditional office  equip- 
ment products,  now  accounts  for  al- 
most a  quarter  of  PB's  earnings.  It's  no 
coincidence  that  the  most  profitable 
company  on  Forbes'  office  equipment 
rankings  (Pitney  Bowes  is  second)  is 
Comdisco,  Inc.,  an  Illinois-based  firm 
that  arranges  the  leasing  and  finances 
the  purchase  of  IBM  computers.  (The 
tables  don't  show  companies  like  Ap- 
ple, Wang,  IBM  and  Digital  Equip- 
ment, even  though  they  may  be  the 
dominating  companies  in  this  indus- 
try today.  See  computer  industry  sur- 
vey and  rankings,  beginning  on  p.  180.) 

While  Pitney  Bowes  is  finding  that 
the  basics  are  serving  it  well,  so  is 
Canada-based  $1.9  billion  (sales) 
Moore  Corp.,  the  largest  business 
forms  producer  in  the  world.  You 
would  think  the  future  of  any  com- 
pany producing  paper  and  business 
forms  might  be  less  than  rosy  given 
the  advent  of  the  computer  and  the 
so-called  paperless  society.  Judson  W. 
Sinclair,  Moore's  chief  executive,  has 
discovered  the  opposite.  He  has  hap- 


pily found  that  the  growth  of  small 
and  large  computers  is  increasing  the 
dollar  volume  of  orders  for  Moore's 
forms  three  times  as  fast  as  they  are 
being  eroded  by  competing  new  tech- 
nologies. Why?  "The  automation  of 
data  doesn't  do  away  with  hard  copy," 
says  Sinclair.  "Much  of  the  data  from 
computers  was  never  available  before. 
If  the  computers  eliminate  paper  in 
one  place,  they  seem  to  create  more  of 
it  in  another." 

Meanwhile — just  as  with  Pitney 
Bowes  and  A.B.  Dick — success  still 
eludes  Moore  Business  Systems  divi- 
sion, the  company's  most  visible  ef- 
fort to  move  into  the  office  of  the 
future  by  selling  information  systems 
to  small  business.  For  five  consecu- 
tive years  since  its  start  in  1978,  the 
operation  has  been  in  the  red. 

And  now,  surprisingly,  the  word 
processor  itself — the  very  invention 
that  was  to  make  paper  and  typewrit- 
ers artifacts  of  the  past — is  threatened 
by  personal  computers.  If  you  can  buy 
a  computer  and  do  word  processing  on 
it,  among  numerous  other  functions, 
why  bother  with  a  word  processor? 
John  A.  Murphy,  vice  president  of  Ad- 
vanced Office  Concepts,  a  consulting 


firm  for  office  automation,  notes  that 
you  can  now  buy  an  IBM  PC  and  add  a 
separate  keyboard  and  quality  word 
processing  software  package  for  at 
least  $1,000  less  than  a  basic  word 
processing  system. 

This  fact  of  life  is  forcing  the  word 
processing  companies  to  build  com- 
puter functions  into  their  systems,  so 
the  distinction  between  the  word  pro- 
cessor and  personal  computer  is  in- 
creasingly blurred.  Consider  Lanier 
Business  Products,  a  traditional  office 
products  company  that,  unlike  most 
others,  successfully  diversified  into 
word  processing  systems.  Now,  as  a 
new  subsidiary  of  Harris  Corp.,  it 
finds  it  must  make  another  crucial 
transition:  into  high-end  office  auto- 
mation systems  from  the  stand-alone 
word  processing  business. 

Moral:  Even  a  traditional  office 
products  company  that  has  proved  it 
can  make  the  transition  to  high-tech 
products  still  isn't  out  of  the  woods. 
Sometimes  it  makes  more  sense  to 
stick  with  what  you  know  best  and 
take  your  time  about  upgrading  tech- 
nology to  meet  the  demands  of  the 
future.  It  doesn't  get  here  over- 
night. ■ 


Office  equipment  and  services 


Yardsticks  of  management  performance 


Profitability 

Growth 

Earnings 

Return  on  equity 

Return  on  total  ca 

pital 

Sales 

per  share 

latest 

debt/ 

latest 

net 

5-year 

5-year 

12 

equity 

5-year 

5-year 

12 

profit 

5-year 

5-year 

5-year 

5-yea 

Company 

rank 

average 

months 

ratio 

rank 

average 

months 

margin 

rank 

average 

rank 

avera 

Office  equipment 

Comdisco 

1 

40.8% 

46.0% 

0.7 

1 

23.0% 

30.8% 

9.5% 

1 

33.5% 

1 

49.9( 

Pitney  Bowes 

2 

17.8 

14.3 

0.2 

4 

12.8 

9.8 

5.1 

3 

19.4 

2 

12.2 

Moote  Corp 

3 

16.8 

13.5 

0.1 

2 

14.1 

11.9 

5.5 

6 

9.6 

k   3  * 

7.0 

Xerox 

4 

15.3 

10.0 

0.2 

3 

13.6 

10.1 

5.3 

4 

12.1 

4 

6.2 

Bell  &  Howell 

5 

5.1 

19.2 

0.4 

6 

4.7 

14.5 

5.1 

7 

6.0 

5 

1.2 

Savin 

6 

3.5 

def 

2.1 

5 

11.3 

def 

def 

2 

30.1 

6 

-20.0 

Nashua 

7 

1.0 

def 

0.7 

7 

3.0 

def 

def 

5 

10.3 

7 

-35.0 

AM  International 

8 

def 

NE 

NE 

8 

def 

12.7 

0.5 

8 

3.3 

8 

P-D 

Medians 

10.2 

11.8 

0.3 

12.1 

11.0 

5.1 

11.2 

3.7 

Office  services 

Allegheny  Beverage 

1 

29.0% 

35.3% 

3.8 

6 

14.0% 

10.2% 

2.1% 

1 

27.5% 

1 

23.9' 

Electronic  Data  Systems 

2 

26.4 

27.4 

0.1 

2 

23.0 

22.7 

9.4 

2 

25.1 

4 

17.5 

Kelly  Services 

3 

24.5 

18.3 

0.0 

1 

24.6 

18.2 

3.2 

5 

19.9 

2 

18.5 

Computer  Sciences 

4 

23.4 

11.0 

0.4 

5 

14.7 

9.1 

2.2 

4 

19.9 

5 

14.8 

Purolator 

5 

20.5 

21.9 

0.5 

4 

15.1 

15.6 

3.9 

7 

14.4 

6 

14.0 

Auto  Data  Processing 

6 

20.3 

16.8 

0.1 

3 

16.7 

14.0 

8.5 

3 

23.2 

3 

18.2 

Parker  Pen 

7 

11.3 

def 

0.2 

7 

11.3 

def 

def 

6 

16.5 

7 

-1.5 

Medians 

23.4 

18.3 

0.2 

15.1 

14.0 

3.2 

19.9 

17.5 

Industry  medians 

17.8 

14.3 

0.2 

14.0 

11.9 

3.9 

19.4 

12.2 

All-industry  medians 

15.1 

12.6 

0.4 

10.8 

8.6 

3.5 

12.4 

9.4 

Note:  Explanation  of  Yardsticks  calculations  on  page  38, 
P-D:  profit  to  deficit,    def:  deficit.    NE:  negative  equity 
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Today,  changes  affecting 
your  business  hit  you  at  the 
speed  of  light.  You  need  cre- 
ative solutions  to  your  financial 
needs-thinking  that  goes 
beyond  tradition.  You  belong 
with  a  bank  in  the  forefront  of 
change.  Chemical  Bank. 

We  still  believe  in  the 
traditional  values  of  service  and 
reliability  But  we're  going  further, 
adding  increased  flexibility  and 
responsiveness,  constant  innova 
ton,  plus  all  the  skills  of  the 
fewest  technologies. 

When  computers  were  still 
the  tools  of  the  backroom,  we 
developed  ChemLinkf  and  put 
global  electronic  cash  manage- 
ment at  your  fingertips.  And 
we're  constantly  expanding  its 
capabilities. 

Our  record  on  loan 

^^^^  CkemicalBaivk 

Chemical 

takes 

you  beyond 

tradition. 


response  time  has  always  been 
good-but  that  wasn't  good 
enough  for  Chemical.  Aggres- 
sive business  needs  aggressive 
banking,  so  our  lending  groups 
are  organized  to  initiate  even 
faster  decisions  on  corporate 
credit. 

Our  highly  skilled  banking 
professionals  reflect  a  new  spirit 
in  Chemical  Bank- innovative, 
constantly  improving,  winning. 
You'll  see  it  in  our  performance 
and  in  your  financial  picture. 

What  Chemical  has  done 
yesterday,  what  we're  doing 
today  and  what  we're  working 
toward  for  tomorrow  are  all 
part  of  the  tradition  of  giving 
you  the  very  best  banking 
service.  And  now,  at  Chemical, 
taking  you  beyond  tradition  is 
our  new  tradition. 


Member  FDIC 


ASK  DEAN  WITTER 


When  you  want  to  reach 
more  than  17  million  women 

. .  .you  reach  them  in 

Mood, 

Housekeepitiff 

. .  .you  can  believe  it! 


DEAN  WITTER  ADVERTISING  IS  APPEARING  IN 

THE  JANUARY  ISSUE. 


Which  of  these  women  should 
consider  owning  a  Sears*. 
Government  Investment  Trust? 


Am 


'4 


Just  retired 


Self-employed         Received  inheritance         Recently  widowed 


Ask  Dean  Witter. 

Whether  they  have  $1000  to  invest  or  as 
much  as  $1,000,000,  all  of  these  women  should 
consider  owning  a  Sears  Government  Invest- 
ment Trust,  GNMA  Portfolio  Series.  Perhaps 
you  should  too.  This  trust  gives  you  current 
high  income  and  the  safety  that  a  government 
guarantee  can  provide.* 

You  may  find  it  ideal  for  your  needs  if  you 
have  an  IRA  account  or  if  you've  recently 
received  a  sum  of  money  through  inheritance, 
retirement,  or  a  business  that  you  own.  It  offers 
these  advantages: 

Current  high  income— as  much  as  11.75%.* 

Security—  portfolio  consists  entirely  of 
government-guaranteed  securities  known  as 
"Ginnie  Maes".* 

Low  minimum  investment—  all  you  need  is 
approximately  $1000  to  invest  in  the  trust. 

Easy  to  buy  and  sell—  you  can  always  sell 
or  redeem  your  units,  at  no  charge,  at  the 
prevailing  market  price  by  contacting  a  Dean 
Witter  Account  Executive. 

A  member  of  the  Sears  Financial  Network 

DEAN  WITTER 

Worth  asking  about  " 


Call  your  Dean  Witter  Account  Executive 
or  the  toll  free  number  below,  or  mail  the  coupon 
for  more  details  and 
a  prospectus.  There's 
no  charge  or  obligation. 

You  should  read 
the  prospectus  carefully 
for  more  complete  in- 
formation, including 
charges  and  expenses, 
before  investing  or  send- 
ing money. 


1  800  621-2525,  Ext.  66 


1 

U  SEARS 

111  GOVERNMENT 

Hit  INVESTMENT 

mk  TRUST 

lift                :.-fl  ^CWI'OUC 

■  1 

il 

Dean  Witter  Reynolds  Inc. 
Client  Information  Services 
P.O.  Box  5013,  Clifton,  N.J.  07015 


Member  SIPC 
@ril  FORB  1/2 


Please  send,  without  cost  or  obligation,  more  infor- 
mation and  a  prospectus  on  the  Sears  Government 
Investment  Trust,  GNMA  Portfolio  Series.  I  will 
read  it  carefully  before  investing  or  sending  money. 

Name  


Address  . 
City  

L  ) 


_ State . 
.!  L 


Zip . 


Business  Phone  Home  Phone 

If  you  are  currently  a  Dean  Witter  client,  please  indicate 
your  Account  Executive's  name  and  office: 


 J 


The  actual  current  return  you  will  receive  will  vary  with  market  conditions  and  the  price  of  the  securities  on  the  date  you  purchase  units.  Your  current  return  will  represent  the 
et  annual  interest  rate  per  1.000  units,  after  estimated  annual  expenses,  divided  by  the  public  offering  price  per  1.000  units  on  the  day  you  buy.  expressed  as  a  percentage 
f  $1,000.  The  full  faith  and  credit  of  the  United  States  is  pledged  to  the  payment  of  securities  in  the  Trust,  but  the  units  of  the  Trust  are  not  backed  by  such  full  faith  and  credit 
his  announcement  is  under  no  circumstances  to  be  construed  as  an  offer  to  sell  or  as  a  solicitation  of  an  offer  to  buy  any  of  these  securities.  The  offering  is  made  by  prospectus 
nly.  Copies  of  the  prospectus  may  be  obtained  from  Dean  Witter.  ©  1984  Dean  Witter  Reynolds  Inc.  SM:  a  service  mark  of  Sears.  Roebuck  and  Co. 


The  recession  was  almost  the  least  of  the 
problems  in  this  troubled  group  of  industries. 

Construction, 

mining, 
rail  equipment 


By  Barbara  Rudolph 


AFTER  CLOSE  TO  100  YEARS  in  the 
business,  Harnischfeger  decid- 
b  ed  several  months  ago  to  stop 
manufacturing  cranes  in  the  U.S.  "We 
were  banging  our  heads  against  the 
wall,"  says  Harnischfeger  President 
W.W.  Goessel.  Beginning  in  late  1985 
Harnischfeger  will  be  buying  virtually 
all  of  its  cranes  from  Japan's  Kobe 
Steel,  which  currently  owns  10%  of 
Harnischfeger's  stock. 

Why  did  Harnischfeger,  this  proud 
old  middle-western  company,  throw 
in  the  towel?  What  choice  did  it  have? 


Only  about  $130  million  worth  of 
cranes  were  sold  in  the  U.S.  in  1983, 
as  against  about  $700  million  in  1981. 
Even  when  a  pickup  comes,  a  good 
guess  is  that  by  1986  the  total  U.S. 
crane  market  will  level  off  at  only 
around  $400  million.  But  that's  not 
the  worst  of  it:  Into  these  shrinking 
markets  the  Japanese  may  be  about  to 
launch  an  invasion  with  their  vaunt- 
ed manufacturing  efficiency  and  qual- 
ity standards. 

At  the  moment,  there  are  virtually 
no  Japanese  cranes  for  sale  in  the  U.S. 
market,  but  the  prospect  of  the  Japa- 
nese invasion  probably  helped  per- 


suade Harnischfeger  to  get  out.  The 
first  onslaught  is  expected  in  the  low- 
er end  of  the  market,  telescoping  or 
hydraulic  cranes  that  lift  less  than  100 
tons  and  account  for  about  half  the 
total  market.  "Sumitomo  and  Hitachi 
are  coming,  and  when  they  do  it  will 
be  a  classic  confrontation,"  says  Rob- 
ert Nassau,  president  of  American 
Hoist  &  Derrick,  which  gets  some 
35%  of  its  sales  from  cranes.  With 
Harnischfeger  no  longer  manufactur- 
ing in  the  U.S.,  Manitowoc,  American 
Hoist,  FMC  and  Grove  are  the  only 
major  U.S.  manufacturers  left.  To  pre- 
pare for  the  expected  invasion,  Ameri- 


Construction,  mining,  rail  equipment 

Yardsticks  of  management  performance 

Profitability 

Growth 

Return  on  equity 

Return  on  total  capital 

Sales 

Earnings 
per  share 

Company 

latest 
5-year     5-year  12 
rank       average  months 

debt/ 

equity 

ratio 

latest 
5-year      5-year  12 
rank        average  months 

net 

profit 

margin 

5-year  5-year 
rank  average 

5-year  5-yea 
rank  avera 

Heavy  equipment 

Joy  Manufacturing 
Hyster 

Caterpillar  Tractor 
Bucyrus-Erie 

1  13.3%  0.6% 

2  11.1  0.1 

3  6.5  def 

4  5.9  def 

0.1 
0.2 
0.7 
0.4 

1  11.5%  1.0% 

2  9.6  0.5 

3  6.6  def 

4  5.8  def 

0.5% 
0.0 
def 
def 

1  8.7% 
6  5.0 

2  6.1 

3  5.6 

1  6.24 

2  2.2 
4  -14.3 

3  -13.6 

Clark  Equipment 
Amer  Hoist  &  Derrick 
Harnischfeger 
Pettibone 

5  2.4  3.1 

6  1.6  def 

7  def  def 

8  def  def 

0.3 
0.6 
0.9 
2.5 

6  2.6  3.8 
5           2.7  def 
8           def  def 

7  def  def 

1.6 
def 
def 
def 

8  -1.2 
5  5.2 
4  5.3 
7  4.3 

5  -31.1 

6  -36.0 

7  P-D 
7  P-D 

Medians 

4.2  def 

0.5 

4.3  def 

def 

5.3 

-22.7 

Rail  equipment 

Amsted  Industries 
GATX 

ACF  Industries 
Ampco-Pittsburgh 
Tiger  International 

1  13.1%  def 

2  10.4  4.3% 

3  9.8  0.2 

4  7.9  def 

5  def  def 

0.0 
1.5 
0.7 
1.2 
4.8 

1  12.7%  def 

4  5.3  3.9% 
3           6.2  2.4 

2  9.8  1.7 

5  1.5  def 

def 

2.5% 

def 

def 

def 

4  6.5% 
3  6.9 

5  5.8 
2  22.8 
1  23.8 

2  3.0° 
1  6.7 

3  -0.2 

4  -0.6 

5  P-D 

Medians 

9.8  def 

1.2 

6.2  1.7 

def 

6.9 

-0.2 

Industry  medians 

6.5  def 

0.7 

5.8  def 

def 

5.8 

-13.6 

All-industry  medians 

15.1  12.6 

0.4 

10.8  8.6 

3.5 

12.4 

9.4 

Note:  Explanation  of  Yardsticks  calculations  on  page  }H 
P-D:  profit  to  deficit,    def  deficit 
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can  Hoist  says  it  will  be  bolstering  its 
entire  crane  line.  It  recently  devel- 
oped a  model  that  can  lift  up  to  1,000 
tons  (the  prior  limit  was  450  tons)  for 
use  in  offshore  drilling. 

More  important,  American  Hoist, 
like  everyone  else,  has  been  aggres- 
sively cutting  costs.  Over  the  past 
year  and  a  half,  the  company's  em- 
ployment fell  from  7,200  to  3,700. 
Plant  capacity  is  down  by  a  third.  Will 
that  be  enough?  Never  more  than  av- 
erage in  profitability,  American  Hoist 
plainly  should  be  worried  about  its 
future. 

In  these  heavy  equipment  markets, 
the  derrickmakers  are  not  alone  in 
adversity.  "We  have  to  acknowledge 
that  the  good  times  of  the  late  1970s 
were  the  freaks.  Normal  times  will 
probably  be  harsh  times,"  says  Joy 
Manufacturing  President  A.W.  Calder 
(see  box,  p.  192). 


Manufacturers  of  heavy 
equipment  are  getting  used 
to  adversity.  "The  good 
times  of  the  late  1970s  were 
the  freaks.  Normal  times 
will  be  harsh  times,"  says 
Joy  Manufacturing 
President  A.W.  Calder. 


Is  it  little  wonder  that  well-man- 
aged Caterpillar  took  a  long,  messy 
strike  to  try  holding  down  manufac- 
turing costs?  Cat  has  also  put  pressure 
on  its  suppliers  to  lower  their  prices. 
One  longtime  supplier,  Wyman  Gor- 
don, already  has  lost  "quite  a  lot  of 
business,"  says  a  company  spokes- 
man. Most  of  it  went  to  German  and 
Japanese  companies,  including  Sumi- 
tomo and  Gerlach,  though  Wyman 
has  had  it  for  years. 

Caterpillar  remains  the  leader  in 
earth-moving  equipment — with  a 
35%  share  of  the  $17  billion  world- 
wide market.  But  a  series  of  setbacks, 
some  more  avoidable  than  others,  has 
left  the  company  weaker  than  it  has 
been  in  many  years.  First  there  was 
the  ill-timed  and  ill-advised  acquisi- 
tion of  the  solar  turbine  division  of 
International  Harvester  in  1982.  This 
cost  the  company  $500  million  and 
helped  weaken  its  once  strong  bal- 
ance sheet  to  the  point  where  by  1983 
debt  was  nearly  40%  of  capital.  Then, 
in  1982,  the  trade  sanctions  Washing- 
ton imposed  against  the  Soviet  Union 
in  the  wake  of  the  Polish  crisis  meant 
that  the  company  lost  out  on  selling 
at  least  $500  million  worth  of  equip- 
ment for  the  Soviet  pipeline,  analysts 
estimate.  Finally,  the  recession  was 


THE  LIMP  PAD  VS.  THE  AMPAD 


Does  your  yellow  pad  let  you  down 
just  when  you  need  support?  Look 
at  The  Ampad.  It's  stiff,  like  a 
clipboard. 

But  you'll  probably  discover 
even  better  reasons  for  demanding 
The  Ampad.  Like  our  16  lb.  water- 
marked paper,  that  won't  bleed. 
Like  The  Ampad's  perforated 
pages.  Like  The  Ampad's  leather- 
like binding,  which  is  stapled  and 
glued.  So  it  doesn't  fall  apart  like 
other  yellow  pads. 

Other  companies  think  we're 
crazy  to  make  a  yellow  pad  this 
good.  But  the  U.S.  Senate  doesn't 
think  we're  crazy.  They  use  The 


Ampad  Corporation,  Holyoke,  Massachusetts  01040 

™M  Helping  America  put  it  on  paper  for  100  years 


Ampad.  So  do  most  people  who 
make  decisions  for  a  living. 

It  seems  that  the  more  you  use 
yellow  pads,  the  more  you  appre- 
ciate The  Ampad.  After  all,  why 
use  a  limp  pad  when  you  can  get 
the  stiff  one?  Give  this  ad  to  who- 
ever orders  your  stationery. 
Say  you  want 

AIVIPAD 


THE  STIFF  ONE 


Your  legacy:  A  40-acre  ranch  and  a  way  of  life 


As  big  as  all  outdoors,  Forbes  Maga- 
zine is  now  offering  substantial  land  for 
skiers,  hunters,  naturalists  and  lovers 
of  America's  magnificent  Old  West. 

For  the  pleasure  of  you  and  your 
family  today,  these  ranches,  adjacent  to 
the  Forbes  Trinchera  Ranch  in  South- 


em  Colorado,  will  be  an  important  lega- 
cy in  the  future  of  your  loved  ones. 

Minimum-size  family  ranches  are 
40  acres,  and  vary  up  to  74  acres,  with 
prices  starting  at  $30,000. 

For  details  and  our  color  brochure 
write  or  phone: 


Mr.  Errol  Ryland,  Manager 

FORBES  WAGON  CREEK  RANCH 

Box  303  K  K.  Fort  Garland,  Colorado  81 133  •  (303)  379-3263 

This  is  not  an  offer  to  sell  in  states  where  not  registered 
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longer  and  deeper  than 
the  company  had  antici- 
pated it  would  be. 

But  Cat's  biggest 
threat  comes  from  a 
company  whose  name 
does  not  appear  among  Forbes'  list  of 
competitors.  That  company  is  Ko- 
matsu,  another  Japanese  manufactur- 
er. Its  share  of  the  $6  billion  U.S. 
earth-moving  machinery  market  has 
jumped  from  2%  to  about  5%  over  the 
past  five  years,  as  the  company  has 
broadened  its  line  of  earth-moving 
equipment.  Komatsu's  prices  world- 
wide can  be  as  much  as  25%  below 
Caterpillar's,  thanks  to  the  strength 
of  the  dollar,  which  can  buy  even 
more  yen-denominated  goods  than  it 
could  last  year. 

Caterpillar  is  certainly  a  survivor: 
Chances  are  both  Cat  and  Komatsu 
will  gain  market  share  at  the  expense 
of  companies  with  less  clout  in  the 
market  like  American  Standard's 
Wabco  or  Dresser's  International- 
Howe.  One  recent  casualty:  The 
Terex  subsidiary  of  IBH  Holdings 
filed  for  Chapter  11  in  November. 

Even  without  pressure  from  the  Jap- 
anese, a  similar  shakeout  is  taking 
place  in  the  railcar  industry,  the  most 
depressed  of  all  heavy  machinery 
groups.  Not  since  the  Thirties  has  de- 
mand been  so  weak.  Deliveries  of  rail- 
cars  in  1983  might  hit  5,700,  down 
from  the  peak  of  90,000  in  1979.  With 


Riding  out  the  storm 


W-  ill  those  order  books  for  cap- 
ital goods  products  ever  fatten 
again?  "Well,"  sighs  Joy  Manufac- 
turing's chief  executive  A.W.  (Bill) 
Calder,"it  looks  as  though  book- 
ings have  hit  bottom.  There  is  a 
twitter  of  a  pickup  here  and  there, 
but  I  sure  am  reluctant  to  call  it  a 
sustained  recovery.  Still,  at  least 
orders  aren't  dropping." 

It's  that  kind  of  healthy  skepti- 
cism— realism  nearly  always  tri- 
umphing over  optimism — that 
makes  Joy,  a  manufacturer  of  min- 
ing and  oil  services  equipment,  one 
of  the  industry's  leaders  in  profit- 
ability in  the  Forbes  Yardsticks. 

Joy's  trademark  has  been  its 
clean  balance  sheet.  Today  the 
company  is  sitting  on  about  $200 


million  in  cash  and  is  shopping 
around  for  an  acquisition.  An  ac- 
quisition, mind  you,  not  a  diversi- 
fication. Says  Calder:  "We  don't 
want  to  be  yet  another  company 
that  has  gone  into  a  new  business 
only  to  have  it  turn  into  a  disas- 
ter." So  he's  looking  at  acquisi- 
tions in  compressors,  mining,  oil 
or  air  pollution  control  groups,  his 
core  businesses.  He's  also  pruning. 
In  the  past  year  Calder  has  dumped 
his  rotary  drill  division  and  certain 
compressor  lines.  As  for  that  cash 
hoard,  he's  going  to  spend  it  care- 
fully. He  says,  "We  can  take  care  of 
that  $200  million  real  quick,  but 
badly,  and  then  it  will  be  the  next 
generations  at  Joy  who  will  have  to 
slave  to  get  it  back." — B.R. 


economic  recovery,  they  might  hit 
10,000  in  1984,  not  much  of  an  im- 
provement in  an  industry  operating  at 
only  10%  of  capacity.  Not  until  the 
late  1980s  does  the  industry  have  a 
chance  of  seeing  demand  reach  50,000 
railcars  a  year. 

"A  shakeout  is  coming,  but  every- 
one is  saying,  'Please,  God,  not  me,'  " 
GATX  executive  James  Goff  told 
Forbes  in  1982.  This  past  year  it 
turned  out  to  include  him,  as  GATX 


1/ 


American  Hoist  crane  lifts  1,000  tons 
Dead,  ahead,  a  "classic  confrontation.' 


announced  in  October  that  it  was 
closing,  among  other  things,  its  rail- 
car  manufacturing  group. 

Elsewhere  in  the  railcar  equipment 
industry  there  have  been  several  plant 
closings  as  well.  Midland-Ross,  for  ex- 
ample, closed  its  Sharon,  Pa.  plant, 
eliminating  one-third  of  the  com- 
pany's capacity  to  make  railcar  cast- 
ings. Richmond  Tank  Car  this  past 
year  filed  for  protection  under  Chap- 
ter 11  for  its  railcar  leasing  division. 
And  there  are  undoubtedly  many 
plants  that  are  now  "temporarily" 
shuttered  which  will  never  reopen. 

Nor  is  all  this  just  the  shuttering  of 
obsolescent  capacity.  There  was 
widespread  expansion  in  the  late 
1970s — partly  because  boxcars  were 
popular  tax  shelters — so  a  lot  of  fac- 
tories are  new  and  have  not  been  fully 
depreciated  yet. 

With  so  bleak  a  prognosis  for  the 
railcar  group,  why  then  is  profitable 
little  Trinity  Industries  (ranked  in  the 
specialty  section  of  the  industrial 
equipment  industry  on  page  194)  ac- 
tually expanding  its  presence  in  the 
business?  Why  in  October  did  the 
company  agree  to  pay  $15  million  to 
buy  the  Pullman  railcar  plants,  with  a 
capacity  of  some  20,000  cars  a  year, 
and  Pullman's  proprietary  railcar  de- 
signs as  well? 

The  answer  is  quite  simple:  labor 
costs.  Trinity  is  no  sweatshop  opera- 
tor, but  with  its  nonunion  plants 
Trinity  is  not  handcuffed  by  restric- 
tive union  rules.  Cast  in  that  light, 
the  industry's  efforts  to  reduce  its  la- 
bor costs  look  less  like  union-busting 
and  more  like  a  desperate  effort  to 
preserve  jobs.  ■ 
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$1,00Q000 net  profit. 
$26,115  in  corporate  taxes. 

Where? 


WHAT  TAX  RATE  WOULD  YOUR  COMPANY  GET? 
COMPARE  YOUR  OWN  PROJECTION  WITH  THIS 
TYPICAL  HYPOTHETICAL  EXAMPLE  SHOWING 
AN  EFFECTIVE  TAX  RATE  OF  2.5% 


Sales 

Profit  before  tax 
Production  worker  payroll 
5%  Payroll  deduction 

Adjusted  Taxable  Income 


$500,000 
(25,000) 


$5,000,000 
500,000 

-25,000 
"$475,000 


ANNUAL  INCOME  TAX  CALCULATION  BY  PERIOD 


Years 

1-5 

6-10 

11-15 

16-20 

%  Tax  Exempt 

90% 

75% 

65% 

55% 

%  Taxable  Income 

10% 

'  25% 

35% 

45% 

Taxable  Income 

$47,500 

118,750 

166,250 

213,750 

Calculated  Tax 

$12,475 

36,438 

56,075 

76,163 

Effective  Tax  Rate 

2.50% 

7.29% 

11.22% 

15.23% 

Tax  exemption  duration  depends  upon  zone  in  which  firm  is  located  The  U  S  Internal 
Revenue  Code  Section  936  lets  you  bring  current  profits  home  without  U  S  taxes 
However,  a  Puerto  Rican  tollgate  tax  of  between  5%  and  10%,  depending  on  the  con- 
ditions under  which  funds  are  repatriated,  will  be  levied 
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InPuertoRico,LXS.A* 


Build  or  lease  your  next  plant 
where  the  effective  tax  rate 
range  is  2.4  to  4.5  a/°. 

Over.  150  of  the  Fortune  1000 
companies  have  subsidiaries  in  Puerto 
Rico.  They  pay  no  Federal  taxes  on 
earnings  here 

There  are  also  exemptions  begin- 
ning at  90%  from  all  local  and  state 
taxes  on  corporate  earnings,  real 
estate,  personal  property,  and 
municipal  taxes* 

In  addition,  you  could  receive  a  5% 
payroll  double  deduction  that  rewards 
high  wage/high  employment  fa 


operations.  (This  deduction  is  in  the 
$26,115  tax  figure  featured  above.) 
Or  as  an  alternative,  if  your  profits  are 
less  than  $500,000  a  year,  you  would 
be  allowed  100%  exemption  on  the 
first  $100,000  of  your  net.  Best  of  all, 
you  can  repatriate  your  profits  any- 
time, subject  to  a  nominal  tollgate  tax. 

There's  a  lot  more  to  our  incentive 
program.  But  incentives  don't  get 
things  done.  People  do. 


Puerto  Rico's  work  force  is  skilled 
and  productive.  They  average  12  + 
years  of  schooling.  Jobs  are  precious 
here.  Which  is  perhaps  why  absentee- 
ism is  below  mainland  norms. 

With  a  labor  force  like  this,  our 
great  Puerto  Rico  business  incentives 
work  overtime  for  you. 

"In  the  sixth  year,  exemptions  are 
reduced  gradually,  but  they  can  last  as 
long  as  25  years,  depending  on  the 
development  zone  you  choose. 

Puerto  Rico,U.S.  A. 

The  ideal  second  home  tor  American  business. 


M  ii 

We  get  things  done. 


For  more  information  write  us  on  your  company  letterhead  Puerto  Rico  Economic  Development  Administration.  1 290  Avenue  of  the  Americas,  Dept  FB  30.  New  York.  N  Y  10104 
Or  call  us  toll-free  (800)223-0699  Ask  for  Mr  Radames  Mayoral  In  New  York  State,  call  (212)  245-1200 


The  U.S.  machine  tool  industry  is  finally  seeing 
daylight.  Will  1984  be  the  turnaround  year? 

Industrial 
equipment 
and  services 


By  Jill  Bettner 


T|  HE  DEMAND  OUGHT  TO  BE  there. 
U.S.  plant  and  equipment  is 
among  the  oldest,  on  average,  in 
the  industrialized  world,  and  has  been 
for  decades.  For  producers  of  industri- 
al equipment,  still  languishing  in  the 
worst  depression  the  industry  has 
seen  since  the  Thirties,  the  questions 
are  when  that  demand  will  finally  ma- 
terialize and  who  will  supply  it.  Last 
year  all  but  four  of  the  companies 
listed  here  had  lower  profitability 
than  their  historical  averages,  and 
median  profitability  declined  by  53%. 

As  1983  drew  to  a  close,  machine 
tool  orders  were  up  significantly.  But 
the  increases  were  on  such  a  small  base 
of  continuing  business,  and  there  had 
been  so  many  false  starts,  that  industry 
leaders  were  still  wary.  "We  see 
enough  light  in  the  general  industrial 
area  to  be  optimistic,"  says  Ingersoll- 
Rand  CEO  Thomas  Holmes.  "When 
you  have  been  optimistic  too  long  on 
one  side,  the  tendency  is  to  be  pessi- 
mistic too  long  on  the  other  side." 

Certainly  no  one  was  predicting  a 
rebound  any  time  soon  in  farm  equip- 
ment, heavy  machinery  for  the  de- 
pressed steel  and  oil  services  indus- 
tries and  mining.  But  they  were  heart- 
ened by  the  pickup  in  orders  for 
transfer  lines,  numerically  controlled 
milling  machines  and  machining  cen- 
ters from  auto  producers  and  other 
consumer-related  manufacturers. 

Says  automotive  supplier  Eagle- 
Picher  CEO  Thomas  Petry:  "Nine- 
teen eighty-four  will  be  a  very  strong 
year  for  us."  Orders  for  numerically 
controlled  machine  tool  components 
such  as  bearings  and  castings  are  up 
sharply,  though  Petry's  backlog  of 
heavy  machinery,  including  orders  for 
earth-movers  and  oil  drilling  equip- 
ment, is  about  the  same  as  a  year  ago. 
Now,  nobody  is  forecasting  a  return 


to  anything  near  the  machine  tool 
industry's  record  $5  billion  order 
backlog  before  the  bottom  fell  out  of 
capital  spending  in  1981.  After  all, 
machine  tool  orders  for  all  of  1983 
were  only  $2  billion.  But  that  was  a 
33%  improvement  over  last  year. 
"There  are  signs  that  demand  for  ma- 
chine tools  is  getting  healthier.  The 
question  is,  where  are  they  going  to 
come  from?"  asks  Jim  Gray,  president 
of  the  National  Machine  Tool  Build- 
ers' Association. 

Japan  is  the  fear,  of  course.  It  con- 


Orders'  for  neiv  machine  tools  are  up 
Will  Detroit  lead  a  real  recovery? 

tinued  to  build  up  stockpiles  of  un- 
sold tools,  primarily  numerically  con- 
trolled machining  centers  and  lathes, 
in  U.S.  warehouses,  even  as  demand 
steadily  declined.  Domestic  produc- 
ers say  those  inventories  still  haven't 
been  worked  off,  even  at  steep  dis- 
counts. "They  reduced  prices  to  move 
product,  but  not  very  successfully," 
says  Cross  &  Trecker  CEO  Richard 
Lindgren.  Jim  Geier,  chief  executive 
of  Cincinnati  Milacron,  believes  a 
large  number  of  Japanese  machines 
sold  in  the  past  two  years  have  been 
returned  unpaid  for. 

Domestic  producers  say  they  are  as 
hungry  as  the  Japanese,  however,  and 
just  as  efficient.  Not  surprisingly,  per- 


haps, those  companies  at  the  bottom 
of  the  Forbes  Industry  Yardsticks 
have  been  cutting  costs  most  deci- 
sively. Typical  is  Rexnord,  which  cut 
its  dividend  63%  last  year  and  which 
has  cut  costs  by  closing  plants  and 
selling  off  sidelines.  "We've  got  our 
break-even  point  down  to  about  two- 
thirds  of  what  it  used  to  be,"  says 
Robert  Krikorian.  He  expects  a  1984 
increase  of  between  7%  and  8%  in 
shipments  of  Rexnord's  power  trans- 
missions, specialty  gears  and  fasten- 
ers. But  things  don't  look  as  encourag- 
ing for  its  other  two  major  businesses: 
process  machinery  for  mining  and 
materials  handling  equipment.  "They 
will  be  pretty  flat,"  he  says. 

Acme-Cleveland,  which  reported  a 
$32  million  loss  for  1983,  closed  six 
plants  and  discontinued  two  small 
businesses  in  an  effort  to  drive  its 
break-even  point  down  still  further. 
One  bright  spot  is  that  Acme-Cleve- 
land's important  automaker  custom- 
ers have  placed  some  orders  for  manu- 
facturing systems.  "They're  begin- 
ning to  open  up  their  purses,"  says 
Roy  Kuhn,  president  of  -the  newly 
formed  Acme  Technology  Group. 

Cross  &  Trecker's  Lindgren  thinks 
the  worst  is  over  for  machine  tools. 
"The  industry  has  started  to  make  its 
turn,"  he  says.  "The  recovery  is  being 
driven  partly  by  defense  and  aero- 
space as  well  as  automotive.  But  the 
good  news  will  have  to  get  consistent- 
ly better,"  Lindgren  goes  on.  "Our 
order  rate  is  up  about  33%,  but  it's 
still  running  at  about  50%  of  the  prior 
peak."  Nothing  like  Detroit's  crash 
downsizing  capital-spending  program 
that  put  Cross  &.  Trecker  on  top  of  the 
industry's  Profitability  Yardsticks  is 
on  the  horizon.  Currently,  Lindgren  is 
hoping  that  sales  of  sophisticated 
flexible  manufacturing  systems  with 
multiple  machining  capabilities  will 
get  a  boost  from  companies  that  re- 
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cently  migrated  to  the  Sunbelt  to  save 
on  labor  costs.  "They  can't  get  that 
50%  reduction  in  wage  costs  with 
trained  machinists  in  those  plants," 
he  says. 

Among  industrial  service  concerns, 
where  there  has  been  far  less  down- 
ward pressure  on  earnings  in  the  lat- 
est 12-month  numbers,  still-sagging 
prices  for  steel  and  other  commod- 
ities like  copper  remain  a  problem. 
For  Anixter  Bros.,  whose  major  mar- 
ket is  the  telecommunications  indus- 
try, "1983  was  a  trying  year,"  says 
CEO  Alan  Anixter,  who  reported  a 
36%  decline  in  earnings  for  1983,  to 
$10.3  million.  "But  orders  are  grow- 
ing toward  respectable  levels,"  An- 
ixter says.  The  breakup  of  AT&T 
should  mean  more  business  for  An- 
ixter, which  has  built  three  new  ware- 
houses for  telephone-related  equip- 
ment in  the  past  year  because  of  the 
divestiture.  "We've  spent  a  fortune 
preparing  for  it."  Last  June  his  com- 
pany and  Cincinnati  Bell  announced 
the  formation  of  Anixter-Cincinnati. 
The  partnership  will  offer  a  complete 
line  of  electrical  and  electronic  wire 
and  cable,  plus  cable  TV  and  telecom- 
munications supplies  and  equipment. 

But  for  most  of  the  industry  the 
market  still  looks  dead.  "Major  cap- 
ital spending  still  hasn't  started  to 
boom,"  says  John  Lux,  chief  executive 
of  Ametek,  Inc.,  the  $424  million 
manufacturer  of  process  equipment, 
electric  motors  and  other  components 
for  consumer  products.  Although  a 
strong  resurgence  in  consumer  spend- 
ing and  judicious  cost-cutting  enabled 


About  38%  of  the  machine  tools 
installed  in  U.S.  factories  in 
the  first  six  months  of  1983  were 
built  overseas.  James  Gray,  presi- 
dent of  the  National  Machine  Tool 
Builders'  Association,  which  com- 
piled those  statistics,  is  pessimis- 
tic about  the  future.  He  believes 
imported  machines  could  go  over 
50%  in  1984  for  the  first  time. 
"And  then  it  will  just  snowball." 
Gray,  of  course,  has  an  ax  to  grind. 
He  wants  import  quotas. 

The  Commerce  Department  has 
until  Mar.  14  to  recommend 
whether  President  Reagan  should 
accept  or  reject  a  petition  by  the 
NMTBA  to  set  a  mandatory  limita- 
tion on  imports  to  17.5%  of  U.S. 
consumption  for  five  years. 

Not  every  tool  manufacturer  is 
whimpering  to  Uncle  for  help. 
Robert  Krikorian,  chief  executive 
of  Rexnord,  for  one,  doesn't  want 
quotas.  "I  don't  think  it's  the  way 


to  go,"  he  says.  "I  can  see  other 
industries  that  are  also  facing  very 
severe  competition  and  need  a  lit- 
tle respite.  But  this  world  of  ours 
isn't  going  to  improve  by  putting 
up  walls  between  countries." 

But  those  who  do  favor  import 
restrictions  like  to  wrap  them- 
selves in  the  American  flag.  "This 
is  a  far  more  critical  issue  to  the 
country  than  it  is  to  the  machine 
tool  industry,"  says  Richard  Lind- 
gren,  president  of  Cross  &  Trecker, 
which  makes  numerically  con- 
trolled machinery. 

"Philosophically,  we  are  all  free 
traders.  But  the  Japanese  balance  of 
trade  is  anything  but  free  and  fair," 
says  Eagle-Picher  Industries  CEO 
Thomas  Petry.  His  company 
makes  components  for  heavy  ma- 
chine tools. 

Funny,  isn't  it?  Nearly  everyone 
is  for  free  trade  except  when  imme 
diate  interests  are  threatened. — J.B. 


Lux  to  keep  Ametek  at  the  very  top  of 
the  industry's  Profitability  Yard- 
sticks, he  remains  skeptical  about  the 
recovery.  "A  lot  of  what  we're  doing 
for  customers  now  is  just  replenishing 
their  inventories,"  he  says.  Indeed, 
Lux  split  Ametek's  stock  2-for-l  last 
July  and  diversified  out  of  the  busi- 
ness in  August  by  buying  a  small  plas- 
tic packaging  materials  company. 


These  uncertain  prospects  are,  of 
course,  what  would  be  expected  in  an 
industry  that  typically  lags  a  recov- 
ery. If  anything,  the  upturn  in  ma- 
chine tools  is  ahead  of  schedule.  It 
usually  doesn't  start  cooking  until  ca- 
pacity use  hits  80%  and  manufactur- 
ers can  no  longer  afford  to  put  off 
buying  new  capital  equipment.  Ca- 
pacity use  currently  stands  at  about 


industrial  equipment  and  services 


ardsticks  of  management  performance 


Profitability 

Growth 

Earnings 

Return  on  equity 

Return  on  total  c 

apital 

Sales 

per  sha 

re 

latest 

debt/ 

latest 

net 

5-year 

5-year 

12 

equity 

5-year 

5-year 

12 

profit 

5-year 

5-year 

5-year 

5-year 

lompany 

rank 

average 

months 

ratio 

rank 

average 

months 

margin 

rank 

average 

rank 

average 

reduction  equipment 

Iross  &  Trecker 

1 

19.9% 

1.7% 

0.1 

1 

18.5% 

1.9% 

2.5% 

2 

12.7% 

1 

22.7% 

riggs  &  Stratton 

2 

17.5 

8.9 

0.0 

2 

16.9 

8.3 

4.1 

5 

11.1 

5 

5.3 

arker-Hannifin 

3 

15.4 

7.9 

0.3 

3 

12.8 

6.9 

3.4 

1 

16.5 

4 

6.8 

'.incinnati  Milacron 

4 

15.3 

def 

0.3 

6 

11.1 

def 

def 

7 

8.6 

2 

16.7 

larsco 

5 

]  ?  3 

7.1 

0.3 

5 

11.2 

6.4 

3.2 

6 

9.9 

6 

3.3 

lorton 

6 

13.2 

4.9 

0.3 

4 

11.3 

5.0 

2.4 

4 

11.7 

3 

7.0 

igersoIl-Rand 

7 

9.9 

def 

0.5 

7 

8.1 

0.3 

def 

9 

8.1 

7 

-2.7 

agle-Picher  Inds 

8 

9.5 

5.5 

0.3 

8 

8.0 

5.2 

2.4 

11 

5.7 

8 

-3.4 

lidland-Ross 

9 

8.2 

def 

0.6 

9 

7.7 

def 

def 

3 

12.7 

9 

-4.6 

.cme-Cleveland 

10 

5.9 

def 

0.3 

10 

5.0 

def 

def 

8 

8.4 

10 

-4.9 

'.hie  Pneumatic  Tool 

11 

def 

def 

0.7 

11 

3.0 

def 

def 

10 

7.4 

11 

P-D 

ledians 

13.2 

1.7 

0.3 

11.1 

1.9 

2.4 

9.9 

3.3 

Note:  Explanation  of  Yardsticks  calculations  on  page  38. 
P-D:  profit  to  deficit    def:  deficit. 
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79%  and  isn't  expected 
to  reach  80%  until  mid- 
1984.  "We're  getting 
there,"  says  Cincinnati 
Milacron's  Geier,  "but 


we  have  to  be  awfully  careful." 

The  warning  is  well  taken.  Ma- 
chine tool  producers  nowadays  must 
cope  not  only  with  shorter  cycles  in 
their  notoriously  cyclical  business 
but  also  with  more  rapid  innovation 
as  well. 

That's  why  the  industry  is  littered 
with  recent  casualties.  "A  lot  of  them 


didn't  mind  their  business,"  Geier 
says.  "You  have  to  keep  modernizing, 
keep  R&D  up." 

Jim  Geier  learned  that  lesson  the 
hard  way.  Cincinnati  Milacron  used 
to  own  the  U.S.  turret-lathe  market 
until  it  woke  up  in  the  Seventies  to 
discover  that  the  Japanese  had  walked 
off  with  a  big  chunk  of  it.  Like  count- 
less smaller  U.S.  machine  tool  build- 
ers, Cincinnati  Milacron  was  forced 
to  take  the  high  ground  in  more  spe- 
cialized, and  usually  more  sophisti- 
cated, machinery. 


Small  wonder,  then,  that  despite 
Cincinnati  Milacron's  net  loss  for 
1983,  Geier  continued  investing  in 
experimental  manufacturing  sys- 
tems, including  machines  for  use 
with  a  wide  variety  of  synthetic  mate- 
rials like  graphite-based  composites. 
"With  the  sophistication  of  these  new 
machines,  it's  becoming  more  and 
more  difficult  to  keep  up  spending," 
he  says. 

Geier  should  be  happy  he  can  still 
afford  it.  A  lot  of  his  competitors 
aren't  so  fortunate.  ■ 


Industrial  equipment  and  services 
Yardsticks  of  management  performance 


Profitability 

Growth 

Earnings 

Return  on  equity 

Return  on  total  capital 
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per  share 

latest 
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latest 

net 

5-year 

5-year 

12 

equity 

5-year 

5-year 

12 

profit 

5-year 

5-year 

5-year 

5-year 

Company 

rank 

average 

months 

ratio 

rank 

average 

months 

margin 

rank 

average 

rank 

averag 

Specialty  equip,  materials 

Trinity  Industries 

1 

23.8% 

7.0% 

0.4 

1 

18.8% 

6.6% 

3.2% 

3 

18.6% 

3 

17.5% 

Foster  Wheeler 

2 

21.3 

14.2 

0.1 

2 

18.7 

13.4 

3.3 

22 

7.4 

1 

17.7 

Ametek 

3 

20.1 

19.4 

0.3 

6 

14.6 

14.2 

7.3 

16 

9.8 

12 

10.2 

Combustion  Eng 

4 

19.8 

13.6 

0.1 

10 

12.9 

9.8 

3.8 

12 

11.9 

4 

17.0 

Sundstrand 

5 

19.4 

9.3 

0.2 

9 

13.6 

7.7 

5.0 

17 

9.7 

7 

13.5 

Cooper  Industries 

6 

18.1 

3.7 

0.2 

4 

16.6 

4.3 

3.1 

1 

29.1 

10 

12.0 

Harris  Corp 

7 

17.6 

9.0 

0.3 

13 

12.7 

6.7 

3.9 

4 

18.3 

2 

17.6 

Illinois  Tool  Works 

o 
o 

1  7  3 

I  f  .0 

15.7 

0.0 

1  A  7 

1  A  7 

10.1 

15 

10.6 

9 

12.3 

Zurn  Industries 

9 

16.9 

12.1 

0.2 

14 

12.6 

9.4 

5.0 

24 

7.2 

5 

14.9 

Tyler 

10 

16.3 

9.7 

1.2 

11 

12.8 

8.4 

1.8 

6 

16.8 

18 

5.0 

Emhart 

11 

16.1 

16.6 

0.3 

8 

13.8 

12.7 

4.9 

8 

14.3 

16 

6.2 

Tecumseh  Products 

12 

16.0 

13.7 

0.0 

5 

15.9 

13.3 

6.5 

26 

5.7 

15 

7.3 

Avery  International 

13 

15.4 

15.7 

0.6 

17 

11.5 

11.8 

3.9 

11 

12.2 

6 

14.8 

General  Signal 

14 

15.0 

10.3 

0.1 

7 

14.1 

9.6 

5.5 

5 

16.8 

8 

12.5 

Stanadyne 

15 

14.7 

1  1  G 
1  1  .J 

15 

12.1 

9.4 

A  O 

20 

8.4 

17 

6.0 

Dennison  Mfg 

16 

14.5 

13.2 

0.3 

12 

12.7 

11.4 

4.4 

13 

11.6 

14 

7.4 

Ex-Cell-O 

17 

13.9 

11.6 

0.1 

16 

11.9 

10.0 

5.1 

7 

16.2 

11 

10.3 

Foxboro 

18 

11.4 

3.1 

0.1 

18 

10.6 

3.2 

1.9 

14 

10.6 

19 

4.5 

Stewart  &  Stevenson 

19 

10.7 

6.9 

0.5 

19 

8.7 

5.7 

2.2 

9 

13.4 

20 

-1.4 

McDermott  Intl 

20 

8.6 

7.4 

0.3 

25 

6.3 

6.0 

3.0 

2 

20.0 

25 

-9.2 

Rexnord 

21 

8.4 

2.4 

0.4 

22 

7.7 

3.1 

1.1 

19 

8.6 

24 

-7.6 

Research-Cottrell 

22 

8.3 

4.2 

0.3 

20 

8.2 

4.7 

1.3 

10 

12.5 

13 

8.9 

Stewart-Warner 

23 

8.0 

2.2 

0.0 

21 

7.9 

2.2 

1.5 

30 

2.3 

21 

-5.0 

UMC  Industries 

24 

7.9 

2.1 

0.7 

24 

6.9 

3.2 

0.7 

21 

7.9 

23 

-6.8 

Timken 

25 

7.7 

del 

0.0 

23 

7.2 

def 

def 

25 

6.0 

22 

-5.1 

Dayco 

26 

6.5 

1.8 

1.3 

26 

5.0 

2.9 

0.4 

23 

7.3 

26 

-10.3 

Amerace 

27 

5.5 

def 

0.4 

27 

4.4 

def 

def 

28 

3.5 

27 

-13.3 

Peabody  Intl 

28 

2.2 

6.2 

0.3 

28 

4.1tt 

5.5 

1.7 

18 

8.8 

28 

-26.5 

Allis-Chalmers 

29 

def 

def 

0.5 

29 

def 

def 

def 

27 

3.7 

29 

P-D 

General  Refractories 

30 

def 

def 

3.3 

30 

def 

def 

def 

29 

2.8 

29 

P-D 

Medians 

14.6 

8.2 

0.3 

12.0 

6.7 

3.2 

10.2 

6.8 

Industrial  services 

PHH  Group 

1 

23.7% 

20.0% 

2.6 

6 

6.6% 

8.3% 

6.1% 

2 

30.5% 

4 

21.7% 

Waste  Management 

2 

22.9 

18.0 

0.3 

2 

16.4 

13.5 

11.7 

3 

29.3 

1 

30.7 

Anixter  Bros 

3 

21.4 

10.8 

0.6 

3 

15.7 

8.5 

2.0 

4 

20.7 

3 

22.4 

National  Svc  Inds 

4 

20.1 

18.6 

0.0 

1 

17.7 

16.8 

5.9 

6 

10.5 

5 

16.5 

Browning-Ferris  Inds 

5 

20.0 

21.5 

0.3 

4 

13.7 

16.1 

9.3 

5 

15.9 

2 

23.0 

Gelco 

6 

17.9 

def 

6.7 

5 

8.4 

4.6 

def 

1 

36.8 

6 

13.1 

Medians 

20.8 

18.3 

0.5 

14.7 

11.0 

6.0 

25.0 

22.1 

Industry  medians 

15.0 

7.1 

0.3 

11.5 

6.4 

3.0 

10.6 

7.0 

All-industry  medians 

15.1 

12.6 

0.4 

10.8 

8.6 

3.5 

12.4 

9.4 

Note:  Explanation  of  Yardsticks  calculations  on  page  38 
ttThree-year  average.    P-D:  profit  to  deficit    def:  deficit 
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Producers  of  electrical  machinery  typically  lag 
in  a  reco  very,  which  is  why  most  of  them  are  so 
optimistic  about  1984. 


Electrical 
equipment 


By  Jill  Bettner 

Iast  year  the  economic  recovery 
_  was  fueled  primarily  by  the 
I  consumer,  with  declining  mter- 
;  est  rates  triggering  a  sharp  uptick  in 
housing  starts.  That  normally  doesn't 
have  much  effect  on  the  electrical  ma- 
chinery business,  so  it's  surprising  the 
Yardstick  companies  were  able  to 
turn  in  as  good  a  performance  as  they 
did.  Their  decline  in  median  profit- 
ability for  the  latest  12  months  was 
right  in  line  with  the  all-industry 
numbers. 

"We  were  very  pleased  we  were  able 
to  sneak  through  this  year,"  says 
Charles  Knight,  chief  executive  of 
Emerson  Electric  Co.  Sneak  through 
is  right.  The  St.  Louis-based  electrical 
equipment  manufacturer  chalked  up 


a  $303  million  profit  for  1983,  a  razor- 
thin  1%  increase  over  1982,  but 
enough  to  claim  its  26th  consecutive 
year  of  earnings  growth.  That  was  a 
significant  accomplishment  last  year 
in  an  industry  that  was  still  waiting 
for  the  long-overdue  upturn  in  capital 
spending. 

The  exceptions  were  few  in  the  lat- 
est 12-month  figures  on  the  Profit- 
ability Yardsticks  below.  The  only 
two  companies  to  show  gains  were 
the  temperature  control  companies — 
Robertshaw  and  lohnson — both  of 
which  benefited  from  the  comeback 
in  housing,  the  boom  in  major  appli- 
ances and  the  rebound  in  auto  sales. 
For  most  other  Yardstick  companies, 
the  recovery  is  still  on  the  horizon. 
Hard  hit  by  losses  in  Brazil  and  barely 
breaking  even  on  the  sale  of  transmis- 


sion and  power-generating  equipment 
to  utilities  (and  process  equipment  to 
the  petrochemical  industry),  Chica- 
go's McGraw-Edison  stumbled  on  its 
Yardstick  Profitability  rankings  for 
the  latest  12  months.  But  a  sharp  re- 
covery could  come  this  year.  Both  the 
industrial  and  commercial  markets 
for  its  compressors  and  transformers 
are  likely  to  improve. 

Earnings  on  the  sale  of  General  Sig- 
nal's industrial  instrumentation  and 
control  systems  fell  about  20%  last 
year,  the  second  consecutive  decline. 
"But  we're  seeing  some  momentum 
now,"  says  CEO  Nathan  Owen. 
"Nineteen  eighty-four?  I  feel  good 
about  it." 

Like  most  electrical  equipment 
manufacturers,  General  Signal,  not  on 
the  Forbes  list,  has  diversified  to  less- 


Electrical  equipment 

Yardsticks  of  management  performance 


Profitability 

Growth 

Earnings 

Return  on  equity 

Return  on  total  capital 

Sales 

per  share 

h  : — 

latest 

debt/ 

latest 

net 

5-year 

5-year 

12 

equity 

5-year 

5-year 

12 

profit 

5-year 

5-year 

5-year 

5-year 

Company 

rank 

average 
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ratio 

rank 

average 

months 

margin 

rank 

average 

rank 

average 

?yco  Laboratories 

1 

26.5% 

1  3  2"n 

0.6 

8 

14.5% 

8.9% 

3.4% 

1 

31.2% 

2 

21.6% 

merson  Electric 

2 

21.0 

19.5 

0.1 

1 

19.7 

17.9 

8.7 

5 

15.4 

5 

13.2 

jeneral  Electric 

3 

20.3 

19.4 

0.1 

2 

18.3 

17.7 

7.3 

10 

9.9 

8 

12.0 

quare  D 

3 

20.3 

12.5 

0.2 

5; 

16.6 

10.6 

5.6 

8 

12.9 

10 

8.1 

National  Svc  Inds 

5 

20.1 

18.6 

0.0 

3 

17.7 

16.8 

5.9 

9 

10.5 

3 

16.5 

V  W  Grainger 

6 

17.7 

13.4 

0.1 

4 

17.2 

12.4 

5.9 

7 

13.5 

6 

12.6 

taychem 

7 

17.2 

10.8 

0.1 

7 

15.7 

9.8 

5.1 

3 

23.5 

1 

22.9 

larvey  Hubbell 

8 

17.2 

14.0 

0.0 

6 

16.2 

13.2 

7.8 

6 

14.9 

7 

12.2 

Vestinghouse  Electric 

9 

15.4 

12.8 

0.2 

9 

13.7 

12.1 

4.3 

11 

7.8 

4 

15.5 

ohnson  Controls 

10 

14.6 

15.3 

0.3 

10 

11.6 

12.3 

4.5 

2 

25.4 

9 

11.9 

dcGraw-Edison 

11 

11.2 

6.8 

0.7 

11 

10.0 

6.4 

1.9 

4 

15.8 

12 

4.8 

tobertshaw  Controls 

12 

8.8 

11.8 

0.4 

12 

7.3 

9.5 

3.6 

12 

7.3 

11 

5.3 

ndustry  medians 

17.5 

13.3 

0.2 

16.0 

12.2 

5.4 

14.2 

12.4 

ill-industry  medians 

15.1 

12.6 

0.4 

10.8 

8.6 

3.5 

12.4 

9.4 

Note:  Explanation  of  Yardsticks  calculations  on  page  38. 
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en  its  dependence  on 
utilities  and  nonresiden- 
tial construction.  With 
both  those  traditional 
markets  still  soft,  Owen 
is  glad  he  did.  His  em- 
phasis has  been  on  semiconductor 
processing  and  on  telecommunica- 
tions. He  made  no  fewer  than  nine 
acquisitions  in  those  industries  last 
year  and  plans  more.  "I  believe  in 
1984  we'll  be  back  up  to  a  new  earn- 
ings record  or  close  to  it,"  Owen  de- 
clares. "By  1985  we'll  really  look  like 
heroes." 

National  Service  Industries  CEO 
Erwin  Zaban  is  confident  that  indus- 
trial lighting,  one  of  the  old  electrical 
equipment  mainstays,  is 
poised  for  a  rebound. 
"We're  seeing  some  im- 
provement already,"  he 
says,  though  big  gains  typi- 
cally lag  the  building  recov- 
ery by  six  to  eight  months. 
"In  1984  we're  looking  for 
lighting  to  be  a  real  plus," 
he  says. 

Knight  agrees.  "We're 
looking  for  a  recovery  in  all 
of  our  capital-goods-related 
businesses,  including  pro- 
cess controls,  motors  and 
drives,  professional  tools 
and  nonresidential  con- 
struction products.  If  those 
businesses  come  up  to  the 
present  level  of  consumer 
activity,  1984  is  going  to  be 
a  good  year." 

But  Emerson  hasn't  been 
idly  sitting  by  waiting  for 
that  recovery.  Knight  has 
taken  advantage  of  the 
downturn  to  build  in  some  new  effi- 
ciencies. Early  last  year  he  consolidat- 
ed operations  involving  17  plants  at  a 
cost  of  nearly  $20  million.  Those 
moves,  he  says,  should  save  Emerson 
about  $35  million  annually. 

Fred  Dusto,  chief  executive  of  Har- 
vey Hubbell,  Inc.,  expects  the  pickup 
in  low-voltage  wiring  devices,  trig- 
gered last  year  by  the  upturn  in  hous- 
ing starts,  to  spill  over  this  year  into 
his  main  commercial  and  industrial 
markets.  But  he  isn't  expecting  a 
change  in  the  fortunes  of  some  impor- 
tant customers.  "Steel,  coal  mining 
and  utilities  will  be  down  or  flat,"  he 
says.  Hubbell  closed  two  of  its  Cana- 
dian plants  last  year  because  of  a  con- 
tinuing decline  in  demand  from  Cana- 
dian utilities  for  its  electrical  porce- 
lain products. 

Less  diversified  than  most  other 
electrical  equipment  makers  and  bur- 
dened with   problems   in  Mexico, 


Square  D  reported  its  second  consecu- 
tive earnings  decline  last  year,  revers- 
ing several  years  of  strong  growth. 
Square  D's  circuit  breakers  and  other 
power  distribution  and  control  de- 
vices encountered  declining  sales  and 
considerable  price  erosion  because  of 
weak  nonresidential  construction 
markets.  President  Robert  King  now 
says  he's-  "cautiously  optimistic 
about  a  broad  construction  recovery," 
although  that  is  not  likely  to  include 
the  key  utility  segment. 

But  in  1983  Square  D  increased  its 
emphasis  on  electronics  with  its  pur- 
chase of  Topaz,  Inc.  Topaz  makes  de- 
vices that  protect  computers  from 
power   disturbances — a    field  King 


Sparton  Corp.  's  sonobuoys  (inset)  track  foreign  subs 
Razorblade  electronics. 


thinks  quite  promising.  "On  one  side, 
industry  is  trying  to  improve  its  effi- 
ciency, and  on  the  other  side,  utilities 
are  pressing  their  systems  to  get  more 
out  of  them,"  he  says.  "We  benefit 
both  ways." 

Johnson  Controls  finished  fiscal 
1983  in  September  with  record  earn- 
ings of  $59  million,  thanks  to  strong 
sales  of  auto  batteries.  But  orders  for 
industrial  facilities  management  sys- 
tems for  monitoring  fire  safety  and 
security  as  well  as  energy  use  are  also 
improving,  says  CEO  Fred  Brengel. 
"Very  few  industries  won't  be  better 
off  in  1984  than  they  were  in  1983, 
though  you  can't  quantify  how  much 
better,"  he  says. 

Stepped-up  defense  orders  in  1983 
were  a  boon  to  several  companies, 
including  Emerson,  General  Electric, 
Westinghouse  and  Sparton  Corp.  The 
Jackson,  Mich. -based  Sparton,  also 
not  on  the  Forbes  list,  gets  about  56% 


of  its  sales  from  defense  electronics 
products  like  sonobuoys,  which  are 
used  by  the  Navy  to  track  foreign  sub- 
marines. The  devices  last  only  about 
two  hours  before  they  sink  and  have 
to  be  replaced,  so  it's  a  nice  razorblade 
business  for  Sparton.  A  15%  increase 
in  demand  for  them  last  year  helped 
boost  Sparton's  sales  19%,  to  $142 
million.  "Russian  subs  are  a  threat 
365  days  a  year,"  says  Sparton  CEO 
John  Smith.  His  company  is  also  a 
major  supplier  of  auto  horns  to  such 
customers  as  General  Motors  and 
Chrysler. 

Yardstick-topping  Tyco  Laborato- 
ries got  much  of  its  growth  by  acquir- 
ing and  turning  around  troubled  com- 
panies. Its  growth  has  also 
come  from  capital  gains 
from  abortive  takeover  at- 
tempts such  as  its  $22  mil- 
lion profit  on  the  sale  of  its 
30%  investment  in  Cutler 
Hammer  in  1978.  But  the 
company  may  be  changing 
direction. 

Following  the  death  of 
former  Tyco  Chairman  and 
CEO  Joseph  Gaziano  a  little 
more  than  a  year  ago,  new 
CEO  John  Fort  sold  Tyco's 
503,000  shares  of  Allied 
Corp.'s  $12  cumulative  pre- 
ferred stock  for  $54.3  mil- 
lion. He  told  Forbes  he  has 
also  decided  not  to  increase 
Tyco's  46%  stake  in  Hein- 
icke  Instruments  Co.  or  its 
29%  interest  in  Muirhead, 
Ltd.,  a  British  electronics 
company. 

"For  the  short  term  at 

  least,  we're  becoming  more 

operations-minded  than  acquisitions- 
oriented,"  says  Fort.  Recently  he  has 
also  sold  some  divisions  of  Tyco's 
Ludlow  Corp.  that  were  outside  Lud- 
low's principal  flexible-packaging 
business. 

Tyco  gets  about  38%  of  its  sales 
from  sprinklers  and  other  fire  protec- 
tion devices.  Because  they  are  among 
the  last  items  to  be  installed  in  new 
buildings,  "that  business  is  going  to 
be  flat  next  year,  near  as  we  can  tell," 
Fort  says.  But  he  is  enthusiastic  about 
prospects  for  his  printed  circuit 
boards,  which  are  used  by  customers 
ranging  from  computer  manufactur- 
ers to  utilities.  "It's  the  segment  of 
our  business  that  moves  most  with 
the  general  economy,"  says  Fort,  who 
likes  what  he  sees  ahead.  "We're  look- 
ing at  very  good  growth,  very  good," 
he  says.  "Orders  are  up  about  25% 
over  last  year.  It's  a  very  positive 
sign."  ■ 
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Here  it  happened.  There  really  was  a  recover}'. 
Well,  anyway,  the  beginnings  of  one. 


Building 
materials 


- 

By  Barry  Stavro 


We've  had  a  pretty  good 
turnaround  year.  Some  of  us 
are  sleeping  a  little  better," 
says  Joe  Cordell,  president  and  CEO  of 
Jim  Walter  Corp. 

Like  any  commodity  business,  the 
building  materials  industry  is  highly 
sensitive  to  volume  because  its  plants 
have  a  great  deal  of  operating  leverage. 
So  when  housing  starts,  triggered  by 
falling  mortgage  rates,  leapt  59%,  to 
1.7  million,  in  1983 — a  normal  year, 
by  more  normal  standards — much  of 
the  building  materials  business 
snapped  right  back. 

Since  it  manufactures  partially  fin- 
ished housing  and  various  building 
materials,  Jim  Walter's  earnings  track 
housing  starts  like  a  shadow.  After 
1978,  when  housing  starts  hit  a  robust 
2  million,  Jim  Walter's  earnings  hit  a 
record  $98  million  in  1979.  Then,  as 
housing  slumped  (down  to  1.07  mil- 
lion starts  in  1982),  so  did  Jim  Wal- 
ter's earnings  ($6.1  million  in  1982). 
In  1983  Jim  Walter's  profits  jumped  to 
$70.6  million,  with  its  building  prod- 
ucts group  enjoying  a  profit  swing  of 
$36  million. 

This  doesn  't  happen  automatically, 
of  course.  Cordell  had  cut  Jim  Wal- 
ter's overhead  as  much  as  possible,  by 
trimming  the  work  force  by  16%,  cut- 
ting short-term  debt  and  reducing 
break-even  for  his  building  materials 
group  to  correlate  to  1  million  hous- 
ing starts  a  year  instead  of  1.5  million. 
"We  came  out  of  this  a  much  leaner 
and  stronger  company,"  Cordell  says. 

Gypsum  wallboard  is  used  for  inte- 
rior walls  in  new  housing,  and  it's  also 
a  product  used  at  a  fairly  early  stage  in 
construction.  As  a  result,  United 
States  Gypsum  Co.,  traditionally  the 
performance  leader  in  this  market 
with  a  commanding  35%  share  in 
wallboard,  saw  its  quarterly  earnings 


per  share  in  1983  climb  from  46  cents 
to  95  cents  to  $1.68  in  the  third  quar- 
ter. For  nine  months  USG's  net  in- 
come was  up  83% .  Along  with  it  have 
come  some  of  those  inflationary  price 
hikes  Federal  Reserve  Chairman  Paul 
Volcker  is  worrying  about.  Says  Eu- 
gene Miller,  USG's  senior  vice  presi- 
dent for  corporate  planning:  "Our 
wallboard  plants  are  operating  at  97% 
capacity.  When  the  supply/demand 


years  of  1981  and  1982.  As  demand 
recovered,  Owens-Corning  boosted 
prices  on  the  rising  sales  volume.  Its 
profits  for  1983  should  more  than 
double  1982's  $29.7  million. 

Under  the  welcome  protection  of 
that  price  umbrella,  even  a  weak  con- 
tender in  fiberglass  like  CertainTeed 
Corp.,  which  lost  $17  million  in  1981 
and  1982,  turned  in  a  nine-month 
profit  in  1983  of  $25  million.  Certain- 


In  1983  1-7  million  homes  were  built 
Half  of  the  industry  is  back  to  normal. 


equation  gets  close,  it's  an  opportuni- 
ty to  regain  eroded  margins."  USG's 
gypsum  wallboard  prices  rose  20%  in 
1983.  But  USG  has  earned  it,  having 
spent  $277  million  in  the  past  five 
years  to  boost  its  wallboard  capacity 
25%  and  having  reduced  break-even 
costs  30%  in  the  past  two  years. 

Other  companies  that  managed  to 
hang  on  to  dominant  market  share 
during  the  recession  did  well,  too. 
Like  Jim  Walter,  Owens-Corning  Fi- 
berglas  showed  a  modest  gain  on  the 
Profitability  Yardsticks  during  the 
latest  12  months.  With  60%  of  the 
capacity  for  fiberglass  insulation, 
Owens-Coming  was  able  to  boost 
prices  occasionally  even  in  the  bad 


Teed  CEO  Michel  Besson  credits 
heavy  capital  spending  and  strenuous 
efforts  to  increase  productivity.  "If 
you  compare  our  1978  output  per  em- 
ployee," he  says,  "we're  up  40%  in 
fiberglass  insulation." 

Some  portions  of  the  industry  were 
slow  to  feel  the  effects  of  an  improved 
housing  market.  Take  a  look  at  the 
latest  12-month  results  for  the  lum- 
ber industry.  Huge  oversupply  in  ply- 
wood dampened  prices.  Limp  over- 
seas markets,  combined  with  a  trend 
to  downsize  new  homes — thus  requir- 
ing less  wood — didn't  help.  Still,  lum- 
ber demand  and  prices  have  picked  up 
(spruce  fir  lumber  prices  per  1,000 
square  feet  hit  a  low  of  $140  in  late 
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^^^i  1981,  bounced  back  to 
^p^-j  $235  by  mid- 1983  and 
:f  1  ■  I  have  since  backed  off 
f  I  »  1  again).  For  longtime  in- 
Zj  dustry  profit-leader 
Weyerhaeuser,  that  boosted  nine 
months'  earnings  24%,  to  $135  mil- 
lion. But  as  Weyerhaeuser's  sorry 
3.4%  return  on  equity  for  the  latest  12 
months  attests,  there  is  still  a  long 


way  to  go  before  the  company,  with 
its  huge  capital  investment,  is  back 
on  track. 

In  the  long-suffering  cement  indus- 
try, most  firms  continued  to  sink  like 
a  stone.  Lone  Star  Industries,  the  big- 
gest producer  in  the  country,  had 
boasted  on  the  cover  of  its  1982  annu- 
al report,  "Lone  Star  is  Ready."  It 
seemingly'  had  made  all  the  right 


moves.  It  had  kept  maintenance 
spending  up.  It  had  taken  advantage  of 
acquisition  opportunities  over  the 
past  five  years,  tripling  its  annual  ca- 
pacity to  12.5  million  tons.  But  for 
1983  Lone  Star  will  post  a  record  loss 
of  some  $2  per  share  (vs.  5-cent  earn- 
ings in  1982).  Kaiser  Cement  will  also 
lose  about  $1  a  share. 

Part  of  the  cementmakers'  problem 
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t-Four-year  growth    P-D:  profit  to  deficit,    def:  deficit.    "Not  available;  not  ranked 
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in  1983  was  in  the  uneven  nature, 
noted  above,  of  the  housing  turn- 
around. In  the  first  wave  of  a  recovery 
in  new  housing,  developers  build  on 
lots  in  existing  housing  divisions. 
Only  in  the  second  or  third  wave  do 
new  curbing,  sidewalks  or  sewers,  all 
requiring  cement,  have  to  go  in.  But 
housing  provides  only  one-third  of  the 
cement  industry's  business.  The  other 
two-thirds  are  commercial  construc- 
tion and  roads,  bridges  and  other  infra- 
structure needs. 

Here,  too,  there  was  a  lag  in  1983. 
Office  construction  was  soft  through 
the  first  nine  months,  which  helped 
keep  prices  down.  And  despite  the 
much  publicized  need  for  better  main- 
tenance of  the  federal  interstate  high- 
way system,  spending  on  repairs  has 
not  increased  dramatically. 

Result:  At  69  million  tons  in  1983, 
cement  consumption  was  no  higher 
than  1981  levels.  "When  you're  run- 
ning cement  mills  at  70%  capacity, 
there  is  no  way  in  the  world  you  can 
make  money,"  says  Ted  Baker,  presi- 


At  last  count  some  26,000  law- 
suits claiming  death  or  injury 
related  to  the  use  of  asbestos  prod- 
ucts have  been  filed  in  U.S.  courts. 
Many  of  them  are  multiple  suits 
against  Jim  Walter,  Owens-Cor- 
ning, GAF,  Armstrong  World  In- 
dustries and,  of  course,  Manville 
Corp.,  which  sought  shelter  from 
all  the  unknowns  of  asbestos  li- 
ability under  the  bankruptcy  law. 
Estimates  of  the  cost  of  settling 
those  claims  range  wildly — any- 
where from  $1  billion  to  $15  bil- 
lion. It's  a  judicial  nightmare. 

One  bill  in  Congress  to  cope 
with  the  situation,  introduced  by 
Representative  George  Miller 
(D-Calif.),  chairman  of  the  Labor 
Standards  subcommittee,  would 
have  the  Labor  Department  act  as 
the  clearinghouse  for  asbestos 
claims.  The  purpose  is  not  only  to 
speed  up  adjudication  but  also  to 
get  more  money  to  asbestos  vic- 
tims by  eliminating  the  need  for 
attorneys.  This  is  certainly  a  wor- 
thy goal.  Of  the  asbestos  lawsuits 
that  have  been  settled  to  date,  a 
third  of  the  total  costs  have  gone 
for  legal  fees. 

Under  Miller's  proposal,  totally 
disabled  victims  would  receive 
80%  of  the  national  manufacturing 
average  weekly  wage  on  the  date 


dent  of  Florida  Rock  Industries,  a 
smallish  (estimated  1983  sales:  $180 
million)  but  profitable  cement  produc- 
er based  in  Jacksonville.  Florida 
Rock's  1983  earnings  should  jump 
25%.  Why?  Since  cement  is  so  heavy 
and  costly  to  transport,  it  is  primarily  a 
regional  business.  Nearly  60%  of  Flor- 
ida Rock's  sales  comes  from  a  healthy 
Florida  market,  and  it  didn't  hurt  that 
55%  of  1983's  housing  starts  were  in 
the  South.  So  Florida  Rock  operated  at 
more  than  80%  of  capacity  in  1983. 

Don't  think  Lone  Star  has  aban- 
doned hope  simply  because  it  ran  in 
the  red  while  most  other  building  ma- 
terials companies  were  rebounding 
nicely.  "As  modest  as  it  was,  1983  saw 
the  first  year  of  recovery,"  says  Car- 
mine Muratore,  Lone  Star's  executive 
vice  president.  "We  think  the  next 
three  to  five  years  will  be  very  good  for 
our  business." 

Why?  Well,  cement  prices  actually 
turned  up  in  the  third  quarter  (Lone 
Star  showed  a  narrow  profit)  with  the 
first  upticks  in  nonresidential  spend- 


they  first  became  disabled  (in  No- 
vember 1983  that  would  amount 
to  $280  per  week),  plus  medical 
benefits.  The  money  would  come 
from  a  pool  contributed  to  by  as- 
bestos manufacturers  (and  their  in- 
surers) and  vary  according  to  a 
company's  asbestos  "exposure." 

James  Kynes,  Jim  Walter  Corp.'s 
senior  vice  president  and  legal 
counsel,  has  no  quarrel  with  the 
basic  concept  of  the  bill.  But  he 
objects  strongly  to  several  wrin- 
kles, including  its  omission  of  fed- 
eral contributions,  despite  widely 
acknowledged  asbestos-related  in- 
juries suffered  by  workers  at  Navy 
shipyards  during  World  War  II  and 
Korea.  Kynes  also  objects  to  the 
Miller  bill's  notion  that  it  be  a  no- 
fault  plan — that  is,  workers  would 
need  to  prove  only  that  they  are 
disabled.  (Currently,  workers  must 
prove  negligence  on  the  part  of 
manufacturers  in  order  to  win 
their  claim.)  The  no-fault  provi- 
sion, Kynes  and  others  believe, 
could  drive  total  costs  for  the  pro- 
gram out  of  sight. 

One  thing  is  certain:  The  asbes- 
tos problem  is  not  going  away.  A 
year  ago  Jim  Walter  faced  11,600 
asbestos-related  lawsuits.  The 
company  now  faces  15,600  such 
suits.— B.S. 


ing,  and  Muratore  expects  public 
spending  for  the  well-publicized  infra- 
structure problems  to  pick  up  at  long 
last.  The  Portland  Cement  Associ- 
ation expects  cement  consumption  to 
pick  up  10%  in  1984,  which  would  be 
enough  to  nudge  most  cement  compa- 
nies into  the  black. 

Just  how  much  pent-up  demand  for 
housing  remains  suppressed  by  still 
high  mortgage  rates  can  be  seen  in  the 
outstanding  gains  in  latest  12-month 
return  on  equity  figures  in  the  Yard- 
sticks for  consumer  paint  producers 
like  DeSoto  and  Sherwin-Williams  (or 
the  Glidden  division  of  SCM).  Most  of 
that  fresh  paint  is  going  to  cover  old 
housing,  not  new. 

The  best  news  for  the  building  ma- 
terials industry  is  that  even  if  housing 
starts  are  flat  at  around  1.7  million 
starts  this  year,  as  expected,  this 
should  be  a  better  year  for  earnings 
because  the  number  of  housing  com- 
pletions will  rise  perhaps  as  much  as 
14%,  from  1.38  million  in  1983  to  1.6 
million,  according  to  the  National  As- 
sociation of  Home  Builders.  That's 
good  news  for  companies  whose  prod- 
ucts, such  as  roofing  shingles  or 
plumbing,  are  used  in  the  later  stages 
of  housing  construction. 

Masco  Corp.,  for  example,  the  na- 
tion's leading  faucetmaker  (with  33% 
of  the  market),  turned  in  an  impres- 
sive 16.9%  return  on  equity  for  the 
latest  12  months  on  the  industry 
Yardsticks.  Masco  President  Richard 
Manoogian  says  1984  "should  be  a 
better  year  for  us  because  faucets  are 
among  the  last  products  to  go  into  a 
home."  Masco 's  nine-month  1983 
earnings  increased  27%,  and  analysts 
peg  the  company's  1984  earnings  at 
$2.75  per  share,  up  from  $2  in  1983. 
Manoogian  can  afford  to  be  optimis- 
tic, of  course.  He  has  his  bases  cov- 
ered, with  60%  of  Masco's  building 
products  going  not  for  new  construc- 
tion but  to  the  rebounding  replace- 
ment and  remodeling  market. 

Another  bright  spot  is  the  $30  bil- 
lion do-it-yourself  market,  which  has 
grown  13%  a  year  since  1970. 

The  critical  variable  remains  mort- 
gage rates.  As  long  as  they  go  no  high- 
er than  13% — a  reasonable  prospect 
in  this  election  year — building  mate- 
rials should  continue  to  rebound. 

The  stock  market  has  been  expect- 
ing it.  Many  building  materials  stocks 
doubled  during  the  1982-83  market 
surge.  While  many  fell  back  about 
15%,  they  are  still  considered  to  be 
fully  valued  against  their  likely  im- 
proved 1984  earnings.  Most  building 
material  stocks  move  in  anticipation 
of  interest  rate  swings,  not  earnings.  ■ 


The  asbestos  albatross 
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It  took  a  lot  of  fancy  footwork,  but  most  of  the 
big  construction  firms  did  pretty  well  in  1983- 


Contractors 


By  Roger  Neal 


In  a  recession  this  industry  noses 
over  first  and  comes  out  last," 
says  William  McMurren,  presi- 
dent of  Boise-based  Morrison-Knud- 
sen.  That's  true  so  far  as  backlogs  are 
concerned.  But  the  manner  in  which 
McMurren  and  some  of  his  competi- 
tors dealt  with  the  problem  was  a 
subject  for  admiration  in  1983.  Con- 
struction was  soft,  both  at  home  and 
abroad,  and  the  once  lucrative  OPEC 
market  has  shrunk  drastically.  And 
yet,  from  a  profits  point  of  view,  this 
industry  came  through  the  year  re- 
markably well.  The  Yardsticks  tell 
the  tale.  Order-starved  contractors 
have  actually  kept  pace  with  other 
industries  in  the  recovering  economy. 


How  so?  The  better-managed  compa- 
nies have  been  simultaneously  broad- 
ening their  technological  specializa- 
tions and  slashing  costs. 

Granted,  this  can't  be  accomplished 
overnight.  If  your  specialty  is  large 
power  plants,  chemical  plants  and  oil 
refineries,  like  Dravo,  for  example,  or 
like  Fluor,  you're  going  to  be  hurting 
right  now. 

But  most  big  contractors  are  cur- 
rently earning  close  to  their  five-year 
return  on  equity,  mainly  because  they 
diversified  their  customer  base.  The 
leading  practitioner  of  this  approach 
is  Pasadena,  Calif. -based  Parsons.  Par- 
sons Chairman  William  Leonhard  ex- 
pects the  company  to  post  its  12th 
consecutive  earnings  increase  in 
1984.  This  is  especially  impressive 


Fluor's proposed  bullet  train 

High  hopes fo*  u  new  expertise. 


given  Parsons'  high  25.3%  return  on 
equity  in  the  latest  12  months — twice 
as  good  as  the  contractor  industry  me- 
dian return  on  equity  of  only  12.5%  in 
the  same  period  and  12.6%  for  all 
industry.  Parsons  has  earned  that 
handsome  return  not  just  by  diversi- 
fying, but  by  running  a  tight,  low- 
overhead  operation  both  in  good  years 
and  in  bad. 

Though  megaprojects  are  scarce, 
there  are  some  small  profitable  niches 
in  the  industry  that  are  looking  better. 
Recent  federal  actions,  for  example, 
have  provided  a  number  of  nuclear 
waste  storage  and  cleanup  projects 
like  Morrison-Knudsen's  uranium 
mine  tailings  cleanup  contract,  which 
could  extend  to  23  sites  in  half  a  doz- 
en states.  Another  nice  piece  of  busi- 
ness will  be  the  $3  trillion  that  the 
Associated  General  Contractors  of 
America  says  will  be  needed  to  ren- 
ovate the  nation's  infrastructure — 
ports,  highways,  bridges  and  air- 
ports— over  the  next  18  years.  Funded 
by  the  nickel-a-gallon  gasoline  tax 
surcharge  that  was  passed  in  1982,  the 
states  are  likely  to  start  spending  that 
federal  money  this  year. 

Up  until  recently,  small  companies 
have  taken  advantage  of  these  market 
segments  because  the  national  con- 
tractors had  bigger  fish  to  fry.  Take 
little  San  Bernardino,  Calif. -based 
Kasler  Corp.  (1983  revenues,  $105 
million).  Kasler,  a  regional  heavy  con- 
struction company  that  deals  primar- 
ily in  civil  engineering  work  for  gov- 
ernment— everything  from  highways 
to  space  shuttle  launch  facilities — has 
managed  a  five-year  average  return  on 
equity  of  better  than  30%.  But  with 
little  else  for  the  large  firms  to  fall 
back  on,  competition  for  these  small 
projects  will  be  stiff. 

Increasingly,  large  contractors  are 
becoming  generalists,  and  none  has 
been  more  successful  at  it  than  Par- 
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i  sons.  With  jobs  in  such  diverse  fields 
as  •  petroleum    processing,  nuclear 
1 1  waste  storage,  mass  transit  and  de- 
fense, both  in  the  U.S.  and  34  foreign 
jj  countries,  Parsons  can  shift  resources 
to  wherever  the  work  is,  often  bring- 
ing higher-powered  talent  and  more 
I  financial  muscle  to  bear  on  a  project 
ji  than  competitors  could  offer.  Parsons 
*  isn't  held  hostage  by  an  ailing  indus- 
try here  or  a  politically  unstable  re- 
\  gion  there. 

Take  Morhson-Knudsen,  a  giant 
J  company  whose  solid  12.5%  return 
on  equity  makes  it  another  strong 
generalist.  Says  CEO  McMurren:  "Di- 
li versification  by  geography  and  disci- 
pline offers  us  great  flexibility  that 
f  many  of  our  competitors  simply  don't 
r  have." 

>  Others  are  trying  to  broaden  their 
\  specialties.  Fluor  has  high  hopes  for 
i  the  proposed  $1.25  billion  bullet  train 
j  between  Los  Angeles  and  San  Diego. 

■  If  funded,  the  project  will  help  Fluor 

■  develop  an  expertise  in  mass  transit. 

Of  course,  1983's  surprisingly  good 
!  profit  showings  were  not  achieved 
li  easily.  Fluor  counted  on  a  $40  million 
j  capital  gain  from  sale  of  an  office 
I  building.  Morrison -Knudsen  had  to 


cut  back  roughly  10%  of  its  adminis- 
trative staff.  Fluor's  1977  acquisition 
of  Daniel  Construction,  a  nonunion 
company,  has  been  a  big  help  in  hold- 
ing down  costs  and  getting  additional 
business.  Daniel  now  accounts  for 
about  3 1  %  of  backlog. 

The  large  engineering  and  construc- 
tion firms  are  also  finding  that  an 
ability  to  help  customers  find  money 
is  a  potent  lure.  When  Standard  Oil  of 
California  began  work  on  its  47- 
megawatt  geothermal  project  in  Cali- 
fornia's Imperial  Valley,  it  first  ap- 
proached Southern  California  Edison 
to  see  if  it  was  interested  in  owning  as 
well  as  operating  the  $125  million 
plant.  Edison  declined. 

Dravo  of  Pittsburgh  got  the  con- 
tract to  build  the  plant  by  agreeing  to 
take  over  the  project  when  it  was 
completed.  Dravo  could  do  so  be- 
cause, with  its  faster  depreciation 
schedule  and  eligibility  for  a  15%  en- 
ergy tax  credit  not  allowed  utilities,  it 
could  arrange  financing  on  more  fa- 
vorable terms  than  the  California 
utility  could. 

Other  contractors  have  concocted 
similar  schemes  or  are  contemplating 
doing  so.  Blount  has  been  negotiating 


with  Oyster  Bay,  N.Y.  to  build  and 
finance  a  $100  million  waste-to-ener- 
gy facility. 

Smallish  ($70  million  revenues)  Ul- 
trasystems  (Forbes,  Oct.  24,  1983)  has 
an  assortment  of  innovative  projects 
that  it  builds  and  operates,  such  as  its 
$35  million  North  Dakota  barley-to- 
alcohol  conversion  plant.  Leonhard  of 
Parsons  says,  "We'll  consider  these 
projects  in  any  field  where  we  feel  we 
have  a  technological  advantage." 
That  apparently  includes  mass  tran- 
sit: Parsons  recently  offered  to  finance 
and  build  part  of  the  Houston  metro. 
Unfortunately,  the  project  was  nixed 
by  the  voters. 

But  the  builder-owner-operator  so- 
lution does  not  appeal  to  everyone. 
McMurren  of  Morrison-Knudsen  is 
one  executive  who  doesn't  like  the 
idea.  "We've  historically  avoided 
competing  with  our  clients,"  he  says. 
"I've  heard  a  lot  of  talk  about  this,  but 
it's  not  the  salvation  for  a  weak  mar- 
ket." What  is?  In  McMurren's  opin- 
ion, salvation  is  in  just  what  M-K  has 
been  doing:  keeping  costs  under  con- 
trol and  scraping  around  for  small 
jobs.  Not  brilliant,  just  bright.  And  it 
seems  to  work.  ■ 


Contractors 

Yardsticks  of  management  performance 
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You  can  let  the  washing  machine  leak  only  so 
long  before  you  break  down  and  buy  a  new  one. 
That,  in  part,  explains  the  surge  of 1983. 
But  what  happens  next? 


Household  goods 


of  every  10  Americans  have  been  di- 
vorced. These  days  the  marriage  often 
wears  out  before  the  refrigerator. 

Even  if  it  doesn't,  of  course,  the 
refrigerator  would  have  to  be  re- 
placed, and  that  is  good  news  for  the 
household  goods  industry.  The  oldest 
members  of  the  World  War  II  baby 
boom  bought  their  first  appliances  be- 
tween 1969  and  1973 — among  the 
best  years  ever  for  appliance  sales, 
according  to  statistics  kept  by  Paul  E. 


By  Paul  B.  Brown 


T|  HESE  ARE  GOOD  TIMES  for  the 
companies  that  make  washing 
machines  and  stoves,  bleaches 
and  scouring  powder.  As  William  F. 
Andrews,  chairman  of  Scovill  Inc., 
puts  it,  "The  baby  boom  is  getting 
married,  and  the  divorce  rate  is  in- 
creasing." Divorce  is  good  news? 
Sure,  says  Andrews:  "One  person 
takes  the  household,  and  the  other 


A  new  stove  and  a  new  washer 

You  need  them  when  you  get  married  and  divorced. 


has  to  go  out  and  buy  new  appliances 
and  furniture." 

In  short,  while  every  marriage 
means  a  new  household,  every  di- 
vorce does,  too.  And  both  are  on  the 
rise  in  the  U.S.  In  1962,  if  you  had 
asked  1,000  people  at  random,  you 
would  have  found  8,  maybe  9,  who 
had  been  married  that  year.  In  1982 
that  number  was  close  to  11,  accord- 
ing to  the  National  Center  for  Health 
Statistics.  Divorces?  In  the  last  20 
years  their  number  has  nearly  tripled. 
In  1982  there  were  1.2  million  di- 
vorces. That  means  more  than  1  out 


Roman,  vice  president  of  the  Associ- 
ation of  Home  Appliance  Manufac- 
turers, the  industry's  trade  group. 
They  will  soon  have  to  replace  those 
initial  purchases,  since  the  average 
life  of  a  household  appliance  is  any- 
where from  1 1  to  1 5  years,  and  rougb- 
ly  75%  of  sales  in  this  industry  are 
replacement. 

Add  to  that  the  fact  that  through 
three  years  of  recession,  consumers, 
frightened  of  spending  money,  kept 
their  old  dishwashers,  refrigerators 
and  clothes  dryers  longer  than  they 
ordinarily  would  have.  Now  they  are  a 


little  more  sure  they  will  have  a  job 
and  are  spending  big  to  catch  up. 
That's  why  1983  kept  getting  better 
and  better,  and  1984,  says  Maytag  Co. 
President  Daniel  J.  Krumm,  "should 
be  a  good,  solid  year."  Krumm,  whose 
company  has  led  the  Forbes  Profit- 
ability rankings  in  household  goods 
every  year  since  1974,  mentions  two 
other  bright  spots: 

•  New  homes.  That's  where  about 
20%  of  industry  sales  comes  from, 
and  1983's  1.7  million 
new  housing  starts  were 
up  59%  from  1982.  They 
are  expected  to  be  strong 
again  in  1984  (seep.  199). 

•  Lower  interest  rates. 
"In  this  last  quarter  we 
had  the  highest  order 
rate  for  household  goods 
we  have  ever  had,"  adds 
Scovill's  Andrews, 
whose  Hamilton  Beach 
line      of  appliances, 
among  other  products, 
helped    the  company 
place  sixth  in  the  Forbes 
appliance  category. 
"What  mainly  held  peo- 
ple back  early  in  1983 
was    the    question  of 
whether   or   not  they 
  would  have  a  job,"  An- 
drews says.  "Now  there  is  enough 
money  out  there,  enough  savings  and 
a  lot  of  pent-up  demand." 

Not  that  1984  will  match  1983.  Too 
much  catching  up  has  already  been 
done.  For  example,  Maytag's  Krumm 
is  predicting  that  industry  sales  of 
automatic  washers,  which  climbed 
about  13.5%  in  1983,  will  be  up  an- 
other 7%  this  year.  Dryers,  up  20%  in 
1983,  should  increase  by  1 1.8%.  Dish- 
washers, which  cleaned  up  with  40%. 
gains  in  1983,  should  be  up  another 
18.5%  in  1984,  he  says.  Electric  range 
sales  were  up  40%  in  1983  and  should 
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climb  another  18%  this  year.  Micro- 
waves, the  darling  of  the  industry  re- 
cently, were  up  38.8%  in  1983  and 
should  be  up  11.2%  in  1984.  "As  you 
can  see,  we  are  expecting  a  flattening 
out  this  year,  but  overall  it  looks  pret- 
ty good,"  Krumm  says. 

"Pretty  good"  is  the  operative 
phrase.  This  is  a  mature  industry,  no 
question  about  it.  Unit  sales  have 
been  growing  at  an  average  rate  of 
3.6%  over  the  last  two  decades.  That 
means  once  the  pent-up  demand  has 
been  satisfied,  further  growth  for  any 
company  has  to  come  out  of  some- 
body else's  hide.  One  measure  of  that 
is  that  the  industry  has  been  steadily 
consolidating  over  the  past  ten  years. 
Look  at  Forbes'  26th  Annual  Report 
on  American  Industry  for  1974.  There 
are  now  20%  fewer  names  in  the  lists 
below  than  there  were  then,  with 


Household  goods 


such  famous  ones  as  Westinghouse 
Electric  and  Admiral  among  the  miss- 
ing. The  major  appliance  division  of 
Westinghouse  Electric  was  acquired 
by  White  Consolidated  and  Admiral 
is  now  a  division  of  Magic  Chef. 

Along  with  consolidation  came  di- 
versification of  the  survivors.  Maytag 
is  a  good  example.  For  years  it  manu- 
facturered  only  washers,  dryers  and 
dishwashers.  Now  it  has  moved  into 
stoves  and  ovens  with  the  acquisi- 
tions of  the  Hardwick  Stove  Co.  and 
gas  and  electric  grillmaker  Jenn-Air  in 
1981  and  1982,  respectively.  Clorox 
Co.,  which  made  only  its  well-known 
bleach  when  it  was  divested  by 
Procter  &  Gamble  in  1969  pursuant  to 
an  FTC  order,  now  sells  such  products 
as  Liquid-plumr,  Kingsford  barbecue 
products  and  Hidden  Valley  Ranch 
salad  dressings.  Chairman  Calvin  S. 


Hatch  says  there  will  be  more  acquisi- 
tions. "If  I  had  my  preference,  I'd  de- 
velop internal  products  successfully, 
but  the  key  word  is  successfully.  In 
the  grocery  business,  you  know  how 
hard  that  is." 

In  fact,  Clorox,  which  placed  third 
in  the  housekeeping  products  divi- 
sion, is  now  moving  beyond  the  su- 
permarket shelf.  In  1981  it  acquired 
Olympic  Stain  Co.,  a  leading  maker  of 
exterior  stains  and  paints,  and  in  July 
it  acquired  the  U.S.  rights  to  Lucite 
paints  from  Du  Pont.  Similar  expan- 
sions, either  through  acquisition  or 
home-grown  products,  are  planned  by 
Economics  Laboratory  (Forbes,  July 
18,  1983),  American  Home  Products 
and  Procter  &  Gamble.  When  it 
comes  to  growth,  the  computer  busi- 
ness it's  not.  But  these  days,  home 
sweet  home  is  not  bad,  either.  ■ 


Yardsticks  of  management  performance 


Profitability 

Growth 

Earnings 

Return  on  equity 

Return  on  total  capital 

Sales 

per  share 

latest 

debt/ 

latest 

net 

5-year 

5-year 

12 

equity 

5-year 

5-year 

12 

profit 

5-year 

5-year 

5-year 

5-year 

Company 

rank 

average 

months 

ratio 

rank 

average 

months 

margin 

rank 

average 

rank 

average 

Appliances 

Maytag 

1 

23.7% 

27.5% 

0.1 

1 

22.1% 

23.7% 

9.5% 

5 

9.4% 

5 

6.2% 

General  Electric 

2 

20.3 

19.4 

0.1 

2 

18.3 

17.7 

7.3 

3 

9.9 

1 

12.0 

Whirlpool 

3 

17.5. 

19.3 

0.1 

3 

16.1 

18.0 

6.7 

6 

6.2 

3 

11.7 

White  Consolidated 

4 

11.7 

8.5 

0.4 

5 

8.5 

7.2 

2.3 

4 

9.4 

8 

-1.3 

Magic  Chef 

5 

10.6 

18.5 

0.4 

4 

8.9 

13.3 

3.9 

1 

20.2 

2 

11.9 

kovill 

6 

10.4 

12.9 

0.7 

6 

8.3 

9.8 

3.2 

7 

5.4 

4 

10.3 

Ulegheny  Intl 

7 

8.8 

def 

0.8 

7 

7.7 

2.9 

def 

2 

14.1 

6 

1.8 

Hoover 

8 

7.7 

12.7 

0.1 

8 

5.0 

10.2 

3.3 

9 

4.4 

7 

1.4 

Zenith  Radio 

9 

4.1 

5.9 

0.5 

9 

4.5 

5.5 

1.4 

8 

5.1 

9 

-10.3 

Singer 

10 

def 

0.1 

0.7 

10 

1.7 

3.0 

0.2 

10 

2.7 

10 

D-D 

Medians 

10.5 

12.8 

0.4 

8.4 

10.0 

3.3 

7.8 

4.0 

i cms e wares,  furnishings 

usilco 

1 

14.1% 

13.4% 

0.4 

2 

9.2% 

9.1% 

4.9% 

2 

10.9% 

3 

6.3% 

itanley  Works 

2 

13.9 

11.2 

0.2 

1 

11.8 

9.7 

4.7 

4 

10.3 

2 

9.1 

Slack  &  Decker 

3 

9.4 

9.5 

0.6 

3 

8.4 

6.6 

3.8 

3 

10.9 

4 

-2.3 

toper  Corp 

4 

9.4 

14.9 

0.5 

4 

7.2 

11.0 

2.7 

5 

3.9 

1 

9.9 

Vlohasco 

5 

1.9 

3.0 

0.4 

6 

2.8 

3.3 

1.0 

6 

1.3 

5 

-19.8 

Toro 

6 

def 

1.4 

0.6 

5 

4.8 

4.8 

0.8 

1 

13.0 

6 

P-D 

falley  Industries 

7 

def 

7.6 

0.4 

7 

1.7 

7.2 

2.6 

7 

-3.0 

6 

P-D 

Medians 

9.4 

9.5 

0.4 

7.2 

7.2 

2.7 

10.3 

-2.3 

lousekeeping  products 

American  Home  Products 

1 

33.9% 

34.7% 

0.0 

1 

33.4% 

32.4% 

12.7% 

3 

10.6% 

1 

12.5% 

'rocter  &  Gamble 

2 

19.7 

20.1 

0.2 

3 

15.4 

15.7 

7.0 

2 

11.3 

2 

11.8 

Zlorox 

3 

18.4 

23.1 

0.3 

2 

15.4 

17.3 

7.7 

6 

-2.0 

3 

9.7 

Zolgate-Palmolive 

4 

14.3 

15.2 

0.2 

4 

11.7 

12.6 

4.1 

5 

7.5 

5 

2.5 

xonomics  Laboratory 

5 

12.3 

def 

0.4 

5 

10.1 

def 

def 

1 

13.0 

6 

1.7 

■cott  Paper 

6 

10.2 

6.2 

0.3 

6 

7.8 

5.2 

4.0 

4 

9.6 

4 

6.8 

Medians 

16.4 

17.7 

0.3 

13.6 

14.2 

5.6 

10.1 

8.3 

ndustry  medians 

10.6 

12.7 

0.4 

8.5 

9.7 

3.8 

9.4 

6.2 

All-industry  medians 

15.1 

12.6 

0.4 

10.8 

8.6 

3.5 

12.4 

9.4 

Note:  Explanation  of  Yardsticks  calculations  on  page  38 
P-D:  profit  to  deficit.    D-D:  deficit  to  deficit,    def  deficit 
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In  1983  the  government  gave  grain  to  farmers 
so  they  wouldn  V plant  as  much.  That  plowed 
profits  under  for  lots  of  companies. 


Food 

processors 


By  Jeff  Blyskal 


SEVERAL  MAJOR  CHANGES  in  this 
industry  in  1983  had  their  ori- 
gins in  Washington.  Consider 
the  payment-in-kind  (PIK)  program, 
which  handed  farmers  excess  govern- 
ment grain  to  sell,  thereby  reducing 
the  incentive  to  plant.  The  idea  was  to 
reduce  stockpiles.  With  the  help  of  a 
record  drought,  the  scheme 
was  dramatically  effective. 
The  corn  crop  was  off  by 
30%,  and  wheat  output 
dropped  16%. 

This  raised  prices  accord- 
ingly and  played  havoc  with 
many  companies'  bottom 
lines.  Iowa-based  Pioneer  Hi- 
Bred  International,  Inc.  de- 
rives 82%  of  sales  and  99%  of 
profits  from  seed  corn  in  a 
normal  year.  In  the  vital  mat- 
ter of  return  on  equity,  it  fell 
from  number  one  among  ag- 
ricultural commodities  com- 
panies to  number  three.  PIK 
cut  Pioneer's  25%  ROE  for 
1982  almost  in  half. 

High  prices  for  farmers  mean  high 
raw-materials  costs  and  pinched  mar- 
gins for  grain  processors  like  Archer 
Daniels  Midland  and  A.E.  Staley 
Manufacturing  Co.  That's  a  big  rea- 
son ADM's  return  on  equity  dropped 
from  12.2%  in  1982  to  8.5%  in  1983. 
Staley 's,  meanwhile,  fell  from  12.6% 
to  a  sad  1.3%  in  the  same  period. 

Thanks  again  to  PIK  and  the  stead- 
ily rising  grain  prices  it  spawned, 
grain  merchandisers — including  pri- 
vately held  companies  not  on  our  list, 
like  Cargill  and  Continental — had 
only  a  fair  year.  "A  volatile  grain  mar- 
ket helps  the  merchandising  busi- 
ness," explains  Charles  (Mike)  Har- 
per, chairman  of  Omaha-based  Con- 
Agra. If  farmers  know  low  grain  prices 
will  be  rising,  they  hold  back  supplies. 


"Merchandisers  have  been  offering 
railcars  and  barges  to  move  grain  for 
practically  no  profit,  just  to  keep 
them  afloat  or  moving,"  says  Rodney 
Cerny,  an  analyst  at  First  Mid  Amer- 
ica in  Lincoln,  Nebr. 

Because  of  today's  high  prices, 
many  analysts  are  predicting  a  record 
corn  crop  next  summer.  Farmers'  nat- 
ural instincts  are  to  take  advantage  of 


Meatpac 
What's 


king  plant  in  Texas 

squeezing  the  meat  companies? 


a  strong  market  and  plant  as  much  as 
they  can.  This  should  benefit  seed 
companies  like  Pioneer  and  DEKALB 
AgResearch  Inc.,  as  well  as  makers  of 
agricultural  inputs — chemicals,  fertil- 
izers, herbicides.  ConAgra  has  a 
strong  position  in  those  markets.  The 
company's  chain  of  70  United  Agri 
Products  outlets  sells  farm-related 
chemicals  in  25  states.  The  company 
claims  to  have  15%  of  this  highly 
fragmented  market. 

While  food  processors  don't  expect 
a  PIK  program  for  corn  in  1984,  they 
do  expect  some  kind  of  PIK  program 
for  wheat.  Why?  PIK  came  too  late  in 
1983  to  affect  greatly  farmers  who  had 
already  borrowed  money  and  planted 
their  winter  wheat  crop.  In  1984  they 
will  have  a  second  chance. 

Down  the  food  chain,  meanwhile, 


higher  corn  and  feed  prices  are  driving 
up  the  cost  of  raising  hogs,  cattle  and 
cbicken.  But  as  the  Yardsticks  indi- 
cate, this  doesn't  affect  all  producers 
the  same  way.  Tyson  Foods,  a  major 
chicken  producer,  managed  to  top  its 
five-year  average  for  return  on  equity. 
So  did  Frederick  &  Herrud,  a  top  pork 
producer.  At  the  same  time,  most 
meatpackers  posted  results  that  were 
decidedly  below  average. 

To  understand  why,  a  les- 
son in  commodity  cycles  is 
necessary.  When  feed  prices 
are  low,  costs  decline  and 
herd  sizes  increase.  This 
sends  more  cattle  to  market, 
which  reduces  prices.  Re- 
duced prices  spark  consump- 
tion, which  in  turn  starts 
pushing  prices  back  up  as  de- 
mand equals  supply.  Farmers 
then  increase  their  herds, 
and  the  process  begins  again. 
Because  it  takes  at  least  two 
years  for  a  cow  to  grow  to 
market  size,  the  production 

  curve  is  seldom  smooth. 

Now,  for  example,  there  is  an  over- 
supply  of  red  meat  at  high  prices.  But 
the  PIK  program  is  also  driving  up 
grain  costs.  So  packers  of  fresh  meat 
are  in  a  squeeze.  "Our  costs  are  rising 
while  prices  are  dropping,"  says  lohn 
Copeland,  chairman  of  Swift  Indepen- 
dent Corp.,  whose  12-month  ROE  in 
1983  fell  16  percentage  points  from  an 
admirable  38%  in  1982.  SIPCO  enjoys 
such. high  profitability  in  part  because 
its  assets  were  spun  off  from  Esmark 
in  1981.  That  means  balance  sheet 
values  are  lower  than  those  of  most 
competitors. 

Beefpackers,  of  course,  don't  oper- 
ate in  isolation.  At  some  point  con- 
sumers get  their  fill  of  expensive 
steaks,  and  demand  shifts  to  pork  and 
chicken.  "With  enough  time,  high 
grain  prices  are  better  for  chicken 
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than  they  are  for  other  meats,"  ex- 
plains Don  Tyson,  who  runs  Arkan- 
sas-based Tyson  Foods. 
That's  because  chickens  require 
I  less  feed.  Thanks  to  breeding,  better- 
I  controlled  chicken  farming  and  com- 
i  puter-formulated  feeds,  broilers  grow 
to  a  bigger  market  weight  faster  (eight 
weeks)  than  they  did  20  years  ago. 
Result:  It  takes  only  two  pounds  of 
,  feed  to  produce  one  pound  of  chicken, 
half  the  conversion  ratio  of  the  Fifties. 
Beef  and  pork  producers  are  not  so 
i  lucky,  and  progress  is  slow  because  of 
i  longer  breeding  cycles.  Three-and-a- 
!  half  pounds  of  feed  go  into  a  pound  of 
pork  and  seven  pounds  into  a  pound  of 
good  steak  on  the  hoof.  Thus  every 
penny  rise  in  the  price  of  feed  widens 
the  cost  advantage  of  chicken  and 
pork  over  beef. 

That's  why  poultry  consumption  of 
53  pounds  per  capita  is  almost  double 
what  it  was  back  in  1960.  Beef  con- 
sumption is  up  only  24%  over  the 
t  same  period.  What  about  pork?  De- 
spite its  relative  cost  advantage  over 
i  beef,  per  capita  consumption  since 
1960  is  up  an  embarrassing  0.5%. 


food  processors 


What  with  the  vagaries  of  supply 
and  demand,  government  interven- 
tion and  the  weather,  food  processing 
can  be  a  very  difficult  business.  But 
even  in  this  environment  smart  man- 
agers can  show  their  stuff.  Look  at 
Savannah  Foods  &.  Industries,  Inc.  It  is 
a  sugar  cane  refiner — one  of  the 
toughest  of  commodity  businesses — 
and  still  manages  to  top  its  section  of 
the  Forbes  Yardsticks. 

Government  price  supports  for  U.S. 
beet  sugar  refiners,  tariffs  on  imports 
of  cane  sugar  and  a  resultant  advan- 
tage for  high-fructose  corn  syrup 
(HFCS)  are  all  threatening  Savannah's 
business.  So  how  does  the  $440  mil- 
lion-a-year  company  post  a  top-draw- 
er 26.2%  five-year  return  on  equity? 

"We're  probably  the  closest  thing  to 
a  Japanese  company  that  you  can 
find,"  says  President  William  Sprague 
Jr.,  who  works  hard  to  remain  a  low- 
cost  producer.  Savannah  also  shuns 
unions  and  keeps  its  workers  on  sala- 
ry rather  than  hourly  wage,  using  a 
substantial  employee  stock  owner- 
ship plan  as  an  added  incentive.  As  a 
result,  productivity  was  up  10%  in 


1983,  and  while  other  refiners  are 
shutting  down  facilities,  Savannah  is 
running  full  out. 

Savannah  is  also  the  dominant  sug- 
ar company  in  the  growing  Southeast. 
There  is  little  likelihood  of  competi- 
tors from  outside  the  territory  moving 
in  because,  as  in  the  cement  business, 
transportation  cost  is  critical  to  sugar. 
Shipping  it  beyond  a  certain  radius 
from  the  production  facility  is  unprof- 
itable. As  a  hedge  for  the  future, 
Sprague  is  considering  production  of 
HFCS.  Successful  companies  don't 
rest  on  their  laurels. 

What  about  the  future  of  the  rest  of 
this  industry?  Agricultural  input 
companies  should  benefit  when  farm- 
ers return  to  the  soil.  Lower  grain 
prices  in  the  latter  half  of  1984  ought 
to  help  grain  processors  and  take  pres- 
sure off  meatpackers  and  poultry  pro- 
cessors. Meatpackers,  meanwhile, 
will  get  a  boost  from  putting  labor 
costs  back  in  line.  Above  all,  busi- 
nesses that  have  been  well  managed 
in  the  past — like  Savannah,  Swift, 
Pioneer  Hi-Bred  and  ConAgra — 
should  adjust  best  to  the  future.  ■ 


Yardsticks  of  management  performance 


Profitability 
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Earnings 

Return  on  equity 

Return  on  total  capital 

Sales 

per  share 
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5-year 

5-year 

12 

equity 

5-year 

5-year 

12 

profit 

5-year 

5-year 

5-year 

5-year 

Company 

rank 

average 

months 

ratio 

rank 

average 

months 

margin 

rank 

average 

rank 

average 

Aeatpackers 

wift  Independent 

1 

28.1%tt  22.1% 

0.8 

1 

15.6%tt 

14.6% 

0.8% 

5 

7.1%$ 

die  Wild  Foods 

2 

15.8 

7.5 

0.3 

2 

12.6 

6.5 

0.7 

4 

10.0 

6 

8.7% 

'yson  Foods 

3 

15.0 

22.8 

1.5 

7 

8.6 

10.7 

2.2 

2 

18.4 

2 

10.8 

ieotge  A  Hormel 

4 

14.2 

9.9 

0.3 

3 

11.8 

6.9 

1.7 

6 

5.4 

3 

10.4 

iteyhound 

5 

14.0 

10.3 

0.4 

4 

10.2 

8.5 

3.6 

7 

2.5 

4 

9.8 

rederick  &  Herrud 

6 

13.3 

20.7 

1.0 

5 

9.3 

12.4 

0.9 

3 

12.3 

5 

9.4 

lonfort  of  Colorado 

7 

12.8 

30.6 

0.3 

6 

9.1 

20.7 

1.2 

1 

19.9 

1 

19.0 

Wilson  Foods 

8 

def 

def 

1.0 

8 

def 

def 

def 

9 

1-8* 

7 

P-D 

lath  Packing 

9 

def 

def 

1.2 

9 

def 

def 

def 

8 

1.8 

8 

D-D 

ledians 

14.0 

10.3 

0.8 

9.3 

8.5 

0.9 

7.1 

9.6 

agricultural  commodities 

26.0% 

avannah  Foods 

1 

26.2% 

35.1% 

0.2 

2 

17.2% 

25.4% 

5.5% 

7 

5.7% 

2 

ConAgra 

2 

23.9 

19.8 

0.7 

3 

16.6 

15.5 

2.1 

1 

20.3 

1 

28.7 

ioneer  Hi-Bied  Intl 

3 

23.6 

13.1 

0.1 

1 

20.5 

12.2 

8.7 

2 

15.8 

3 

15.5 

trcher  Daniels  Midland 

4 

15.6 

8.5 

0.4 

4 

12.4 

7.4 

2.5 

3 

13.6 

4 

14.4 

i  E  Staley  Mfg 

5 

15.1 

1.3 

0.5 

5 

10.7 

2.2 

0.6 

5 

13.0 

5 

7.5 

ay 

6 

13.6 

3.0 

1.9 

7 

8.3 

4.6 

0.2 

4 

13.2 

7 

6.8 

)EKALB  AgReseatch 

7 

10.2 

3.5 

0.2 

9 

7.5 

2.3 

2.4 

6 

11.0 

9 

-0.1 

inderson,  Clayton 

8 

10.0 

4.8 

0.1 

6 

9.8 

5.3 

1.9 

8 

4.9 

6 

6.9 

'entral  Soya 

9 

9.5 

8.3 

0.3 

8 

7.7 

6.9 

1.7 

9 

4.9 

8 

1.0 

ledians 

15.1 

8.3 

0.3 

10.7 

6.9 

2.1 

13.0 

7.5 

ndustry  medians 

14.1 

9.2 

0.4 

10.0 

7.2 

1.7 

10.5 

9.4 

ill-industry  medians 

15.1 

12.6 

0.4 

10.8 

8.6 

3.5 

12.4 

9.4 

Note:  Explanation  of  Yardsticks  calculations  on  page  38. 

ttThree-year  average.  ^Four-year  growth  P-D:  profit  to  deficit.  D-D:  deficit  to  deficit  def:  deficit 
**Not  available;  not  ranked. 
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In  one  of  the  stablest  of  industries,  there  s  a  good 
amount  of  housecleaning  and  diversifying 
going  on.  It's  already  paying  off  at  the  dawn  of 
what  looks  like  a  better  year. 


Branded  foods 


By  Jeff  Blyskal 


In  a  stormy  economic  sea,  here  is 
an  island  of  tranquility:  Over  the 
past  1 1  years  and  two  (or  three) 
recessions,  the  average  annual  return 
on  equity  for  22  of  the  diversified 
branded  foods  companies  listed  below 
ranged  rather  narrowly  between 
11.4%  and  14.9%.  For  specialized 
food  companies,  the  swings  in  ROE 
were  somewhat  more  dramatic,  be- 
tween 12%  and  18.4%.  One  glance 
down  the  latest  12-month  results  on 
the  industry  Profitability  Yardsticks 
shows  little  change  from  five-year 
averages  for  most  companies. 

But  there  are  exceptions.  Chairman 
William  Stiritz  of  Ralston  Purina  has 
been  pruning  the  company  decisively, 
and  it  shows:  That  23.8%  return  on 
equity  for  the  last  12  months,  aided 
only  modestly  by  stock  repurchases, 
puts  him  just  behind  the  Kellogg 


money  machine  in  profitability.  In 
contrast,  limelight-loving  Quaker 
Oats'  abrupt  drop  in  latest  12-month 
profitability  traces  to  $62.5  million  in 
writeoffs  and  losses  in  its  chemical 
and  videogame  businesses. 

Industrywide  there  are  other  devel- 
opments. What  appears  to  be  a  long- 
term  trend  that  shows  up  clearly  on 
the  Forbes  Yardsticks:  From  1976  to 
1978,  median  five-year  returns  on  eq- 
uity of  specialized  food  companies  ran 
close  to  2  points  above  those  of  diver- 
sified companies.  Since  1981,  howev- 
er, specialized  branded  food  company 
profitability  medians  have  been  run- 
ning under  those  of  diversified  food 
companies. 

Hershey  recognized  the  risks  of  spe- 
cialists several  years  ago,  which  is 
part  of  the  reason  its  results  put  it 
back  in  the  number  two  position.  In 
the  commodity  panics  of  1973,  when 
the  price  of  cocoa  beans  rose,  Hershey 


earnings  dropped  about  30%  and 
chopped  ROE  to  about  9%.  So  the 
drive  since  has  been  to  diversify  into 
other  food  areas,  like  Friendly  Ice 
Cream  restaurants  and  pasta  products 
under  the  San  Giorgio,  Delmonico, 
P&R  and  Skinner  labels. 

Kellogg,  too,  has  been  branching 
out  of  the  increasingly  competitive 
slow-growth  cereal  market.  Now 
nearly  25%  of  its  sales  are  noncereal. 
Over  the  past  decade  or  so  it  has  put 
cornflake  capital  behind  Mrs.  Smith's 
frozen  pies,  Le  Shake  and  Whitney's 
yogurts  and  Salada  brand  teas  and 
foods.  It  hasn't  been  easy  to  come  up 
with  food  products  that  are  as  lucra- 
tive as  Corn  Flakes,  Rice  Krispies  or 
Sugar  Frosted  Flakes,  although  so  far 
Kellogg  has  been  faring  remarkably 
well.  However,  an  increased  new 
product  push  at  present  would  be 
costly  and  could  temporarily  dampen 
earnings  growth. 


Branded  foods 


Yardsticks  of  management  performance 


Profitability 

Growth 

Earnings 

Return  on  equity 

Return  on  total  capital 

Sales 

per  share 

latest 

debt/ 

latest 

net 

5-year 

5-year 

12 

equity 

5-year 

5-year 

12 

profit 

5-year 

5-year 

5-year 

5-yes 

Company 

rank 

average 

months 

ratio 

rank 

average 

months 

margin 

rank 

average 

rank 

avera 

Diversified 

Esmark 

1 

25.1% 

18.5% 

0.6 

6 

14.8% 

12.3% 

3.5% 

24 

-5.5% 

2 

21.81 

ConAgra 

2 

23.9 

19.8 

0.7 

2 

16.6 

15.5 

2.1 

1 

20.3 

1 

28.7 

Dean  Foods 

3 

23.0 

22.3 

0.4 

1 

16.8 

17.5 

2.5 

6 

16.1 

■  3 

21.2) 

General  Mills 

4 

19.4 

20.8 

0.4 

4 

15.0 

16.1 

4.6 

10 

12.5 

7 

14.01 

H  I  Heinz 

5 

19.1 

20.6 

0.3 

5 

14.9 

16.3 

5.9 

9 

12.8 

4' 

16.8 

CPC  International 

6 

18.9 

16.1 

0.2 

3 

15.2 

13.1 

5.3 

16 

7.5 

10 

11.2 

Nabisco  Brands 

7 

18.9 

18.5 

0.3 

7 

13.7 

13.5 

5.6 

17 

7.5 

9 

12.7 

Curtice-Burns 

8 

18.2 

19.2 

2.4 

19 

8.8 

8.0 

1.6 

3 

18.3 

11 

10.4 

Consolidated  Foods 

9 

17.5 

18.6 

0.3 

11 

12.5 

13.0 

2.6 

7 

15.2 

5 

14.91 

Pillsbury 

10 

17.2 

16.0 

0.6 

14 

11.4 

11.2 

3.9 

4 

18.3 

8 

13.0 

Note:  Explanation  of  Yardsticks  calculations  on  page  38 
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Back  over  in  the  diversified  cate- 
gory, national  brands  like  a  Campbell 
soup,  a  bottle  of  Heinz  ketchup  or  a 
Kraft  Velveeta  cheese  loaf  have  a 
reputation  for  quality,  compared  to 
similar  products,  that  protects  them 
against  price  competition  even  in  a 
downturn.  "Through  the  recession, 
higher-end  and  quality  branded  prod- 
ucts held  up  much  better  than  com- 

:  modity-type  items,"  says  fames  Dutt, 
chairman  of  Chicago's  Beatrice  Foods, 

'  who  is  leading  a  new  marketing  push 
after  some  major  housecleaning.  Be- 
atrice's 2-point  gain  in  return  on  equi- 
ty in  the  latest  12  months  puts  it 

i  neck-and-neck  with  the  Campbell 
Soup  Co. 

f     Esmark,  the  $3.3  billion  conglomer- 
[!  ate,  43%  of  whose  sales  come  from 
such  foods  as  Butterball  turkeys,  Sizz- 
lean  breakfast  strips  and  Peter  Pan 
peanut  butter,  finds  itself  at  the  top  of 


our  ranking  for  slightly  artificial  rea- 
sons. In  1980  Esmark  sold  its  entire 
energy  segment,  consisting  primarily 
of  Vickers  Petroleum  and  Vickers  En- 
ergy, for  a  nonrecurring  gain  of  $562 
million. 

If  that  extraordinary  item  were  tak- 
en out  of  the  results,  Esmark's  five- 
year  average  ROE  would  be  more  like 
14.5%,  ranking  it  below  the  median 
in  the  number  16  spot. 

Such  an  adjustment  would  put 
ConAgra  rightfully  in  the  top  spot 
with  Dean  Foods.  Both  are  the  indus- 
try standouts  by  a  considerable  mar- 
gin, in  part  because  they  have  plenty 
of  strong  regional  brands  and  some 
newer  national  brands.  ConAgra  has 
gone  for  market  share  through  acqui- 
sition, becoming  an  industry  leader  in 
flour  milling,  poultry  processing,  re- 
tail frozen  foods  with  Banquet  Foods, 
shrimp  processing  and  the  growing 


catfish  aquaculture  market.  ConAgra, 
however,  now  has  quite  a  mouthful 
with  its  latest  acquisition,  for  which 
it  paid  $166  million,  of  Armour  Foods' 
beef  and  pork  processing  facilities 
from  Greyhound. 

Dean  Foods  has  been  equally  ac- 
quisitive in  the  dairy  area,  always  pay- 
ing close  attention  to  such  things  as 
dropping  customers  who  don't  pay  a 
decent  price  or  who  pay  bills  late, 
dropping  unprofitable  product  lines 
like  its  herring  business,  trimming  la- 
bor and  pushing  higher-profit  items 
like  yogurt,  where  margins  run  to  5%, 
vs.  just  2%  on  milk.  Annual  per  capita 
U.S.  yogurt  consumption  has  tripled 
since  1970  to  2.7  pounds  in  1982. 

Dean  CEO  Kenneth  J.  Douglas  has 
also  been  lobbying  Washington  to  re- 
duce price  supports  resulting  from 
government  purchases  of  powdered 
milk,  cheese  and  butter  at  prices  that 


Branded  foods 

Yardsticks  of  management  performance 


Profitability 

Growth 

Earnings 

Return  on  equity 

Return  on  total  capital 

Sales 

per  share 

latest 

debt/ 

latest 

net 

5-year 

5-year 

12 

equity 

5-year 

5-year 

12 

profit 

5-year 

5-year 

5-year 

5-year 

Company 

rank 

average 

months 

ratio 

rank 

average 

months 

margin 

rank 

average 

rank 

average 

General  Foods 

11 

16.5% 

15.8% 

0.4 

8 

13.2% 

11.6% 

3.5% 

13 

10.0% 

12 

9.1% 

Jniversal  Foods 

12 

16.3 

19.6 

0.5 

10 

12.6 

13.9 

3.9 

2 

.  18.4 

17 

6.5 

Zampbell  Soup 

13 

15.0 

15.3 

0.2 

9 

12.9 

12.6 

5.0 

12 

10.6 

16 

7.7 

)art  &  Kraft 

14 

14.9 

15.6 

0.2 

12 

12.4 

13.0 

4.5 

15 

7.9 

14 

7.8 

lalston  Purina 

15 

14.8 

23.8 

0.4 

15 

10.9 

16.9 

5.3 

19 

7.0 

18 

5.7 

ntl  Multifoods 

16 

14.7 

15.2 

0.4 

16 

10.9 

11.3 

3.1 

21 

5.2 

15 

7.7 

leatrice  Foods 

17 

13.1 

15.3 

0.4 

17 

10.6 

11.8 

3.5 

14 

9.8 

19 

3.3 

lorden 

18 

12.8 

13.3 

0.3 

18 

9.5 

9.9 

4.3 

22 

4.6 

13 

8.3 

'ederal  Co 

19 

12.8 

12.8 

0.2 

13 

11.5 

11.6 

2.2 

8 

13.5 

21 

2.3 

C  Industries 

20 

8.3 

4.6 

0.8 

21 

5.5 

4.2 

1.6 

5 

16.5 

20 

3.1 

)i  Giorgio 

21 

8.0 

5.4 

1.0 

20 

6.2 

4.8 

0.7 

20 

5.9 

6 

14.3 

Zastle  &  Cooke 

22 

5.5 

2.8 

0.4 

22 

5.4 

3.9 

1.1 

11 

12.4 

22 

-12.8 

Cane-Miller 

23 

2.3 

def 

0.7 

23 

3.3 

def 

def 

23 

-3.5 

23 

-21.9 

Jnited  Brands 

24 

def 

def 

0.7 

24 

def 

def 

def 

18 

7.3 

24 

P-D 

radians 

15.7 

15.9 

0.4 

12.0 

12.1 

3.5 

10.3 

8.7 

Specialized 

Cellogg 

1 

27.7% 

27.6% 

0.0 

1 

23.6% 

25.2% 

10.4% 

7 

10.1% 

5 

11.5% 

lershey  Foods 

2 

19.5 

17.6 

0.3 

3 

14.6 

12.9 

5.6 

1 

18.3 

2 

13.7 

'lowers  Industries 

3 

19.0 

18.9 

0.4 

6 

12.9 

13.3 

3.7 

2 

15.3 

3 

12.9 

tarnation 

4 

18.0 

17.6 

0.1 

2 

15.0 

15.1 

5.7 

9 

7.9 

6 

11.3 

ilcCormick 

5 

15.7 

16.1 

0.4 

7 

12.6 

13.3 

4.1 

3 

15.3 

7 

11.0 

ierber  Products 

6 

15.6 

15.8 

0.3 

5 

14.0 

13.2 

6.0 

6 

10.6 

8 

8.8 

)uaker  Oats 

7 

15.5 

9.5 

0.2 

8 

11.3 

7.4 

2.3 

5 

11.2 

4 

12.2 

Vm  Wrigley  Jr 

8 

15.0 

16.0 

0.0 

4 

14.5 

15.5 

6.8 

8 

9.2 

9 

4.5 

Unstar 

9 

12.8 

7.8 

0.1 

9 

9.7 

6.5 

2.4 

12 

3.9 

10 

3.1 

terkshire  Hathaway 

10 

9.4 

7.7 

0.2 

10 

9.4 

8.0 

11.9 

4 

13.2 

1 

25.0 

Uner  Maize-Products 

11 

8.3 

3.2 

0.5 

11 

6.8 

3.8 

1.1 

10 

7.7 

11 

-2.6 

nterstate  Bakeries 

12 

def 

def 

1.7 

12 

1.1 

def 

def 

11 

6. It 

12 

P-D 

American  Bakeries 

13 

def 

def 

0.7 

13 

def 

def 

def 

13 

3.1 

12 

P-D 

Medians 

15.5 

15.8 

0.3 

12.6 

12.9 

4.1 

10.1 

11.0 

industry  medians 

15.5 

15.8 

0.4 

12.4 

12.3 

3.5 

10.1 

9.1 

Ill-industry  medians 

15.1 

12.6 

0.4 

10.8 

8.6 

3.5 

12.4 

9.4 

Note:  Explanation  of  Yardsticks  calculations  on  page  38. 
^Four-year  growth.    P-D:  profit  to  deficit,    def:  deficit 
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Tennessee 
Works. 


Two  centuries  ago  Tennes- 
seans  worked  hard  to  carve  a 
life  out  of  some  pretty  tough 
wilderness.  We've  been  work- 
ing hard  ever  since,  thanks  to 
a  frontier  work  ethic  that's 
alive  and  well  and  still  setting 
productivity  records.  And  still 
making  inroads,  with  pro- 
grams like  the  state-funded 
Industrial  Training  Service 
which  trains  Tennesseans  for 
specialized  industry  needs. 
Why  does  Tennessee  invest 
that  kind  of  time  and  money  in 
attracting  and  keeping  new 
business?  Because  when  you 
get  down  to  brass  tacks,  we're 
still  a  hard-working  people 
looking  for  new  frontiers  that 
just  need  a  little  hard  work  to 
conguer.  For  more  informa- 
tion, call  or  write  Mike  DuBois, 
Tennessee  Department  of  Eco- 
nomic and  Community  Devel- 
opment, Andrew  Jackson 
Bldg.,  Box  718,  Nashville,  TN 
37219.  1-800-251-8594. 

Tennessee 

We  get  down  to  Brass  Tacks. 


have    almost  doubled 
since  1974.  Per  capita 
consumption  of  milk  in 
ta^^^fl      the  U.S.   has  declined 

■  .  JM  12%  since  1970,  and 
Douglas  blames  excessively  high 
prices,  along  with  increased  competi- 
tion in  the  beverage  market. 

The  Reagan  Administration  has 
been  holding  the  line  on  supports,  but 
Congress  late  in  1983  refused  to  cut 
support  prices  and  thereby  eliminate 
a  growing  surplus  of  powdered  milk, 
butter  and  cheese.  Instead,  in  addition 
to  buying  surplus  milk,  the  govern- 
ment will  for  the  first  time  pay  dairy 
farmers  not  to  produce. 

In  general,  however,  there  won't  be 
much  inflationary  pressure  from 
branded  foods.  Says  Art  Schulze,  ex- 
ecutive vice  president  for  General 
Mills'  grocery  division:  "You  won't 
see  serious  food  inflation.  Increases 
should  be  somewhere  in  the  area  of 
3%  to  6%." 

One  exception  could  be  grain-based 
products  like  cereal  and  bread  because 
of  tight  corn  supplies  and  a  likely  ex- 
tension of  the  payment-in-kind  pro- 
gram (see  p.  206)  for  wheat.  For  that 
reason  big  grain  users  like  Kellogg, 
Quaker  Oats,  Flowers  Industries, 
American  Bakeries  and  Interstate 
Bakeries  could  come  under  some  cost 


pressures. 

But  premium,  quality  and  conve- 
nience foods  should  benefit  from  an 
expected  rise  in  discretionary  income. 
So  at  Kellogg,  grain  pressures  will 
likely  be  offset  by  frozen  dessert 
gains.  Frozen  food  areas  like  Con- 
Agra's  Banquet  and  Armour  Dinner 
Classics  entrees,  Campbell's  Swanson 
and  Mrs.  Paul's  divisions,  General 
Foods'  Birds  Eye,  and  General  Mills' 
Gorton's  seafoods  should  do  well.  Pre- 
mium products  like  Kellogg's  Whit- 
ney's yogurt,  Beatrice  Foods'  Tropi- 
cana  orange  juice  and  General  Foods' 
recently  acquired  Entenmann's  baked 
goods  should  also  benefit  from  the 
recovery. 

Orange  juice  and  yogurt  seem  to  be 
two  especially  hot  areas  with  plenty 
of  potential  for  growth.  "Orange  juice 
was  always  a  growth  area,"  says  Be- 
atrice's Dutt,  "but  Procter  &  Gam- 
ble's [Citrus  Hill]  entry  signals  that  it 
was  an  undermarketed  area."  As  for 
yogurt,  producers  see  evidence  of 
growth  potential  based  on  consump- 
tion patterns  in  other  countries. 
While  U.S.  consumers  eat  only  2.7 
pounds  a  year,  per  capita,  of  the  stuff, 
"European  per  capita  consumption  is 
10  to  20  times  that,"  says  General 
Mills'  Schulze.  "I  think  demand 
should  grow."  ■ 


Branded  good';  on  their  bard-won  shelf  space 

"The  higher-end  brands  held  up  much  better  than  commodity -type  items. 


210 


FORBES,  JANUARY  2,  1984 


The  top  two  slots  in  both  the  beer  and  soft  drink 
industries  hat  ^e  been  a  given  for  years.  The  action 
is  in  the  battle  for  number  three. 


Beverages 


By  Laura  R.  Walbert 

Back  in  1981  Forbes  asked  Rus- 
sell Cleary,  chairman  of  acqui- 
sition-minded G.  Heileman 
Brewing  Co.,  if  he  thought  Heileman, 
then  number  six  in  industry  sales, 
would  ever  overtake  Anheuser-Busch 
and  Miller.  "I  don't  think  that's  our 
objective,"  Cleary  replied  quickly.  "I 
would  rather  be  number  three  in  sales 
with  the  highest  return  on  equity  and 
best  earnings  growth  in  the  industry." 

Well  said.  Cleary  is  closing  in  on  his 
sales  target,  helped  by  the  acquisition 
last  March  of  six  Pabst/Olympia 
brands  that  already  account  for  15% 
of  Heileman's  shipments.  Last  year 
Heileman's  $1.1  billion  in  sales  made 
it  the  nation's  fourth-largest  brewer. 
More  important,  the  company  also 
held  its  top  spot  on  the  Forbes  Profit- 
ability Yardsticks  for  the  fifth  year  in 
a  row,  with  a  five-year  average  return 
on  equity  of  31.7%,  dipping  only 
slightly  to  28.7%  in  the  latest  12 
months. 

Heileman's  strategy  to  date  has 
been  not  unlike  Yardsticks-topping 
food  companies  Dean  and  ConAgra 
(see  p.  208),  which  have  concentrated 
on  strong  regional  brands.  But  now 
Heileman  is  planning  to  expand  some 
of  its  regional  brands  into  the  South, 
using  the  new  Pabst/Olympia  plants 
in  Texas  and  Georgia.  Whether  Heile- 
man, which  is  leveraged  relatively 
highly,  can  do  that  without  cost  to  its 
profitability  ranking  will  be  the  acid 
test  for  Russ  Cleary. 

Nationwide  beer  consumption  is  as 
flat  as  yesterday's  Bud,  partly  because 
of  the  recession  but,  more  important, 
because  the  population  has  grown 
older  and  more  health-conscious.  De- 
spite a  hot  summer,  beer  consump- 
tion grew  only  about  1%  last  year, 
compared  with  the  usual  prerecession 
3%  or  4%. 


It  is  the  same  story  elsewhere  in  the 
beverage  industry.  Wine  consump- 
tion, which  had  been  growing  at  an 
annual  rate  of  6%  since  the  mid- 
1970s,  has  slowed  to  about  3%,  with 
domestic  wines  suffering  particularly 
large  losses  as  the  consumer  drank 
imported  wines  made  cheap  by  the 
strong  dollar.  Consumption  of  dis- 
tilled liquor  has  been  declining  stead- 
ily every  year  for  nearly  a  decade  on  a 
per-adult  basis. 

Even  soft  drink  consumption  has 
leveled  off.  It  had  been  growing  at  a 


Meister  Brau  beer  from  Miller  Brewing 
Forced  to  resurrect  the  cheap  brew. 


6%  to  7%  average  annual  rate  through 
the  1970s,  but  has  dropped  to  4%,  as 
the  number  of  teenage  consumers  has 
dropped. 

For  the  industry  leaders,  of  course, 
this  is,  next  to  drug  smuggling,  still 
one  of  the  most  profitable  lines  of 
work  in  the  U.S.  But  it  ain't  what  it 
used  to  be.  The  beverage  producers' 
performance  in  return  on  equity  was 
well  below  1982's  18%  and  1981's 
18.9%  median  results. 

So  it's  now  a  zero-sum  game,  like  a 
poker  game,  where  every  winner  cre- 
ates a  loser.  Making  matters  worse  is 
the  domination  of  both  the  beer  and 
soft  drink  markets  by  not  one  but  two 
strong  leaders.  Anheuser-Busch  and 
Miller  Brewing  together  own  55%  of 
the  nation's  beer  sales,  while  Coke 


and  Pepsi  combined  sell  64%  of  the 
soft  drinks.  That  leaves  the  rest  of  the 
industry,  as  Heileman's  Cleary  testi- 
fies, battling  for  number  three,  and 
survival. 

That  battle  has  been  particularly 
fierce  for  brewers.  The  recent  rash  of 
takeovers  seems  to  have  subsided  for 
the  moment  as  privately  held  Stroh 
secured  the  number-three  spot  with 
the  twin  acquisitions  of  F&M 
Schaefer  and  Jos.  Schlitz  Brewing, 
while  Heileman  moved  into  fourth 
position  with  the  Pabst  acquisition. 
That  left  Adolph  Coors  as  number 
five  and  the  new  Pabst  in  the  number- 
six  slot. 

But  a  new  battle  is  about  to  be 
fought  for  control  of  the  southeastern 
states,  where  a  still  expanding  popula- 
tion and  a  warm  climate  have  created 
one  of  the  few  growing  markets  for 
beer.  Colorado-based  Coors,  stuck  in 
an  earnings  slide  since  1979,  invaded 
the  Southeast  last  year  and  enjoyed  a 
25%  increase  in  sales  for  the  first  half 
of  the  year  alone  (Forbes,  Oct.  24, 
1983).  That  was  enough  to  give  it  the 
only  profitability  uptick  in  the  latest 
12-month  figures  for  the  alcoholic 
beverages  group.  Now  Heileman, 
brewer  of  Old  Style,  Blatz  and  Rainier, 
to  name  a  few,  is  about  to  launch  its 
own  attack  on  the  southern  states, 
using  its  newly  acquired  breweries  in 
San  Antonio  and  Perry,  Ga.  Says 
Cleary,  "We  have  very  good  market 
share  in  most  of  the  midwestern  and 
northwestern  states — 23%  on  average 
in  our  ten  largest  states.  But  we  have  a 
2%  market  share  in  the  Sunbelt 
states,  so  there's  great  potential  for 
our  brands  in  those  markets." 

Don't  expect  the  top  two  brewers  to 
take  this  sitting  down.  Philip  Morris- 
owned  Miller,  brewer  of  Miller  High 
Life,  Lowenbrau  and  Lite,  encoun- 
tered weak  sales  of  premium-priced 
Miller  High  Life.  Meanwhile  sales  of 
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competing  popular- 
priced  beers  rose  as 
brewers  increased  distri- 
bution and  some  reces- 
sion-stricken drinkers 
traded  down  from  more  expensive 
beers.  Jerry  Steinman,  industry  fol- 
lower, estimates  Stroh's  Old  Milwau- 
kee was  up  15%,  its  Schaefer  was  up 
50%  and  Heileman's  Carling  Black 
Label  up  nearly  50% .  Still  witbout  an 
entry  in  the  popular-price  segment 
even  though  it  accounts  for  21%  of 
the  beer  market,  Miller  dusted  off  its 
old  regional  Meister  Brau  brand, 
shelved  since  the  mid-1970s.  It  was  a 
less  than  impressive  response  from 
mighty  marketer  Philip  Morris. 

Competition  was  no  less  fierce  last 
year  in  soft  drinks,  especially  in  the 
segment  of  the  market  inhabited  by 
teenagers.  Seven-Up,  despite  recent 
gains  in  market  share,  has  yet  to  turn 
in  an  operating  profit  since  Philip 
Morris  bought  it  in  1978.  Royal 
Crown  has  had  its  earnings-per-share 
growth  stunted  to  a  five-year  average 
of  4.6%  as  the  Big  Two  rushed  to  copy 
its  highly  successful  decaffeinated 
and  sugarless  RC  100,  and  lowered  the 
price  umbrella  elsewhere.  That  price 
competition  was  the  coup  de  grace  for 
struggling  Dr  Pepper,  as  the  latest  12- 


month  figures  demonstrate.  Although 
the  shrewd  1982  acquisition  of  Cana- 
da Dry,  which  gave  it  needed  distribu- 
tion, was  beginning  to  pay  off,  a  sag- 
ging Texas  economy  and  price  wars 
caused  Dr  Pepper  to  throw  in  the  tow- 
el and  consider  takeover  offers  from 
Forstmann  Little  and  Hawaiian  Cas- 
tle &.  Cooke. 

Meanwhile,  the  bottlers  are  having 
their  own  troubles.  It  continues  to  be 
true  that  for  the  bigger  operations, 
like  General  Cinema,  Allegbeny  Bev- 
erage and  MEI,  all  of  which  rank  in 
the  top  three  slots  in  the  industry 
Profitability  Yardsticks,  bottling  is 
still  a  license  to  coin  money.  (General 
Cinema's  phenomenal  12-month  fig- 
ures, let  the  record  show,  are  mostly 
because  of  earnings  from  its  RJ.  Reyn- 
olds holdings  and  its  sale  of  a  Miami 
TV  station.) 

But  smaller  bottlers  are  suffering 
cost  increases  as  new  diet,  no-caffeine 
and  even  no-salt  products  require  a 
greater  variety  of  packaging. 

Aspartame,  the  newly  approved 
low-calorie  sweetener,  is  one  bright 
spot  for  the  beverage  industry.  Diet 
soft  drink  sales,  which  are  already 
20%  of  the  soft  drink  business  and 
growing  at  10%  to  12%  a  year,  are 
expected  to  grow  even  faster,  as  aspar- 


tame eliminates  that  unpleasant 
aftertaste  from  diet  soda. 

Total  beverage  industry  demand 
will  also  pick  up  as  the  recovery  con- 
tinues and  strengthens.  But  the  war 
will  continue.  "There's  no  question 
that  some  brands  are  going  to  fall  by 
the  wayside,"  says  Brian  Dyson,  presi- 
dent of  Coca-Cola  U.S.A.  "There's 
just  not  enough  room  on  store  shelves 
for  all  the  different  brands.  But  those 
companies  that  shrewdly  execute 
their  marketing  strategy,  sustain  their 
products  from  plant  to  grocers' 
shelves,  and  support  a  strong  distribu- 
tion system  will  survive." 

That  may  spell  opportunity  for  the 
new  Seagram  brand  mixers,  created 
by  the  Coca-Cola  Bottling  Co.  of  New 
York.  First  test-marketed  in  late  1982, 
the  mixers,  including  tonic  water, 
club  soda,  seltzer  and  ginger  ale,  are 
already  the  number  two  brand  of  mix- 
er in  New  York,  says  Jerome  Will, 
head  of  the  project  for  Coca-Cola  of 
New  York.  And  it  will  take  Seagram 
mixers  nationwide  using  not  only  the 
strong  Coke  distribution  network, 
but  bottlers  of  any  noncompeting  soft 
drink,  including  Pepsi,  RC  Cola,  7UP. 
But  for  mom  and  pop  it  looks  like 
time  to  cash  in  the  chips  and  sell  out 
to  the  highest  bidder.  ■ 


Beverages 

Yardsticks  of  management  performance 

Profitability 

Growth 

Return  on  equity 

Return  on  total  capital 

Sales 

Earnings 
per  share 

Company 

latest 
5-year     5-year  12 
rank       average  months 

debt/ 

equity 

ratio 

latest 
5-year      5-year  12 
rank       average  months 

net 

profit 

margin 

5-year  5-year 
rank  average 

5-year  5-yea 
rank  averal 

Alcoholic  beverages 

G  Heileman  Brewing 
Brown-Forman  Dist 
Anheuser-Busch  Cos 
Seagram 

National  Distillers 
Adolph  Coors 
Pabst  Brewing 

1  31.7%  28.7% 

2  22.9  21.6 

3  20.0  18.7 

4  13.5  8.7 

5  9.8  4.4 

6  9.0  10.8 

0.8 
0.1 
0.4 
0.3 
0.2 
0.0 

1  21.9%  14.5% 

2  17.8  18.5 

3  11.7  11.2 

4  10.0  7.3 
6           8.1  4.5 

5  8.2  9.6 

5.1% 
10.3 
5.9 
9.6 
2.3 
8.0 

1  29.2% 

3  15.0 

2  18.7 
6  4.1 
5  6.3 

4  10.2 

1  29.4° 
'    2  25.6 

3  21.7 

4  21.6 
6  -2.4 

5  0.9 

Medians 

16.8  14.8 

0.3 

10.9  10.4 

7.0 

12.6 

21.7 

Soft  drinks 

General  Cinema 
Allegheny  Beverage 
MEI 

Coca-Cola 

1  29.2%  54.3% 

2  29.0  35.3 

3  28.5  27.1 

4  22.2  19.9 

1.6 
3.8 
0.9 
0.2 

4  15.8%  22.0% 

5  14.0  10.2 
3          17.2  15.4 
1          20.2  16.4 

10.1% 
2.1 
6.3 
8.2 

6  14.2% 
2  27.5 

1  27.8 

7  12.8 

2  24.61 

3  23.9 
1  27.5 
5  9.9 

Dr  Pepper 
PepsiCo 

Wometco  Enterprises 
Royal  Crown  Cos 

5  19.2  5.9 

6  18.3  14.7 

7  15.7  14.3 

8  14.3  14.1 

0.8 
0.5 
0.8 
0.5 

2          19.9  6.8 

6  13.2  10.4 

7  10.6  8.9 

8  10.6  10.7 

1.8 
3.2 
5.6 
3.4 

3  17.5 

4  17.3 

5  16.0 
8  8.6 

8  3.5 

6  8.7 
4  10.9 

7  4.6 

Medians 

20.7  17.3 

0.8 

14.9  10.6 

4.5 

16.7 

10.4 

Industry  medians 

19.6  16.7 

0.5 

13.6  10.6 

5.8 

15.5 

16.3 

All-industry  medians 

15.1  12.6 

0.4 

10.8  8.6 

3.5 

12.4 

9.4 

Note:  Explanation  of  Yardsticks  calculations  on  page  38. 
"Not  available;  not  ranked. 
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The  end  of  cost-plus  reimbursement  is.  going  to 
stand  this  booming  industry  on  its  ear — but  not 
in  quite  the  way  you  might  expect. 


Health  care 


By  Anne  Bagamery 


P>  ICTURE  AN  INDUSTRY  that  has 
*  grown  to  gargantuan  size  in 
two  decades  on  cost-plus  sales 
and  the  heavy  leverage  they  allow. 
Now  gradually  take  away  cost-plus  by 
act  of  Congress.  What  do  you  get? 
Moans,  groans  and  screams  of  pain? 
No,  cheering. 

That's  a  thumbnail  sketch  of 
what's  going  on  in  the  $300  billion 
health  care  industry  these 
days.  The  four  largest  hos- 
pital management  compa- 
nies— Hospital  Corp.  of 
America,  Humana,  Amer- 
ican Medical  Internation- 
al and  National  Medical 
Enterprises — each  boast 
over  $1  billion  in  sales, 
better  than  25%  a  year 
sales  and  earnings  growth, 
above-average  profitabil- 
ity and  huge  debt  loads. 
Their  spectacular  track 
records  were  made  possi- 
ble by  that  remnant  of  the 
Great  Society,  liberal 
health  insurance. 

With  health  care  costs 
now  eating  up  10.5%  of 
the  gross  national  prod- 
uct, Congress  stepped  in 
with  new  Social  Security 
legislation  that  took  effect 

in  October  and  changed   

the  Medicare-Medicaid  reimburse- 
ment guidelines  from  a  percentage  of 
costs  incurred  to  a  fixed  amount  per 
procedure.  That,  of  course,  neatly 
shifts  the  onus  for  cost  control  to  the 
hospitals. 

Meanwhile,  corporations  and  other 
group  buyers  of  health  insurance  are 
instituting  their  own  cost  controls,  in 
the  form  of  preferred-provider  con- 
tracts— group  plans  that  authorize 
full  payment  for  health  care  only  to 


certain  low-cost  providers. 

Are  the  for-profit  hospitals  ready  for 
this?  "Very  few  health  care  compa- 
nies can  tell  you  now  what  it  costs  to 
deliver  specific  services,"  says  Rich- 
ard Earner,  chairman  of  $2.1  billion 
(sales)  National  Medical  Enterprises, 
the  fourth-largest  publicly  owned 
hospital  chain.  "That  will  have  to 
change." 

So  why  aren't  Earner  and  his  breth- 
ren at  the  other  hospital-management 


T 
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Houston-area  MediClinic 

For  hospitals,  the  biggest  change  since  Lister. 


giants  screaming  for  relief?  After  all, 
everyone  knows  what  havoc  deregula- 
tion has  wrought  on  the  equally  lever- 
aged-to-the-hilt  airlines.  Why,  in- 
stead, does  Humana  Chairman  David 
Jones  think  1984  will  be  "the  most 
exciting  year  in  our  short  history"? 

The  answer  is  simple:  The  big 
chains  like  Humana  are  convinced 
they  are  already  the  low-cost  provider 
by  a  wide  margin  in  the  areas  they 
serve  because  of  efficient  manage- 


ment of  their  greater  economies  of 
scale  (Forbes,  Sept.  26,  1983)-  Besides, 
to  the  extent  that  changes  have  to  be 
made,  the  for-profit  hospital  chains 
feel  they  will  have  plenty  of  time  to 
make  them.  Price  deregulation  is 
coming  gradually.  This  year  25%  of 
Medicare-Medicaid  payments  will  be 
reimbursed  on  the  new  system  by  di- 
agnosis-related groups  (or  DRGs), 
with  25%  added  each  year  until  1987. 
What  does  the  phasing  out  of  cost- 
plus  reimbursement  im- 
ply for  companies  in  hos- 
pital supply — the  compa- 
nies that  make  everything 
from  CAT  scanners  to 
bandages,  and  sometimes 
take  out  the  laundry?  It 
implies  that  there  will  be 
severe  price  competition 
on  traditional  products 
where  there  are  several 
suppliers,  and  sharply  im- 
proved opportunities  for 
newer  products  that  can 
save  time  and  money. 

Short  term  at  least, 
that's  more  bad  news  for 
the  older  subsidiaries  of 
Johnson  &  Johnson,  still 
hurting  from  the  Tylenol 
tampering  and  the  Zomax 
recall,  although  new  phar- 
maceutical and  high-tech 
medical   devices  should 

  offset  that  in  time.  It's 

also  more  bad  news  for  ailing  Becton 
Dickinson,  which  fell  sharply  on  the 
industry  Profitability  Yardsticks  dur- 
ing the  latest  12  months  because  of 
heavy  writeoffs  of  failing  high-tech 
new  products. 

On  the  other  hand,  it's  bound  to  be 
good  news  for  booming  Baxter  Tra- 
venol,  which  had  the  foresight  to 
launch  a  hospital  cost-identification 
consulting  service  that  probably  will 
push  BT's  extensive  outpatient  home- 
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care  delivery  system, 
which  is  often  cheaper 
than  m-hospital  care. 
That,  of  course,  was  a 
natural  outgrowth  of 
BT's  portable  dialysis  machines  that 
are  increasingly  replacing  its  costly 
kidney  dialysis  equipment.  It's  a  clas- 
sic example  of  virtue  rewarded:  Be- 
cause Baxter  has  done  the  research 
and  made  the  necessary  investments 
in  its  core  businesses,  it  gets  a  rejuve- 
nating approach  to  its  market  almost 
automatically. 

Whether  the  end  of  fixed-cost  reim- 
bursement will  be  good  for  the  lower- 
technology  suppliers  will  largely  de- 
pend on  how  efficient  their  distribu- 
tion systems  are.  Yardsticks-topping 
ServiceMaster,  the  king  of  hospital 
maintenance,  probably  has  little  to 
worry  about.  But  outfits  like  Ameri- 
can Hospital  Supply  and  Abbott  Labo- 
ratories may  well  find  increasing 
competition  from  the  pharmaceutical 
companies,  which  have  already  start- 
ed invading  this  territory  (see  Drugs,  p. 
215).  Certainly  there  will  be  plenty  of 
opportunity  ahead  for  the  smaller 
hospital-management  chains — the 
Universal  Healths  and  Charter  Medi- 
cals— that  are  trying  to  grow  through 
acquisition  of  small,  foundering  com- 
munity hospitals.  That  foundering  is 
likely  to  pick  up  in  volume,  and  with 
it  the  acquisition  opportunities.  With 
some  15%  of  the  nation's  6,000  facili- 


ties owned  by  chains,  there  is  no  lack 
of  candidates.  "The  challenge,"  pre- 
dicts National  Medical's  Earner,  "is 
for  the  smaller  chains  to  convince 
hospital  boards  that  they  have  the 
money  and  experience  to  manage 
their  acquisitions.  As  the  chains 
grow,  however,  they  should  have  lit- 
tle trouble." 

If  all  this  bottom-line  analysis 
sounds  bloodless,  you  are  thinking 
like  a  doctor.  The  New  England  Jour- 
nal of  Medicine's  Dr.  Arnold  Relman, 
in  an  acerbic  exchange  with  HCA 
Chairman  Donald  S.  MacNaughton 
on  the  Public  Broadcasting  System's 
MacNeil/Lehrer  News/lour,  maintained 
that  doctors  should  not  be  hampered 
by  bottom-line  concerns  while  they 
are  deciding  how  to  manage  patient 
health.  MacNaughton 's  response:  Pa- 
tients are  increasingly  managing  their 
own  health.  Besides,  he  said,  the  last 
thing  the  health  care  community 
needs  is  continued  estrangement 
from  the  world  of  cost  responsibility. 

Many  think  Washington  may  put 
another  cloud  on  the  horizon:  As  the 
for-profits  grow  and,  inevitably,  put 
some  of  the  not-for-profits  out  of  busi- 
ness, protests  are  to  be  expected  from 
politicians  seeking  to  protect  jobs  in 
their  home  states. 

"There  will  be  a  lot  of  bitching,  but 
I  think  eventually  everyone  will  learn 
to  live  with  it,"  says  National  Medi- 
cal's Earner.  "The  question  is,  will 


Congress  give  us  enough  time  to  as- 
similate the  changes?"  Adds  Hu- 
mana's  Jones,  "It's  better  to  serve  two 
patients  than  one.  If  you  have  to  close 
down  an  old  hospital  to  accomplish 
that,  so  be  it." 

Another  near-term  concern  is  what 
the  growth  of  preferred-provider  orga- 
nizations, or  PPOs,  will  do  to  hospital 
occupancy  rates.  In  general,  a  shift  in 
the  way  health  care  is  delivered  penal- 
izes acute-care  hospitals.  This  hap- 
pened in  1983  as  freestanding  surgery 
and  general  care  centers  (docs-in-the- 
box)  took  root.  PPOs,  which  by  defini- 
tion look  for  the  lowest-cost  means  of 
delivering  health  care,  can  be  counted 
on  to  steer  subscribers  away  from 
high-overhead  facilities  and  into  new- 
fangled providers  like  the  Surgicares 
and  MediClinics.  But  heads  of  hospi- 
tal management  firms  aren't  losing 
much  sleep  over  it.  "Occupancy  rates 
generally  rise  late  in  a  recovery,"  says 
AMI's  Chairman  Royce  Diener. 
"Whatever  slip  occurs  will  be  more 
than  made  up  for." 

Say  this  for  the  heads  of  the  big 
hospital  chains:  They  are  looking  at 
1984  with  high  spirits.  Says  National 
Medical's  Earner:  "This  is  just  an- 
other form  of  retail  selling — control- 
ling costs  to  deliver  the  most  effective 
product  at  a  reasonable  price."  Talk 
like  that  may  not  thrill  the  medical 
community,  but  it  has  the  sound  of 
good  business.  ■ 


Health  care 


Yardsticks  of  management  performance 


Profitability 

Growth 

Earnings 
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Return  on  total  capital 
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per  share 

latest 
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latest 

net 

5-year 

5-year 

12 

equity 

5-year 

5-year 

12 

profit 

5-year 

5-year 
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5-yeai 

Company 

rank 

average 

months 
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rank 

average 

months 
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rank 

average 

rank 

avera; 

ServiceMaster  Inds 

39.7% 

44.2% 

0.0 

40.0% 

43.3% 

3.7% 

6 

22.2% 

7 

24.8°< 

Humana 

2 

32.6 

34.2 

1.6 

10 

12.4 

14.7 

9.1 

4 

33.9 

2 

47.1 

Shaklee 

3 

25.7 

28.0 

0.1 

2 

19.8 

23.2 

6.5 

7 

20.2 

10 

15.5 

Abbott  Laboratories 

4 

24.2 

25.1 

0.1 

3 

19.6 

20.5 

1:1.6 

9 

16.0 

8 

19.7 

Natl  Medical  Entrprs 

5 

20.7 

18  0 

1.2 

9 

12.4 

10.4 

5.4 

1 

48.9 

4 

30.5 

Amer  Medical  Intl 

6 

20.5 

22.4 

1.0 

11 

12.2 

12.9 

7.6 

5 

28.4 

5 

28.6 

Beverly  Enterprises 

7 

19.9 

12.3 

2.2 

12 

11.3 

7.1 

3.1 

2 

43.5 

1 

74.6 

Johnson  &  Johnson 

8 

19.9 

17.9 

0.1 

4 

19.0 

16.8 

8.6 

11 

14.8 

12 

14.0 

Whitiaker 

9 

19.6 

9.7 

0.5 

5 

18.4 

14.5 

2.0 

12 

14.6 

3 

31.4 

Hospital  Corp  of  Am 

10 

19.2 

16.8 

1.1 

13 

11.0 

10.5 

7:2 

3 

34.7 

6 

26.1 

Baxter  Travenol  Labs 

11 

18.5 

20.1 

0.2 

6 

15.0 

17.4 

11.8 

8 

16  2 

9 

18.9 

Amer  Hospital  Supply 

12 

17.1 

18.2 

0.1 

7 

15.0 

16.3 

6.8 

10 

15.1 

11 

15.4 

Bausch  &  Lomb 

13 

15.9 

14.3 

0.3 

8 

13.3 

11.2 

7.0 

14 

8.0 

13 

9.6 

Becton,  Dickinson 

14 

12.7 

6.2 

0.4 

14 

10.7 

5.2 

3.2 

13 

13.8 

14 

6.4 

Sybron 

15 

3.5 

def 

0.5 

15 

4.4 

def 

def 

15 

3.7 

15 

-19.0 

Industry  medians 

19.9 

18.0 

0.4 

13.3 

14.5 

6.8 

16.2 

19.7 

All-industry  medians 

15.1 

12.6 

0.4 

10.8 

8.6 

3.5 

12.4 

9.4 

Note:  Explanation  of  Yardsticks  calculations  on  page  38. 
def:  deficit. 
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Remember  the  1970s,  when  pharmaceutical 
firms  bought  foodmakers  and  called  themselves 
'consumer products  companies"? Now  health 
care  is  the  order  of  the  day,  and  medical 
instruments  the  acquisition  of  choice. 


Drugs 


By  Anne  Bagamery 


Variations  on  a  theme: 
John  Culligan,  chairman  of 
American  Home  Products  Corp.: 
"Our  acquisitions  policy  is  geared 
toward  anything  in  health  care." 

Richard    Furlaud,    chairman  of 
Squibb  Corp.:  "We  can  better  serve 
the  changing  health  care  industry  as  a 
diversified  supplier  of  health  aids, 
i  from  drugs  to  equipment." 

Joe  Williams,  president  of 
Warner-Lambert  Co.:  "Face  it, 
the  financial  community  re- 
wards you  better  if  you're  a 
health  care  company." 

In  the  late  1960s  and  during 
the  1970s,  the  watchwords 
were  consumer  products. 
Pharmaceutical  companies, 
anxious  to  cushion  their  earn- 
ings from  the  Food  &  Drug 
Administration's  stiffer  test- 
ing requirements,  fell  over 
themselves  to  acquire  bakeries 
(Warner-Lambert  bought  En- 
tenmann's),  candy  companies 
(Squibb  bought  Lifesavers), 
eyeglass  manufacturers 
1  (Warner-Lambert  bought 
American  Optical).  Now  it's  health 
care,  and  one  glance  at  the  industry 
medians  on  page  251  tells  the  story. 
Not  only  is  health  care  a  closely  relat- 
ed business  using  some  of  the  same 
distribution  channels,  but  it  is  also 
one  of  the  few  businesses  that's  nearly 
as  profitable  as  ethical  drugs.  So  re- 
cently the  big  drugmakers  have  been 
stripping  off  their  old  consumer  prod- 
ucts acquisitions  and  pouring  the 
money  into  medical  supply  firms.  As 
an  example  of  this  strategy,  Warner- 
Lambert  took  the  proceeds  from  the 
sale  of  Entenmann's  and  bought 
IMED  Corp.,  a  medical  technology 
firm,  in  1982. 

How  shrewd  this  turns  out  to  be 


remains  to  be  seen.  While  acute  (that 
is,  hospital-delivered)  health  care  is 
growing  better  than  10%  a  year  and 
currently  consumes  more  than  4.5% 
of  GNP,  government-mandated  Medi- 
care reimbursement  controls  seem 
sure  to  make  some  areas  of  the  medi- 
cal supply  business  quite  a  bit  more 
price-competitive  and,  hence,  less 
profitable. 

Meanwhile,  the  drug  business  has 
been  doing  quite  nicely.  Unit  sales  of 


Drug 
With 


research  at  Johns  Hopkins 
an  aging  population,  a  booming  market 


prescription  drugs  were  up  about  4% 
in  1983.  That's  the  biggest  increase  in 
the  last  several  years.  What  triggered 
the  past  year's  boomlet  in  drug  sales? 
Some  say  it  was  produced  by  the 
graying  of  America — older  patients 
take  more  medicine.  Others  say  it  was 
the  substantial  increase  in  the 
number  of  general  practitioners,  who 
tend  to  prescribe  much  more  medi- 
cine than  specialists.  Neither  trend 
shows  any  sign  of  abating. 

So  why,  if  it  was  such  a  good  year, 
did  a  company  like  the  Upjohn  Co. 
turn  in  such  a  poor  performance  rela- 
tive to  its  five-year  profitability  aver- 
ages on  the  Forbes  Yardsticks?  Bad 
times  for  its  commodity  chemical 


business.  As  for  Schering-Plough 
Corp.,  pharmaceutical  profits  haven't 
been  the  same  since  Garamycin  went 
off  patent  in  1980,  but  a  new  cardio- 
vascular drug,  still  awaiting  final  FDA 
approval,  is  due  to  hit  the  market  in 
late  1984.  Further  on,  the  introduc- 
tion of  the  potentially  lucrative  inter- 
feron may  also  promise  earnings 
pickup.  Then  there  was  Richardson- 
Vicks  Inc.,  hurt  by  the  strong  dollar, 
with  two-thirds  of  its  earnings  com- 
ing from  overseas.  In  1983,  in  a 
bid  to  boost  long-term  profit- 
ability, R-V  acquired  Pantene 
Co.  and  Vidal  Sassoon,  Inc.  in 
the  personal  care  field.  But 
earnings  recovery  in  fiscal 
1984  may  be  partially  post- 
poned because  of  heavy  pro- 
motional expenses  for  new 
products. 

To  counter  the  kind  of  profit 
nosedive  that  Schering  went 
through  when  Garamycin 
went  off  patent  and  the  price 
wars  began,  pharmaceutical 
companies  are  trying  to  estab- 
lish a  foothold  in  the  over-the- 
counter  market  before  a  drug 

  goes  off  patent  and  gets  eaten 

alive  by  the  generics.  Take  Upjohn's 
highly  profitable  (about  a  third  of 
earnings)  antiarthritic  Motrin,  for  ex- 
ample. Motrin  goes  off  patent  in  1985, 
and  Upjohn  and  American  Home 
Products  have  been  seeking  FDA  ap- 
proval to  "reclassify"  it  and  market 
the  drug  over-the-counter.  Unfortu- 
nately, the  reclassification  process  is 
slow,  meaning  that  Upjohn  and  AHP 
may  have  only  a  short  time  before 
Motrin  becomes  fair  game  for  the  ge- 
neric drugmakers  (who  have  to  prove 
that  their  product  is  equivalent  in  or- 
der to  receive  approval  to  market  it). 
But  when  approval  comes,  as  many 
think  it  will  in  1984,  it  still  could 
mean  millions  of  dollars  in  retail  sales 


FORBES,  JANUARY  2,  1984 


215 


v  in  the  larger,  over-the- 
/  counter  market.  Re- 
classification could 
also  prove  profitable  for 
companies  like  Squibb, 
Schering-Plough  and  A.H.  Robins  Co., 
which  have  many  approvals  pending. 

Meanwhile,  drug  company  research 
spending  is  on  the  rise.  Such  spending 
reached  $2.5  billion,  7%  of  industry 
sales,  in  1983.  Most  of  this  research  is 
targeted  for  the  treatment  of  chronic 
ailments — cancer,  heart  disease,  ar- 
thritis. There  is  a  basic,  bottom-line 
concern  at  work  here.  Since  patients 
take  chronic  disease  drugs  for  long 
periods  of  time,  such  drugs  are  more 
profitable  to  produce. 

Also,  while  it  may  seem  cynical  to 
say,  it  is  nonetheless  a  fact  that  chron- 
ic disease  pharmaceuticals  may  get  a 
company  noticed  in  the  stock  market. 
The  $200  million  Bristol-Myers  Co. 
derives  in  sales  from  anticancer  drugs 
gets  a  lot  more  attention  than  its  5% 
share  of  Bristol's  nearly  $4  billion 
sales  would  seem  to  warrant.  Bristol- 
Myers  commands  a  price/earnings 
multiple  of  15,  near  the  top  of  the 
industry,  in  part  on  the  strength  of 
this  project.  Likewise  Warner-Lam- 
bert is  touting  its  research  into  drugs 
that  may  treat  genital  herpes  and  Alz- 
heimer's disease.  Such  clever  market- 
ing may  help  boost  Warner- Lambert's 
current  P/E  of  12. 
But  with  their  generally  low  debt 


load  and  enviable  cash  flows,  most 
pharmaceutical  companies  can  easily 
afford  a  dalliance  in  the  medical  sup- 
ply field  at  the  same  time.  The  risks 
here  may  be  greater  than  they  think, 
however. 

Certainly,  changes  in  Medicare  re- 
imbursement guidelines  are  bound  to 
force  hospitals,  and  hence  doctors,  to 
seek  more  efficient  ways  to  deliver 
health  care.  It  is  by  no  means  clear  at 
this  stage  who  will  be  helped  and  who 

Certainly,  changes  in 
reimbursement  guidelines 
will  force  hospitals  to  seek 
efficiency.  But  whether  this 
will  benefit  low-tech 
medical  suppliers  is  quite 
another  question. 

hurt.  Probably  there  will  be  fewer  inpa- 
tient surgical  procedures  and  increas- 
ing reliance  on  outpatient  treatment 
and  medication — the  area  the  pharma- 
ceutical companies  emphasize  in  their 
prescription-drug  research. 

But  whether  the  low-technology 
kinds  of  medical  supplies  made  by  a 
company  like  American  Home  Prod- 
ucts will  benefit  as  hospital  manage- 
ment companies  adjust  to  their  new 
cost-consciousness  is  quite  another 
question. 

Naturally,  pharmaceutical  execu- 
tives see  the  situation  a  little  differ- 


ently at  the  moment:  "Because  of  un- 
certainty over  the  funding  changes, 
hospitals  will  be  reluctant  to  buy 
large  items,  such  as  ultrasound  equip- 
ment," says  Furlaud  of  Squibb,  which 
gets  20%  of  its  $1.6  billion  sales  from 
medical  equipment.  "But  they  will 
always  need  laboratory  instruments 
and  intravenous  bags.  That's  where 
we  come  in." 

But  will  the  hospitals  really  care 
who  makes  those  intravenous  bags  in 
the  future,  as  long  as  they  are 
cheaper?  Does  it  have  to  be  a  Johnson 
&  Johnson  suture?  Maybe  they  will 
discover  that  U.S.  Surgical's  surgical 
stapler  is  far  cheaper,  as  well  as  more 
effective. 

Warner-Lambert  is  no  slouch,  but 
look  at  the  problems  they  have  had 
with  IMED.  The  medical  equipment 
division  has  had  problems  bringing 
new  products  out  on  time  and  is 
plagued  by  management  squabbles. 
These  problems  didn't  surface  until  a 
year  after  Warner  paid  $468  million 
for  the  company. 

At  the  moment,  however,  drug  ex- 
ecutives are  flush  with  success,  and 
concerned  more  about  whether  the 
dollar  will  weaken  in  1984,  thereby 
triggering  a  recovery  in  the  industry's 
big  overseas  sales.  The  future  looks 
bright  indeed.  Says  Bill  Miller,  head  of 
Bristol-Myers'  prescription  drug  busi- 
ness: "We  think  the  industry  has  one 
of  its  best  years  ahead."  ■ 
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re 
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latest 
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5-year 

5-year 

12 

equity 

5-year 

5-year 

12 

profit 

5-year 

5-year 

5-year 

5-yea 
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rank 

average 

months 
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rank 

average 

months 

margin 

rank 

average 

rank 

avera 

SmithKline  Beckman 

1 

35.1% 

26.4% 

0.1 

2 

31.2% 

23.3% 

15.3% 

1 

24.9% 

1 

27.7' 

American  Home  Products 

2 

33.9 

34.7 

0.0 

1 

33.4 

32.4 

12.7 

9 

10.6 

4 

12.5 

Merck 

3 

22.8 

20.2 

0.1 

;£ 

19.2 

15.8 

14.0 

5 

11.8 

10 

10.0 

Bristol-Myers 

4 

22.6 

22.9 

0.1 

3 

21.0 

21.5 

10.2 

8 

10.9 

3 

13.4 

Eli  Lilly 

5 

22.0 

21.7 

0.0 

4 

20.6 

19.4 

14.7 

3 

13.9 

6 

11.0 

G  D  Searle 

6 

20.8 

22.8 

0.3 

7 

16.0 

18.7 

16.0 

13 

5.9 

2 

17.3 

Upjohn 

7 

19.1 

15.5 

0.4 

12 

14.0 

11.3 

7.8 

6 

11.6 

5 

12.1 

Schering-Plough 

8 

17.9 

14.4 

0.2 

6 

16.5 

12.0 

10.7 

2 

14.4 

12 

5.4 

Pfizer 

9 

17.8 

20.2 

0.3 

11 

14.2 

16.7 

11.6 

7 

11.2 

8 

10.2 

Sterling  Drug 

10 

16.3 

15.4 

0.1 

9 

14.4 

13.3 

7.1 

11 

9.7 

11 

7.8 

A  H  Robins 

11 

15.6 

17.8 

0.1 

10 

14.3 

16.6 

10.5 

10 

10.4 

8 

10.2 

Richardson-  Vicks 

12 

14.9tt 

10.5 

0.4 

8 

14.5tt 

9.2 

4.5 

4 

12.61 

7 

10.7: 

Squibb 

13 

13.6 

15.0 

0.3 

13 

10.8 

12.2 

9.5 

14 

5.4 

13 

3.4 

Warner-Lambert 

14 

11.4 

16.9 

0.6 

14 

8.0 

10.2 

6.3 

12 

6.7 

14 

-4.6 

Industry  medians 

18.5 

19.0 

0.2 

15.3 

16.2 

10.6 

11.1 

10.5 

All-industry  medians 

15.1 

12.6 

0.4 

10.8 

8.6 

3.5 

12.4 

9.4 

dh 

■a 


Note:  Explanation  of  Yardsticks  calculations  on  page  38 
ttThree  year  average.    ^Four-year  growth. 
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The  apparel  industry  spent  the  recession 
developing  marketing  strategies  and  cleaning 
house.  The  hawest  began  in  1983,  and  1984 
should  be  even  better. 


Apparel 


By  Laura  R,  Walbert 


T |  here  has  been  a  transition 
within  the  apparel  business," 
says  Larry  Pugh,  chairman  and 
chief  executive  of  V.F.  Corp.  "Apparel 
makers  are  recognizing  that  they  need 
a  marketing  approach,  not  just  a  man- 
ufacturing approach  to  merchandise." 

Advice  from  the  folks  at  V.F.  is 
worth  heeding.  The  $1.1  billion 
(sales)  company,  maker  of  Lee  jeans 
and  Vanity  Fair  lingerie  products, 
steals  the  show  on  the  Forbes  Profit- 
ability Yardsticks  for  the  latest  12 
months  with  an  impressive  37.5% 
return  on  equity  and  a  32.3%  return 
on  capital.  That  leaves  giant  Levi 
Strauss  &  Co.,  with  sales  of  $2.8  bil- 
lion the  world's  largest  apparel  maker 


and  longtime  industry  profit  leader, 
in  the  dust  with  its  far  lower  19.2% 
return  for  the  same  period. 

The  disparity  is  mainly  attributable 
to  different  marketing  strategies. 
With  the  jeans  market  flat  at  around 
$5  billion  annually,  Levi's  tried  to 
spur  sales  by  mass  marketing  its  jeans 
products  through  Sears  and  J.C.  Pen- 
ney. That  strategy  backfired,  howev- 
er, because  it  antagonized  many  of 
Levi's  department  and  specialty  store 
retailers.  Some  reduced  or  even 
dropped  their  Levi's  line.  A  slump  in 
Levi's  international  business  only 
made  matters  worse. 

Executives  at  V.F.,  in  contrast, 
sought  to  prolong  the  life  of  the  great 
denim  bubble  through  the  introduc- 
tion of  new  products.  V.F.  was  one  of 


the  first  producers  to  come  out  with 
stretch  jeans.  In  1982  it  introduced 
the  more  styled  fashion  jeans  for 
women  and  brought  out  the  Lee  Dress 
Blues,  which  Pugh  describes  as  "jeans 
with  a  dress-up  look."  As  a  result, 
V.F.'s  share  of  the  U.S.  jeans  market 
has  risen  from  2.5%  to  nearly  11% 
since  1980. 

V.F.'s  new  product  push  extended 
to  its  Vanity  Fair  lingerie  line  as  well. 
The  La  Femme  de  Vanity  Fair  collec- 
tion of  fashionable  sleepwear  prod- 
ucts for  the  25-to-35-year-old  woman 
was  added  in  1983.  "The  young  wom- 
en's sleepwear  market  is  a  big  one, 
and  a  market  where  we  have-  been 
weak,"  says  Pugh.  "What  we  have 
tried  to  do  over  the  past  year  and  a  half 
is  improve  our  marketing  expertise  so 


kpparel 
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12 

equity 

5-year 

5-year 

12 

profit 

5-year 

5-year 

5-year 

5-year 

ompany 

rank 

average 

months 

ratio 

rank 

average 

months 

margin 

rank 

average 

rank 

average 

lothing 

F 

1 

27.9% 

37.5% 

0.1 

1 

23.8% 

32.3% 

11.0% 

4 

12.0% 

2 

24.8% 

evi  Strauss 

2 

24.0' 

19.2 

0.2 

2 

21.3 

17.4 

7.0 

2 

15.5 

5 

14.8 

'arnaco 

3 

18.9 

18.2 

0.3 

3 

14.1 

15.6 

5.5 

12 

5.2 

D-P 

aim  Beach 

4 

18.6 

13.7 

0.6 

4 

13.8 

10.8 

2.6 

1 

21.5 

7 

8.7 

xford  Industries 

5 

15.7 

25.4 

0.2 

5 

13.3 

21.5 

4.7 

5 

10.9 

3 

16.8 

lue  Bell 

6 

14.4 

11.1 

0.2 

6 

12.8 

9.7 

3.9 

3 

12.4 

9 

3.0 

iterco 

7 

12.2 

9.2 

0.3 

7 

11.0 

8.5 

3.6 

6 

9.8 

8 

4.1 

artmarx 

8 

12.0 

13.7 

0.4 

8 

10.4 

11.2 

3.6 

7 

7.8 

4 

15.6 

luett,  Peabody 

9 

10.2 

11.8 

0.4 

9 

8.6 

9.3 

3.0 

8 

7.0 

6 

14.6 

hillips-Van  Heusen 

10 

8.8 

11.9 

0.4 

10 

7.6 

10.2 

2.7 

9 

6.3 

1 

30.0 

i  ell  wood 

11 

6.6 

15.4 

0.7 

11 

6.9 

13.0 

2.4 

11 

5.6 

11 

-7.4 

Manhattan  Industries 

12 

6.4 

12.9 

0.7 

12 

5.9 

8.9 

1.9 

10 

5.9 

10 

-1.6 

mathan  Logan 

13 

def 

13.3 

0.2 

13 

0.9 

11.8 

4.6 

13 

2.3 

12 

P-D 

ledians 

12.2 

13.7 

0.3 

11.0 

11.2 

3.6 

7.8 

11.7 

Note:  Explanation  of  Yardsticks  calculations  on  page  38. 

P-D:  profit  to  deficit    D-P:  deficit  to  profit;  not  ranked    def  deficit 
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-  1S  as  g°°d  as  both  our 

w/    II     \\*    Iinancial  and  manufac- 

£     ^        tunng  abilities  " 
\\    ||  ~  That's  just  what  ev- 

L.  ^     cry  manufacturer 

ought  to  be  doing,  says  a  spokesman 
for  New  York-based  consumer  goods 
consultants  Kurt  Salmon  Associates. 
"Companies  like  Warnaco,  V.F.,  Ox- 
ford Industries  and  Kellwood  were 
among  the  top  performers  in  1983  be- 
cause they  know  where  they  are  going 
long  term,  they've  learned  to  live  with 
the  import  situation  and  they  think  of 
themselves  as  marketers  first,"  he 
says.  To  put  it  another  way,  the  age  of 
designer  labels  and  brand  names,  off- 
price  retailing  and  foreign  imports 
(now  30%  of  retail  sales)  has  made  it 
essential  for  the  manufacturer  to  be- 
come more  sensitive  to  the  retail  end 
of  the  business. 

For  those  that  were,  1983  turned 
out  better  than  most  apparel  makers 
had  anticipated,  as  consumers  opened 
up  their  pocketbooks  and  freshened 
up  their  wardrobes.  During  the  sec- 
ond quarter,  when  real  GNP  grew 
9.2%,  clothing  sales  leaped  an  infla- 
tion-adjusted 18.7%,  according  to  fig- 


Hartmarx'  Austin  Reed  suits  for  women 
A  brand  you  can  take  anywhere? 

ures  from  Value  Line.  Rag  trade  ex- 
ecutives are  looking  for  another  10% 
growth  in  apparel  sales  in  1984. 

Building  a  brand  name  is  the  classic 
way  to  upgrade  your  marketing  effort 
in  the  apparel  industry.  That's  what 


Oxford  Industries,  a  newcomer  to 
Forbes'  list,  has  been  doing.  Less  than 
a  decade  ago  the  $517  million  (sales) 
Atlanta-based  company  was  little 
more  than  a  small  producer  of  "com- 
modity" apparel,  selling  mainly  to 
J.C.  Penney  and  Sears.  But  using  brand 
names  like  Polo,  by  Ralph  Lauren,  for 
boyswear  and  Merona  Sport  for 
sportswear  enabled  Oxford  to  raise 
both  prices  and  margins  significantly. 
In  1983  Oxford's  25.4%  return  on  eq- 
uity and  21.5%  return  on  capital  was 
topped  only  by  V.F.  and  Nike,  the 
still-booming  athletic-shoe  maker 
(whose  30%  return  on  capital,  vs.  a 
five-year  average  return  of  65.6%, 
shows  the  first  hints  of  strain  in  that 
crowded  market). 

And  a  round  of  applause  for  Jona- 
than Logan,  a  maker  of  women's  ap- 
parel whose  recently  achieved  4.6% 
net  profit  margin  is  well  above  the 
industry  median.  Back  from  red  ink 
on  its  five-year  average,  the  company 
closed  its  money-draining  knitting 
mill  and  cut  some  unpopular  lines 
during  the  last  few  years — just  the 
kind  of  slimming  down  so  much  of 
the  rest  of  American  industry  has 
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aver: 

Textiles 

West  Point-Pepperell 

1 

12.3% 

13.3% 

0.3 

2 

9.9% 

10.8% 

4.3% 

1 

10.5% 

3 

9.1 

Collins  &  Aikman 

2 

11.3 

16.5 

0.3 

3 

8.9 

12.3 

4.3 

2 

7.6 

4 

5.7 

Cone  Mills 

3 

10.9 

4.8 

0.1 

1 

10.0 

4.8 

2.4 

9 

4.0 

6 

2.1 

Riegel  Textile 

4 

10.3 

5.4 

0.3 

6 

7.8 

4.6 

1.9 

3 

7.4 

7 

1.6 

Fieldcrest  Mills 

5 

10.3 

9.3 

0.4 

4 

8.3 

7.8 

2.9 

4 

7.3 

5 

3.5 

Springs  Industries 

6 

9.1 

8.0 

0.1 

5 

8.0 

7.3 

3.7 

5 

7.0 

2 

17.1 

Burlington  Inds 

7 

7.5 

7.7 

0.4 

7 

'  6.1 

6.3 

3.0 

7 

5.3 

8 

0.2 

M  Lowenstein 

8 

6.6 

10.5 

0.4 

8 

6.1 

8.3 

3.2 

11 

1.8 

1 

72.9 

Avondale  Mills 

9 

5.6 

12.2 

0.1 

9 

5.3 

10.5 

3.5 

8 

5.1 

9 

-1.2 

)  P  Stevens 

10 

3.4 

2.9 

0.6 

10 

3.9 

'  3.6 

0.8 

6 

6.2 

10 

-14.1 

Graniteville 

11 

def 

def 

0.5 

11 

10 

def 

def 

10 

2.8 

11 

P-D 

United  Merch  &  Mfrs 

12 

def 

def 

0.7 

12 

def 

1  4 

def 

12 

-7.1 

12 

D-D 

Medians 

8.3 

7.9 

0.4 

7.0 

6.8 

3.0 

5.8 

1.9 

Shoes 

NIKE 

1 

77.6% 

30.3% 

0.1 

1 

65.6% 

30.0% 

6.7% 

1 

71.9%  + 

1 

71.6 

SCOA  Industries 

2 

27.5 

20.7 

0.9 

3 

17.2 

13.3 

3.0 

4 

11.7 

2 

23.3 

Melville 

3 

25.3 

21.6 

0.2 

2 

23.9 

21.2 

4.2 

2 

18.0 

5 

16.3 

United  States  Shoe 

4 

20.5 

19.9 

0.2 

4 

16.7 

17.3 

5.0 

3 

12.1 

4 

17.4 

Brown  Group 

5 

17.5 

17.5 

0.2 

5 

14.4 

15.1 

4.4 

5 

9.4 

19.1 

Genesco 

6 

3.9 

def 

1.6 

6 

4.7 

3.7 

0.2 

6 

-7.2 

D-P 

Medians 

22.9 

20.3 

0.2 

17.0 

16.2 

4.3 

11.9 

19.1 

Industry  medians 

10.9 

12.9 

0.3 

8.9 

10.5 

3.5 

7.3 

87 

All-industry  medians 

15.1 

12.6 

0.4 

10.8 

8.6 

3.5 

12.4 

9.4 

Note:  Explanation  of  Yardsticks  calculations  on  page  38. 

^Four-year  growth     P-D:  profit  to  deficit     D-D:  deficit  to  deficit     D-P:  deficit  to  profit:  not  ranked     def:  deficit 
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needed.  Now  with  95%  of  its  sales  in 
women's  branded  apparel,  such  as  Vil- 
lager sportswear  and  Misty  Harbor 
rainwear,  Logan  is  in  a  position  to 
enjoy  the  resurgence  of  brand  names 
and  America's  renewed  interest  in 
denim-free  dress.  Dress  sales  for  1983 
were  up  25%,  says  Logan  Chairman 
and  Chief  Executive  Richard 
Schwartz.  Especially  popular  were 
soft  looks,  such  as  sweater  dresses  and 
untailored  blazers. 

Like  Oxford,  Logan  has  been  mov- 
ing increasingly  into  branded  goods  as 
well  as  adding  new  product  lines.  Lo- 
gan's "signature  line,"  Etienne 
Aigner,  originally  was  just  a  collec- 
tion of  leather  goods.  Today  the 
Aigner  line  contributes  30%  of  com- 
pany sales  and  an  estimated  35%  to 
40%  of  operating  profits.  "In  the  last 
ten  years,  though,  we've  added  items 
every  season,"  says  Schwartz.  "We 
started  adding  raincoats  in  1973-74. 
Knitwear  was  added  four  years  ago. 
This  past  year  we  added  button-down 
oxford  shirts.  It's  been  constant." 

Chicago-based  Hartmarx,  the  na- 
tion's largest  manufacturer  of  quality 
men's  suits,  is  also  benefiting  from 
*  the  trend  to  more  conservative  dress. 
Male  baby-boomers  are  now  entering 
the  suit  years:  The  number  of  men  in 
the  35-to-54-year-old  bracket  will 
i  grow  28%  during  this  decade,  com- 
pared with  oniy  4%  in  the  1970s,  ac- 
i  cording  to  Hartmarx  Chairman  and 
:  Chief  Executive  ferry  Gore. 

Again,  brand  names  are  important. 
Capitalizing  on  the  successful  Austin 
[l  Reed  of  Regent  Street  men's  collec- 
I  tion,  which  has  grown  to  sales  of  $40 
million  in  seven  years,  Gore  expanded 
the  Austin  Reed  name  to  women's 
suits  in  1982.  And  Hartmarx'  long- 
standing practice  of  selling  to  one  re- 
i  tailer  in  each  community  has  protect  - 
I  ed  Hartmarx'  brand  names,  such  as 
I  Hickey-Freeman  and  Hart  Schaffner 
I  &  Marx,  from  the  ravenous  off-price 
i  retailers  who  would  ruin  the  line's 
i  ability  to  command  full  price. 

To  reach  the  growing  market  for 
!  inexpensive  suits  (80%  of  all  suits 
|  sold  are  priced  at  $200  or  less),  Hart- 
!  marx  bought  Kuppenheimer,  a  manu- 
i  facturer  and  retailer  of  low-priced  (un- 
j  der  $150)  suits  in  December  1982. 
I  Close  to  50  stores  were  added  to  the 
I  chain  in  1983,  and  at  least  that  many 
I  will  be  added  in  1984,  says  Gore. 

Of  course,   a  successful  apparel 
!  maker  also  has  to  learn  how  to  deal 
with  imports.  And  brand  names  are 
I  good  weapons  in  that  battle  as  well, 
j  reports  Gore.  "Imports  are  for  the 
most  part  not  branded,  and  they  do 
not  compete  effectively  with  brand 


No  sagging  sales  here 


By  industry  standards  the  $3.5 
billion  women's  hosiery  mar- 
ket has  been  experiencing  runaway 
growth  for  the  last  year  or  two. 
Reason:  the  popularity  of  colored 
and  textured  panty  hose. 

The  1.3  billion  pairs  of  hose  that 
were  shipped  in  1982 
represented  a  7%  in- 
crease over  the  1981 
shipment,  says  Sid 
Smith,  president  of 
the  National  Associ- 
ation of  Hosiery  Man- 
ufacturers. And  over 
at  Hanes  Hosiery,  a 
division  of  Consoli- 
dated Foods  Corp., 
President  Wade  Ham 
reports  delightedly, 
"Hosiery  volume  was 
up  8%  in  units  be- 
tween August  and 
October  [of  1983].  A 

normal  increase   

would  have  been  more  like  2%." 

What  has  brought  colored  hose 
into  the  limelight?  Smith  has  a 
theory:  "We  had  a  downturn  in  the 
economy  and  a  more  stringent  atti- 
tude toward  consumer  spending  at 
a  time  when  people  were  thinking 


Colored  panty  hose 
A  recession  success 


emotionally  about  dressing  up. 
Consumers  found  they  could  dress 
up  their  outfits  and  change  their 
total  ensemble  look  by  changing 
their  hosiery.  The  new  colors,  pat- 
terns and  styles  that  the  hosiery 
manufacturers  came  up  with 
played  right  into  that 
trend." 

Hanes  responded 
by  expanding  the  col- 
ors in  its  existing 
lines,  introducing  the 
new  Coloralls  brand 
and  offering  new  col- 
ors and  textures  in  its 
Oleg  Cassini  signa- 
ture line  each  spring 
and  fall.  Says  Ham, 
"Our  volume  in  the 
Cassini  line  for  the 
fall  of  1983  was  twice 
what  it  was  for  fall 
'82,  which  was  twice 

  the  fall  of  '81."  New 

colors  and  weights  were  also  added 
to  lower-priced  L'eggs  panty  hose, 
another  Consolidated  Foods  prod- 
uct, which  sell  through  supermar- 
ket and  drugstores. 

Will  the  fad  last?  Says  Harn, 
wistfully,  "I  wish  I  knew." — L.R.W. 


names,"  he  says. 

There  is  more  than  a  little  bravado 
in  that  statement,  of  course.  After  all, 
imports  do  control  a  third  of  the  U.S. 
market.  And  like  the  automakers, 
who  are  in  a  similar  fix,  many  apparel 
makers  are  doing  better  by  joining  the 
enemy.  "Oxford  and  Kellwood  [a 
longtime  Sears  supplier  of  apparel  and 
home  furnishings]  used  to  be  the 
strongest  bastions  of  'Made  in  Amer- 
ica or  else,' "  says  Kurt  Salmon's 
spokesman.  "Well,  Kellwood  now 
owns  Hong  Kong-based  Smart  Shirts 
Ltd.,  and  Oxford  has  some  of  their 
goods  made  in  China,  and  they  are 
both  moving  ahead  beautifully." 

Oak  Hill  Sportswear  uses  the  same 
strategy.  An  $85  million  (sales)  appar- 
el maker,  Oak  Hill  turned  up  in  the 
number  two  slot  on  Forbes'  recent 
list  of  Up  &  Comer  companies  (Nov.  7, 
1983)  with  a  five-year  average  return 
on  equity  of  141.5%. 

Currently  more  than  10%,  and  soon 
one-quarter,  of  the  company's  sales 
will  come  from  marketing  sweaters 
that  are  made  in  the  Orient.  "You  can 
never  be  competitive  with  imports; 
the  labor  costs  don't  allow  it,"  says 


Oak  Hill  President  Joseph  DeCle- 
mente.  "But  we  have  been  able  to 
watch  the  import  market  and  be  into 
items  that  either  they  don't  make  or 
that  we  can  supply  when  they  get 
backed  up  in  their  deliveries." 

This  doesn't  mean  the  apparel  in- 
dustry has  given  up  on  competitive 
pricing.  Companies  like  Warnaco, 
Palm  Beach  and  Cluett,  Peabody 
spent  the  last  two  years  cutting  costs 
by  reducing  inventories,  dropping 
weak  product  lines  and  trimming 
overhead.  The  results  are  in  the  net 
profit  margins.  For  Warnaco,  the  pro- 
ducer of  such  lines  as  White  Stag, 
Hathaway  and  Puritan,  the  net  profit 
margin  improved  to  5.5%,  from  4.7% 
in  1982.  Shirtmaker  Cluett,  Peabody 
saw  its  margin  rise  from  2.5%  to 
3.0%,  and  for  Palm  Beach,  a  maker  of 
high-quality  men's  and  women's  ap- 
parel, margins  rose  to  2.6%,  from 
1.5%.  In  this  industry  those  are  im- 
pressive gains. 

As  for  1984,  if  the  apparel  compa- 
nies are  not  careful,  they  might  just 
have  a  great  year.  If  that  doesn't  hap- 
pen, they  may  have  no  one  to  blame 
but  themselves.  ■ 
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Here  we  have  consumers  slowing  down  and  the 
fragmentation  of  established  markets  speeding 
up.  Its  time  to  put  on  an  unhappy  face. 


Toiletries 
and  cosmetics 


entering  the  work  force  has  slowed,  so 
there  are  fewer  new  salaries  to  tap  for 
big  growth.  The  end  of  the  so-called 
ME  generation  has  meant  more  cus- 
tomers less  interested  in  peer  pres- 
sure, people  who  would  rather  not  pay 
for  glamour  or  prestige,  either  in  the 
product  or  the  store  where  they  might 
buy  it.  "Consumers  aren't  so  narcis- 


By  Barbara  Ettorre 


RECOVERY  STOPPED  SHORT  of  COS- 
metics  and  personal  care  com- 
panies in  1983.  Sales  of  the 
creams  and  lotions  renowned  for  their 
resistance  against  hard  times  failed  to 
go  back  into  high  gear  when  those 
hard  times  eased. 

Unit  sales  of  personal 
care  items — shampoos 
and  conditioners,  deodor- 
ants, shaving  creams, 
home  permanents  and  fa- 
cial care  products — ad- 
vanced only  about  2%  to 
4%  in  1983,  instead  of  a 
normal  4%  in  a  good  year. 
Cosmetics,  from  the  high- 
priced  department-store 
lines  to  cheaper  lines  sold 
in  drug  and  variety  stores, 
did  not  fare  much  better. 
Fragrances  pre-Christmas 
were  actually  flat  because 
consumers  were  well- 
stocked  with  old  stuff  and 
found  a  dearth  of  new, 
well-priced,  exciting 
scents  in  the  marketplace. 

The     prognosis  isn't 
good,    either.  Earnings 
should   advance  around 
5%  in  the  first  half  of 
1984,  sales  perhaps  8%. 
That's  nothing  like  the 
automatic  10%  to  15% 
annual  growth  rate  in  profits  in  the 
late  1970s,  when  cosmetics  and  per- 
sonal care  companies  could  almost  do 
no  wrong. 

So  what  is  wrong? 
Simply  put,  the  consumer  is  be- 
coming less  free  with  her  money.  She 
may  still  want  cosmetics  as  much  as 
she  always  did,  but  now  she's  being 
more  carefu!  about  buying  them.  The 
change  is  beginning  to  look  at  least 
semipermanent.  The  rate  of  women 


Bargain-hunting  in  the  toiletries  section  of  a  discount  drugstore 
"Not  so  narcissistic  now." 


sistic  now,"  sums  up  Allan  G.  Mot- 
tus,  an  industry  consultant.  Now 
what  could  be  worse  for  a  cosmetics 
company? 

Companies  somehow  have  to  tease 
more  of  their  sales  growth  from  cus- 
tomers who  have  exhausted  their  at- 
home  inventory,  rather  than  from  im- 
pulse spenders  drawn  to  the  latest  hot 
item.  This  is  a  disconcerting  prospect 
for  the  most  hype-conscious  of  all 
manufacturing  industries. 


How  has  the  industry  reacted? 
Mostly  by  trying  to  keep  list  prices 
intact  and  the  aura  prestigious.  But 
that  has  led  only  to  more  diversion. 
Diversion?  High-priced,  high-markup 
cosmetics  are  typically  sold  "exclu- 
sively" to  toney  retailers  in  order  to 
keep  up  the  product's  image.  But 
more  than  ever  they  mysteriously  ap- 
pear, diverted,  on  the  de- 
classe shelves  of  Sly  Sam's 
Cheap  Stores  at  a  large 
discount. 

Couple  this  spreading 
practice  with  across-the- 
board  reluctance  on  the 
part  of  prestige  retailers  to 
stock  full  inventories  and 
tie  up  valuable  cash,  and 
you  can  certainly  under- 
stand why  manufacturers 
turn  a  blind  eye  knowing 
that  middlemen  are  di- 
verting merchandise. 

The  old  ways  don't 
seem  to  work  anymore. 
Even  imitation  fails  to  pay 
as  it  used  to.  Now,  "There 
are  too  many  chickens  out 
there,  too  many  'me- 
toos,'  "  explains  Henry  G. 
Walter  Jr.,  chairman  and 
CEO  of  International  Fla- 
vors &.  Fragrances. 

The  days  of  35  new  fra- 
grance   introductions  a 

  year  are  also  gone.  It's  too 

expensive  now — advertising  and  mar- 
keting costs  leaped  at  least  10%  in 
1983 — and  the  consumer  is  less  re- 
sponsive. "Their  lifestyles  are  more 
pluralistic,"  says  consultant  Mottus, 
"so  a  manufacturer's  expenditures 
don't  give  enough  return  to  warrant 
the  cost."  The  audience  for  any  single 
product  is  simply  getting  too  seg- 
mented. So  when  Chesebrough- 
Pond's  aggressively  promoted  its  in- 
expensive Aviance  Night  Musk  and 
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Cachet  Noir  women's  fragrances  in 
1983,  Chesebrough  also  saw  the  in- 
creased ad  costs  eat  away  most  of  the 
potential  profits. 

The  international  picture,  histori- 
cally profitable,  is  just  as  cloudy.  Sales 
in  Europe  are  soft,  and  in  South  Amer- 
ica a  disaster.  (The  collapse  of  raw 
material  prices,  raging  inflation  and 
precarious  loan  positions  have  stag- 
gered Latin  America's  heretofore  reli- 
able middle-class  buying.)  Clearly, 
such  companies  as  Colgate-Palmol- 
ive, American  Cyanamid  and  Kimber- 
ly-Clark are  rethinking  their  interna- 
tional businesses — accounting  for,  re- 
spectively, 57%,  51%  and  28%  of 
profits  as  recently  as  1982. 

Under  all  this  pressure,  the  manu- 
facturers are  fighting  here  at  home  to 
carve  narrower  niches  where  they 
think  they  can  hold  their  own.  The 
increased  fragmentation  of  the  mar- 
ket has  the  players  themselves  con- 
fused. Consider  the  shampoo  market. 
The  plethora  of  new  brands  finds 
some  of  the  big  guns  like  Procter  & 
Gamble  (Head  &  Shoulders  brand), 
Revlon  (Flex)  and  Gillette  (Silkience) 
being  pushed  around  by  aggressive  lit- 
tler guys  like  Helene  Curtis  (Finesse). 

The  lure  is  too  great:  The  American 
shampoo  market  is  about  $1.2  billion 
at  retail.  Even  a  1%  share  means  $12 
million.  And  shampoo  is  an  easy-en- 
try category  requiring  no  great  capital 
investment,  except  formula  and  pack- 
aging— but  ultimately,  of  course, 
heavy  ad  spending. 

Redken  Laboratories  continues  its 
pricey  hold  on  beauty  salon  custom- 
ers. Lamaur,  a  $75  million  (sales)  Mid- 
west company,  has  a  2%  market  share 


toiletries  and  cosmetics 


with  its  Style  shampoo  and  is  intro- 
ducing Perma  Soft,  a  shampoo  for 
permed  hair.  Altogether,  scores  of 
brands  vie  for  a  piece  of  the  shelf 
space,  and  bigger  companies  worry. 
As  William  J.  Ryan,  president  of  Gil- 
lette's personal  care  division,  says, 
"To  the  extent  that  smaller  compa- 
nies are  segmenting  the  market,  I 
have  to  think  that  this  is  making  the 
business  more  competitive." 

Segmentation  may  make  money  in 
the  shampoo  market.  Not  so  in  other 
areas.  When  does  a  new  product  begin 
to  steal  market  share  from  an  estab- 
lished brand?  Some  companies  think 
they  are  better  off  pumping  money 
into  an  established  brand,  avoiding  the 
risk  of  wasting  it  on  a  flop.  Gillette, 
whose  Right  Guard  deodorant  has 
earned  $500  million  in  profits  since  its 
1960  introduction,  spent  $30  million 
in  1 983  to  market  an  upgraded  formula 
that  stopped  a  protracted  sales  decline. 
In  fact,  ad  budgets  for  all  toiletries  and 
cosmetics  companies  were  up  24%  for 
just  the  first  six  months  of  1983.  For 
1984,  concerns  like  Revlon,  Gillette, 
Richardson-Vicks  and  Chesebrough- 
Pond's  are  boosting  their  marketing 
budgets  for  established  brands  alone 
by  as  much  as  15%,  figuring  that  a 
brand  in  the  hand  is  worth  two  on  the 
drawing  board. 

The  results  of  the  consumers'  tight- 
fistedness  show  up  all  too  clearly  in 
the  accompanying  tables.  Six  of  the 
nine  companies  in  this  category  saw 
their  return  on  equity  drop  noticeably 
below  their  five-year  averages.  Some 
very  noticeably — like  heaviest  loser 
Avon  Products,  whose  traditional 
door-to-door  business  continues  to 


find  fewer  women  at  home  when  the 
Avon  lady  rings  the  bell.  And  Revlon, 
whose  ROE  is  half  of  its  five-year  av- 
erage because  of  heavy  advertising 
and  flat  sales  for  most  of  1983.  The 
few  gains  in  ROE  by  Procter  &  Gam- 
ble, Gillette  and  Colgate-Palmolive 
were  overshadowed  by  such  declines. 

Overall,  this  category's  ROE  fell  in 
1983  to  15.2%,  from  17.7%  in  1982, 
even  though  the  median  for  all  indus- 
tries dropped  only  slightly,  to  12.6%, 
from  12.7%. 

Net  profit  margins,  clustered  for 
the  most  part  below  7.4%  (except  for 
IFF's  traditionally  high  return  on 
sales),  also  dropped,  from  6.7%  in 
1982  to  6%,  even  as  the  all-industry 
margin  rose  slightly,  from  3.4%  to 
3.5%.  But  that  was  small  potatoes 
compared  to  what  happened  to  the 
five-year  earnings-per-share  average. 
That  figure  dropped  from  12%  in  1982 
to  8.5%.  The  all-industry  average  also 
dropped,  due  to  the  recession,  but  less 
precipitously — from  12.3%  to  9.4%. 

Are  there  any  bright  spots?  Body 
sprays — inexpensive  deodorant-fra- 
grance products  popular  in  Europe — 
are  being  introduced  by  Lever  Broth- 
ers, Gillette,  Carter-Wallace  and  Fa- 
berge.  Gillette's  Ryan  estimates  the 
category  could  produce  a  total  of  $70 
million  at  retail  in  1984. 

Otherwise,  the  world  of  lotions  and 
potions  is  not  pretty.  As  Roger  Shel- 
ley, Revlon's  vice  president  of  corpo- 
rate affairs  and  investor  relations, 
very  unhappily  summed  it  up:  "It's 
becoming  patently  obvious  that  it's  a 
matter  of  which  marketer  is  taking 
shares  from  other  marketers,  not  in- 
dustry growth  as  a  whole."  ■ 
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Profitability 

Growth 

Earnings 

Return  on  equity 

Return  on  total  capital 

Sales 

per  share 

latest 

debt/ 

latest 

net 

5-year 

5-year 

12 

equity 

5-year 

5-year 

12 

profit 

5-year 

5-year 

5-year 

5-year 

Company 

rank 

average 

months 

ratio 

rank 

average 

months 

margin 

rank 

average 

rank 

average 

ivon  Products 

1 

23.5% 

14.9% 

0.2 

1 

23.1% 

11.7% 

6.0% 

3 

12.1% 

7 

3.4% 

^hesebrough-Pond's 

2 

21.3 

19.2 

0.2 

3 

17.5 

16.3 

7.3 

2 

14.3 

1 

13.4 

ml  Flavors  &  Frag 

3 

21.3 

19.7 

0.0 

2 

20.1 

19.0 

14.5 

6 

9.7 

4 

10.4 

rocter  &  Gamble 

4 

19.7 

20.1 

0.2 

4 

15.4 

15.7 

7.0 

4 

11.3 

3 

11.8 

plette 

5 

18.7 

19.7 

0.4 

5 

13.9 

14.2 

6.5 

8 

8.3 

5 

8.5 

Kimberly-Clark 

6 

17.9 

12.0 

0.2 

6 

13.9 

9.5 

5.3 

5 

11.2 

2 

12.7 

prion 

7 

14.7 

7.6 

0.3 

7 

12.7 

6.4 

4.0 

1 

17.5 

6 

5.4 

lolgate-Palmolive 

8 

14.3 

15.2 

0.2 

8 

11.7 

12.6 

4.1 

9 

7.5 

8 

2.5 

jnerican  Cyanamid 

9 

11.5 

9.7 

0.3 

9 

8.9 

7.9 

4.3 

7 

9.4 

9 

1.8 

tidustry  medians 

18.7 

15.2 

0.2 

13.9 

12.6 

6.0 

11.2 

8.5 

ill-industry  medians 

15.1 

12.6 

0.4 

10.8 

8.6 

3.5 

12.4 

9.4 

Note:  Explanation  of  Yardsticks  calculations  on  page  38. 
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Domestic  cigarette  sales  may  be  trailing  off,  but 
even  in  a  bad  year  tobacco  profits  are  far  better 
than  anything  else  these  companies  buy  into. 


Tobacco 


By  John  Merwin 


T|  he  number  of  cigarettes  sold  in 
the  U.S.  declined  more  sharply 
than  ever  in  1983,  perhaps  by  as 
much  as  6% — nearly  40  billion 
smokes — according  to  year-end  esti- 
mates by  R.J.  Reynolds  Industries.  In 
1984  unit  sales,  at  best,  are  expected 
to  be  up  slightly.  Some  observers  sug- 
gest sales  may  be  down  again. 

For  the  better  part  of  two  decades 
tobacco  giants  have  been  preparing  for 
days  like  these  by  diversifying  into 
soft  drinks,  beer,  oil,  steak  sauce,  li- 
quor, food  processing,  insurance  and 
shipping.  Wall  Street  has  applauded 
them  for  these  efforts  all  the  way. 

Trouble  is,  the  harder  the  tobacco 
companies  try  to  diversify  away  from 
tobacco,  the  more  they  seem  to  earn 
selling  cigarettes.  Year  after  year  to- 
bacco majors  have  continued  to  earn 
the  major  share  of  their  considerable 
profits  from  cigarettes.  And  1983  was 
no  exception.  Philip  Morris'  cash  flow 
ran  about  $1.2  billion,  most  of  it  from 


cigarettes,  which  account  for  about 
60% of  its  assets.  About  half  of  Reyn- 
olds' $1.5  billion  cash  flow  stemmed 
from  tobacco  (30%  of  its  assets). 
Loews  (owner  of  Lorillard)  and  Ameri- 
can Brands,  Inc.,  respectively  the 
fourth-  and  fifth-largest  domestic 
cigarette  producers,  still  rank  among 
the  overall  profit  leaders  on  the  Forbes 
Yardsticks,  thanks  to  cigarettes.  And 
this  ranking  comes  despite  the  fact 
that  Loews  is  principally  an  insurance 
conglomerate,  while  American 
Brands  in  recent  years  has  channeled 
most  of  its  $445  million  annual  cash 
flow  into  nontobacco  businesses. 

In  fact,  things  are  so  bleak  in  tobac- 
co that  Philip  Morris,  which  puffed 
past  R.J.  Reynolds  to  become  the  na- 
tion's leading  cigarette  producer,  has 
been  spending  roughly  $500  million  a 
year  on  new  tobacco  production  fa- 
cilities and  high-speed  cigarette  roll- 
ing machines.  Number  two  Reynolds 
has  launched  a  ten-year,  billion-dollar 
capital  improvement  program  for  its 
tobacco  operations. 


Now,  granted,  even  cash  cows  have 
to  be  fed  now  and  then.  But  these  are 
big  numbers.  Have  PM  and  RJR  lost 
their  heads,  throwing  such  good  mon- 
ey into  an  obviously  shrinking  busi- 
ness? Hardly.  Companies  like  PM  and 
RJR  haven't  usually  topped  20%  on 
the  Forbes  return  on  equity  Yard- 
sticks below  by  making  foolish  in- 
vestments, at  least  not  in  tobacco. 

Fact  is,  if  you  have  the  market 
share,  there's  no  business  like  a  ma- 
ture or  even  a  shrinking  business — if 
it's  shrinking  this  slowly,  and  this 
lucratively. 

In  fact,  reports  of  tobacco's  death 
may  be  greatly  exaggerated.  Suppose, 
at  the  worst,  U.S.  cigarette  sales  in 
1984  slip  to  590  billion  smokes,  from 
about  600  billion  in  1983.  One  reason 
for  last  year's  decline  undoubtedly  is 
the  unusually  sharp  federal,  state  and 
local  tax  increases  tacked  on  in  1983. 
That  helped  drive  up  the  price  of  a 
pack  of  cigarettes  about  25%,  depend- 
ing on  retail  location.  At  most  stores 
prices  topped  a  dollar  a  pack.  Given  so 


Tobacco 


Yardsticks  of  management  performance 


Profitability 

Growth 

Earnings 

Return  on  equity 

Return  on  total  capital 

Sales 

per  share 

latest 

debt/ 

latest 

net 

5-year 

5-year 

12 

equity 

5-year 

5-year 

12 

profit 

5-year 

5-year 

5-year 

5-year 

Company 

rank 

average 

months 

ratio 

rank 

average 

months 

margin 

rank 

average 

rank 

averagi 

Philip  Morris 

1 

23.7% 

23.7% 

0.9 

3 

13.1% 

12.4% 

6.8% 

1 

18.6% 

3 

18.2% 

Loews 

2 

22.5 

22.2 

0.5 

4 

12.6 

14.1 

5.8 

3 

11.9 

1 

21.8 

American  Brands 

3 

22.1 

19.5 

0.2 

1 

16.5 

15.2 

5.6 

4 

8.6 

4 

18.0 

R  J  Reynolds  Inds 

4 

20.1 

16.1 

0.3 

2 

14.6 

11.5 

5.6 

2 

16.0 

5 

10.9 

Culbro 

5 

17.1 

7.2 

0.5 

5 

10.7 

7.0 

1.4 

5 

3.7 

2 

19.1 

Industry  medians 

22.1 

19.5 

0.5 

13.1 

12.4 

5.6 

11.9 

18.2 

All-industry  medians 

15.1 

12.6 

0.4 

10.8 

8.6 

3.5 

12.4 

9.4 

Note:  Explanation  of  Yardsticks  calculations  on  page  38. 


222 


FORBES,  JANUARY  2,  1984 


FC 


extraordinary  a  price  hike,  the  decline 
in  unit  sales  in  1983  may  have  been 
only  a  momentary  dip,  rather  than  the 
beginning  of  a  long-term  decline. 

Certainly,  those  manufacturers 
with  commanding  market  shares 
don't  sound  worried.  Frequent  price 
increases  generally  cover  inflation, 
and  when  you're  selling  600  billion 
cigarettes  a  year,  the  leverage  of  a 
little  price  hike  is  tremendous.  Says 
Philip  Morris  Chairman  George 
Weissman,  "On  a  dollar  base  per  pack, 
if  prices  are  increased  3%,  that's  only 
three  cents  to  the  consumer.  But  to 
manufacturers  it's  a  billion  dollars  in 
available  profit.  So  even  if  cigarette 
sales  drop  to  590  billion  or  580  billion, 
we're  talking  minuscule  changes." 

Reynolds  Treasurer  John  Dowdle 
points  out  that  real  earnings  gains  in 
tobacco  come  by  increasing  produc- 
tion efficiences  and  market  share. 
Twenty  years  ago  machines  rolled 
only  1,200  cigarettes  per  minute.  To- 
day's state-of-the-art  machines  spew 
out  8,000  a  minute.  That's  one  reason 
cigarette  operating  earnings  run  about 
15%  to  20%  of  sales. 

Despite  Wall  Street's  concern  about 
the  future  of  tobacco,  companies  such 
as  Reynolds  and  Philip  Morris  are  still 
reaching  for  more  market  share. 
Blessed  with  megabrands  like  Win- 
ston and  Marlboro,  they  enjoy  distri- 
bution efficiencies  that  smaller  tobac- 
co players  can't  match. 

Why  go  to  that  effort  in  an  industry 
that  has  limited  growth  at  best?  Be- 
cause the  market  leaders  are  planning 
to  live  off  market  stragglers  and  the 
faint  of  heart.  Take  Philip  Morris,  the 
purest  of  the  major  tobacco  compa- 
nies, with  60%  of  its  assets,  67%  of 
sales  and  90%  of  operating  profits  in 
tobacco.  Says  PM  Chairman  Weiss- 
man,  with  a  confident  drag  on  a  Play- 
ers cigarette:  "If  anybody  gets  discour- 
aged with  tobacco,  we  will  take  on 
their  share  of  market,  their  unit 
growth  and  their  everything  else." 
Weissman  continues:  "Look,  in  1964 
cigarettes  were  selling  for  about  28 
cents  a  pack.  Now  they  cost  3  or  4 
times  that,  and  our  industry  is  still 
selling  25%  more  cigarettes.  That 
isn't  a  brilliant  record,  but  it  isn't  a 
bad  one,  either."  Another  point  worth 
noting:  Even  though  domestic  sales 
are  down,  foreign  consumption  con- 
tinues to  move  up,  which  bodes  well 
for  U.S.  tobacco  companies,  especial- 
ly if  the  dollar  weakens. 

Companies  with  smaller  market 
share  take  a  different  approach.  In  ef- 
fect, they  are  borrowing  from  tomor- 
row in  tobacco,  betting  that  diversifi- 
cations will  make  up  for  sliding  or 


stagnant  cigarette  market  shares. 
American  Brands  has  been  among  the 
most  aggressive  advocates  of  invest- 
ing tobacco  cash  flow  outside  the  in- 
dustry. Last  year  the  company  spent 
about  $550  million  on  acquisitions, 
while  its  tobacco  capital  expenditures 
totaled  only  $54  million.  Of  its  nonto- 
bacco  businesses,  insurance,  liquor 
and  food  products  have  shown  the 
best  returns.  Recently  American 
Brands  struck  a  deal  to  acquire  South- 
land Life  Insurance  for  $352  million, 
an  amount  roughly  equal  to  a  year  of 
domestic  tobacco's  operating  profits. 

For  companies  with  stronger  mar- 
ket share,  however,  diversification  re- 
mains a  mixed  blessing,  at  best.  While 
Reynolds  enjoys  good  returns  in  oil, 


its  8%  operating  margin  in  food  and 
beverages  pales  beside  tobacco's  14%. 
Reynolds,  which  sees  itself  as  a  $13 
billion  consumer  packaged  goods 
manufacturer,  is  struggling  with  low 
margins  in  its  Del  Monte  division.  "I 
don't  think  we  can  change  the  funda- 
mentals of  the  processed  food  busi- 
ness," explains  Dowdle,  "but  we  can 
use  it  as  a  building  block  to  move  into 
higher- value-added  food  businesses." 
The  idea:  Del  Monte  will  become  the 
conduit  for  Reynolds'  higher-mar- 
gined liquor,  wine  and  grocery  prod- 
ucts, acquired  15  months  ago  in  RJR's 
$1.6  billion  purchase  of  Heublein. 

Philip  Morris'  Weissman  says  he  is 
willing  to  accept  lower  nontobacco 
returns  "to  keep  an  anchor  to  wind- 


The  smokes  with  no  name 


Tlhe  most  surprising  develop- 
ment in  cigarette  marketing  last 
year  was  the  continued  growth  of 
generics.  Generic  cigarettes,  which 
sell  for  $2  a  carton  less  than 
"branded"  smokes,  are  simply  la- 
beled "cigarettes"  or,  in  major  su- 
permarket chains,  bear  private  la- 
bels like  Safeway's  Scotch  Buy. 

Generic  smokes  emerged  four 
years  ago  after  major  supermarkets 
launched  broad  lines  of  generic 
goods — unbranded  packages  of 
peaches,  paper  towels  and  so 
forth — for  consumers  on  a  tight 
budget.  Supermarket  chains  fig- 
ured generic  cigarettes  might  sell, 
too,  and  they  were  right. 

After  the  first  three  years  generic 
cigarettes  captured  0.8%  of  the 
market.  That  may  not  seem  like 
much,  but  it's  considered  a  promis- 
ing start  in  the  tobacco  business, 
where  a  mere  1%  share  means 
$180  million  in  retail  sales.  Sur- 
veys now  indicate  that  in  1983  ge- 
neric sales  neared  a  2.5%  share, 
certainly  a  marketing  coup. 

Naturally,  executives  at  Philip 
Morris  and  R.J.  Reynolds  doubt  the 
staying  power  of  generic  cigarettes, 
assuming  the  recession  lifts.  After 
all,  Madison  Avenue  has  brain- 
washed consumers  into  thinking 
that  their  choice  of  cigarette  is  a 
strong  statement  about  what  kind 
of  person  they  are.  Smokers  of 
Marlboros,  for  example,  are  told 
that  they  are  saying,  "I'm  the  rug- 
ged individualistic  type,"  while 
those  who  puff  the  newer  Players 
are  supposedly  saying,  "I'm  a 
swinger."  Who  would  want  to 
make  the  cheapskate  statement  of 


plopping  down  a  pack  of  less  ex- 
pensive Scotch  Buy  smokes  at  the 
local  tavern?  Answer:  more  people 
than  anyone  suspected. 

Happiest  about  the  generics'  suc- 
cess is  Liggett  &  Myers,  a  onetime 
cigarette  powerhouse  that  faded 
with  its  old-line  brands,  L&JV1, 
Lark  and  Chesterfield.  Today  near- 
ly all  of  the  country's  generic  ciga- 
rettes are  rolled  in  Liggett's  Dur- 
ham, N.C.  factory.  Buoyed  by  ris- 
ing generic  sales,  Liggett  is  now 
test-marketing  two  new  nongen- 
eric  brands  and  is  even  trying  to 
revive  the  once-strong  L&M  fran- 
chise. That's  a  tall  order  for  Lig- 
gett, which  even  with  generics  has 
only  a  4.2%  toehold  in  the  ciga- 
rette marketplace.  Nevertheless, 
Liggett  Marketing  Vice  President 
Hal  Grant  says  the  company's  par- 
ent, London-based  conglomerate 
Grand  Metropolitan,  is  pleased 
with  Liggett's  revival  and  is  back- 
ing the  company  with  all  the  dol- 
lars it  needs.  And  Grand  Metro- 
politan, which  makes  part  of  its 
living  making  book  at  the  race- 
tracks, ought  to  know  a  good  bet 
when  it  sees  one. 

Smokers  try  Liggett's  generics 
initially  because  of  the  20-cents-a- 
pack  saving,  says  marketing  direc- 
tor James  Dowd,  then  stick  with 
them  when  they  discover  the  qual- 
ity is  up  to  that  of  regular  brands. 
But  what  about  the  absence  of  "im- 
age" or  "personal  message"  when 
smoking  generics?  Says  Dowd, 
"Generic  smokers  are  making  a 
personal  statement,  all  right:  'I 
don't  have  to  subsidize  bill- 
boards.' "— J.M. 
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ward."  In  order  to  invest 
in  both  tobacco  and  di- 
versification, PM  carries 
$3  billion  in  long-term 
debt.  Weissman  bristles 
at  suggestions  that  PM's  $2  billion 
investment  in  Miller  Brewing,  with 
its  wobbly  5%  operating  margins,  has 
done  little  for  the  company:  "Our  en- 
tire investment  in  beer  at  this  point  is 
under  $500  million  on  the  intracom- 
pany  account  because  of  Miller's 
earnings  flow,  depreciation  and  tax 
credits.  And  this  year  we'll  make  over 
$100  million  in  beer." 


But  what  about  the  $500  million 
PM  sank  into  Seven-Up  that  is  return- 
ing almost  nothing?  Dr  Pepper,  which 
is  in  similar  shape,  is  on  the  block.  "I 
don't  know  if  we  can  make  Seven-Up 
work,"  Weissman  says.  "It  depends 
on  the  extent  to  which  Coca-Cola 
wants  to  drive  out  everybody  else  and 
also  on  who  has  the  staying  power." 
PM  has  staying  power,  but  is  it  worth 
the  trouble? 

Why  not  reinvest  that  billion-dol- 
lars-plus cash  flow  in  tobacco  direct- 
ly, or  at  least  indirectly,  by  buying 
back  the  company's  relatively  cheap 


stock,  selling  recently  at  10  times 
earnings?  Wouldn't  that  $2  billion  in- 
vested in  Miller  over  the  last  13  years 
have  brought  a  better  return  in  T 
bills?  "We  are  operating  people," 
Weissman  says.  "We  are  not  bankers. 
We  are  not  money  market  swingers 
like  Baldwin-United,  which  had  a 
lovely  piano  business.  Sometimes  we 
may  not  act  in  the  shareholders'  best 
short-term  interests.  But  anyone  who 
looks  at  the  company's  20-year  record 
will  see  that  in  the  long  term  we  have 
acted  in  their  best  interest." 
It's  hard  to  quarrel  with  that.  ■ 


Glass  is  out,  plastics  are  in — as  long  as  the  price 
of  oil  stays  as  depressed  as  it  is.  Meanwhile, 
shifting  assets  is  costly  for  the  packagers. 


Packaging 


By  Ellen  Paris 


Remember  the  party  scene  in  the 
1967  film  The  Gradiuite  in 
which  a  well-intentioned  ex- 
ecutive gives  some  career  advice  to 
young  Dustin  Hoffman:  "Plastics!"  ? 

Well,  we  have  come  full  circle  since 
the  late  Sixties.  With  the  price  of  oil 
depressed  at  the  moment,  petro- 
chemical-based plastics  are  once 
again  returning  to  haunt  packaging 
companies  still  dependent  on  glass.  In 
the  all-important  soft-drink  market, 
glass  dropped  from  a  near  60%  of  the 
market  in  1977  to  around  44%  today 
and  is  still  falling.  At  the  same  time 
plastics  has  climbed  from  virtually  nil 
in  1977  to  about  22%  today. 

"We  think  plastic  has  preference 
over  glass  today,  and  we  don't  want  to 
fight  the  trend,"  says  Robert  Lanigan, 
president  of  Owens-Illinois,  often 
dubbed  a  pale  blue  chip  because  of  its 
persistently  anemic  profitability.  As 
the  nation's  largest  glassmaker,  O-I's 
five-year  average  ROE  at  8.6%  has 
barely  kept  pace  with  inflation.  In 
1983  Lanigan  established  a  $28  mil- 
lion aftertax  reserve  against  costs  of 
closing  a  portion  of  O-I's  glass  capac- 
ity. He  will  concentrate  instead  on 
expanding  the  company's  plastics  di- 


vision, which  makes  plastic  contain- 
ers for  the  food,  cosmetics,  pharma- 
ceutical and  beverage  industries  and 
which  will  account  for  25%  of  O-I's 
business  in  1984,  vs.  16%  the  year 
before. 

The  same  costly  asset  redeploy- 
ment is  happening  at  most  other  glass 
companies  on  the  Yardsticks  rank- 
ings. Once  highly  profitable  Brock- 
way,  Inc.  (NY) — based  in  Brockway, 
Pa.  and  one  of  the  country's  largest 
glassmakers — with  around  80%  of  its 
sales  tied  to  glass,  has  earned  on  aver- 
age just  7.3%  on  shareholders'  equity 
over  the  last  five  years.  Take  out  infla- 
tion and  you  get  red  ink.  In  1983  it 
earned  no  more  than  4.5% — as  pitiful- 
ly inadequate  as  the  interest  on  your 
savings  account.  Clobbered  over  the 
last  few  years  when  its  major  custom- 
er, Miller  Brewing,  began  switching 
more  of  its  premium  beer  packaging 
from  glass  bottles  to  cans,  Brockway 
threw  in  the  towel.  Not  only  has  it 
closed  and  written  off  a  glass  bottle 
plant  in  Washington,  Pa.,  it  is  being 
very  selective  rebuilding  its  glass- 
making  furnaces.  It  is  redirecting 
some  of  its  cash  flow  to  its  profitable 
commuter  airline  division,  including 
Crown  Airways,  Clinton  Aero  and  Air 
North,  which  serve  several  northeast- 


ern markets.  That's  spelled  defeat. 

It's  the  same  story  at  ever-mediocre 
Anchor  Hocking.  Management 
cashed  in  its  chips  last  year  and  sold 
its  glass  container  operation  in  a  lev- 
eraged buyout  to  Wesray  Corp.  Some 
of  the  proceeds  were  used  to  pay  off 
short-term  debt.  Anchor  Hocking 
President  and  CEO  J.  Ray  Topper  is 
undecided  about  what  he  will  do  with 
the  rest  of  the  $52  million  in  cash. 
"We  kept  throwing  money  back  into 
glass,"  explains  Topper,  belaboring 
the  obvious,  "but  it  wasn't  throwing 
off  enough  cash." 

So  why  is  Ball  Corp.  hanging  right 
in  there  at  the  top  of  the  industry 
Yardsticks?  Everyone  knows  that  Ball, 
as  in  Ball  jar,  is  a  glassmaker.  Yet  there 
it  is  with  an  unbeatable  12-month 
return  on  equity  of  16.2%,  nearly  three 
times  the  packaging  industry  median. 
The  answer,  of  course,  is  that  Ball  saw 
plastics  coming  and  did  something 
about  it.  For  several  years  Ball  has  been 
diversifying  away  from  glass  and  into 
the  aerospace  industry.  Ball  supplies 
technical  products,  like  satellites, 
electro-optical  sensors  and  antennas 
to  NASA  and  the  military.  The  com- 
pany also  provides  copperplated  zinc 
blanks  to  the  federal  mint,  which 
turns  them  into  pennies.  In  this  niche, 
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Ball  is — figuratively  and  almost  liter- 
ally— coining  money. 

Niche-hunting  also  explains  the 
successes  of  New  Hampshire-based 
i  Tyco  Laboratories  and  Sonoco  Prod- 
ucts. Tyco  makes  automatic  fire 
sprinkler  devices,  printed  circuit 
boards,  underwater  communications 
cable  and  flexible  packaging  materi- 
als. Sonoco  is  a  specialty  producer  of 
composite  cans,  plastic  grocery  sacks 
and  wooden  spools  for  wire  and  cable. 
If  that  sounds  boring,  note  that  Son- 
oco, with  very  little  debt,  earned  over 
14%  on  shareholders'  equity  last  year, 
second  only  to  Ball. 

For  the  big  packaging  companies, 
with  so  much  of  their  assets  commit- 
ted to  glass,  the  plastics  challenge  is 
no  joke.  The  assault  began  in  a  small 
way  after  World  War  II  in  stopett  de- 
odorant packages,  and  in  the  early  Six- 
ties gained  momentum  in  the  bleach 
market.  But  it  really  gathered  force  in 
1977,  when  the  two-liter  PET  (poly- 
ethylene terephthalate)  bottle,  aimed 
at  soft  drinks,  was  introduced. 

Prior  to  the  introduction  of  the  PET 
j  bottle,  Monsanto  in  1973  came  out 
I  with  a  plastic  soft-drink  bottle.  It  was 
imade  with  a  material  called  Lopac, 
I  which  was  believed  to  contain  possi- 
ble cancer-causing  agents.  It  was  sub- 
sequently taken  off  the  market.  The 
PET  bottle  was  developed  using  a  dif- 
ferent resin  that  has  not  caused  any 
!  problems  with  the  FDA.  The  PET  bot- 
I  tie  protects  against  light  and  climatic 


changes;  however,  all  the  printing  is 
done  on  an  attached  label  and  not 
directly  on  the  bottle.  From  nothing, 
two-liter  PET  bottle  shipments  rose 
to  about  500  million  units  in  1978, 
and  to  2.5  billion  in  1982. 

There  are  signs  of  overcapacity  in 
the  two-liter  PET  market:  Prices  have 
been  soft.  But  the  fact  remains  that 
Dorsey  Corp.  (sales:  $450  million), 
which  has  been  able  to  hang  on  to 
about  30%  of  that  market,  earned 
nearly  14%  on  equity  in  the  latest  12 
months.  That's  an  impressive  im- 
provement on  its  five-year  average  and 
better  than  twice  the  industry  average. 

The  new  bottle  laws  are  yet  another 
headache  for  glassmakers.  In  New 
York  State,  retailers  must  now  charge 
a  minimum  five-cent  deposit  on  every 
soft-drink  or  beer  container  sold.  The 
retailers  must  then  refund  that  nickel 
on  every  container  brought  in.  This  is 
a  major  headache  for  the  retailers, 
who  must  inventory  the  old  contain- 
ers. To  ease  the  pain,  they  can  be 
expected  to  stock  lighter-weight  cans 
and  plastics  that  don't  break — in 
place  of  glass,  which  does. 

Plastics  have  been  less  successful 
competing  with  metal  cans.  In  the 
soft-drink  market  in  1983,  plastics' 
22%  market  share  pared  that  of  metal 
cans  from  30%  in  1977  to  26%. 

This  could  change,  however.  In 
1981,  Dorsey  began  shipping  a  half- 
liter  (16.9  ounce)  PET  bottle.  This 
would   undoubtedly   have  chipped 


away  at  both  glass  and  cans  had  it  not 
been  for  production  snags  that  kept  its 
price  around  20%  above  glass'  price. 
But  most  of  the  production  problems 
have  been  worked  out,  and  the  small- 
er PETs'  volume  should  increase  in 
1984.  Again,  the  company  to  watch  is 
little  Dorsey,  which  has  50%  of  the 
half-liter  PET  market. 

Although  Owens-Illinois  has  a 
chunk  of  the  PET  market,  for  the 
most  part  the  old-line  companies  find 
themselves  out  in  the  cold,  sweating 
off  uneconomic  assets.  Continental 
Group,  which  over  the  last  five  years 
earned  a  respectable  12.5%  return  on 
equity,  has  unloaded  $1  billion  worth 
of  assets  over  the  last  two  years.  "We 
have  finished  cutting  the  barnacles  off 
our  hull  and  we're  ready  to  set  sail," 
says  Continental  Chairman  and  CEO 
Bruce  Smart.  Also  in  CG's  writeoffs 
was  its  two-liter  PET  bottlemaking 
business,  allegedly  because  Smart 
thinks  the  PET  bottle  has  already 
reached  the  saturation  point.  Conti- 
nental, says  Smart,  will  concentrate 
on  more  specialized,  and  less  com- 
petitive, plastic  products  like  house- 
hold and  food  containers.  Smart  also 
plans  to  expand  Continental's  grow- 
ing life  insurance  subsidiary,  which 
has  over  $1.7  billion  in  assets. 

Heavily  leveraged  American  Can, 
with  a  dismal  4.3%  five-year-average 
return  on  equity  on  the  industry  Yard- 
sticks, is  also  redeploying  assets — for 
obvious  reasons.  It  is  concentrating 
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1  on  multilayer  plastic 
I  bottles  for  such  custom- 
jVlJ  ers  as  Heinz  ketchup. 
ji  American  also  produces 
laminated  tubes  for 
toothpaste,  and  has  begun  marketing 
chewing-gum-in-a-tube,  Pubble  Gum, 
for  Wrigley.  But  don't  expect  over- 
night growth.  However,  says  Dave 
Parker,  executive  vice  president  in 
charge  of  American  Can's  $2.2  billion 
packaging  business:  "We  are  looking 
at  the  medical  and  pharmaceutical 
areas  for  immediate  growth."  Mean- 
while, recently  appointed  Wall  Street- 
bred  Vice  Chairman  Gerald  Tsai  Jr. 
has  been  adding  to  American's  trendy 
financial  services  segment  (see 
Forbes,  Sept.  12,  1983),  and  major  ac- 
quisitions outside  of  packaging,  fi- 
nanced by  the  sale  of  existing  assets, 


are  a  distinct  possibility. 

Compare  that  with  National  Can, 
which  for  the  last  five  years  has  a 
return  on  equity  three  times  that  of 
American  Can.  It  has  done  so  by 
sticking  to  and  improving  on  the 
packaging  businesses  it  knows. 
Trendy  acquisitions?  National  Chair- 
man and  CEO  Frank  W.  Considine 
paid  a  rock  bottom,  below  book  $58 
million  for  four  glassmaking  plants 
from  Kerr  Glass  in  September.  After 
all,  the  price  of  oil,  and  hence  plastics, 
won'<t  necessarily  stay  depressed  for- 
ever. Around  50%  of  the  Kerr  plants' 
capacity  was  dedicated  to  Anheuser- 
Busch.  National  expects  to  sustain 
those  sales  levels.  A  natural  for  Na- 
tional, which  already  did  a  substantial 
can  business  with  Anheuser.  Says 
Considine:  "We  figured  that,  since 


many  are  deemphasizing  glass,  now  is 
the  time  to  buy  in."  Considine  is  bet- 
ting that  a  declining  commodity  mar- 
ket becomes  in  time  a  specialty  mar- 
ket. "We  see  beer  as  the  last  beverage 
to  go  plastic,"  he  says. 

Considine  may  be  right.  But  for 
now  the  advance  of  plastics  looks  un- 
beatable. Plastics  captured  a  large  seg- 
ment of  the  edible  oils  markets  last 
year.  Next  is  booze:  Jim  Beam  recent- 
ly began  offering  consumers  in  New 
Jersey,  Nevada  and  Arkansas  bourbon 
in  a  1 .75-liter  plastic  bottle  from  Con- 
tinental Group.  Several  California 
vintners  are  testing  wine  in  three-  and 
four-liter  plastic  jugs.  "Plastics,"  says 
Merrill  Lynch's  Palm,  repeating  The 
Graduate's  exec,  "has  the  potential  to 
take  over  everything." 

For  a  while,  anyway.  ■ 


It  costs  more  and  more  money  to  stay  alive  in 
the  wholesaling  game.  And  so  the  wholesalers 
dwindle  down. . . . 


Wholesaling 


By  Richard  Greene 


For  wholesalers  productivity 
isn't  meaningless  cant  that  is 
bandied  about  by  corporate  con- 
sultants who  really  don't  know  much 
about  running  a  business.  It  is  what 
you  do  when  you  need  to  survive.  In  a 
business  where  profit  margins  gener- 
ally run  around  1%,  there  isn't  much 
room  for  error. 

No  surprise,  then,  that  cost-cutting 
efforts  among  wholesalers  seem  to 
have  been  rewarded  in  1983.  It  was  a 
year  in  which  a  practically  nonexist- 
ent inflation  rate  for  food  products — 
certain  products  like  pork  and  chick- 
en even  saw  a  certain  amount  of  disin- 
flation— combined  with  5%  or  6%  in- 
creases in  costs  to  squeeze  many  food 
wholesalers.  "We're  dealing  in  small 
fractions  because  of  our  margins," 
says  Robert  Cohn,  chairman  of  CFS 
Continental.  "If  there  was  no  infla- 
tion in  product  line  or  operating  ex- 
penses, then  we'd  be  okay.  But  when 
operating  expenses  are  going  up  and 


Fleming  Cos. '  Oklahoma  City  warehouse 
An  electronic  umbilical  cord. 


the  products  you  sell  do  not.  ..." 

Yet  medians  on  both  return  on  eq- 
uity and  return  on  total  capital 
dropped  a  minimal  tenth  of  1%. 
While  a  few  firms,  notably  Farm 
House  Foods  and  its  51%-owned  Scot 
Lad  Foods — two  of  the  highest  debt- 
to-equity  ratios  in  the  industry — suf- 
fered greatly,  most  of  the  rest  emerged 
from  the  year  in  good  shape. 

A  quick  glance  at  1982's  industry 
rankings  shows  that  the  food  whole- 
salers racked  up  a  median  0.8%  net 
profit  margin,  the  exact  margin  the 
industry  showed  in  1983.  So,  al- 
though productivity  gains  in  this  in- 
dustry may  not  have  shown  them- 
selves with  crystal  clarity  this  past 
year,  they  were  there.  They  had  to  be, 
for  the  industry  to  make  up  that  extra 
5%  or  6%  in  costs. 

"The  security  analysts  see  a  falloff 
and  are  concerned,"  sums  up  Richard 
Harrison,  chairman  of  Fleming  Cos. 
"But  what  they  don't  realize  is  that 
the  bottom  line  has  improved  because 
the  real  dollar  gain  is  higher  today 
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than  it  was  a  year  ago.  A  5%  gain  on  a 
zero  rate  of  inflation  is  better  than  an 
11%  gain  and  10%  inflation." 

A  point  many  investors  and  more 
Wall  Streeters  carelessly  overlook. 
,  Somehow  it  takes  a  businessman  to 
i  home  in  on  the  difference  between 
i  taking  in  real  money  and  writing  up 
bookkeeping  profits. 

Meanwhile,  even  some  of  the  firms 
on  the  low  end  of  the  Forbes  Yard- 
sticks are  optimistic  about  next  year. 
Jack  Twyman,  chairman  of  Super 
Food  Services,  which  is  ninth  on  our 
list  based  on  five-year  return  on  equi- 
I  ty,  but  had  the  second-highest  return 
on  equity  for  the  latest  12  months, 
can  hardly  get  himself  to  talk  about 
1  anything  but  confidence:  consumer 
confidence,  retailer  confidence, 
wholesaler  confidence.  "We're  seeing 
I  reluctance  to  invest  at  retail  ebbing," 
he  says.  "While  our  customers  have 
put  off  capital  expenditures  over  the 
last  few  years,  they  feel  now  is  the 


Wholesalers 


time  to  expand  their  locations  and 
invest  in  the  future  of  their  business." 

Economic  recovery  seems  to  be  rip- 
pling through  the  types  of  items 
wholesalers  are  moving.  "It's  going 
from  the  lower-priced  products  to  the 
higher-value,  higher-quality  prod- 
ucts," says  Harrison,  whose  Fleming 
Cos.  is  a  $5  billion  food  wholesaler 
based  in  Oklahoma  City.  "From  the 
lower-priced  frozen  food  dinner  to  the 
higher-priced,  quality  frozen-food  din- 
ner; from  less  expensive  breads  to 
more  expensive  baked  goods." 

All  this  portends  higher  volume,  of 
course.  But  consumer  sentiments  are 
not  the  most  durable  evidence  of  good 
times  to  come.  Improved  labor  con- 
tracts may  be  a  somewhat  longer-last- 
ing bit  of  good  news  for  the  wholesal- 
ers. Contracts  signed  in  the  past  year 
or  so  promised  annual  increases  in  the 
neighborhood  of  4%,  compared  with 
almost  10%  only  three  years  ago. 
"That's  a  significant  insurance  policy 


for  the  future,"  says  Harrison  of  Flem- 
ing Cos.  "It's  our  single  largest  cost- 
saving  factor,"  agrees  Cohn,  of  bil- 
lion-dollar-plus CFS  Continental. 

Still,  after  getting  labor  to  accept 
lower  wage  increases,  the  next  pro- 
ductivity gains  are  somewhat  harder 
to  come  by.  And  a  recovering  econo- 
my is  not  enough  by  itself  to  spell 
success  in  this  business.  Think  about 
it.  If  a  firm  has  margins  of  1%  and  it 
can  pick  up  5%  of  real,  after-inflation 
growth,  it's  doing  pretty  well.  But  a 
0.1%  increase  in  its  margins  will 
bring  twice  that  much  profit  to  the 
bottom  line.  Clearly  the  route  to  real 
success  is  to  increase  margins  at  the 
same  time  as  revenues. 

For  most  wholesalers,  future  pro- 
ductivity gains  seem  to  lie  in  the  im- 
proved use  of  computers.  Inventory 
turnaround  is  critical,  and  wholesal- 
ers are  concerned  about  picking  up 
not  just  weeks  or  days,  but  hours.  To 
that  end,  most  of  the  large  wholesal- 
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Note:  Explanation  of  Yardsticks  calculations  on  page  38. 
D-P:  deficit  to  profit;  not  ranked    def:  deficit. 
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£  A  "v.     ers  have  installed  com- 
,     .        plcx   inventory  control 

ywiWVtlS,  comPuters;  not  only  in 
■  1 1  Ij  ■  their  own  operations, 
<^S11XnIk\{  )5Ut  jn  their  clients'  oper- 
ations as  well.  When  the  store  man- 
ager at  your  local  supermarket  de- 
cides he  needs  to  order  Wheaties,  he 
doesn't  have  to  talk  with  anyone.  He 
just  waves  an  electronic  wand  over 
the  product  label  on  the  shelf,  and 
then  uses  the  telephone  lines  to  relay 
that  order  to  the  wholesaler.  With 
such  instantaneous  ordering  the 
wholesaler  can  anticipate  his  custom- 
ers' needs  much  more  effectively.  In 
addition,  he  doesn't  have  to  keep 
quite  as  much  in  stock  and  saves  on 
his  financing  expenses. 
There's  even  another,  less  obvious 


advantage  to  the  wholesalers  in  link- 
ing up  directly  with  their  customers: 
It  cements  the  marriage  between 
wholesaler  and  retailer.  Ten  years 
ago,  a  retailer  could  change  his  suppli- 
er at  the  drop  of  a  price.  Now,  howev- 
er, if  he's  put  all  sorts  of  time  and 
money  into  developing  an  electronic 
linkage,  he's  not  going  to  make  a 
switch  quite  so  frivolously. 

Trouble  is,  all  this  technology  is 
pretty  expensive,  especially  to  a  busi- 
ness where  even  a  giant  like  Super 
Valu  Stores  earns  under  $80  million. 
As  a  result,  the  shakeout  in  wholesal- 
ing continues,  since  small  companies 
cannot  stay  competitive  and  large 
firms  are  only  too  glad  to  grab  up 
more  market  share. 

The  numbers  are  staggering:  In  the 


last  ten  years,  the  number  of  whole- 
salers able  to  serve  the  supermarket 
industry  has  gone  from  some  1,000 
firms  to  only  about  400  according  to 
Walter  Heller,  research  director  of 
Progressive  Grocer,  a  trade  journal.  Says 
Cohn,  "The  ongoing  move  toward 
consolidation  is  directly  related  to  the 
financial  capabilities  of  small  compa- 
nies. If  we  invest  half  a  million  in 
software  programs,  we  can  amortize 
that  over  a  billion  in  sales.  It's  pretty 
hard  to  invest  half  a  million  when 
you're  only  doing  $8  million  in  sales." 

"I  get  calls  almost  on  a  daily  basis," 
says  Fleming's  Harrison,  an  active 
buyer  of  wholesaling  operations, 
"from  smaller  wholesalers  who  just 
can't  make  the  investment  to  stay 
competitive."  ■ 


Return  on  equity,  the  Forbes  Profit- 
ability Yardsticks  show,  declined  in 
the  latest  12  months  against  the  five- 
year  averages  for  most  major  and  re- 
gional chains,  including  four  of  the 
top  five  majors  and  all  the  top  five 
regionals.  The  problem  seems  to  be 
that  the  supermarket  chains  invest 
heavily  in  new  stores,  giant  stores 
selling  everything  from  corned  beef  to 
caviar,  from  jeans  to  jacksaws.  They 
need  huge  volumes  to  make  these 
properties  pay.  Since  a  new  store 
doesn't  create  more  volume  per  se — 
nobody  eats  more  because  Safeway 
opens  a  store  in  the  neighborhood — it 
means  business  must  be  gotten  by 
luring  customers  from  older  stores, 
and  cutting  prices  is  the  easiest  way. 

It  can  work.  Stop  &  Shop  stores  in 
Connecticut  were  giving  away  a  can 
of  tuna  fish  and  a  roll  of  paper  towel- 
ing with  every  order  of  $7.50  or  more. 
Stop  &  Shop  also  recorded  an  impres- 
sive profit  surge,  running  22.3%  re- 
turn on  equity  in  the  latest  12 
months,  against  a  17.1%  five-year  av- 
erage. But  the  price  wars  last  year 


Vicious  circle:  The  supermarket  chains  build 
bigger  stores,  which  need  more  volume,  which 
means  cutting  prices,  which  then  crimps  profits. 


Supermarkets 


By  Richard  Greene 


If  you  eat,  the  good  news  is  that 
food  prices  went  up  only  1%  for 
the  12  months  ending  in  October, 
about  one-third  the  percentage  in- 


crease in  the  Consumer  Price  Index.  If 
you  follow  the  supermarket  business, 
the  bad  news  is  that  one  of  the  reasons 
for  the  small  price  jump  in  food  is  that 
supermarket  owners  held  down 
prices,  which  cost  them  profits. 


front  window  of  a  New  York  supermarket 

"You  cut  prices  to  meet  someone  else,  and  .  .  .  you're  down  the  sewer." 
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generally  are  blamed  for  the  relatively 
poor  showings  in  the  industry. 

That  is  not  to  say  that  there  were 
many  disasters  in  the  industry  in 
1983.  Industry  medians  were  down 
only  slightly,  with  a  fair  number  of 
success  stories  to  be  found.  A&P 
seems  to  be  turning  around  again,  al- 
though poor  past  performance  keeps 
it  in  its  now-traditional  spot  at  the 


bottom  of  the  Forbes  rankings.  Amer- 
ican Stores  jumped  from  fourth  place 
to  first  on  the  list,  as  its  combination 
stores,  which  emphasize  nonfood 
items,  helped  push  up  margins.  At  the 
same  time,  Lucky  Stores,  the  $8  bil- 
lion (sales)  California-based  chain, 
saw  its  return  on  equity  for  the  latest 
12  months  jump  from  16.5%  in  1982 
to  a  healthy  21.1%  in  1983. 


Ironically,  only  a  year  ago  Warren 
McCain,  chief  executive  officer  of  Al- 
bertson's, a  major  chain  headquar- 
tered in  Boise,  said:  "All  the  retailers 
are  a  little  smarter  now,  and  I  guess 
none  of  them  can  afford  the  price  wars 
of  the  past."  That  may  have  applied  to 
Albertson's,  but  McCain  was  wrong 
as  far  as  the  industry  was  concerned. 
That's  because  of  the  pressure  that 
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has  been  building  for 
several  years  now  with 
the  emphasis  on  larger 
and  larger  stores.  Five 
years  ago  the  average  su- 


permarket was  25,000  square  feet.  To- 
day the  average  is  more  like  32,000. 
Kroger's  latest  prototype  is  45,000. 
The  game  then  becomes  one  of  grab- 
bing volume  away  from  your  compe- 
tition, which,  as  noted,  inevitably 
leads  to  price-cutting. 

What's  more,  the  $6  million-to- 
build  superwarehouse  store,  up  to 
60,000  square  feet  and  boasting  little 
service  and  the  lowest  prices,  sets  off 
violent  price  competition  wherever  it 
appears.  When  Super  Valu  Stores,  a 
food  wholesaler,  opened  one  of  these 
warehouse  stores,  dubbed  a  Cub 
Foods  store,  in  Green  Bay,  Wis.,  15 
other  supermarkets  closed  within  a 
few  months,  according  to  Robert 
Grottke,  of  Arthur  Andersen,  who  fol- 
lows the  industry. 

"The  problem  of  grocery  retailers 
seems  to  be  that  they  overreact  to 
competitive  situations,"  says  Wallace 
Iott,  chairman  of  Seaway  Food  Town. 
Of  course,  anyone  who  doesn't  react 
might  be  out  of  business,  too.  "People 
cut  prices  to  meet  you,  and  you  cut 
prices  to  meet  someone  else,  and  pret- 


ty soon  you're  down  the  sewer.  It 
boils  down  to  the  fact  that  th"e  border- 
line store  which  is  tightly  financed 
will  be  hurt  in  these  battles." 

California-based  Thriftimart,  a 
$503  million  (sales)  firm  with  half  its 
sales  in  supermarkets  and  half  in  food 
wholesaling,  is  considering  getting 
out  of  the  retail  business.  "In  this 
market  over  the  last  two  years  it's 
been  almost  exclusively  a  price  war," 
says  Roger  Laverty  III,  the  company's 
vice  president.  "In  the  areas  of  adver- 
tising and  operating  efficiencies  we 
cannot  possibly  match  the  100-store 
chains.  It's  been  very  tough  for  us,  and 
we  feel  we  should  be  concentrating  on 
the  other  end  of  our  business." 

One  answer  to  the  price  war  has 
been  to  sell  higher-priced  or  higher- 
quality  goods — bakeries,  fish  depart- 
ments or  gourmet  foods,  all  within 
the  supermarket.  "Whether  custom- 
ers are  from  high  income,  middle  in- 
come or  low  income,  they  like  the 
idea,"  says  Alvin  Dobbin,  senior  vice 
president-operations  for  Giant  Food,  a 
Washington,  D.C.  chain  that  emerged 
from  some  vicious  competition  a  cou- 
ple of  years  ago  with  its  market  share 
up  from  32%  to  40%. 

The  difficulties  begin  when  you 
have  to  man  these  upscale  counters. 


Bottle  babies 


Says  one  East  Coast  supermarket  ex- 
ecutive: "The  problem  with  a  high-l 
service  store  is  that,  for  every  incre- 
mental dollar  of  sales,  you  also  have! 
an  incremental  cost  to  achieve  it  J 
These  stores  have  added  an  expensive) 
labor  component  to  these  operations) 
and  I  think  they'll  start  retrenching."1 

"If  you  can  generate  enough  vol4 
ume  and  price  properly  you  can  cover 
cost,"  replies  Giant's  Dobbin.  "It's 
not  inexpensive,  but  it's  the  kind  ofl 
thing  that  can  generate  volume." 

Why  the  different  approaches?  Be- 
cause the  marketplace  is  changing 
quickly  and  there  may  be  no  single 
way  to  deal  with  the  change.  Iott  of 
Seaway  Food  Town,  for  example, 
says:  "With  so  many  women  working,, 
we  find  a  lot  more  men  shopping  than 
normal,  which  we  don't  like.  Men 
have  a  tendency  to  buy  what  their: 
wives  tell  them  to  buy.  Women  are 
better  impulse  shoppers.  The  best: 
shopper  is  a  man,  wife  and  children. 
The  kids  might  throw  a  box  of  candy 
or  cereal  in  the  cart,  and  the  husband 
throws  in  a  six-pack  of  beer  and  a 
salami.  But  the  man  on  his  own  fol- 
lows the  shopping  list." 

Is  that  really  true?  Who  can  tell? 
What  is  certain  is  that  people  have  to 
eat.  After  that,  it's  anybody's  game.  ■ 


Iast  fall  New  York  became  the 
I  ninth  state  to  pass  a  so-called 
bottle  bill,  which  requires  a  depos- 
it on  all  cans  and  bottles  for  soft 
drinks  and  beer  purchased  in  the 
state.  The  environmentalists  re- 
joiced. Now,  they  hope,  New  York 
will  be  a  cleaner  place,  as  an  incen- 
tive is  created  to  keep  old  bottles 
and  cans  from  littering  the  streets 
and  sidewalks. 

But  New  York  City's  supermar- 
kets aren't  rejoicing.  "It's 
a  disaster,"  says  Howard 
Tisch,  executive  secretary 
of  the  Greater  New  York 
Metropolitan  Food  Coun- 
cil. "There's  time  re- 
quired for  the  sorting  pro- 
cedure, the  bottles  take  a 
substantial  amount  of 
space,  and  you  have  sani- 
tary problems." 

Still,  the  storemen  are 
complaining  about  some- 
thing they  used  to  do  with- 
out complaint.  Before  the 
creation  of  no-return  bot- 
tles, most  containers  were 
returned.  The  retailers'  an- 


swer: Bottle  sorters  didn't  cost 
$5.50  an  hour  in  the  old  days. 

For  every  bottle  or  can  re- 
deemed— and  there  were  over  3  bil- 
lion containers  sold  last  year  in 
metropolitan  New  York — a  store 
gets  back  1.5  cents  from  the 
bottler.  The  supermarkets  say  it 
costs  them  more  like  3  cents  to 
redeem  each  bottle  or  can.  If  that 
sounds  like  small  change,  look  at 
one  New  York  retailer,  Shopwell, 


Carting  off  returned  bottles  and  cans 
1.5  cents  a  bottle  is  hardly  enough. 


which  has  64  stores  in  New  York 
and  Connecticut,  another  bottle- 
bill  state.  Shopwell  says  it  redeems 
about  800,000  containers  a  week, 
which  amounts  to  over  40  million 
a  year.  Multiply  that  times  a  penny 
and  a  half  per  container  and  you 
have  a  cost  to  the  chain  of 
$600,000,  and  Shopwell  earned 
only  about  $1.4  million  in  1983's 
first  three  quarters. 
Says  Glen  Rosengarten,  the 
firm's  chief  operating  offi- 
cer, "Everyone  loses  all 
the  way  around.  The  bev- 
erages ultimately  cost 
more  money  to  the  con- 
sumer. It's  a  dead  loss  to 
us,  and  a  real  economic 
burden." 

But  then,  possibly,  Mr. 
Rosengarten  never  got  a 
flat  tire  on  a  cold  winter's 
night  after  having  run 
over  a  beer  bottle  in  the 
street.  Bottle  laws  are 
probably  here  to  stay,  and 
retailers  would  do  well  to 
find  ways  to  cut  the  costs 
of  collection. — R.G. 
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"A  close  attention  to  your  shop  and  application 
to  business  will  always  secure  more  than  an 
equal  share  because  every  competitor  will  not 
have  those  qualities. " 


Retailing 


By  Howard  Rudnitsky 


If  1983  wasn't  the  best  of  times, 
it  was  a  reasonable  facsimile. 
Fueled  by  the  economic  recovery 
and  growing  consumer  confidence, 
dollar  sales  in  the  nation's  major  gen- 
eral retailing  chains  showed  gains  of 
15%  and  better  over  the  year  before. 


Better  yet,  the  dramatic  slowdown  in 
the  push  on  costs  and  lower  interest 
rates,  which  slashed  the  costs  of  car- 
rying inventory,  produced  a  profit  bo- 
nanza. The  median  returns  on  equity 
and  total  capital  in  the  last  12 
months,  the  Forbes  Yardsticks  show, 
were  running  more  than  10%  ahead  of 
the  five-year  averages  and  far  ahead  of 
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Selling  sofas  and  security1  at  Sears 
At  last,  all  systems  go! 


all  industry  performance.  And  the  end 
isn't  in  sight. 

At  Sears,  Roebuck,  Edward  Bren- 
nan,  chairman  of  the  $23  billion 
(sales)  merchandising  group,  beams: 
"Our  durable  goods  business,  particu- 
larly appliances,  has  been  strong  all 
year.  Since  October  the  strength  has 
spread  to  all  our  major  lines  of  busi- 
ness. It's  the  first  time  in  more  than 
two  years  that  has  happened.  There  is 
no  question  business  is  a  lot  better 
than  a  year  ago,  and  we  expect  it  to 
stay  that  way  in  1984  as  well." 

In  only  nine  months  of  1983  Bren- 
nan  had  pushed  merchandising  profits 
(excluding  credit  interest  earnings)  to 
$320  million,  or  200%  ahead  of  the 
year  before,  and  record  profits  for  the 
year  ending  Dec.  31  are  as  good  as  gift 
wrapped  after  a  merry  Christmas  at 
Sears'  816  department  stores. 

"When  you've  streamlined  your  op- 
erations and  improved  many  things, 
as  we  have  in  the  last  couple  of  years, 
and  then  when  you  get  the  volume  to 
go  with  it,  there's  a  great  deal  of  lever- 
age in  our  business,"  Brennan  says. 
Among  those  improvements:  product 
lines  like  computers  and  financial  ser- 
vices and  a  heavier  inventory  of  the 
higher-margined  goods  Sears  wants  to 
sell  instead  of  a  little  of  everything. 
Brennan  also  plans  to  spend  $1.7  bil- 
lion over  five  years  and  make  over  his 
600  full-line  stores  so  they  project  to- 
day's popular  specialty-shop  look. 

The  nation's  largest  discounter,  K 
mart,  with  sales  pushing  toward  $19 
billion  in  the  fiscal  year  ending  Jan. 
31,  1984,  and  profits  probably  dou- 
bling last  year's  $262  million,  is  also 
trying  to  upgrade  its  image,  with  re- 
furbished stores  and  more  nationally 
branded  merchandise. 

But  leading  the  pack  in  sales  gains 
among  the  billion-dollar-plus  chains, 
as  usual,  was  Sam  Walton's  discount 
juggernaut,  Wal-Mart.  His  642  stores 
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in  small  cities  and  towns 
in  19  southern  and  mid- 
western  states  are  chalk- 
ing up  a  35%  sales  gain, 
to  push  past  $4.5  billion, 
and  probably  a  50%  earnings  increase 
on  top  of  the  sizable  increase  recorded 
in  the  1982  recession.  That's  after  a 
two-year  effort  to  digest  92  Big  K 
stores  (no  relation  to  K  mart),  ac- 
quired in  1981  and  once  losing  money 
or  barely  profitable. 

At  Dayton-Hudson  (second  in 
growth  and  profitability  on  the  Forbes 
Yardsticks),  where  sales  are  running 
better  than  20%  ahead  of  1982,  Presi- 
dent and  CEO  Kenneth  Macke  says: 
"In  1983  our  department  store  busi- 
ness has  been  rolling  real  well.  The 
consumer  is  buying  fashion  apparel 
and  many  other  lines  like  electronic 
goods.  Coupled  with  strong  sales 
growth  in  our  discount,  specialty  and 
soft-goods  promotional  chains — Tar- 
get [the  discount  chain],  Lechmere 
[electronics]  and  Mervyn's  [soft 
goods] — the  outlook  to  us  is  optimis- 
tic." That  goes  for  1984,  too.  "Con- 
sumer confidence  and  incomes  have 
been  restored  to  much  higher  levels," 
Macke  says,  "so  it  looks  like  two 
back-to-back  good  retailing  years." 


McProfits 

If  beef  prices  rise,  try  chicken. 

Even  F.W.  Woolworth,  which  bit 
the  bullet  and  ended  its  Woolco  dis- 
count operation  in  1982,  was  pushing 
up  profit  margins  and  looking  like  a 
survivor.  And  Montgomery  Ward,  the 
longtime  moneyloser — which,  be- 
cause it  is  part  of  the  Mobil  empire, 


isn't  listed  in  the  Yardsticks  despite 
its  $5.5  billion  in  retail  sales — appears 
to  have  at  last  steered  to  break-even 
under  CEO  Stephen  Pistner,  brought 
over  from  Dayton-Hudson  several 
years  ago. 

But  better  times  don't  necessarily 
mean  less  competition.  Macke  of 
Dayton-Hudson  says  that  the  country 
is  probably  still  overstored:  "You  look 
at  all  the  different  kinds  of  retailing 
operations  that  have  come  along  in 
recent  years,  over  the  past  25  years 
really.  Retail  square-footage  has 
grown  faster  than  the  number  of  cus- 
tomers, and  that  has  created  a  very 
competitive  environment." 

Adds  Francis  Rooney  Jr.  of  Melville 
Corp.  (shoes,  clothes,  drugs,  toys) 
"Everyone  seems  to  be  looking  to  get 
into  retailing  markets  or  the  seg 
ments  that  others  are  already  in,  like 
into  off-price  branded  apparel  and  spe 
cialty  retailing.  But  that  is  continu- 
ous. In  the  end  the  better  retailers  will 
win  out,  and  some  others  are  going  to 
get  hurt." 

So  who  is  going  to  get  hurt?  Will  it 
be  the  department  stores  with  their 
high  costs?  The  discounters  at  the 
cheap-stuff  end  of  the  scale?  The  giantj 
chains  that  seem  to  depend  on  ever 
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Department  stores  are  losing  some  business  to  spe- 
cialty chains,  discounters  and  off-price  outlets. 
The  rawest  rub  is  in  brand-name  clothing,  those'Calvin 
Klein  or  even-tighter  fordache  jeans.  These  high-priced 
items  have  produced  pay-the-rent  profits  for  the  big 
stores.  They  haven't  liked  losing  sales  and  cachet  to 
their  mark-it-down  competitors. 

So  it's  no  surprise  that  the  department  stores  struck 
back  on  legal  and  political  fronts.  Retailers  such  as 
Federated,  the  nation's  largest  department  store  chain 
(Bloomingdale's,  Filene's,  Bullock's,  Abraham  fin 
Straus),  Allied  Stores  (Jordan  Marsh,  Brooks  Brothers, 
Bonwit  Teller)  andothers  are  privately  and  publicly 
threatening  suppliers:  Sell  the  same  ritzy  labels  to 
discounters  and  the  off -price  gang  and  you  shall  darken 
our  doorways  no  more. 

The  lower-priced  chains  such  as  Toys  "R"  Us,  Bur- 
lington Coat  Factory  Warehouse  and  K  mart  see  this  as 
an  attempt  to  freeze  them  out  of  those  fancy  labels  and 
allow  the  department  stores  to  keep  the  prices  and 
markups  high.  Lawsuits  ensued.  Toys'  feisty  chairman, 
Charles  Lazarus,  in  1983  sued  Federated  Department 
Stores  (which  just  happens  to  be  competing  directly 
against  Lazarus'  new  Kids  "R"  Us  children's  clothes 
chain)  on  antitrust  grounds  and  also  sued  two  apparel 
suppliers,  Izod  (anything  with  an  alligator  on  it)  and 
Absorba  (children's  clothes).  There  were  cross  suits 
and,  recently,  the  suits  were  dropped.  Burlington  Coat 
also  sued  Federated.  In  1982  Jordache  sued  K  mart  for 
selling  "inauthentic" — read  low-priced — apparel.  That 


suit,  too,  was  settled. 

In  1983  K  mart  struck  back  politically,  encouraging 
more  than  1  million  customers  to  sign  its  petition 
demanding  that  price  maintenance  should  be  consid- 
ered against  existing  law  and  the  will  of  Congress.  This 
aimed  at  countering  the  feeling  that  the  department 
stores  and  manufacturers  had  the  ear  of  William  Bax- 
ter, former  head  of  the  Justice  Department's  antitrust 
division.  Baxter  was  on  record  as  saying  that  not  all 
retail  price  maintenance  arrangements  should  be  con- 
sidered illegal  and  he  asked  the  Supreme  Court  to  relax 
current  resale  price  maintenance  law  in  a  specific  case, 
Monsanto  v.  Spray-Rite,  which  involves  herbicides.  He 
argued  the  Court  should  do  the  same  in  other  cases. 

An  infuriated  Congress  then  sent  legislation  to  Presi- 
dent Reagan  specifically  prohibiting  the  Justice  Depart- 
ment from  using  funds  to  overturn  or  change  laws 
banning  resale  price  maintenance. 

But  the  battle  between  the  department  stores  and  the 
discounters  will  not  be  decisively  won  or  lost  in  the 
courts.  One  retailer  with  a  foot  in  both  camps,  Kenneth 
Macke,  president  of  Dayton-Hudson — with  depart- 
ment stores  and  discount  stores  and  low-prices-on- 
ritzy-labels  stores — puts  it  this  way:  "In  the  end  it's  the 
consumer  who  is  going  to  decide  where  and  whose 
merchandise  he  or  she  wants  to  buy,  not  suppliers  or 
retailers.  Consumers  don't  know  or  care  about  profit 
margins.  They  are  going  to  opt  for  lower  prices  and 
better  value.  The  store  with  good  value  and  selection  is 
going  to  survive." — H.R. 
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increasing  sales?  It's  not  the  label  but 
the  style,  says  Rooney.  He  points  to 
Edward  Finklestein,  CEO  of  Macy's, 
leader  in  profit  growth  among  the  de- 
partment stores.  "Finklestein's  got 
excitement  into  his  department 
stores  that  other  department  store 
merchants  don't  seem  to  be  able  to 


duplicate.  It's  more  important  to  look 
at  who  are  the  best  merchants  in  their 
category  versus  the  mediocre  mer- 
chants. No  one  group  is  likely  to 
knock  the  other  group  out.  There  will 
be  a  place  for  all  kinds  of  superior 
retailers,  but  not  for  inferior  ones." 
That    means    the    recovery  has 


bought  time  for  a  number  of  subpar 
retailers,  but  unless  they  find  the 
proper  blend  of  marketing  skills,  they 
will  have  their  backs  to  the  wall  the 
next  time  business  falters.  Francis 
Rooney  quotes  a  letter  written  in 
1773  to  Sam  Franklin,  a  retailer  in 
Philadelphia.   Business   wasn't  too 
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good,  and  the  competition  was  tough. 
Sam's  brother,  Ben,  wrote  him  from 
England:  "I  would  not  have  you  dis- 
couraged at  the  little  dullness  of  busi- 
ness, which  is  only  occasional.  A 
close  attention  to  your  shop  and  appli- 
cation to  business  will  always  secure 
more  than  an  equal  share  because  ev- 
ery competitor  will  not  have  those 
qualities.  Some  of  them,  therefore, 
must  give  way  to  you,  and  the  con- 
stant growth  of  the  country  will  in- 
crease the  trade  of  all,  that  steadily 
stand  ready  for  it." 

Specialty  retailers 

Specialty  chains  echoed  the  success 
of  the  general  retailers  with  profits 
swelling  20%  to  25%  over  1982, 
though  laggards  there  were.  Take  the 
retail  drug  chains.  Overall,  the  Forbes 
Yardsticks  show,  drug  chain  profit- 
ability remained  above  the  industry 


medians.  An  upsurge  in  highly  profit- 
able prescription  drug  sales-produced 
sizable  profit  gains  in  chains  such  as 
Revco  D.S.,  Walgreen,  Pay  Less  Drug 
Northwest,  Longs  Drug  and  Pay'n 
Save.  But  Florida-headquartered  Jack 
Eckerd  had  little  earnings  gain  despite 
a  12%  sales  jump. 

At  the  fast  food  chains,  the  griddles 
were  sizzling  again  after  more  than  a 
year  on  the  back  burner.  They  lured 
customers  with  new  treats.  McDon- 
ald's, for  example,  the  industry  sales 
($3  billion)  leader,  successfully 
cooked  up  Chicken  McNuggets  to 
mix  with  its  hamburgers.  Arch  com- 
petitor Burger  King,  owned  by  Pills- 
bury,  turned  up  the  heat  with  its 
name-thy-enemy  (McDonald's)  adver- 
tising, salad  bars  and  cut-rate  coupons 
to  lure  customers.  Wendy's  showing 
was  respectable  enough,  but  1983 
profit  gains  didn't  match  its  five-year 
average,  which  has  earned  it  the 


number  one  post  in  the  Yardsticks. 

Other  specialty  retailers  like  Tandy 
in  electronics  and  computers,  Toys 
"R"  Us,  Melville  in  shoes,  apparel 
and  drugs,  Payless  Cashways  in  home 
remodeling,  and  The  Limited  and 
Nordstrom  in  women's  clothes  con- 
tinued to  prosper  in  1983.  And  Levitz 
Furniture,  with  a  housing  recovery  at 
its  back,  has  turned  itself  around. 

But  some  haven't  adjusted  to 
changing  times.  Avon  Products,  in 
the  postliberation  era,  has  had  trouble 
recruiting  competent  door-to-door 
saleswomen,  and  then  they  have  trou- 
ble finding  women  at  home  to  sell  to. 
Avon's  profit  ratios  on  the  Yardsticks 
are  running  at  half  its  five-year  aver- 
age. Some  of  the  catalog  showroom 
firms,  such  as  H.J.  Wilson,  and  the 
jewelry  chains  haven't  fully  recovered 
from  the  recession.  But  if  the  pickup 
intensifies  in  1984,  even  they  may  be 
swept  along  with  it.  ■ 


General  retailers 


Yardsticks  of  management  performance 


Profitability 

Growth 

Return  on  equity 

Return  on  total  capital 

Sales 

Earnings 
per  share 

Company 

5-year 
rank 

5-year 
average 

latest 
12 

months 

debt/ 

equity 

ratio 

5-year 
rank 

5-year 
average 

latest 
12 

months 

net 

profit 

margin 

5-year 
rank 

5-year 
average 

5-year 
rank 

5-yea 
avers 

Department  stores 

R  H  Macy 

1 

20.0% 

22.3% 

0.2 

2 

14.3% 

17.1% 

5.4% 

5 

12.8% 

1 

21.9 

Dayton-Hudson 

2 

17.9 

16.5 

0.5 

1 

14.7 

12.6 

3.4 

2 

19.1 

5 

9.3 

Mercantile  Stores 

3 

15.8 

16.4 

0.3 

3 

12.4 

13.4 

5.0 

7 

12.1 

3 

13.5 

Dillard  Dept  Stores 

4 

15.1 

20.8 

0.8 

8 

9.3 

12.8 

3.7 

1  • 

19.6 

2 

16.8 

May  Dept  Stores 

5 

14.5 

16.3 

0.5 

5 

10.0 

10.7 

4.2 

10 

9.8" 

7 

7.81 

Federated  Dept  Stores 

6 

14.2 

14.6 

0.3 

4 

11.6 

11.4 

3.7 

8 

10.2 

6 

8.1 

Allied  Stores 

7 

12.5 

13.8 

0.9 

10 

9.0 

9.0 

3.4 

11 

8.9 

9 

6.4! 

I  C  Penney 

8 

11.9 

12.6 

0.4 

7 

9.5 

9.8 

3.5 

13 

5.9 

10 

5.9 

Strawbridge  &  Clothier 

9 

10.9 

12.9 

0.8 

11 

8.1 

9.0 

3.6 

9 

10.1 

4 

9.81 

Carson  Pirie  Scott 

10 

10.7 

11.7 

0.9 

12 

8.1 

8.3 

2.2 

4 

13.4 

11 

4.2' 

Associated  Dry  Goods 

11 

10.6 

12.9 

0.6 

6 

9.7 

10.5 

2.8 

6 

12.6 

8 

7.5 

Sears,  Roebuck 

12 

9.9 

13.3 

0.6 

9 

9.2 

10.9 

3.5 

12 

6.9 

12 

ii 

Carter  Hawley  Hale 

13 

9.3 

8.0 

0.9 

13 

6.4 

5.9 

1.6 

3 

14.3 

13 

-2.1 

Alexander's 

14 

1.4 

7.9 

1.1 

14 

2.7.. 

5.3 

0.9 

14 

5.7 

14 

-28.3 

Medians 

12.2 

13.6 

0.6 

9.4 

10.6 

3.5 

11.2 

7.7 

Discount  &  variety  stores 

Wal-Mart  Stores 

1 

33.1% 

33.0% 

0.7 

1 

21.5% 

21.1% 

4.0% 

1 

37.3% 

1 

35.6 

SCOA  Industries 

2 

27.5 

20.7 

0.9 

2 

17  2 

13.3 

3.0 

6 

11.7 

2 

23.3 

Heck's 

3 

14.6 

6.3 

0.7 

4 

9.7 

6.2 

1.6 

2 

16.8 

5 

10.C 

Rose's  Stores 

4 

14.0 

21.3 

0.1 

3 

12.4 

18.9 

2.5 

8 

'  7.0 

4 

21.9 

Zayre 

5 

13.6 

17.2 

0.8 

5 

9.4 

11.6 

2.1 

7 

9.8 

3 

23.2 

K  mart 

6 

12.9 

15.2 

0.9 

6 

9.3 

10.3 

.2.3 

4 

13.0 

7 

3.9 

Household  Intl 

7 

11.8 

13.5 

2.1 

7 

6.8 

7.3 

2.5 

3 

14.1 

8 

0.9 

G  C  Murphy 

8 

7.9 

11.1 

0.5 

8 

6.3 

8.2 

1.8 

10 

5.7 

6 

4.9 

F  W  Woolworth 

9 

4.4 

14.1 

0.5 

9 

4.2 

10.4 

2.6 

11 

4.3 

9 

-16.4 

Cook  United 

10 

def 

def 

2.1 

10 

3.0 

0.7 

def 

9 

6.4 

10 

D-D 

HRT  Industries 

11 

def 

def 

7.5 

11 

def 

def 

def 

5 

11.8 

10 

D-C 

Medians 

12.9 

14.1 

0.8 

9.3 

10.3 

2.3 

11.7 

4.? 

Industry  medians 

12.5 

13.8 

0.7 

9.3 

10.4 

2.8 

11.7 

7.5 

All-industry  medians 

15.1 

12.6 

0.4 

10.8 

8.6 

3.5 

12.4 

9.4 

Note:  Explanation  of  Yardsticks  calculations  on  page  38. 
D-D:  deficit  to  deficit,    def:  deficit 
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Forget  the  disaster  in  videogames.  Place  your 
bets  on  the  upturn  in  casinos.  And,  at  long  last, 
watch  for  one  in  the  hotel  business  and  the 
photographic  business. 


Leisure 


By  Barbara  Ettorre 

Disaster  struck  the  leisure  in- 
dustry in  1983.  Cartridge- 
game  manufacturers  overesti- 
mated retail  sales  by  some  $1.3  billion 
and  everybody  choked  on  inventories. 
The  take  at  the  nation's  coin-operated 
game  arcades  collapsed  to  $3  billion 
from  $7  billion  the  year  before.  That 
was  a  body  blow  to  Mattel  and  Warner 
Communications'  Atari,  to  Bally  in 


Travelers  in  a  busy  hotel  lobby 
Will  they  be  here  all  year? 


the  coin-operated  sector  and  to  Mil- 
ton Bradley.  It  was  also  bad  news  for 
Coleco.  Its  relatively  late  entry  into 
the  field  helped  keep  inventories  low, 
but  even  this  might  not  protect  it 
since  sales  have  tapered  off. 

But  don't  read  too  much  into  the 
decline.  It  afflicted  only  one  segment 
j  of  the  leisure  industry.  Elsewhere  in 
i  this  industry  things  remained  pretty 
i  good.  General  Cinema  reported  a  re- 
!  turn  on  equity  of  54.3%.  Although 
I  most  of  this  reflects  a  one-time  cap- 
ital gain  from  the  sale  of  its  Miami  TV 
station  to  Taft  Broadcasting  in  April, 
General  Cinema's  soft  drink  bottling 
and  film  exhibition  businesses  stayed 


as  profitable  as  ever.  In  a  quite  differ- 
ent field,  once-moribund  Fleetwood 
Enterprises  more  than  doubled  its  12- 
month  return  on  equity  to  an  impres- 
sive 31 .9%  .  This  came  on  the  strength 
of  sharply  improving  sales  of  recrea- 
tional vehicles  and  superbly  designed, 
low-cost  manufactured  housing. 

Meanwhile,  there  was  continuing 
strength  in  Atlantic  City  casinos  de- 
spite the  recession,  a  surprising  resur- 
gence in  Nevada  gaming  (casino  win- 


nings were  up  almost  10%  in  Las  Ve- 
gas, to  $1.9  billion)  and  strong 
convention  business  in  Las  Vegas. 
There  is  also  the  prospect  of  a  turn- 
around in  the  lodging  business  after 
more  than  three  years  in  the  dol- 
drums, as  salesmen  hit  the  road  in  a 
recovering  economy. 

The  hotel  business  did  feel  the  re- 
cession, but  hoteliers  saw  occupancy 
rates  recover  almost  2%  last  year  over 
1982,  spurred  by  a  travel  boomlet  that 
began  in  the  third  quarter.  Of  course, 
that  is  from  a  sorely  depressed  base. 
The  hotel  business  was  hurting  badly 
for  most  of  1982  and  early  1983,  when 
only  64%  of  the  available  2.2  million 


to  2.5  million  rooms  were  occupied. 
That  hovered  at  the  industry  break- 
even range  of  60%  to  64%.  (Marriott 
and  Holiday  Inns  were  able  to  take 
this  in  stride  because  of  widespread 
pruning  of  older  units  at  Holiday  and 
continuing  heavy  expansion  and  cost 
efficiencies  at  Marriott.) 

Current  travel  industry  forecasts 
call  for  69%  occupancy  rates  this 
year,  which  is  close  to  peak  1979  con- 
ditions. Splashy  events  like  the  sum- 
mer Olympics  in  Los  Angeles  and  the 
presidential  elections  this  year  will 
help  keep  rooms  filled. 

William  H.  Edwards,  president  of 
the  hotel  division  of  Hilton  Hotels 
Corp.,  notes  October  1983  was  the 
best  earnings  month  in  the  history  of 
the  company.  He  adds:  Hilton  has 
seen  a  surge  in  advanced  bookings  for 
conventions  in  1984,  and  a  "good 
pace"  in  1985  and  1986  bookings. 

But  many  negatives  remain:  Rev- 
enues from  foreign  visitors,  down 
about  12%  in  1982,  are  expected  to 
stay  down  for  1983  because  of  the 
strong  dollar.  Nor  can  the  hotel  indus- 
try expect  quite  as  much  help  from 
airline  travel  packages  with  the  air- 
line industry  in  the  shape  it's  in. 

Add  to  that  a  2%  increase  in  avail- 
able rooms,  and  it  amounts  to  satura- 
tion, particularly  in  high-priced  lodg- 
ing. Marriott  Chairman  Bill  Marriott 
Jr.  blames  foreign  competition,  such 
as  Trust  House  Forte,  Air  France's 
Meridien  Hotels  and  Aer  Lingus' 
Dunfey  Hotels,  all  of  which  are  open- 
ing high-end  hotels  (room  rates  of 
$100  to  $200  a  day)  in  the  U.S.  "These 
hotels  have  high  construction  and  op- 
erating costs  and  no  appeal  to  the  or- 
dinary pleasure  and  convention  mar- 
ket," he  says.  "It  takes  some  cream  off 
regular  hotels."  Like  Marriott's  mod- 
erately upscale  hotels,  that  is. 

Of  course,  Marriott's  main,  slightly 
downscale,  domestic  competitors  are 
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doing  the  same  thing.  In 
the  name  of  luxury  seg- 
mentation (using  a  dif- 
ferent brand  name  and 
image)  ailing  Ramada 
Inns  has  constructed  ten  pricier  Re- 
naissance Hotels,  and  Holiday  has 
built  four  Crowne  Plaza  hotels. 

Marriott,  for  his  part,  hasn't  been 
idle  either.  He's  continuing  to  expand 
the  chain's  traditional  hotel  space  by 
about  20%  this  year  and  next,  but  he 
is  also  experimenting  with  lower- 
priced,  nonconvention  lodging  with 
several  Courtyard  hotels  that  offer 
rooms  for  $45  to  $55  a  night,  vs.  $70 
to  $100  for  Marriott  rooms.  This  year, 
Holiday  Inns  will  also  launch  a  budget 
strategy,  with  a  no-frills,  scaled-down 
chain  offering  rooms  at  $35  and  less. 


Casino  properties  continue  to  be  a 
gold  mine.  But  because  of  extraordi- 
nary factors,  you  wouldn't  know  it 
from  looking  at  the  latest  12  months 
of.  Caesars  World  (which  took  a  $10 
million  loss  in  one  quarter  on  a  cash- 
flow savings  bond  swap)  and'MGM 
Grand  (which  is  still  paying  part  of 
the  $75  million  settlement  from  the 
1980  fire  at  its  flagship  hotel  and  try- 
ing to  clean  up  its  balance  sheet),  or 
Resorts  International  (whose  latest 
12-month  profitability  was  badly 
damaged  by  losses  on  metals  futures 
trading — a  side  venture  Resorts  now 
wants  no  more  of). 

These  setbacks  were  alleviated  by 
the  fact  that  gaming  income  was  up 
18%  over  1982  in  Atlantic  City,  to 
$1.8  billion.  But  the  surprise  was  the 


strong  performance  in  Nevada.  "It 
looks  like  America  can  sustain  two 
major  gaming  capitals,"  says  La- 
venthol  &  Horwath  partner  and  lei- 
sure expert  Saul  F.  Leonard. 

Casino  operators  may  be  smiling, 
but  look  at  the  erstwhile  favorites 
with  long  faces:  Walt  Disney  Produc- 
tions (whose  theme-park  earnings  are 
burdened  with  huge  film  and  televi- 
sion losses),  Eastman  Kodak  (hit  with 
a  dropoff  in  overseas  sales)  and  Polar- 
oid (suffering  from  the  same  de- 
pressed photographic  market  plus 
lower  film  sales).  But  those  faded  fa- 
vorites have  fairly  bright  recovery 
prospects  this  year.  Only  in  the  once- 
hot  videogames  segment  did  things 
continue  to  look  dismal  as  the  new 
year  dawned.  A  fad  is  a  fad  is  a  fad.  ■ 


Leisure 


Yardsticks  of  management  performance 


Profitability 

Growth 

Earnings 

Return  on  equity 

Return  on  total  capital 

Sales 

per  share 

latest 

debt/ 

latest 

net 

5-year 

5-year 

12 

equity 

5-year 

5-year 

12 

profit 

5-year 

5-year 

5-year 

5-yea 

Company 

rank 

average 

months 

ratio 

rank 

average 

months 

margin 

rank 

average 

rank 

avera 

Hotels  and  gambling 

Hilton  Hotels 

1 

23.4% 

18.6% 

0.3 

2 

17.5% 

13.2% 

17.0% 

6 

8.7% 

4 

21.7 

Resorts  Intl 

2 

22.7 

10.1 

0.6 

1 

18.0 

8.3 

5.9 

32.8 

3 

24.9 

Marriott 

3 

21.0 

20.3 

1.3 

3 

10.8 

9.3 

3.8 

3 

18.6 

2 

26.6 

MGM  Grand  Hotels 

4 

20.7 

NE 

1.1 

5 

9.9t 

5.7 

5.5 

5 

11.2 

6 

5.9 

Caesars  World 

5 

15.9 

def 

1.4 

6 

8.6 

3.1 

def 

2 

29.8 

1 

50.3 

Holiday  Inns 

6 

12.5 

12.6 

0.5 

4 

10.2 

10.0 

7.9 

7 

7.6 

5 

12.5 

Del  E  Webb 

7 

3.7 

0.7 

0.8 

7 

5.3 

3.9 

0.2 

8 

2.0 

7 

-13.5 

Ramada  Inns 

8 

def 

def 

3.3 

8 

3.3 

4.3 

def 

4 

12.3 

8 

P-D 

Medians 

18.3 

5.4 

1.0 

10.1 

7.0 

4.7 

11.8 

17.1 

Entertainment 

24.6 

General  Cinema 

1 

29.2% 

54.3% 

1.6 

1 

15.8% 

22.0% 

10.1% 

3 

14.2% 

1 

Warner  Communications 

2 

18.1 

def 

0.3 

3 

14.0 

def 

def 

2 

25.3 

2 

9.4 

MCA 

3 

16.3 

15.7 

0.0 

2 

15.0 

14.7 

9.9 

5 

10.8 

4 

7.6 

MGM/UA  Entertainment 

4 

14.lt 

13.1 

1.8 

4 

10.5t 

7.2 

5.5 

1 

28.9 

5 

4.0 

Walt  Disney 

5 

10.8 

7.2 

0.2 

5 

9.7 

5.8 

7.1 

4 

11.7 

3 

8.6 

Medians 

16.3 

13.1 

0.3 

14.0 

7.2 

7.1 

14.2 

8.6 

Recreation 

Coleco  Industries 

1 

59.7% 

44.2% 

0.8 

1 

35.2% 

27.0% 

6.9% 

2 

25.3% 

D-P 

Tandy 

2 

45.2 

29.3 

0.1 

2 

28.8 

25.9 

11.2 

4 

19.2 

1 

34.3 

Brunswick 

3 

20.4 

10.3 

0.4 

7 

11.8 

10.7 

4.1 

11 

4.5 

3 

19.9 

Bally  Manufacturing 

4 

20.4 

5.4 

0.6 

4 

16.1 

6.2 

2.4 

1 

32.2 

2 

26.2 

Eastman  Kodak 

5 

18.3 

11.7 

0.0 

3 

17.2 

10.6 

7.8 

7 

12.4 

5 

9.4 

American  Greetings 

6 

15.8 

15.7 

0.3 

6 

12.0 

12.4 

6.3 

5 

I5.y 

4 

15.^ 

Milton  Bradley 

7 

13.8 

2.0 

0  1 

5 

12.2 

2.6 

1.1 

6 

13.7 

6 

9.3 

Fleetwood  Enterprises 

8 

11.4 

31.9 

0.0 

8 

11.2 

31.0 

4.2 

8 

8.1 

7 

6.1 

Outboard  Marine 

9 

7.9 

11.8 

0.3 

10 

6.9 

9.8 

5.0 

10 

5.6 

8 

0.2 

Skyline 

10 

7.2 

6.9 

0.0 

9 

7.1 

6.8 

2.5 

12 

2.4 

9 

-2.6 

AMF 

11 

6.5 

def 

0.4 

11 

5.4 

def 

def 

13 

1.9 

10 

-6.8 

Polaroid 

12 

4.5 

3.7 

0.1 

12 

4.8 

4.1 

2.7 

9 

6.5 

11 

-11.0 

Mattel 

13 

def 

def 

0.4 

13 

3.2 

def 

def 

3 

21.9 

12 

P-D 

Medians 

13.8 

10.3 

0.3 

11.8 

9.8 

4.1 

12.4 

7.7 

Industry  medians 

15.9 

10.2 

0.4 

11.0 

7.8 

4.6 

12.4 

9.3 

All-industry  medians 

15.1 

12.6 

0.4 

10.8 

8.6 

3.5 

12.4 

9.4 

Note:  Explanation  of  Yardsticks  calculations  on  page  38, 

tFour-year  average    P-D:  profit  to  deficit    D-P:  deficit  to  profit;  not  ranked,    def:  deficit 


NE:  negative  equity 
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Now  that  AT&T  is  broken  up,  the  question  is 
access  charges.  For  the  consumer,  nevertheless, 
costs  will  go  up  and  sendee  down. 


Telecommunications 


By  Pamela  Sherrid 


IT  FINALLY  HAPPENS!  On  New 
Year's  Day  AT&T  divests  itself  of 
the  local  Bell  operating  compa- 
nies. The  breakup  of  AT&T,  that 
once-in-a-lifetime  event,  is  a  reality. 

So  far  the  sky  shows  no  sign  of 
falling,  but  the  excitement  level  could 
really  pick  up  if  the  struggle  over 
long-distance  rates  goes  awry. 

The  most  dramatic  change  on  the 
Forbes  Yardsticks  (p.  238)  took  place 
at  Rolm,  a  manufacturer  of  office 
switching  systems  like  private  branch 
exchanges  (PBXs)  and  general-purpose 
military  computers.  But  AT&T's  D 
(for  divestiture)  Day  had  nothing  to  do 
with  Rolm's  precipitous  drop  in  prof- 
its in  1983.  Rolm's  aging  product  line 
encountered  fierce  competitive  pric- 
ing pressures  in  the  PBX  market  from 
companies  like  Northern  Telecom. 
The  situation  was  exacerbated  in  the 
recent  quarter  by  the  AT&T  strike, 
which  slowed  down  Rolm  installa- 
tions, and  by  a  new  product's  initial 
shipment  delay  caused  by  bugs  in  the 
software. 


Nevertheless,  Rolm's  prospects 
have  never  looked  better,  thanks  to 
two  related  events.  In  June,  to  the 
industry's  surprise,  IBM  paid  $228 
million  for  a  15%  stake  in  the  lagging 
PBX  maker.  IBM's  motivation  became 
clear  later  in  the  year  when  Rolm 
announced  a  new-generation  PBX  ca- 
pable of  switching  extremely  large 
amounts  of  information  between  tele- 
phones and  computers.  The  new  prod- 
uct, the  result  of  heavy  research  and 
development  spending  by  Rolm,  is  ex- 
pected to  play  a  key  role  in  IBM's 
office  automation  strategy. 

Though  all  the  independent  tele- 
phone companies  on  the  main  list — 
Centel,  United  Telecommunications, 
Continental  Telecom,  GTE  and 
Southern  New  England  Telephone — 
have  diversified  into  unregulated 
businesses,  as  the  seven  Bell  operat- 
ing companies  hope  to  do,  for  now  the 
greater  part  of  their  revenues  still 
comes  from  telephone  operations. 

In  those  utility  operations,  the  re- 
cession slowed  down  the  pace  of  local 
line  installments  and  of  long-distance 
toll  unit  growth  as  well.  Because  the 


telephone  industry  tends  to  lag  the 
economy  as  a  whole  by  six  to  nine 
months,  these  companies  for  the 
most  part  didn't  begin  to  benefit  from 
the  recovery  until  the  second  half  of 
1983.  "In  the  third  quarter,  our  toll 
unit  volume  was  up  9.5%,  the  stron- 
gest move  since  1981,"  reports  Robert 
Reuss,  chairman  of  Centel.  In  1984 
the  industry  should  experience  the 
full  bloom  of  the  recovery,  with  unit 
toll  volume  rising  10%  to  15%. 

For  now,  the  independent  tele- 
phone companies  receive  their  por- 
tion of  the  long-distance  pie  through  a 
negotiated  settlements  process  with 
AT&T  that  generally  gives  them  over 
50%  of  their  total  revenues.  The  in- 
dustry earned  less  than  its  federally 
authorized  12.75%  rate  of  return  on 
its  long-distance  business  in  1983,  in 
part  because  traffic  volume  turned 
out  to  be  less  than  was  anticipated. 

But  D  Day  also  played  a  role  in  that 
subpar  return.  Normally  the  industry 
would  have  gone  back  to  the  FCC  to 
ask  for  higher  rates.  But,  as  Paul  Hen- 
son,  chairman  of  United  Telecommu- 
nications, explains:  "We  knew  that 


Bell  before  the  bell 


Institutional  investors  are  hesitant  to  buy  stock  in  the 
new  Bell  entities  until  it  is  actually  issued  later  this 
year.  Most  of  the  brisk  when-issued  trading  comes 


from  individuals  seeking  to  lock  in  the  high  yields 
shown  below  and,  presumably,  a  capital  gain  as  well 
once  the  institutions  start  buying. 


-Historical- 


1984 

Estimated 

%  increase 

Return 

Recent 

estimated 

yield 

1981-83* 

on 

Profit 

Company 

price 

EPS 

P/E 

on  common 

revenues 

earnings 

equity 

margin 

AT&T  (postdivestiture) 

20 '/i 

$  2.02 

10.1 

5.9% 

NA 

NA 

NA 

NA 

Ameritech 

62% 

9.47 

6.6 

9.6 

10.3% 

22.2% 

12.7% 

11.7% 

Bell  Atlantic 

66% 

9.69 

6.8 

9.6 

16.4 

25.6 

12.7 

12.1 

BellSouth 

88V2 

12.21 

7.2 

8.8 

14.2 

19.7 

13.5 

13.3 

NYNEX 

605/8 

9.54 

6.4 

9.9 

15.8 

14.4 

12.8 

10.3 

Pacific  Telesis 

54% 

8.00 

6.8 

9.9 

15.8 

122.7 

14.5 

12.4 

Southwestern  Bell 

595/s 

8.93 

6.7 

9.4 

15.9 

13.7 

12.0 

11.3 

US  WEST 

57  Vs 

8.96 

6.4 

9.5 

11.9 

11.4 

12.4 

12.0 

'December  1981  to  June  1983.    NA:  not  available. 


Sources  Divestiture  prospectus.  Forbes 
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right  after  divestiture, 
AT&T's  long-distance 
rates  were  supposed  to 
come  down  as  more  of 
the  burden  for  local  ser- 
vice was  shifted  to  the  local  user.  It 
didn't  make  sense  to  raise  long-dis- 
tance rates  and  then  lower  them  soon 
after.  So  we've  been  accepting  a  lower 
than  allowable  rate  of  return." 

Nearly  ten  years  ago  some  of  the 
larger  independent  telephone  compa- 
nies started  to  diversify  in  anticipa- 
tion of  the  day  when  their  long-dis- 
tance revenues  might  shrink.  But 
with  little  success  to  date. 

One  notable  exception  is  Continen- 
tal, where,  in  the  first  nine  months, 
earnings  from  nonutility  operations 
tripled.  That  was  thanks  to  Continen- 
tal's business  systems  group,  which 
includes  Executone,  a  national  dis- 
tributor of  communications  equip- 
ment for  small  businesses. 

The  new,  lean  and  mean  AT&T 
also  now  finds  itself  in  both  regulated 
markets  (long-distance  telephone  ser- 
vice, which  will  account  for  over  50% 
of  1984  revenues)  and  deregulated 
ones  (for  example,  telephone  equip- 
ment and  software  systems  sales).  In 
both  worlds  it  is  facing  major  uncer- 
tainties. On  the  hardware  side,  its 
manufacturing  arm,  Western  Electric, 
finally  has  a  digital  central-office 
switch  to  offer  to  the  new  Bell  operat- 
ing companies  and  the  other  indepen- 
dents. But  Western  has  lost  ground  in 
the  central-switch  market  to  North- 
ern Telecom,  which  was  the  first  to 
produce  a  local  digital  switch.  North- 
ern already  has  a  sizable  share  of  the 


independent  market  and  is  likely  to 
sign  many  contracts  with  the  new 
Bell  companies. 

The  end-user  or  "customer  prem- 
ises" market  is  even  more  wide  open. 
Here  AT&T  does  not  yet  have  a  full 
product  line.  Its  flagship  product  is 
the  System  85  PBX,  which  got  off  to  a 
less  than  glorious  start  when  first  in- 
troduced last  January.  Sales  stepped 
up  when  enhanced  versions  were  in- 
troduced later  in  1983. 

Significantly,  AT&T  also  an- 
nounced cooperative  arrangements 
with  Wang  and  Hewlett-Packard  de- 
signed to  integrate  the  System  85 
with  their  computer  products.  This  is 
the  first  time  that  AT&T  has  opened 
its  specifications  to  other  vendors, 
and  it's  a  clear  signal  that  Ma  Bell 
intends  to  lock  horns  with  IBM  in  its 
decision  to  back  Rolm.  Though  the 
two  giants  are  moving  from  different 
strengths,  both  realize  that  compati- 
bility between  PBXs  and  computers  is 
necessary  to  make  the  office  of  the 
future  happen. 

There's  a  wild  card  in  the  "custom- 
er-premises equipment"  market.  It's 
the  new  regional  Bell  companies  to 
which  Judge  Greene  returned  the 
right  to  sell,  but  not  manufacture, 
telephone  equipment.  The  Bell  babies 
are  not  all  that  wild  about  marketing 
the  same  equipment  as  AT&T.  The 
result  is  a  bonanza  for  other  manufac- 
turers, including  offshore  ones,  which 
have  already  lined  up  Bell  baby  con- 
tracts. "No  doubt  it's  an  opportunity 
for  lots  of  competitors  to  exploit  a 
new  channel  of  distribution,"  admits 
William  Buehler,  a  vice  president  at 


AT&T  Information  Systems. 

The  greatest  short-term  uncertain- 
ty in  this  industry  is  the  long-distance 
business,  which  was  turned  into  a  po- 
litical football  late  in  the  predivesti- 
ture  process.  Now  there  is  a  strong 
possibility  that  Congress  will  soon 
overrule  the  FCC's  ideas  about  who 
should  pay  for  long-distance  calls. 

Gallons  of  ink  have  already  been 
spilled  explaining  this  "access 
charge"  controversy.  Actually,  it  isn't 
all  that  complicated.  The  FCC's  deci- 
sion, announced  last  August,  was 
very  favorable  for  AT&T.  The 
amount  that  AT&T  would  have  to 
pay  local  telephone  companies  for 
originating  and  completing  long-dis- 
tance calls  would  drop  by  about  25%. 
Part  of  that  cost  would  be  taken  up  by 
consumers  through  flat  monthly  ac- 
cess fees.  The  remainder — at  least  for 
a  few  years — would  be  borne  by  com- 
peting long-distance  carriers,  such  as 
MCI  and  GTE's  Sprint,  whose  pay- 
ments to  local  phone  companies 
would  nearly  double. 

The  FCC  wants  to  end  the  subsidy 
of  local  service  by  long-distance  ser- 
vice, so  the  industry  will  base  pricing 
on  actual  costs.  That  way  the  big 
long-distance  users  would  stop  desert- 
ing existing  common  carriers  in  in- 
creasing numbers  in  favor  of  cheaper, 
private  networks.  The  Bell  regional 
companies  and  the  independents 
quite  agree.  "Local  service  has  got  to 
stand  on  its  own  bottom,"  says  Unit- 
ed Telecommunications'  Henson.  "If 
we  don't  go  to  access  charges,  the 
little  old  ladies  will  be  left  to  pay  the 
bills  all  by  themselves,  and  the  cost 


Telecommunications 


Yardsticks  of  management  performance 


Profitability 

Growth 

Earnings 

Return  on  equity 

Return  on  total  capital 

Sales 

per  share 

latest 

debt/ 

latest 

net 

5-year 

5-year 

12 

equity 

5-year 

5-year 

12 

profit 

5-year 

5-year 

5-year 

5-yea 

Company 

rank 

average 

months 

ratio 

rank 

average 

months 

margin 

rank 

average 

rank 

avera 

ROLM 

1 

41.4% 

10.9% 

0.1 

38.3% 

10.5% 

5.9% 

1 

65.9% 

1 

57.9' 

MCI  Communications 

2 

30.6 

28.1 

1.1 

2 

18.2 

13.6 

14.6 

2 

65.2 

D-P 

Centel 

3 

17.9 

16.8 

0.8 

4 

7.9 

7.7 

9.0 

4 

17.4 

2 

8.1 

United  Telecom 

4 

16.9 

14.7 

0.9 

3 

8.1 

7.4 

8.7 

5 

14.2 

5 

6.0 

Continental  Telecom 

5 

14.6 

14.3 

1.0 

5 

7.5 

"  7.2 

8.1 

3 

17.5 

4 

6.6 

GTE 

6 

14.3 

15.6 

0.9 

6 

7.5 

7.8 

7.4 

8 

9.8 

6 

5.1 

So  New  England  Tel 

7 

12.8 

14.4 

0.5 

8 

7.3 

7.9 

10.1 

6 

12.3 

3 

7.6 

American  Tel  &  Tel* 

8 

12.3 

10.2 

0.5 

7 

7.4 

6.5 

9.7 

7 

11.7 

6 

5.1 

Western  Union 

9 

6.1 

9.1 

0.7 

9 

6.0 

7.2 

8.3 

9 

8.0 

8 

3.7 

Industry  medians 

14.6 

14.4 

0.8 

7.5 

7.7 

8.7 

14.2 

6.3 

All-industry  medians 

15.1 

12.6 

0.4 

10.8 

8.6 

3.5 

12.4 

9.4 

Note:  Explanation  of  Yardsticks  calculations  on  page  38 
'Data  are  on  predivestiture  basis. 
D-P:  deficit  to  profit;  not  ranked. 
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will  be  much  higher  than  anyone  is 
talking  about  now." 

MCI  and  the  other  non-AT&T  long- 
distance carriers  obviously  agree  that 
the  cost  of  access  to  long-distance  car- 
riers should  be  shifted  from  them  to 
the  local  consumer.  But  naturally 
they  are  fighting  like  mad  to  avoid 
having  to  pay  more  during  the  inter- 
vening years — from  1984  to  1987 — as 
they  would  have  to  under  the  FCC 
plan.  "That's  anticompetitive  and 
blatantly  unfair,"  says  MCI  President 
Orville  Wright. 

At  the  moment  MCI  has  a  45% 
discount  from  AT&T  because  it  gets 
an  inferior-quality  interconnection 
with  the  local  operating  companies. 
In  the  next  few  years  the  local  compa- 
nies will  be  upgrading  their  connec- 
tions with  non-AT&T  carriers,  so 
MCI  will  gradually  be  paying  what 
AT&T  does.  That  is  fine  with  MCI— 
especially  if  AT&T's  costs  go  down  as 
the  local  consumer  takes  on  more  of 
the  costs  through  rising  access  fees. 

If  the  access  fees  go  through  as  the 
FCC  has  structured  them,  though, 
MCI  will  have  a  tough  few  years.  In 
1984,  increased  payments  to  local  op- 
erating companies  would  cut  its  oper- 
ating margins  in  half.  And  the  com- 
pany would  get  hit  by  a  double  wham- 
my:  AT&T  has  already  announced  its 
intention  of  using  its  cost  savings  to 
reduce  its  long-distance  rates  by  an 
average  of  10.5%.  That  would  force 
MCI  to  make  a  price  cut  about  half  as 
big  to  prevent  the  differential  be- 
tween it  and  AT&T  from  eroding  too 
much.  Wright  says  that  price  cut 
would  take  another  two  percentage 
points  off  MCI's  margins,  leaving  it 
with  so  little  profit  that  it  would  put  a 
severe  crimp  in  the  company's  capital 
spending  plans.  "That's  just  the  way 
AT&T  planned  it,"  he  says  grimly. 

Meanwhile,  the  battle  in  Congress 
appears  to  focus  on  consumer  outrage 
over  new  access  charges.  However 
this  battle  is  resolved,  higher  local 
rates  seem  inevitable.  Even  if  Con- 
gress votes  against  access  fees  for 
now,  the  local  operating  companies 
are  going  to  need  lots  of  rate  increases 
just  to  modernize  their  obsolete 
plants.  True  believers  in  the  benefits 
of  deregulation  expect  increases  in  lo- 
cal prices  to  be  more  than  offset  by 
long-distance  savings,  though,  of 
course,  that  is  yet  to  be  seen. 

In  the  meantime,  prepare  for  dete- 
riorating service.  It's  quite  alarming, 
in  fact,  just  how  many  top  executives 
in  the  industry  are  predicting  it.  "So 
you're  having  trouble  getting  a  dial 
tone?"  asks  one.  "Get  used  to  it;  it's 
going  to  get  worse."  ■ 
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HOW  TO  MOVE  YOUR 
COMPANY  TO  WASHINGTON 
WITHOUT  MAKING  A 
FEDERAL  CASE  OUT  OF  IT. 

Whether  your  company  deals  directly 
with  the  federal  government  or  not,  there 
are  enormous  benefits  to  locating  near 
Washington. 

Mail  us  this  coupon,  and  we'll  tell 
you  what  they  are  and  how  you  can 
take  advantage  of  them  by  moving 
to  Fairfax  County,  Virginia. 


Name. 
Title  _ 


Company  Phone . 

Address  


City  State  Zip  

Inquire  in  confidence  to:  April  L.  Young,  Executive  Director,  Fairfax  County  Economic  Development  Authority, 
8330  Old  Courthouse  Road,  Suite  800,  Tysons  Corner,  Vienna.  Virginia,  22180.  Phone  (703)  790  0600. 

FAIRFAX  COUNTY,  VIRGINIA 
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Invest  in  the  future 
of  America* 

The  kids  of  today  are  the  doc- 
tors, the  engineers,  the  journal- 
ists, the  scientists,  the  teachers 
of  tomorrow. 

Only  with  your 
help  can  they  be 
assured  of  a  first- 
rate  college  educa- 
tion because  today 
colleges  are  having 

a  hard  time  coping  with  the  high  costs 
of  learning. 

Rising  costs  and  less  government 
funding  are  threatening  to  lower 
the  quality  of  higher  education  and 
reduce  the  number  of  well-qualified 
college  graduates. 

Invest  in  the  future  of  America. 
And  watch  your  investment  Jm 
grow. 

Give  to  the  college  of  your  choice 

^'sisaijams,  SEE! : 
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Dont  count  out  the  networks.  With  the  Olympics 
and  the  presidential  elections  coming  up,  this 
may  be  their  year. 


Broadcasting 


By  Thomas  Jaffe 


HAVE  THE  NETWORKS  hit  bot- 
tom? In  just  four  years,  1978  to 
1982,  the  three  television  net- 
works' share  of  the  prime-time  audi- 
ence fell  from  93%  to  79%.  But  in 
1983  the  decline  bottomed  out.  And 
in  1984?  Well,  there  are  the  Olympics 
and  the  national  elections  coming  up. 
Between  them,  they  ought  to  insure 
the  networks  a  satisfying  renaissance. 

Look  at  the  tables  below,  and  you 
can  see  that  the  networks  could  use  a 
boost.  The  profits  of  CBS  Inc.,  ABC 
and  RCA  Corp.  (the  parent  of  NBC) 
were  up  in  1983,  but  returns  still 
lagged  their  five-year  averages.  Their 
broadcasting  revenues  increased  a  re- 
spectable 12%,  but  operating  margins 
kept  shrinking— from  20%  in  1978  to 
about  13%  in  1983.  At  that  rate,  net- 
work TV  could  become  just  another 


business  instead  of  a  license  to  print 
money. 

The  Olympics  cannot  singlehand- 
edly  turn  this  tide,  but  they  will  go  a 
long  way.  The  Games  will  account  for 
more  than  $625  million  in  advertising 
sales,  according  to  ABC,  which  will 
broadcast  them.  ABC  figures  one- 
third  to  40%  of  this  is  money  that 
would  have  been  spent  with  the  net- 
works anyway.  The  other  $400  mil- 
lion,  it  claims,  is  new  money.  Others 
think  it's  less  than  half  that,  but,  even 
so,  ABC  stands  to  clean  up.  And,  curi- 
ously, so  do  its  two  rivals.  The  Olym- 
pics doesn't  create  more  minutes  of 
commercial  time;  it  simply  replaces 
existing  inventory.  CBS  and  NBC  are 
counting  on  the  demand  (and  thus  the 
price)  to  increase  for  what  remains. 
The  impact  on  profits  of  the  1984 
conventions  and  elections  is  harder  to 
quantify  because  network  news  de- 


partments also  spend  a  lot  of  money 
covering  them.  But  politicians  com- 
peting for  time  with  regular  advertis- 
ers are  likely  to  drive  up  rates. 

Add  to  this  new  blockbuster  mini- 
series  like  ABC's  The  Last  Days  of  Pom- 
peii and  CBS'  George  Washington,  and 
the  betting  on  Madison  Avenue  is 
that  the  networks  will  tally  12%  to 
13%  increases  in  commercial  rates  in 
1984.  And  network  revenues  will 
probably  be  up  an  estimated  16%  to 
18%,  to  somewhere  around  $7.6  bil- 
lion. "They  have  their  ducks  lined  up 
in  a  row,"  says  Stephen  Leff,  director 
of  media  services  at  New  York  ad 
agency  Backer  fin  Spielvogel.  "The 
networks  have  a  perfect  opportunity 
to  reattract  a  lot  of  viewers  who  have 
been  waylaid  by  other  options." 

Moreover,  most  of  the  rest  of  the 
industry  will  be  pulling  for  them. 
Why?  Because  when  the  networks  do 
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Metromedia 

Capital  Cities  Commun 

Cox  Communications 

Amer  Broadcasting 

Rollins 


80.6% 

22.1 

19.7 

18.1 

17.1 


55.1% 
19.5 
16.4 
13.7 
1.8 


1.6 
0.1 
0.4 
0.2 
0.0 


31.5%  18.2% 

18.6  18.2 
15.1  11.3 
15.0  11.8 

14.7  1.9 


16.7% 

14.8 

12.0 

5.4 

1*0 


10.6% 

19.0 

22.5 

12.4 

12.8 


48.5°/ 
21.1 
19.8 
13.4 
7.5 


Wometco  Enterprises 

CBS 

RCA 

Oak  Industries 


15.7 
14.7 
10.1 
3.6 


14.3 
11.1 

8.4 
def 


0.8 
0.2 
0.8 
0.9 


10.6 
12.5 
9.0 
8.5 


8.9 
9.3 
7.8 
def 


5.6 
3.4 
2.5 
def 


16.0 
10.9 
8.2 
24.4 


10.9 
1.0 

-2.2 
P-D 


Industry  medians 


17.1 


13.7 


0.4 


14.7 


9.3 


5.4 


12.8 


10.9 


All-industry  medians 


15.1 


12.6 


0.4 


10.8 


8.6 


3.5 


12.4 


9.4 


Note:  Explanation  of  Yardsticks  calculations  on  page  38 
P-D:  profit  to  deficit    def:  deficit 
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; well,  so  does  practically  everyone 
jelse'.  Take  big  group  broadcasters  like 
[Capital  Cities  Communications  and 
;Cox  Communications,  for  example. 
Their  stations  thrive  in  the  nearly  $8 
•billion  national  spot  and  local  adver- 
tising markets.  National  spot  is  the 
iration  of  commercial  time  within  net- 
' work-supplied  programs  that  is  sold 
to  national  advertisers  by  individual 
istations  themselves.  Revenues  here 
could  be  up  over  15%  in  1984. 

Does  that  mean  that  Metromedia  is 
worth  a  billion  and  a  half  dollars? 
[ohn  Kluge  thinks  it  is,  and  Kluge  is 
not  only  the  company's  chairman 
and  largest  stockholder  but  also  a 
principal  in  the  corporation  set  up  to 
buy  it  out  for  that  hefty  sum.  But  the 
fact  is,  the  Metromedia  buyout,  at 
about  3  times  1983  revenues,  is  not 
the  best  measure  of  the  potential  of 
1984.  True,  Metromedia  is  the  leader 
jin  the  tables  (see  p.  240).  True,  the 
;  company's  seven  TV  stations, 
i  which  reach  24%  of  the  na- 
tional audience,  are  enor- 
mously profitable. 

But  that  spectacular  return 
on  equity  doesn't  tell  the  full 
istory.  Metromedia  is  burdened 
jby  some  $680  million  of  long- 
term  debt,  fits  debt-to-equity 
Iratio  is  4  times  the  industry's 
imedian.)  That's  the  reason,  of 
icourse,  that  its  return  on  equi- 
ty is  2'/2  times  that  of  number 
itwo  Capital  Cities  Communi- 
cations but  its  return  on  total 
capital,  the  crucial  measure,  is 
the  same. 

Capital  Cities,  in  fact,  is  a 
much  better  measure  of  the  profitabil- 
ity 1984  could  bring.  Four  of  its  six  TV 
stations  are  ABC  affiliates,  so  they 
should  benefit  smartly  from  the 
Olympics.  Its  inventory  of  time  in 
periods  adjacent  to  Games  coverage 
should  command  premium  prices 
from  national  spot  and  local  advertis- 
ers. The  same  goes  for  Cox,  another 
ipacesetter  in  profits,  and  smaller  Taft 
Broadcasting,  both  of  which  also  have 
la  clutch  of  ABC  stations. 

Independent  TV  stations  used  to  be 
the  stepchildren  of  broadcasting.  Now 
some  are  among  its  most  prosperous 
isegments.  In  1979  there  were  122 
"indies";  by  the  end  of  1984  there 
should  be  nearly  twice  as  many.  In 
u.975  the  independents'  share  of  na- 
tional spot  and  local  advertising  was 
16%.  In  1983  it  was  24%,  or  nearly  $2 
hillion.  By  1990  it  should  be  up  to 
12,8%.  No  wonder  everyone  wants  a 
piece  of  that  action. 

And  with  such  glittering  prospects, 
it's  no  wonder,  too,  that  the  indepen- 


dents are  terrified  by  the  possibility 
that  the  FCC  will  allow  the  networks 
once  again  to  own  their  own  program- 
ming and  sell  the  syndication  rights 
themselves.  After  all,  the  indies'  main 
stock  in  trade  these  days  is  the  syndi- 
cated reruns  of  popular  old  network 
series.  With  ex-actor  Ronald  Reagan 
opposing  the  FCC  proposal,  it  hardly 
seems  likely  it  will  go  through  any- 
time soon.  But  just  the  thought  dis- 
turbs the  independents,  who  fear  the 
networks  would  "warehouse"  pro- 
grams after  their  prime-time  runs  and 
then  offer  them  to  affiliates  before 
independents.  "Hogwash,"  says  Gene 
Jankowski,  president  of  the  $2.5  bil- 
lion (sales)  CBS  Broadcast  Group. 
"When  you  manufacture  something, 
you  don't  do  that  to  store  it  away.  You 
want  to  move  it,  generate  revenues." 

The  revenues  Jankowski  is  talking 
about  are  enormous — some  $800  mil- 
lion a  year.  And  most  of  it  is  gravy. 


Upcoming  miniseries:  from  Rome  to  the  Resolution 
Will  they  help  rebuild  the  networks'  audience? 


Rights  to  the  current  CBS  hit  detec- 
tive series  Magnum,  P.I.  alone  recently 
fetched  a  reported  $70  million  from 
1 1  independents.  But  of  course  all  that 
money  will  go  to  the  show's  producer, 
MCA's  Universal  Television,  not  to 
CBS,  where  of  course  it  could  help 
restore  those  eroded  margins. 

There  are  other  deregulation  straws 
in  the  wind.  Will  the  "rule  of  seven," 
which  prohibits  any  company  from 
owning  more  than  seven  TV  stations, 
be  relaxed  or  abolished?  Many  insid- 
ers consider  either  a  real  possibility. 
Again,  the  biggest  beneficiary  could 
be  the  networks.  Their  existing 
owned-and-operated  stations  are 
money  machines,  accounting  for  per- 
haps 40%  of  the  networks'  combined 
broadcasting  profits  and  24%  of  their 
national  audience.  At  present  they 
have  only  five  apiece.  More  would 
benefit  in  two  ways:  First,  in  immedi- 
ate operating  profits;  second,  in  deliv- 
ering a  more  attractive  audience  to 
advertisers  (since  a  network  can  tell 


an  owned  station  what  programming 
to  carry,  but  can  only  suggest  to  an 
affiliate). 

But  network  or  non-network, 
broadcasting  is  clearly  a  more  profit- 
able business  than  about  anything 
else  you  can  find.  Conglomerates  that 
mix  broadcasting  and  nonbroadcast- 
ing  have  again  been  demonstrating 
that.  Take,  for  example,  Rollins, 
whose  profitability  shrank  to  next  to 
nothing  in  1983  because  oilfield  ser- 
vices, 47%  of  income  in  1982,  col- 
lapsed. Rollins'  broadcast  chain  and, 
to  a  lesser  extent,  its  exterminating 
business,  kept  the  company  going. 

In  contrast  to  the  bright  prospects 
for  broadcasting,  cable  and  its  pay-TV 
cousins  hardly  look  like  the  fair- 
haired  children  anymore.  Look  at 
poor  Oak  Industries  at  the  bottom  of 
the  list,  badly  hurt  by  the  faltering 
subscription-TV  business.  Oak  ended 
operations  in  two  cities,  taking  a  $23 
million  writeoff,  and  set  up  a 
$49  million  reserve  to  cover 
further  losses. 

Pure  cable  ventures,  mean- 
while, were  dropping  like  flies. 
CBS'  cultural  service,  RCA's 
entertainment  channel  and 
the  ABC/Westinghouse  Satel- 
lite News  Channel  rolled  up 
combined  losses  of  $125  mil- 
lion in  1983.  The  first  two 
died,  and  SNC  was  bought  out 
by  Turner  Broadcasting's  Ca- 
ble News  Network,  which,  de- 
spite all  the  hoopla,  is  still  los- 
ing money.  ABC's  ARTS  cul- 
tural service  and  Daytime,  its 

  joint    venture    with  Hearst 

Corp.,  were  still  alive  at  year's  end  but 
had  lost  an  estimated  $60  million  or 
more.  Basic  cable  must  eventually  at- 
tract advertisers  in  large  numbers, 
and,  although  its  ad  revenues  were 
$250  million  in  1983  and  should  in- 
crease 25%  or  so  in  1984,  that's  still  a 
mere  crumb  from  the  total  $16.5  bil- 
lion broadcast  advertising  pie.  "Cli- 
ents ask  me,  'What  are  we  going  to 
lose  if  we  don't  buy  time  on  cable?'  " 
says  Backer  &  Spielvogel's  Leff. 
"  'Nothing,'  I  tell  them." 

In  short,  the  networks  will  be  the 
engine  of  recovery  in  broadcasting 
this  year — although  "recovery"  may 
be  a  misnomer  in  this  business,  where 
pretax  margins  for  most  stations 
didn't  fall  below  35%  even  in  the 
depths  of  the  recession.  Except  for  the 
cable  business,  almost  everybody  will 
make  a  lot  of  money — if  the  networks 
do.  "The  plain  fact  is,"  says  Capital 
Cities  Chairman  Thomas  Murphy,  "if 
the  networks  don't  do  well,  we  won't 
do  as  well  as  we  want  to,  either."  ■ 
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A  lot  of  newspapers  folded  last  year,  but  don  yt  be 
deceived.  This  industry  is  booming. 


Publishing 


By  Pamela  Sherrid 


NEARLY  A  DOZEN  MORE  daily 
newspapers  folded  or  merged 
in  1983.  But  Arthur  Ochs 
(Punch)  Sulzberger,  The  New  York 
Times  Co.  chairman,  says  cheerfully, 
"It's  a  pretty  good  time  for  papers." 

Sulzberger  is  right,  despite  the  evi- 
dence of  strain  in  the  Yardsticks.  The 
Times  Co.  and  The  Washington  Post 
Co.  both  bettered  their  five-year  aver- 
ages in  return  on  equity  and  The  Post 
raised  return  on  total  capital  in  1983. 
True,  most  other  newspaper  compa- 
nies did  not,  but,  considering  the  se- 
verity of  the  recession,  they  did  re- 
markably well,  putting  the  whole  in- 
dustry in  a  powerful  position  as  the 
economy  moves  into  a  classical  cycli- 
cal recovery.  Advertising  lineage,  in 
the  doldrums  in  1982,  started  climb- 
ing again  in  1983.  Classified  ads  for 


employment,  housing  and  real  estate, 
always  the  most  sensitive  to  swings 
in  the  economy,  led  the  way  sharply 
with  a  23%  increase  in  the  first  nine 
months — above  expectations. 

Even  in  the  depths  of  the  advertis- 
ing decline,  newspaper  publishers  got 
a  respite  from  the  seemingly  inexora- 
ble rise  in  the  price  of  newsprint.  The 
paper  mills  were  forced  to  make  those . 
cuts — the  first  since  the  Great  De- 
pression— because  of  the  publishers' 
reduced  need  for  paper.  With  the  1983 
advertising  recovery,  paper  prices 
started  rising  once  again,  but  not  by 
more  than  they  declined  in  1982.  The 
result  was  wider  margins,  margins 
further  fattened  by  continuing  auto- 
mation in  an  industry  once  plagued  by 
intractable  labor  costs. 

What  about  all  those  newspapers 
that  folded  in  1983?  Good  news  for 
the  survivors — and  frequently  for  the 


Gannett  Chairman  Allen  Nenharth 

Sticking  to  his  original  projections  for  USA  Today. 
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proprietors  of  the  defunct  papers  as. 
well.  Because  of  the  demise  of  the 
Philadelphia  Bulletin,  Knight-Ridder's 
Philadelphia  Inquirer  and  Daily  News 
now  share  a  monopoly  in  the  city, 
while  The  Washington  Post  Co.  is 
cleaning  up  in  its  hometown  with  the 
1981  demise  of  the  Washington  Star. 
The  independent  Buffalo  News  is  the 
only  daily  in  that  city  since  the  1982 
closing  of  Cowles'  Courier  Express.  In 
St.  Louis,  where  Newhouse's  Globe- 
Democrat  was  at  death's  door  at  year- 
end,  the  lustice  Department  was  try- 
ing to  arrange  a  rescue.  But  if  it  fails, 
Newhouse  will  wind  up  with  an  inter- 
est in  the  survivor  Post-Dispatch  in  re- 
turn for  shutting  the  Globe-Democrat. 

All  this  sets  the  stage  for  a  powerful 
upward  momentum  in  earnings  in 
1984.  Wall  Street  especially  likes  big- 
city  newspapers  like  The  New  York 
Times  Co.,  The  Washington  Post  Co. 
and  Times  Mirror  Co.,  which  will 
most  likely  see  earnings  rise  over  20% 
for  the  year.  By  contrast,  earnings  at 
Harte-Hanks  (1982  revenues  $394 
million),  which  owns  smaller  news- 
papers, mostly  in  the  South,  will  be 
up,  but  not  nearly  as  much. 

There's  a  big-city  newcomer  on  the 
list  this  year.  In  October  Chicago's 
Tribune  Co.  (the  Tribune  and  the  New 
York  Daily  News)  went  public  after  136 
years  of  private  control.  With  1982 
revenues  of  $1.4  billion,  the  Tribune 
Co.  ranks  number  three  in  revenues 
behind  Times  Mirror  ($2.2  billion) 
and  Gannett  ($1.5  billion).  (Two  pub- 
lishing empires  just  about  as  big  as 
the  Tribune  Co. — Newhouse  and 
Hearst — remain  in  private  hands.) 

The  Tribune  Co.  has  long  been  an 
earnings  laggard.  Its  five-year  return 
on  equity  falls  significantly  below  the 
industry.  But  the  current  outlook  is 
brighter.  Not  only  will  its  big-city  pa- 
pers benefit  from  cyclical  trends,  but 
the  Tribune  recently  completed  a 
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$185  million  expansion  and  modern- 
ization project  in  Chicago  that  gives  it 
state-of-the-art  offset  printing.  In 
New  York  the  Daily  News  has  been 
restored  to  profitability  through  labor 
negotiations  and  a  plant  relocation 
that  together  could  reduce  operating 
expenses  by  $50  million  annually. 

Right  now  newspaper  publishing  is, 
basically,  an  old-technology  business, 
but  that's  changing  fast.  Says  Allen 
Neuharth,  Gannett  chairman:  "Most 
of  us  in  the  news  and  information 
business  are  working  on  how  to  use 
the  new  [computer  and  telecommuni- 
cations] technologies  to  distribute 
and  sell  more  news  and  information — 
in  print  or  electronically." 

Gannett  is  in  the  forefront  with  the 
use  of  satellite-transmission  technol- 
ogy to  launch  i'SA  Today  as  a  national 
newspaper.  In  this  it  follows  in  the 
pioneering  footsteps  of  Dow  fones' 
Wall  Street  Journal.  This  technology 
enables  Gannett  to  print  in  many 
places,  vary  the  ad  content  according 
to  region  and,  by  year-end,  reach  all 
major  population  centers  within  a  few 
hours  of  printing.  L  'SA  Today  probably 
lost  about  $85  million  pretax  in  1983, 
but  Gannett  can  afford  it.  Despite  the 
losses,  its  earnings  probably  rose  6% 
last  year.  Meanwhile,  Neuharth  is 


staying  with  his  original  projection 
that  i'SA  Today  will  be  in  the  black  by 
1987.  Both  Wall  Street  and  Gannett's 
competitors  remain  skeptical. 

Also  looming  on  the  newspaper  ho- 
rizon is  videotex,  the  two-way  trans- 
action and  information  service  that 
reaches  the  home  via  the  TV  screen. 
Time  Inc.  abandoned  its  one-way  tele- 
text experiment  late  in  1983,  but  the 
industry's  eyes  are  focused  on  South 
Florida,  where  Knight-Ridder  started 
selling  its  videotex  Viewtron  system 
this  fall.  Viewtron  offers  a  special 
computer  terminal  for  $600  to  hook 
up  to  subscribers'  TV  sets.  The  cus- 
tomer pays  a  $12  monthly  fee  and  $1 
an  hour  for  phone  usage.  If  the  system 
is  a  success  in  south  Florida,  Knight- 
Ridder  hopes  to  leverage  its  $26  mil- 
lion investment  by  introducing  View- 
tron into  five  other  markets  where  it 
owns  papers  and  into  other  cities  by 
forging  alliances  with  other  publish- 
ers. Times  Mirror  will  launch  a  sys- 
tem similar  to  Viewtron  in  Orange 
County  in  1984,  and  if  this  is  success- 
ful, plans  to  offer  a  videotex  service 
with  The  Washington  Post  Co.  in  the 
Washington  area.  "Newspapers  are 
the  natural  heirs  to  this  business," 
says  a  Knight-Ridder  executive. 

Dow  Jones,  which  tops  the  list  of 


newspaper  publishers  in  ROE,  made  a 
profit  on  its  database  publishing  effort 
for  the  first  time  in  1983.  "Database 
publishing  is  going  to  be  a  very  sub- 
stantial part  of  our  business  in  the 
future,"  says  Chairman  Warren  Phil- 
lips. By  contrast  The  New  York 
Times  Co.  got  out  of  the  marketing 
and  computer  operations  of  its  own 
electronic  information  service  in 
1983,  deciding  instead  to  license  the 
electronic  reproduction  of  its  data- 
base to  Mead  Corp.  "It  really  wasn't 
our  line  of  business,"  says  Sulzberger. 

Ask  Dow  Jones'  Phillips,  though, 
where  he  sees  his  major  growth  com- 
ing from  in  the  future,  and  his  answer 
is  still  the  Wall  Street  Journal,  which 
provides  about  70%  of  corporate  prof- 
its today.  "There  are  no  signs  that  we 
are  reaching  saturation  in  that  mar- 
ket," Phillips  says.  "The  number  of 
people  who  are  prospective  readers — 
people  with  high  income,  high  educa- 
tion— is  growing  faster  than  the  gen- 
eral population."  There  are  reports 
that  the  Journal,  which  went  into  two 
sections  in  1980,  plans  to  add  even 
more  pages  in  the  fairly  near  future. 

As  the  U.S.  moves  from  the  indus- 
trial age  to  the  knowledge-communi- 
cations age,  the  newspaper  business  is 
clearly  a  good  place  to  be.  ■ 
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Note:  Explanation  of  Yardsticks  calculations  on  page  38. 
ttThree  year  growth    "Not  available;  not  ranked 
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Every  diversified  company  wants  to  be 
'focused"  today,  with  its  assets  redeployed  in  all 
the  right  areas.  Very  few  are 


Diversified 
companies 


Chairman  Ben  Heineman,  69,  calls  a 
"focused  conglomerate." 

If  that  means  concentrating  on 
those  acquisitions  you  seem  to  under- 
stand best,  then  Penn  Central  quali- 
fies as  a  focused  conglomerate.  It  had 
been  busy  company-shopping, 
shrewdly  for  the  most  part,  since  it 
came  out  of  bankruptcy  in  1978.  PC 
finally  divested  itself  of  its  Arvida  real 
estate  development  subsidiary  whose 
cyclical  performance  and  dreary 
growth  prospects  don't  fit  in  with 
PC's  new  emphasis.  Penn  Central 
will  now  derive  well  over  half  its  rev- 


Lit 


By  Jay  Gissen 


JETTISONING  THE  JUNK."  is  what 
some  might  call  this  new  chap- 
ter in  the  conglomerate  saga. 
Of  course,  that's  not  what  the  chief 
executives  call  it  at  Penn  Central,  Og- 
den,  Alco  Standard,  Gulf  &  Western, 
U.S.  Industries  or  IU  International.  At 
those  companies  they  say  they're  re- 
deploying their  assets,  divesting,  de- 
conglomerating  or  consolidating.  At 
City  Investing,  Northwest  Industries, 
FMC  and  Litton  they're  thinking 
about    becoming   what  Northwest 


enues  and  profits  from  oil-  and  gas- 
related  products  and  services  and  the 
rest  from  electronics  and  telecommu- 
nications (through  its  GK  Technol- 
ogies subsidiary,  acquired  in  1981). 
The  oil  and  gas  glut  is  depressing 
earnings  now,  but  with  $2.3  billion  in 
tax-loss  carryforwards  and  more  di- 
vestitures expected  this  year,  PC  CEO 
Al  Martinelli  will  not  lack  the  where- 
withal to  consolidate  the  company's 
position  in  the  two  areas  where  he  has 
decided  to  concentrate. 

Also  "focusing"  are  U.S.  Industries 
and  Gulf  &  Western.  U.S.  Industries  is 


Litton  Industries  CEO  Fred  O'Green 

A  $1.24  billion  kitty  to  help  sharpen  the  focus. 
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essentially  getting  out  of  its  consum- 
er-oriented businesses  right  in  the 
midst  of  a  consumer-led  recovery  be- 
cause, belatedly,  Chairman  Gordon 
Walker  decided  the  product  lines  had 
inadequate  market  share.  Walker  now 
plans  to  concentrate  instead  on  indus- 
trial equipment  and  building  materi- 
jals,  two  rather  obvious  choices  one 
iyear  into  a  recovery. 

USI's  Walker  and  Penn  Central's 
Martinelli  scarcely  see  eye-to-eye 
with  Gulf  &  Western's  Martin  Davis. 
sG&W  is  getting  out  of  building  mate- 
rials, energy  products  and  natural  re- 
i  sources  to  concentrate  on  consumer 
land  industrial  products,  entertain- 
jjment  and  finance.  G&W's  Davis  is 
steadily  selling  the  company's  assets, 
;  which  should  generate  some  $275 
million  in  cash. 

Alco  Standard  has  decided  to  con- 
centrate on  distribution.  With  the 
:sale  of  some  45%  of  its  manufacturing 
assets  (23  manufacturing  companies 
were  sold  in  1983),  over  80%  of  sales 
and  over  two-thirds  of  profits  will 
come  from  the  distribution  area.  Ex- 
plains CEO  Ray  Mundt:  "We  have 
recognized  that  we  can  do  best  those 
things  that  we  know  about."  Mundt's 
istrategy  now  is  to  fill  in  the  geograph- 
ic areas  where  Alco  Standard  is  not 
yet  distributing,  using,  of  course,  cash 
generated  from  the  recent  divesti- 
tures. Litton  Industries  is  getting  out 
iof  business  systems  and  will  spend 
some  of  its  $1.24  billion  in  cash  on 
Itechnology-related  acquisitions.  "We 
Iwere  too  diversified,"  says  Litton's 
CEO  Fred  O'Green.  "Now  we  are 
sharpening  the  focus." 

The  impetus  for  the  focused  con- 
glomerate trend  is  obvious.  Something 
pad  to  be  done.  One  glance  at  the 
Batest-12-months  columns  in  the 
Forbes  Profitability  rankings  shows 
that  diversified  companies  and  con- 
glomerates suffered  more  than  the  av- 
erage company,  because  of  their  con- 
centration in  the  older  and  still  de- 
pressed industries  like  machine  tools, 
construction,  materials  handling  ma- 
chinery, aviation  and  energy.  Look  at 
Axrifac.  It's  in  six  different  businesses, 
most  of  which  are  lagging  competi- 
tors. Its  five-year  average  return  on 
capital  is  a  dismal  6.3% .  Bangor  Punta 
is  in  similar  straits,  with  a  five-year 
average  return  on  capital  of  5. 1  % .  Even 
longtime  Wall  Street  favorite  Henry 
Singleton  of  Teledyne  was  having 
jitrouble  in  construction  machinery,  in 
specialty  metals,  in  offshore  rigs  and  in 
property  and  casualty  insurance. 

"A  lot  of  managers  began  to  under- 
stand ten  years  ago  that  there  was  a 
second  financial  statement  called  the 
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OF  THE  "FORBES  500"  COMPANIES 
HAVE  OFFICES  IN  CLAYTON,  MISSOURI 

(St.  Louis'  other  business  district) 

Mid-America's  newest  executive  office  center  •  Metropolitan  ad- 
vantages without  city  congestion  •  Competitively  priced  office 
space  •  10  minutes  from  Lambert  International  Airport  •  Ready 
access  to  multiple  industrial  parks  •  Excellent  highway  access 
•  Fine  residential  areas  •  Central  to  metro  St.  Louis'  wealth  of 
educational  and  cultural  activities  •  U.S.  geographic  and  popula- 
tion center  •  Government  center  of  St.  Louis  County 
Write  for  free  information  kit  on  Clayton's  advantages  for  your 
Mid-America  office  Write  James  C.  Laflin,  Director,  Office  of 
Economic  Development,  City  of  Clayton,  Suite  205,  10  N.  Bemiston 
Ave.,  Clayton,  MO  63105 

CLAYTON:  world  headquarters  for  Amoco  Petroleum 
Additives  Company,  Apex  Oil,  the  Brown  Group,  Charter 
National  Life  Ins.  Co.,  Chromalloy  American,  Clayton 
Brokerage  Company,  Coin  Acceptors,  Inc.,  Fisher  Con- 
trols International,  General  Dynamics,  Graybar  Electric, 
ITT  Commercial  Finance  Corp.,  St.  )oe  Minerals  Corp. 


This  is  for  all  those  who  ever  wonder 
who  runs  the  United  Way. 

This  is  Wally  Behnke, 
Frank  Cole,  Linda  Thoren 
and  Ken  Smith.  They're 
United  Way  volunteers. 
Just  four  of  the  many 
volunteers  who  help  run 
the  United  Way  in  dif- 
ferent communities 
across  the  country. 

Volunteers  who  help 
raise  funds.  And,  in  turn, 
make  the  tough  decisions  of  how  the  money  can  be 
put  to  the  best  use  in  their  own  community. 

Volunteers  like  these  are  just  part  of  the  reason 
the  United  Way  is  so  effective  at  meeting  local 
human  needs. 

So  that's  who  really  runs  the  United  Way. 
Your  friends.  Your  neighbors.  People  just  like  you. 
And  that's  the  way  it  should  be. 


cSuScl 


United  Way 

Thanks  to  you.  it  works,  for  ALL  OF  US. 

A  Public  Service  ol  This  Publication 
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balance  sheet  and  not 
just  one  called  a  profit 
and  loss  statement, "  says 
AMF  CEO  W.  Thomas 
York.  AMF,  which  grew 


rich  in  the  bowling  boom  of  the  mid- 
Fifties  through  the  early  Sixties,  be- 
came a  leisure  time  conglomerate  and 
tried  electronics  controls  and  oil  ser- 
vices. Through  1981  its  return  on  as- 
sets and  return  on  equity  had  steadily 
improved  and  debt  had  come  down. 
For  most  of  1983,  however,  the  com- 
pany ran  into  the  red  because  of  the 
downturn  in  oil  services. 


Debt  reduction  has  been  the  order 
of  the  day  among  conglomerates.  For 
the  period  1968-73,  for  example,  con- 
glomerate net  debt  was  greater  than 
general  industry  net  debt — 45%  of 
capital  vs.  24%.  Since  1973  the  excess 
has  decreased,  disappearing  entirely 
in  1981.  Today  it  is  slightly  less  than 
general  industry  net  debt.  At  Litton 
Industries,  for  example,  long-term 
debt  is  now  down  to  $233  million 
after  being  as  high  as  $643  million 
several  years  ago.  Among  the  other 
big  long-term  debt  reducers:  Signal, 
Allied,  TRW,  National  Distillers  and 


FMC.  Plus,  at  year-end  1982,  con- 
glomerate short-term  debt  was  3.6% 
of  invested  capital  vs.  8.8%  for  gener- 
al industry. 

But  there  is  a  cost  to  these  better- 
looking  balance  sheets:  older  plant 
and  equipment. 

Most  of  the  improvement  in  con- 
glomerate balance  sheets  stems  from 
restricting  capital  spending  relative  to 
sales  growth.  The  conglomerates'  in- 
vested capital  has  been  growing  much 
more  slowly  than  general  industry's 
since  1973—7.6%  vs.  11.3%.  Those 
numbers  are  all  the  more  dramatic, 


Diversified  companies 


Yardsticks  of  management  performance 


Profitability 


Earnings 

Return  on  equity 

Return  on  total  capital 

Sales 

per  share 

latest 

debt/ 

latest 

net 

5-year 

5-year 

12 

equity 

5-year 

5-year 

12 

profit 

5-year 

5-year 

5-year 

5-yej 

Company 

rank 

average 

months 

ratio 

rank 

average 

months 

margin 

rank 

average 

rank 

avers 

Multicompanies 

Esmark 

1 

25.1% 

18.5% 

0.6 

4 

14.8% 

12.3% 

3.5% 

23 

-5.5% 

1 

21.8 

American  Brands 

2 

22.1 

19.5 

0.2 

3 

16.5 

15.2 

5.6 

8 

8.6 

2 

18.d 

IU  International 

3 

21.1 

13.1 

0.8 

11 

9.4 

8.0 

2.2 

21 

1.8 

4 

13.3 

Minn  Mining  &  Mfg 

4 

21.1 

18.5 

0.1 

1 

18.3 

16.1 

9.6 

5 

11.6 

8 

ll.S 

General  Electric 

5 

20.3 

19.4 

0.1 

2 

18.3 

17.7 

7.3 

6 

9.9 

7 

12.0 

Martin  Marietta 

6 

17.9 

22.3 

1.4 

9 

11.4 

6.4 

2.8 

1 

17.8 

5 

12.7 

American  Standard 

7 

17.7 

8.5 

0.4 

7 

12.8 

6.4 

2.4 

17 

6.0 

9 

10.21 

Rollins 

8 

17.1 

1.8 

0.0 

5 

14.7 

1.9 

1.0 

4 

12.8 

11 

7.5; 

Westinghouse  Electric 

9 

15.4 

12.8 

0.2 

6 

13.7 

12.1 

4.3 

12 

7.8 

3 

15.51 

Borg-Warner 

10 

13.5 

12.1 

0.2 

8 

12.3 

10.9 

5.1 

7 

8.9 

6 

12.5] 

City  Investing 

11 

13.0 

9.7 

1.2 

13 

9.2 

8.5 

2.2 

2 

15.3 

10 

9.5 

FMC 

12 

12.8 

12.1 

0.3 

12 

9.3 

8.6 

4.6 

11 

7.9 

12 

7.1 

Household  Intl 

13 

11.8 

13.5 

2.1 

19 

6.8 

7.3 

2.5 

3 

14.1 

15 

0.9 

Corning  Glass  Works 

14 

11.5 

9.7 

0.4 

10 

9.9 

7.3 

6.2 

14 

7.4 

13 

s.i 

Union  Carbide 

15 

11.1 

4.3 

0.4 

18 

8.1 

3.8 

2.5 

10 

8.0 

16 

0.9 

Intl  Tel  &  Tel 

16 

10.9 

10.1 

0.5 

16 

8.9 

8.5 

4.2 

18 

5.9 

14 

3.3 

Textron 

17 

10.2 

6.7 

0.2 

15 

8.9 

6.4 

2.9 

19 

3.8 

18 

-o 

RCA 

18 

10.1 

8.4 

0.8 

14 

9.0 

7.8 

2.5 

9 

8.2 

19 

-2.2 

National  Distillers 

19 

9.8 

4.4 

0.2 

17 

8.1 

4.5 

2.3 

15 

6.3 

20 

-2.4 
-i 

Olin 

20 

8.2 

6.9 

0.3 

20 

6.5 

5.7 

3.0 

16 

6.1 

17 

-0.9I 

AMF 

21 

6.5 

def 

0.4 

21 

5.4 

def 

def 

20 

1.9 

21 

-6.a 

Koppers 

22 

5.1 

0.5 

0.4 

22 

5.3 

2.8 

0.8 

13 

7.5 

23 

-16.2| 

U  S  Industries 

23 

3.1 

7.8 

0.2 

23 

3.6 

6.8 

3.0 

22 

-4.7 

22 

-11.0, 

Medians 

12.8 

9.7 

0.4 

9.3 

7.3 

2.9 

7.8 

7.1 

Conglomerates 

Teledyne 

1 

26.2% 

12.0% 

0.3 

2 

19.8% 

10.4% 

8.7% 

20 

7.9% 

3 

24.5i 

Litton  Industries 

2 

24.7 

14.0 

0.1 

4 

17.3 

11.1 

4.9 

21 

6.3 

D-F 

Raytheon 

3 

23.0 

17.4 

0.0 

1 

22.0 

17.0 

5.2 

7 

15.1 

5 

17.8 

Lear  Siegler 

4 

22.1 

15.2 

0.3 

5 

14.8 

12.1 

4.5 

13 

12.3 

6 

16.0 

Northwest  Industries 

5 

21.3 

1.7 

0.5 

8 

12.5 

2.3 

0.6 

19 

9.4 

8 

13.8 

Whittaker 

6 

19.6 

9.7 

0.5 

3 

18.4 

14.5 

2.0 

8 

14.6 

2 

31.4 

Fuqua  Industries 

7 

18.6tt 

39.8 

2.7 

17 

8.3tt 

17.0 

5.4 

6 

15.6 

1 

42.0 

Alco  Standard 

8 

18.0 

14.3 

0.4 

6 

13.1 

10.8 

1.0 

5 

16.4 

11 

10.11 

TRW 

9 

17.4 

12.2 

0.2 

10 

11.5 

8.6 

3.5 

15 

10.9 

13 

7.7 

Scott  &  Fetzer 

10 

16.3 

15.4 

0.4 

6 

13.1 

12.5 

5.0 

12 

12.8 

14 

6.6 

United  Technologies 

11 

16.3 

14.7 

0.3 

9 

12.1 

11.0 

3.4 

2 

21.1 

12 

8.9 

Figgie  Intl  Holdings 

12 

15.8 

13.1 

0.6 

14 

9.1 

8.8 

3.3 

22 

6.2 

7 

15.2 

W  R  Grace 

13 

15.0 

7.1 

0.5 

11 

10.4 

5.5 

2.6 

17 

9.7 

15 

6.4 

Kidde 

14 

14.5 

10.7 

0.6 

12 

9.6 

7.7 

3.3 

11 

13.1 

10 

11.8 

Ogden 

15 

14.2 

10.2 

1.1 

15 

8.7 

7.5 

3.0 

23 

5.2 

18 

3.4 

Growth 


Note:  Explanation  of  Yardsticks  calculations  on  page  38. 
ttThree-year  average    D-P:  deficit  to  profit;  not  ranked 


def  deficit 
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The  Service  Spectrum 


cm 


Only  CF  offers  a  full  spectrum  of  freight 
transportation  services: 

mm  Nationwide  regular  route  LTL  or  truckload 
service  to  all  50  states  (containers  to  Alaska 
and  Hawaii),  Canada,  Mexico,  RO/RO  to  Puerto 
Rico.  Common  and  contract.  No  one  matches 
this  coverage  via  Consolidated  Freightways. 

mm  Overnight,  short-haul  service  via  the  Con- 
Way  Express  and  Penn  Yan  companies. 

*  Airfreight,  door-to-door,  domestic  and  inter- 
national, via  CF  Air  Freight. 

Third  day,  coast  to  coast,  truck-air-truck  via 
Consolidated  Freightways. 

*sSr?s  mm  *-0SN  cost-  irre9ular  route  truckload  service 
— vans,  flats  and  temp  control — via  CF  Arrow- 
head Services. 

1^^  n  Low  cost  TOFC  (piggyback)  between 

major  markets  via  CF  Forwarding,  with  pickup 
and  delivery. 

■  Customs  brokerage  and  ocean  forwarding 
by  CF  Export-Import  Services. 


All  this  under  one-company  responsibility 
and  control:  your  assurance  you're  getting  the 
best  service  at  the  right  price. 

For  more  information  about  any  CF  service 
call  or  write  The  CF  Company,  3240  Hillview 
Avenue,  Box  10340,  Palo  Alto,  California  94303; 
(415)  494-2900.  Telex  IX  91 0-373-21 05. 


The  service  company 


Company 


and  worrying  since  con- 
glomerates are  heavily 
weighted  to  capital-in- 
tensive businesses, 
where  they  often  enjoy  a 
commanding  market  share. 


time  conglomerate  a  la  Jimmy  Ling 
and  Charlie  Bluhdorn  is  disappearing. 
High  interest  rates  helped  kill  it,  but 
more  basically  it  was  an  idea  whose 
time  never  came:  A  management  can 
do  only  so  many  things.  "Constant 


It  all  boils  down  to  this:  The  old-    diversity  is  a  trap,"  says  Ken  Semels- 


berger,  Scott  &  Fetzer  vice  president 
for  finance.  The  conglomerate  had  a 
good  run — from  the  time  Royal  Little 
invented  it  in  the  1950s — but  it  never 
really  worked  well.  "Focused"  con- 
glomerate? Just  another  way  of  saying 
no  conglomerate  at  all.  ■ 


Diversified  companies 

Yardsticks  of  management  performance 


Profitability 

Growth 

Return  on  equity 

Return  on  total  capital 

Sales 

Earnings 
per  share 

latest 

debt/ 

latest 

net 

5-year 

5-year 

12 

equity 

5-year 

5-year 

12 

profit 

5-year 

5-year 

5-year 

5-ye 

Company 

rank 

average 

months 

ratio 

rank 

average 

months 

margin 

rank 

average 

rank 

aver 

Allied  Corp 

16 

11.6% 

9.0% 

0.2 

18 

8.2% 

7.4% 

3.7% 

3 

18.8% 

17 

4.4 

Signal  Cos 

17 

11.5 

3.4 

0.3 

13 

9.4 

4.0 

1.3 

10 

14.1 

16 

6.3 

Penn  Central 

18 

11.0 

5.8 

0.3 

16 

8.3 

5.4 

4.0 

1 

41.7* 

4 

22.4 

Gulf  &  Western  Inds 

19 

10.2 

def 

0.6 

20 

6.6 

def 

def 

18 

9.6 

22 

-2.! 

Allegheny  Intl 

20 

8.8 

def 

0.8 

19 

7.7 

2.9 

def 

9 

14.1 

20 

l.j 

Amfac 

21 

8.4 

def 

0.8 

21 

6.3 

def 

def 

16 

10.2 

21 

-2.1 

IC  Industries 

22 

8.3 

4.6 

0.8 

22 

5.5 

4.2 

1.6 

4 

16.5 

19 

3.1 

Bangor  Punta 

23 

6.8 

def 

0.6 

23 

5.1 

def 

def 

14 

11.7 

9 

13.: 

Sybron 

24 

3.5 

def 

0.5 

25 

4.4 

def 

def 

24 

3.7 

23 

-19.( 

Chromalloy  American 

25 

2.7 

def 

0.9 

24 

4.5 

0.9 

def 

25 

3.4 

24 

-27.2 

Medians 

15.0  9.7 

0.5 

9.4  7.5 

3.0 

12.3 

8.3 

Industry  medians 

13.9  9.7 

0.4 

9.4  7.5 

3.0 

9.5 

I 

All-industry  medians 

15.1  12.6 

0.4 

10.8 

8.6 

3.5 

12.4 

9.4 

Note:  Explanation  of  Yardsticks  calculations  on  page  38. 
^Four-year  growth,    def:  deficit. 


GOOD  AS  GOLD 
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In  South  Carolina  we 
know  that  profitable 
business  is  good 
business,  and 
good  business  is 
the  goose  that  lays 
our  golden  eggs. 
So  we  try  hard  to 
keep  things  good 
for  the  goose. 

Worker  pro- 
ductivity here 
remains  among 
America's  highest 
Work  stoppage 
rates  among  the 
lowest  Worker 
skills  are  vast 


and  varied  because  our  Technical 
Education  System  is  among 
the  nation's  best 

Good  transporta- 
tion, abundant  energy 
and  major  market 
access  for  any  busi- 
ness from  robotics 
.  ^  to  rubber 
'help  make 

South 
Carolina  as 
good  as  gold. 

South 
Carolina 


Robert  E.  Leak,  Director,  South  Carolina  Suite  Development  Board  ^ 
P.O.  Box927,  Suite404,  Columbia,  S  C.  29202.  (803)758-3145,  TWX 810-666  2628.  & 


Many  Forbes  industry  groups  are  recovery-bound. 
But  the  laggards  still  waiting  for  better 
days  are  holding  down  the  median. 


Who's  where 
in  the 
industry 
groups 


Tj  HE  COMBINED  EFFECTS  of 
|  the  recession  and  the  far- 
reaching  transformation 
taking  place  in  U.S.  indus- 
try have  left  their  scars. 
Among  the  46  industry  groups 
ranked  here,  the  median  return  on 
stockholders'  equity  was  12.6%  for 
the  latest  12  months,  compared 
with  12.7%  one  year  ago.  This  is  an 
eight-year  low. 

The  five-year  average  return  on 
equity  is  also  down,  from  15.9%  to 
15.1%  last  year.  Nevertheless,  the 
magnitude  of  the  drop  was  relatively 
slight  considering  the  severe  winds 
that  have  buffeted  the  economy  in 
recent  years. 

Another  factor  to  consider  is  this: 
If  the  absolute  figures  for  return  on 
equity  didn't  look  very  good,  the  real 
rate  of  return  showed  definite  im- 
provement in  1983. 

What  do  we  mean  by  "real"  rate  of 
return?  We  are  referring  to  the  rate 
of  return  adjusted  for  inflation.  Infla- 
tion over  the  12-month  period  moni- 
tored by  the  1983  figures  ran  at  a 
comparatively  mild  2.9%,  as  com- 
pared with  5.1%  in  last  year's  sur- 
vey. Thus  the  real  rate  of  return  was 
9.7%  in  1983,  compared  with  the 
7.6%  return  in  1982. 

Forbes  uses  medians  rather  than 
averages  to  track  industry  perfor- 


mance. This  filters  out  distortions 
caused  by  windfall  profits  at  the  top 
or  staggering  losses  at  the  bottom. 
Why  are  the  medians  useful?  Be- 
cause they  are  a  standard  for  measur- 
ing individual  companies.  Did  they 
do  better  than  their  industry's  medi- 
an? Or  worse? 

Industry  groups  that  performed  in 
1983  close  in  line  to  the  all-industry 
median  include  contractors,  insur- 
ance, natural  gas,  apparel  and  house- 
hold goods. 

There  are  only  a  handful  of  indus- 
try groups  that  fell  from  being  above 
the  all-industry  median  in  last  year's 
annual  report  to  being  below  the 
Yardstick  this  time  around;  the  lei- 
sure industry  is  an  example.  Indus- 
try groups  such  as  computers,  food 
processors  and  electronics  couldn't 
keep  pace  with  their  levels  of  the 
previous  year. 

Oilfield  drillers  and  services  regis- 
tered the  biggest  decline.  Last  year 
this  group  had  a  23%  median  return 
on  equity  for  the  latest  12  months.  It 
is  now  a  paltry  1%. 

From  being  the  most  glittering  of 
businesses,  oil  services  overnight 
became  one  of  the  most  tarnished  of 
industries.  In  statistics  it's  called  re- 
gression to  the  mean.  Or,  in  more 
homely  language,  the  pride  that 
goeth  before  a  fall. 
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Industry  medians 


Yardsticks  of  management  performance 


Profitability 

Growth 

Earnings 

Return 

on  equity 

Return 

on  total  capital 

Sales 

per  share 

latest 

/lei-ii 
U  t  1)1 

latest 

net 

5-year 

5-year 

12 

equity 

5  year 

5-year 

12 

profit 

5-year 

5-year 

5  year 

5  yea 

Industry 

rank 

average 

months 

ratio 

rank 

average 

months 

margin 

rank 

average 

rank 

avera 

Brokerage 

1 

22.9% 

29.5%  • 

0.5 

1 

18.5% 

22.7% 

6.5% 

1 

34.3% 

1 

28.0? 

Tobacco 

2 

22.1 

19.5 

0.5 

13 

13.1 

12.4 

5.6 

26 

11.9 

3 

18.2 

Health  care 

3 

19.9 

18.0 

0.4 

11 

13.3 

14.5 

6.8 

10 

16.2 

2 

19.7 

Beverages 

4 

19.6 

16.7 

0.5 

9 

13.6 

10.6 

5.8 

12 

15.5 

5 

16.3 

Alcoholic  beverages 

— 

16.8 

14.8 

0.3 

— 

10.9 

10.4 

7.0 

— 

12.6 



21.7 

Soft  drinks 

on  7 

1  7  3 

n  ft 

U.O 

14.9 

10.6 

1  A  7 

10.4 

Oilfield  drillers  and  services 

5 

19.2 

1.0 

0.5 

11 

13.3 

2.4 

0.6 

6 

19.3 

1 1 

12.5 

Publishing 

6 

19.1 

19.8 

0.1 

2 

17.0 

15.5 

7.3 

14 

15.1 

9 

14.5 

Toiletries  and  cosmetics 

7 

18.7 

15.2 

0.2 

7 

13.9 

12.6 

6.0 

29 

11.2 

27 

8.5 

Aerospace  and  defense 

8 

18.5 

14.8 

0.2 

15 

12.9 

11.5 

3.3 

23 

12.4 

10 

12.7 

Drugs 

8 

18.5 

19.0 

0.2 

4 

15.3 

16.2 

10.6 

30 

11.1 

21 

10.5 

Office  equipment  and  services 

10 

17.8 

14.3 

0.2 

6 

14.0 

11.9 

3.9 

5 

19.4 

14 

12.2 

Office  equipment 

10.2 

11.8 

0.3 

12.1 

11.0 

5.1 

11.2 

— 

3.7 

Office  services 



23.4 

18.3 

0.2 



15.1 

14.0 

3.2 



19.9 

17.5 

Specialty  retailers 

11 

17.7 

17.3 

0.5 

13 

13.1 

12.0 

3.2 

9 

16.4 

7 



15.5 

Drug  chains 

19.8 

18.6 

0.4 

15.6 

13.7 

2.8 

17.1 

18.8 

Fast  food  chains 

— 

19.4 

19.9 

0.6 

— 

12.1 

12.1 

4.2 

— 

18.5 

18.6 

Other  specialists 

— 

15.7 

15.0 

0.5 

■  Sr~' 

12.5 

11.4 

3.5 

— 

14.6 

— 

9.1 

Electrical  equipment 

12 

17.5 

13.3 

0.2 

3 

16.0 

12.2 

5.4 

17 

14.2 

12 

12.4 

Energy 

13 

17.4 

9.9 

0.4 

19 

12.0 

7.1 

3.3 

8 

18.8 

14 

12.2 

International  oils 

17.7 

9.3 

0.3 

13.2 

7.4 

3.1 

15.0 

12.6 

Other  oil  and  gas 



18.4 

10.3 

0.5 



12.3 

7.2 

3.7 



21.9 

12.4 

Coal 

4.7 

7.7 

0.6 

- 

4.6 

5.2 

3.0 

— 

7.8 

-23.4 

Broadcasting 

14 

17.1 

13.7 

0.4 

5 

14.7 

9.3 

5.4 

22 

12.8 

20 

i  a  n 

io. y 

Truckers  and  shippers 

15 

17.0 

13.1 

0.5 

27 

9.9 

8.6 

3.6 

39 

9.0 

22 

9.8 

Truckers 

19.1 

13.1 

0.8 

9.5 

8.6 

3.6 

10.6 

— 

10.7 

Other  surface  transportation 

_ 

14.4 

11.9 

0.5 

10.3 

9.0 

3.6 

_ 

3.8 

9.2 

Supermarkets 

16 

16.5 

16.2 

0.7 

21 

10.5 

10.5 

1.3 

25 

12.1 

8 

14.7 

Major  chains 

— 

17.1 

19.0 

0.7 

11.0 

11.5 

1.4 

12.1 

— 

14.0 

Regional  chains 

15.7 

13.6 

0.7 

10.3 

10.1 

1.0 

12.1 

— 

15.6 

Contractors 

17 

16.1 

12.5 

0.4 

16 

12.6 

9.1 

1.8 

16 

14.7 

5 

16.3 

Heavy  construction 

— 

16.7 

12.5 

0.4 

13.1 

9.7 

1.8 

14.9 

— 

16.3 

Home  building 

13.0 

12.2 

0.5 

7.9 

6.9 

3.0 

13.0 

— 

8.1 

Leisure 

18 

15.9 

10.2 

0.4 

23 

11.0 

7.8 

4.6 

23 

12.4 

24 

9.3 

Hotels  and  gambling 

— 

18.3 

5.4 

1.0 

— 

10.1 

7.0 

4.7 

— 

11.8 

17.1 

Entertainment 

—  ' 

16.3 

13.1 

0.3 

— 

14.0 

7.2 

7.1 

— 

14.2 

— 

8.6 

Recreation 

13.8 

10.3 

0.3 

11.8 

9.8 

4.1 

12.4 

— 

7.7 

Branded  foods 

19 

15.5 

15.8 

0.4 

17 

12.4 

12.3 

3.5 

34 

10.1 

'  25 

9.1 

Diversified 

— 

15.7 

15.9 

0.4 

— 

12.0 

12.1 

3.5 

— 

10.3 

8.7 

Specialized 

— 

15.5 

15.8 

0.3 

— 

12.6 

12.9 

4.1 

— 

10.1 

— 

11.0 

Insurance 

19 

15.5 

12.4 

0.1 

7 

13.9 

11.6 

6.9 

20 

13.0 

12 

12.4 

Life  and  accident 

— 

14.1 

13.0 

0.1 

— 

12.3 

10.9 

7.5 

— 

16.8 

9.2 

Fire  and  casualty 

— 

17.2 

12.4 

0.1 

— 

17.0 

11.7 

6.6 

— 

13.1 

14.6 

Multiple  line 

17.4 

13.3 

0.2 

14.1 

1 1.6 

5.8 

12.4 

12.4 

Natural  gas 

21 

15.4 

12.3 

0.7 

30 

8.9 

7.2 

3.4 

7 

19.1 

28 

8.1 

Producers  and  pipeliners 

17.5 

12.6 

0.7 

9.4 

7.1 

3.4 

23.9 

— 

10.6 

Pipeliners  and  distributors 



18.9 

15.3 

0.7 



in  ^ 
1U.4 

Q  7  - 

8. 1 

5.0 



19.7 

Distributors 



13.2 

10.6 

0.7 



7.7 

6.9 

2.7 



18.3 

6.1 

Wholesalers 

21 

15.4 

16.0 

0.6 

18 

12.1 

11.0 

1.3 

20 

13.0 

18 

11.7 

Food  distributors 

13.1 

14.8 

0.6 

10.2 

10.7 

0.8 

13.6 

10.9 

Other  wholesalers 

17.1 

17.8 

0.4 

13.1 

13.8 

2.0 

11.7 

12.7 

Computers 

23 

15.1 

8.9 

0.3 

9 

13.6 

7.6 

4.3 

3 

23.2 

4 

16.6 

Industrial  equipment  and  services 

24 

15.0 

7.1 

0.3 

21 

11.5 

6.4 

3.0 

31 

10.6 

31 

7.0 

Production  equipment 

13.2 

1.7 

0.3 

11.1 

1.9 

2.4 

9.9 

3.3 

Specialty  equip,  materials 

14.6 

8.2 

0.3 

12.0 

6.7 

3.2 

10.2 

6.8 

Industrial  services 

20.8 

18.3 

0.5 

14.7 

11.0 

6.0 

25.0 

22'.1 

Note:  Explanation  of  Yardsticks  calculations  on  page  38. 
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The  biggest  issues 
confronting  America 

today. 


Today,  only  Reader's  Digest  and  TV  Guide  have  higher 
domestic  U.S.  circulation  than  Modern  Maturity. 

Our  8,990,006  total  is  documented  by  the  geo- 
graphic analysis  of  the  June  30,  1983  ABC  publishers' 
statements. 

It's  explained  by  the  phenomenal  growth  of  the  50  and 
over  market— now  one  in  every  three  adult  Americans. 

And  these  experienced  consumers  control  50%  of 
all  discretionary  income,  according  to  the  Conference 
Board. 

Join  the  growing  list  of  advertisers  who  target  these 
experienced  consumers  in  Modern  Maturity 

There's  no  better  growth  opportunity  for  your 
product  or  service. 

Modern  Maturity 

America's  3rd  largest  magazine. 


Maturity  Magazines  Group,  420  Lexington  Avenue,  New  York,  N.  Y.  10170  212-599-1880 


Industry  medians 

Yardsticks  of  management  performance 


Profitability 

Growth 

Earnings 

Return  on  equity 

Return  on  total  capital 

dales 

per  share 

latest 

debt/ 

latest 

net 

5-year 

5-year 

12 

equity 

5-year 

5-year 

12 

profit 

5-year 

5-year 

5-year 

5-yea 

Industry 

rank 

average 

months 

ratio 

rank 

average 

months 

margin 

rank 

average 

rank 

avera 

Electronics 

25 

14.9% 

11.1% 

0.3 

21 

11.5% 

8.5% 

5.0% 

14 

15.1% 

19 

ii. 

Banks 

26 

14.7 

13.2 

0.3 

19 

12.0 

11.3 

6.7 

4 

20.4 

14 

12.2 

New  York  banks 

14.7 

14.6 

0.5 

11.6 

1 1.4 

5.3 

21.7 

12.3i 

14.6 

12.9 

0.3 

12.1 

11.3 

6.9 



20.3 

12.2, 

Telecommunications 

27 

14.6 

14.4 

0.8 

39 

7.5 

7.7 

8.7 

17 

14.2 

33 

6.3 

Food  processors 

28 

14.1 

9.2 

0.4 

25 

10.0 

7.2 

1.7 

32 

10.5 

23 

9.4 

Meatpackers 

14.0 

10.3 

0.8 

9.3 

8.5 

0.9 

— 

7.1 

9.6 

Agricultural  commodities 

15.1 

8.3 

0.3 

10.7 

6.9 

2.1 

— 

13.0 

7.5 

Diversified  companies 

29 

13.9 

9.7 

0.4 

28 

9.4 

7.5 

3.0 

36 

9.5 

29 

7.51 

ivlulti  com  panics 

9.7 

0.4 

O  1 

y.o 

7  1 

1  .O 

2.9 

7.8 

7.1 

15.0 

9.7 

0.5 

9.4 

7.5 

3.0 

— 

12.3 

8.3 

Chemicals 

30 

13.2 

9.2 

0.4 

25 

10.0 

7.1 

3.9 

35 

9.9 

36 

4.4 

J_#1VCX9IX1CU 

li.6 

7.4 

0.3 

8.8 

6.0 

2.8 

8.9 

-0.6 

^npri  n  1  i  7pH 

15. 8 

11.5 

0.4 

10.7 

7.5 

5.3 

— 

10.7 

10.81 

Electric  utilities 

31 

12.9 

14.9 

0.8 

40 

7.2 

7.9 

12.1 

19 

14.0 

37 

3.7 

Northeast 

— 

12.6 

14.9 

0.8 

— 

7.3 

8.3 

11.1 

12.9 

— 

4.fl 

Midwest 

— 

13.2 

15.6 

0.9 

— 

7.2 

7.9 

12.5 



13.5 

— 

3.91 

Southeast 

12.4 

13.9 

0.8 

6.6 

6.9 

11.1 



13.8 

3.0 

Southwest 



14.0 

15.7 

0.8 



7.7 

8.4 

13.0 



17.6 



4.6 

West 

— 

12.8 

13.8 

0.9 

— 

7.9 

8.0 

15.3 

— 

19.0 

— 

3.3 

General  retailers 

32 

12.5 

13.8 

0.7 

29 

9.3 

10.4 

2.8 

27 

11.7 

29 

7.S 

JJd.1  1 1 11 C 11 1  31U1C3 

12.2 

13.6 

0.6 

9.4 

10.6 

3.5 

— 

11.2 

7  7 

Discount  and  variety  stores 

— 

12.9 

1  A.  1 

u.o 

— 

9.3 

10.3 

z.o 

1  1  7 

11./ 

— 

4.9! 

Financial  services 

33 

11.8 

9.1 

1.7 

33 

8.3 

6.3 

3.5 

11 

15.8 

39 

i.a 

Packaging 

34 

11.0 

6.4 

0.5 

35 

8.0 

6.0 

1.9 

33 

10.3 

35 

6.1 

Apparel 

35 

10.9 

12.9 

0.3 

30 

8.9 

10.5 

3.5 

43 

7.3 

26 

8.7 

Clothing 

12.2 

13.7 

0.3 

11.0 

11.2 

3.6 

7.8 

11  d 

8.3 

7.9 

0.4 

7.0 

6.8 

3.0 

— 

5.8 

l.S 

Shoes 

22.9 

u.z 

17.0 

16.2 

I  1  0 

I I  .y 

19  II 

1 

Railroads 

36 

10.8 

8.0 

0.5 

41 

7.1 

5.3 

5.4 

28 

11.5 

17 

11s 

Household  goods 

37 

10.6 

12.7 

0.4 

32 

8.5 

9.7 

3.8 

37 

9.4 

34 

6.2 

Appliances 

— 

10.5 

12.8 

0.4 

— 

8.4 

10.0 

3.3 

7.8 

— 

4.C 

Housewares  and  furnishings 

9.4 

9.5 

0.4 

7.2 

7.2 

2.7 



10.3 

-2.2 

Woi  i Qflf ppnin tr  nrnniirfc 



16.4 

17.7 

0.3 



13.6 

14.2 

5.6 



10.1 



8.3 

Forest  products 

38 

9.9 

4.5 

0.5 

37 

7.6 

4.3 

2.4 

38 

9.3 

38 

2.C 

Nonferrous  metals 

39 

9.4 

def 

0.6 

34 

8.2 

1.8 

0.4 

40 

8.9 

32 

6.4 

Building  materials 

40 

9.2 

8.0 

0.5 

37 

7.6 

6.4 

2.6 

42 

7.9 

40 

-0.1 

Lumber 

8.4 

3.4 

0.6 

6.0 

3.4 

1.7 

9.4 

-5.: 

Cement  and  gypsum 



9.8 

2.7 

0.9 



7.8 

3.7 

2.3 

7.5 



o.e 

Other  building  materials 

— 

8.6 

9.4 

0.5 

— 

7.2 

7.3 

2.8 

— 

7.8 

— 

-4.C 

RmlHinc?  pninnmpnt 

14.8 

11.0 

0.5 

11.3 

8.5 

2.8 

9.3 

10.3 

Aiitn  ciinnliprc 
rtuiu  suppliers 

41 

8.9 

8.4 

0.4 

36 

7.9 

6.8 

2.7 

41 

8.2 

41 

-2.3 

Tire  and  rubber 

5.1 

6.5 

0.5 

5.2 

5.6 

2.4 

4.7 

-7.8 

Partsmakers 

11.9 

11.2 

0.4 

9.7 

8.0 

3.2 

— 

9.2 

-0: 

The  thrifts 

42 

6.9 

21.0 

0.3 

42 

6.8 

18.9 

4.6 

2 

23.7 

45 

-24.1 

Construction,  mining,  rail  equipment 

43 

6.5 

def 

0.7 

43 

5.8 

def 

def 

44 

5.8 

42 

-13.< 

Heavy  equipment 

4.2 

def 

0.5 

4.3 

def 

def 

5.3 

-22.; 

Rail  equipment 

9.8 

def 

1.2 

6.2 

1.7 

"def 

6.9 

-0.: 

Steel 

44 

4.2 

def 

0.5 

44 

5.1 

def 

def 

45 

5.6 

43 

-14.( 

Autos  and  trucks 

45 

3.8 

def 

0.4 

45 

4.5 

1.2 

1.3 

46 

5.0 

44 

-17.: 

Airlines 

46 

def 

def 

1.5 

46 

3.0 

0.7 

def 

12 

15.5 

46 

p-r 

All-industry  medians 

15.1 

12.6 

0.4 

10.8 

8.6 

3.5 

12.4 

9.< 

Note:  Explanation  of  Yardsticks  calculations  on  page  38. 
P-D:  profit  to  deficit,    def:  deficit. 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 

The  offer  is  made  only  by  the  Prospectus. 


New  Issue  /  December  7,  1983 

$300,000,000 

CHRYSLER 

W£^&   FINANCIAL  CORPORATION 

13%%  Notes  Due  1988 

Price  99.60%  and  accrued  interest,  if  any,  from  December  15, 1983 

Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which  this 
announcement  is  circulated  only  from  such  of  the  undersigned 
as  may  legally  offer  these  securities  in  such  State. 


Salomon  Brothers  Inc 

The  First  Boston  Corporation       Goldman,  Sachs  &  Co.       Lehman  Brothers  Kuhn  Loeb 

Incorporated 

Merrill  Lynch  Capital  Markets  Morgan  Stanley  &  Co. 

Incorporated 

Bear,  Stearns  &  Co.  A.  G.  Becker  Paribas  Blyth  Eastman  Paine  Webber 

Incorporated  Incorporated 

Dillon,  Read  &  Co.  Inc.         Donaldson,  Lufkin  &  Jenrette         Drexel  Burnham  Lambert 

Securities  Corporation  Incorporated 

E.  F.  Hutton  &  Company  Inc.  Kidder,  Peabody  &  Co.  Lazard  Freres  &  Co. 

Incorporated 

Prudential-Bache    L.  F.  Rothschild,  Unterberg,  Towbin    Shearson/American  Express  Inc. 

Securities 

Smith  Barney,  Harris  Upham  &  Co.      Wertheim  &  Co.,  Inc.      Dean  Witter  Reynolds  Inc. 

Incorporated 

Sanford  C.  Bernstein  &  Co.,  Inc.  Alex.  Brown  &  Sons 

A.  G.  Edwards  &  Sons,  Inc.  Ladenburg,  Thalmann  &  Co.  Inc. 

Moseley,  Hallgarten,  Estabrook  &  Weeden  Inc.  Oppenheimer  &  Co.,  Inc. 

Thomson  McKinnon  Securities  Inc.  Tucker,  Anthony  &  R.  L.  Day,  Inc, 


The  true  test  of  management  is  what  kind 
of  return  it  earns  on  its  shareholders'  capital.  For  growth  without 
profitability  is  worse  than  no  growth  at  all 


Who's 
where  in 
profitability 


Earnings  are  only  mean- 
ingful when  expressed  in 
terms  of  the  size  of  the 
company  that  generates 
them.  Earnings  of  $5  mil- 
lion might  be  fantastic  for  a  tiny 
growth  company  but  a  near  disaster 
for  a  Goliath  like  Mobil.  The  way  to 
put  earnings  into  perspective  is  to 
match  them  to  shareholders'  equity. 
Accountants  call  this  ROE — return 
on  equity — but  we  call  it  "basic  prof- 
itability," and  it  is  expressed  as  a  per- 
centage of  equity  capital.  A  company 
with  $1  million  in  equity  capital  and 
profits  of  $150,000  would  have  an 
ROE,  basic  profitability,  of  15%. 

To  see  how  most  Yardsticks  com- 
panies fared  in  profitability  in  1983, 
refer  to  the  report  on  page  250.  The 
all-industry  median  ROE  for  the  lat- 
est 12  months  for  all  1,008  companies 
is  12.6%,  off  a  shade  from  1982's 
12.7%.  No  surprise  that  brokerage 
houses  show  the  highest  return, 
29.5%.  Tobacco  is  second  again. 
Meanwhile,  nonferrous  metals,  con- 
struction, mining  and  rail  equipment, 
autos  and  trucks,  steel  and  airlines  all 
show  negative  returns.  These  are 
rough  times  for  heavy  industry. 

Be  warned,  though:  These  figures 
for  basic  profitability  can  be  distorted. 
A  company  may  take  huge  writeoffs 
against  stockholders'  equity  that 
shrink,  temporarily  at  least,  its  equity 
base.  Obviously,  even  mediocre  earn- 
ings will  look  outstanding  when  ex- 
pressed as  a  percentage  of  that 
shrunken  equity  base.  End  result:  an 
extraordinarily  high,  and  misleading, 
return  on  equity.  In  the  past,  both 
Geico  and  Lockheed  were  good  exam- 
ples of  this.  But  they  have  since  re- 
built their  equity. 

A  decline  in  ROE,  if  from  a  very 
high  base,  isn't  necessarily  a  danger 


sign.  Apple  Computer  is  still  ranked 
number  one  with  its  five-year  average 
ROE  of  100.5%.  But  now  look  at  Ap- 
ple's performance  for  the  latest  12 
months — a  still  impressive,  but  sig- 
nificantly smaller,  28.4%.  There  is  no 
way  in  the  world  that  any  company 
could  continue  earning  100%  on  equi- 
ty. Competition  always  sees  to  that 
and  certainly  has  in  Apple's  case. 

Since  return  on  equity  only  mea- 
sures profits  against  what  sharehold- 
ers have  invested  in  a  business,  and 
doesn't  show  what  the  company  has 
borrowed,  Forbes  also  calculates  re- 
turn on  total  capital — stockholders' 
equity  plus  long-term  debt.  Generally 
this  is  a  more  reliable  measure  of  prof- 
itability because  it  measures  the  true 
amount  of  capital  companies  have  in- 
vested in  the  business.  Be  cautious 
about  a  company  with  a  high  ROE  but 
a  mediocre  return  on  capital;  that 
company  may  be  leveraged  to  the  dan- 
ger point  and  vulnerable  to  a  down- 
turn or  setback.  Look  at  Big  Bear,  a 
relatively  new  NASDAQ  listing.  This 
Ohio-based  supermarket  chain  ranks 
sixth  with  its  five-year  average  return 
on  equity  of  48.9%.  But  now  look  to 
the  right  at  its  five-year  return  on 
capital:  just  16.4%,  which  ranks 
150th.  Big  Bear's  dynamic  ROEs  come 
from  heavy  debt  leverage. 

Using  the  federal  government's 
gross  national  product  price  deflator 
as  a  rough  guide,  inflation  has  aver- 
aged 7.6%  a  year  over  the  most  recent 
five  years.  A  third  of  the  companies 
surveyed  failed  to  show  a  return  on 
capital  that  matched  inflation  in 
1982,  and  in  1983  it  got  worse:  More 
than  40%  of  the  firms  failed  the  same 
test.  The  outlook  for  next  year  is 
brighter  as  the  economy  continues  to 
improve,  but,  clearly,  profitability  in 
U.S.  industry  isn't  what  it  should  be. 
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mpany 

Return  on  equity 
latest 
5-year  12 
rank  average*  months 

Return  on  capital 
latest 
5-year  12 
rank  average*  months 

Company 

Return  on  equity 
latest 
5-year  12 
rank  average*  months 

Return  on  capital 
latest 
5-year  12 
rank  average*  months 

pie  Computer 
iromedia 
KE 

leco  Industries 
;aru  of  America 

1  100.5%  28.4% 

2  80.6  55.1 

3  77.6  30.3 

4  59.7  44.2 

5  59.2  45.8 

1  1 10.4%  28.2% 
8     31.5  18.2 

2  65.6  30.0 
6     35.2  27.0 

3  54.1  39.1 

Allied  Bancshares 
Teledyne 
Savannah  Foods 
Shaklee 
Toys  "R"  Us 

64  26.3%  25.3% 

65  26.2  12.0 

66  26.2  35.1 

67  25.7  28.0 

68  25.5  20.6 

27     23.9%  24.1% 

67  19.8  10.4 
114      17.2  25.4 

68  19.8  23.2 
50     21.1  19.3 

;  Bear 
ndy 

Corp  of  America 
ndard  Oil  Ohio 
ILM 

6  48.9  35.9 

7  45.2  29.3 

8  42.8  82.0 

9  42.8  23.0 
10      41.4  10.9 

150      16.4  17.3 
12     28.8  25.9 
20     25.3  52.7 
55     20.7  14.5 
5     38.3  10.5 

Pennzoil 
First  Executive 
Melville 
Dover 
Esmark 

69  25.4  12.9 

70  25.3  18.2 

71  25.3  21.6 

72  25.2  16.7 

73  25.1  18.5 

316      12.9  7.1 
23     24.6  20.5 
26     23.9  21.2 
37     22.3  15.5 

205      14.8  12.3 

mdisco 
i  Foster 

viceMaster  Inds 
ICO 

ibro-Salomon 

11  40.8  46.0 

12  39.8  def 

13  39.7  44.2 

14  38.6  24.9 

15  36.5  25.1 

34     23.0  30.8 
621       8.8  def 
4     40.0  43.3 
39     22.2  20.4 
14     28.1  19.0 

Wendy's  International 
Turner  Construction 
Litton  Industries 
Dorchester  Gas 
Kelly  Services 

74  24.8  19.5 

75  24.8  25.4 

76  24.7  14.0 

77  24.6  12.7 

78  24.5  18.3 

65     20.0  14.7 
46      21.4  17.4 
113      17.3  11.1 
239      14.2  7.2 
24     24.6  18.2 

arter 

mo's 

ithKline  Beckman 
tchell  Energy  &  Dev 
dent  Loan  Mktg 

16  35.8  3.3 

17  35.3  28.8 

18  35.1  26.4 

19  35.0  18.6 

20  34.7  43.4 

53     20.9  5.3 
31     23.5  22.3 
9     31.2  23.3 
360     12.4  7.9 
663       8.3  6.2 

Freeport-McMoran 
Abbott  Laboratories 
Levi  Strauss 
Fort  Howard  Paper 
AMP 

79  24.3  12.4 

80  24.2  25.1 

81  24.0  19.2 

82  24.0  22.7 

83  23.9  20.1 

136      16.7  6.7 
71      19.6  20.5 
47     21.3  17.4 
82      18.9  18.3 
52     20.9  17.8 

lerican  Home  Products 

leral  Express 

ilumberger 

cas  Oil  &  Gas 

lited 

21  33.9  34.7 

22  33.7  22.0 

23  33.6  21.7 

24  33.3  31.9 

25  33.2  40.0 

7     33.4  32.4 
41      22.0  14.7 
11     31.1  20.3 
159      16.1  15.2 
28     23.8  25.5 

Nucor 
ConAgra 

Trinity  Industries 

Maytag 

PHH  Group 

83      23.9  10.5 

85  23  9  19.8 

86  23.8  7.0 

87  23.7  27.5 

88  23.7  20.0 

87      18.6  9.4 
139      16.6  15.5 
83      18.8  6.6 
40     22.1  23.7 
808       6.6  8.3 

l-Mart  Stores 
tnana 
te  Home 
w  Jones 
>d  Lion 

26  33.1  33.0 

27  32.6  34.2 

28  32.3  49.1 

29  32.1  31.3 

30  31.9  26.9 

44     21.5  21.1 
364      12.4  14.7 
125      17.0  26.1 
13     28.8  27.8 
19     25.7  21.2 

Philip  Morris 
Pioneer  Hi-Bred  Intl 
American  Stores 
Nalco  Chemical 
Avon  Products 

88       23.7  23.7 

90  23.6  13.1 

91  23.6  25.6 

92  23.5  18.4 

93  23.5  14.9 

303      13.1  12.4 
58     20.5  12.2 

177      15.5  14.2 
36     22.9  17.8 
33     23.1  11.7 

leileman  Brewing 
a  &  Bradstreet 
ng  Laboratories 
peer 

l  Communications 

31  31.7  28.7 

32  31.3  32.0 

33  31.3  20.8 

34  30.7  21.2 

35  30.6  28.1 

43     21.9  14.5 
10     31.1  32.1 
59     20.5  15.3 
138      16.6  10.8 
97      18.2  13.6 

United  Energy  Resources 
Computer  Sciences 
Hilton  Hotels 
Big  V  Supermarkets 
Houston  Natural  Gas 

94  23.5  5.7 

95  23.4  11.0 

96  23.4  18.6 

97  23.3  18.2 

98  23.2  15.1 

152      16.3  4.5 

208  14.7  9.1 
107      17.5  13.2 
164      15.8  12.5 

209  14.7  10.6 

1  Hutton  Group 

&.G 

lid  Shipyards 
lieral  Cinema 
egheny  Beverage 

36  30.3  31.1 

37  29.6  25.3 

38  29.2  17.1 

39  29.2  54.3 

40  29.0  35.3 

22     24.8  22.7 
18     26.4  23.3 
126     16.9  10.4 
165      15.8  22.0 
252      14.0  10.2 

IBM 

Fremont  General 
Western  Co  No  Amer 
Dean  Foods 
Raytheon 

99      23.2  25.6 

100  23.1  def 

101  23.1  def 

102  23.0  22.3 

103  23.0  17.4 

49      21.2  22.6 
96      18.3  1.5 
424      11.5  2.9 
130     16.8  17.5 
42     22.0  17.0 

uxe  Check  Printers 

bal  Marine 

I 

CO 

i  ft  Independent 

41  29.0  28.9 

42  28.9  13.7 

43  28.5  27.1 

44  28.3  def 

45  28.1  22.1 

17     26.5  26.1 
291      13.3  6.6 
114      17.2  15.4 
531       9.9  def 
172      15.6  14.6 

Ashland  Oil 
Waste  Management 
Brown-Forman  Dist 
Merrill  Lynch 
Valero  Energy 

104  23.0  5.7 

105  22.9  18.0 

106  22.9  21.6 

107  22.9  26.9 

108  22.8  13.7 

356      12.4  5.1 
149      16.4  13.5 
102      17.8  18.5 
90     18.5  20.3 
428      11.4  7.5 

;  oro  Petroleum 

)CO 

logg 

'  rthington  Inds 

46  28.1  12.9 

47  27.9  37.5 

48  27.9  33.8 

49  27.7  27.6 

50  27.6  17.2 

161      16.0  10.1 

29  23.8  32.3 
177     15.5  18.2 

30  23.6  25.2 
101      17.9  11.6 

Republic  New  York 

Merck 

McDonald's 

Trust  Co  of  Georgia 

Resorts  Intl 

109  22.8  18.6 

110  22.8  20.2 

111  22.8  21.7 

112  22.7  24.0 

113  22.7  10.1 

174      15.6  13.6 
76      19.2  15.8 

290      13.3  13.3 
75      19.3  21.6 

100      18.0  8.3 

t  Boston 

i  sh  &  McLennan  Cos 
»1  Convenience  Stores 
>ons 

)A  Industries 

51  27.6  29.5 

52  27.6  26.2 

53  27.5  23.1 
53       27.5  25.3 
55       27.5  20.7 

15  27.6  29.7 

16  27.0  23.4 
284      13.5  11.1 

25     24.2  23.2 
121      17.2  13.3 

Bristol-Myers 
Rite  Aid 

Alexander  &  Alexander 

Loews 

Entex 

114  22.6  22.9 

115  22.6  22.6 

116  22.6  def 

117  22.5  22.2 

118  22.5  19.7 

51     21.0  21.5 
61     20.2  20.1 
21      25.0  0.5 
338      12.6  14.1 
369      12.3  11.5 

:  idental  Petroleum 
kheed 

er  Valu  Stores 
es  River  Corp  Va 

56  27.3  def 

57  27.0  50.6 

58  26.8  22.6 

59  26.7  25.0 

203      14.9  3.1 
459      10.9  23.2 
90     18.5  16.2 
137      16.7  17.5 

Albertson's 
McGraw-Hill 
Murphy  Oil 
Washington  Post 

119  22.4  19.0 

120  22.3  22.5 

121  22.3  16.3 

122  22.3  23.9 

276      13.6  13.0 
60     20.2  20.8 

262      13.9  11.3 
99      18.1  20.9 

sion  Insurance 
!  :ry  Air  Freight 
o  Laboratories 
'  tronic  Data  Systems 

60  26.6  12.4 

61  26.5  24.1 

62  26.5  13.2 

63  26.4  27.4 

32     23.5  11.7 
38     22.3  13.5 
220     14.5  8.9 
34     23.0  22.7 

Coca-Cola 
Kaneb  Services 
Fairchild  Industries 
American  Brands 

123  22.2  19.9 

124  22.1  16.2 

125  22.1  6.1 

126  22.1  19.5 

62      20.2  16.4 
296     13.2  9.4 
145      16.5  6.5 
148      16.5  15.2 

r  some  companies  (as  noted  in  the  individual  Yardsticks  tables)  the  average  return  is  for  less  than  five  years. 
1  deficit 
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Company 

Return  on  equity 
latest 
5-year  12 
rank  average*  months 

Return  on  capital 
latest 
5-year  12 
rank  average*  months 

Company 

Return  on  equity 
latest 
5-year  12 
rank  average*  months 

Return  on  capital 
latest 
5-year  12 
rank  average*  months 

Boeing 

Capital  Cities  Commun 

I  par  Sipelpr 

Eli  Lilly 
Lucky  Stores 

126      22.1%  12.4% 
126      22.1  19.5 

129  22.1  15.2 

130  22.0  21.7 
130      22.0  21.1 

94      18.3%  8.9% 
88      18.6  18.2 

206     14.8  -12.1 
57     20.6  19.4 

272      13.7  13.5 

Ametek 
Exxon 

National  Svc  Inds 
Louisiana  Land 
Wyman-Gordon 

190      20.1%  19.4% 
190      20.1  17.0 
190      20.1  18.6 
193      20.0  12.0 
193       20.0  14.4 

214      14.6%  14.2% 
221      14.5  11.8 
105      17.7  16.8 
186      15.2  7.1 
142      16.6  12.2 

p 
.... 
s 
m 
dn 

Snap-On  Tools 
Petrie  Stores 
General  Re 
American  Intl  Group 
Masco 

132  21.8  16.4 

133  21.8  16.6 

134  21.8  18.7 

135  21.7  19.0 

136  21.6  16.9 

77      19.2  14.8 
45     21.5  16.1 
47      21.3  18.4 
54     20.7  18.6 
316      12.9  11.4 

R  H  Macy 

Anheuser-Busch  Cos 
Browning-Ferris  Inds 
Baker  International 
Beverly  Enterprises 

195  20.0  22.3 

196  20.0  18.7 

197  20.0  21.5 

198  19.9  def 
198       19.9  12.3 

237      14.3  17.1 
407      11.7  11.2 
270      13.7  16.1 
197      15.0  def 
439      11.3  7.1 

V 

■u 

§ 

t 

Cullum  Companies 
Gannett 
Anixter  Bros 
Cabot 

Northwest  Industries 

137  21.4  16.8 

138  21.4  20.0 

139  21.4  10.8 

140  21.3  9.9 
140      21.3  1.7 

351  12.5  10.7 
120     17.2  15.5 
167     15.7  8.5 
248      14.0  7.5 

352  12.5  2.3 

Cross  &  Trecker 
Johnson  &  Johnson 
Combustion  Eng 
Hewlett-Packard 
Cox  Communications 

200  19.9  1.7 

201  19.9  17.9 

202  19.8  13.6 
202       19.8  18.0 
204       19.7  16.4 

89      18.5  1.9 

80  19.0  16.8" 
319      12.9  9.8 

81  18.9  16.9 
192      15.1  11.3 

>■ 
i> 

IB 

U 

Chesebrough-Pond's 
Foster  Wheeler 
Intl  Flavors  &  Frag 
Midlantic  Banks 
Texas  Commerce  Bshs 

142      21.3  19.2 
142      21.3  14.2 

144  21.3  19.7 

145  21.2  21.4 

146  21.2  20.1 

108      17.5  16.3 
85      18.7  13.4 
63     20.1  19.0 

188     15.2  16.3 
69      19.8  18.6 

Sysco 

Procter  &  Gamble 
Giant  Food 
SONAT 
Whittaker 

204       19.7  18.2 

206  19.7  20.1 

207  19.7  22.3 

208  19.6  18.7 
208       19.6  9.7 

179      15.4  13.9 
181      15.4  15.7 
366      12.3  14.4 
410      11.6  10.3 
92      18.4  14.5 

nil 
U 
It! 

■El 

IU  International 
Atlantic  Richfield 
Minn  Mining  &.  Mfg 
Emerson  Electric 
Marriott 

147  21.1  13.1 

148  21.1  15.9 

149  21.1  18.5 

150  21.0  19.5 

151  21.0  20.3 

570       9.4  8.0 
299     13.2  9.9 
93      18.3  16.1 
70     19.7  17.9 
467      10.8  9.3 

Standard  Oil  Indiana 
General  Instrument 
Bergen  Brunswig 
Engelhard 
Unocal 

210  19.6  16.0 

211  19.6  12.1 

212  19.5  19.4 

213  19.5  17.0 
213       19.5  14.2 

269      13.7  10.9 
123      17.1  11.2 
187      15.2  15.4 
119      17.2  13.8 
281      13.5  10.4 

llll 

'"><' 

K 1 
■jiiii 

ns 

Supermarkets  General 
A  C  Nielsen 
USAir  Group 
Piedmont  Aviation 
Cole  National 

152  21.0  19.3 

153  20.9  22.1 

154  20.9  12.7 

155  20.9  6.8 

156  20.8  16.5 

398      11.8  12.1 
64      20.1  21.1 
388     12.1  8.9 
513      10.2  4.5 
235      14.3  11.3 

Hannaford  Bros 
Hershey  Foods 
Std  Comml  Tobacco 
Sundstrand 
General  Mills 

215       19.5  20.2 
215       19.5  17.6 

217  19.4  13.9 

218  19.4  9.3 

219  19.4  20.8 

450      11.0  13.1 
212      14.6  12.9 
152     16.3  13.2 
278      13.6  7.7 
200      15.0  16.1 

i( 

M 

»Si 
try  i 

Revco  D  S 
Walgreen 
G  D  Searle 
Storage  Technology 
Geo  International 

156      20.8  21.3 
156      20.8  23.2 

159  20.8  22.8 

160  20.8  0.6 

161  20.7  def 

103      17.7  18.2 
168      15.7  18.8 
162      16.0  18.7 
184     15.3  2.8 
117      17.2  def 

State  Street  Boston 
Combined  Internatl 
Tidewater 
General  Dynamics 
Parker  Drilling 

220  19.3  17.4 

221  19.3  16.3 
221       19.3  9.5 

223  19.3  23.0 

224  19.3  def 

230      14.4  14.4 
74      19.4  16.1 
327      12.8  6.7 
223      14.5  17.4 
237      14.3  0.9 

ta 

J.J 
H 

Pay  Less  Drug  NW 
Natl  Medical  Entrprs 
MGM  Grand  Hotels 
American  Express 
Morton  Thiokol 

162  20.7  18.8 

163  20.7  18.0 

164  20.7  NE 

165  20.7  21.6 

166  20.6  16.3 

303      13.1  11.4 
362     12.4  10.4 
533       9.9  5.7 
112      17.3  15.9 
173      15.6  15.7 

Consol  Freightways 
Dr  Pepper 

Hospital  Corp  of  Am 
Reading  &  Bates 
Cameron  Iron  Works 

225       19.2  12.5 
225       19.2  5.9 
227       19.2  16.8 
227       19.2  7.3 
229       19.2  def 

182      15.3  10.2 
66      19.9  6.8 
451      11.0  10.5 
370      12.3  5.4 
256      14.0  def 

In 

:  nj 
>  i 

i 

Roadway  Services 
Weis  Markets 
Lubrizol 

United  States  Shoe 
Purolator 

166      20.6  20.2 

168  20.6  19.6 

169  20.6  12.6 

170  20.5  19.9 

171  20.5  21.9 

71      19.6  19.8 
56     20.6  19.5 
79      19.0  11.8 
132      16.7  17.3 
193      15.1  15.6 

Upjohn 
H  J  Heinz 
New  York  Times 
Universal  Leaf 
Flowers  Industries 

230  19.1  15.5 

231  19.1  20.6 

232  19.1  19.8 

233  19.0  17.8 

234  19.0  18.9 

248      14.0  11.3 
204      14.9  16.3 
174      15.6  13.1 
166      15.8  13.9 
315      12.9  13.3 

» 

pan 

Amer  Medical  Intl 

Brunswick 

Pneumo 

Bally  Manufacturing 
Payless  Cashways 

172  20.5  22.4 

173  20.4  10.3 

174  20.4  27.2 

175  20.4  5.4 

176  20.4  21.8 

375     12.2  12.9 
401      11.8  10.7 
377     12.2  14.1 
158     16.1  6.2 
183     15.3  17.1 

Longs  Drug  Stores 

MAPCO 

Petrolane 

CPC  International 

Nabisco  Brands 

235       18.9  17.5 
235       18.9  9.0 

237  18.9  def 

238  18.9  16.1 

239  18.9  18.5 

84      1?  8  16.9 
479      10.7  5.6 
263      13.8  def 
188     15.2  13.1 
274     13.7  13.5 

IC 

an 

im 

,y: 

''•  ht 

Service  Merchandise 
General  Electric 
Square  D 

Auto  Data  Processing 
Genuine  Parts 

176      20.4  18.4 
178      20.3  19.4 
178      20.3  12.5 

180  20.3  16.8 

181  20.2  17.6 

288      13.3  11.8 
94     18.3  17.7 
142      16.6  10.6 
134      16.7  14.0 
73      19.5  16.9 

Warnaco 
Ryder  System 
Ohio  Casualty 
Interpublic  Group 
H  H  Robertson 

240  18.9  18.2 

241  18.9  16.6 

242  18.9  12.3 

243  18.8  16.5 

244  18.7  12.5 

245      14.1  15.6 
598       9.1  8.6 
86      18.6  12.3 
104      17.7  16.4 
190      15.2  11.2 

m 
b( 

ui 

q  i 

Blount 
Arkla 

Mercantile  Texas 
Winn-Dixie  Srores 

182  20.2  21.7 

183  20.2  16.2 
183      20.2  19.1 
183      20.2  19.2 

305      13.1  14.9 
481      10.6  8.6 
151      16.3  15.6 
110     17.4  16.9 

Gillette 

Sanders  Associates 
E-Systems 
Shell  Oil 

245       18.7  19.7 
245  .     18.7  16.4 
247       18.7  25.6 
247       18.7  14.8 

258      13.9  14.2 
111      17.3  14.4 
106      17.6  24.7 
391      12.0  9.1 

tie 
fh 
c\» 

mi 

CBI  Industries 
R  |  Reynolds  Inds 
Equifax 

Old  Republic  Intl 

186      20.1  12.4 
186      20.1  16.1 

188  20.1  22.2 

189  20.1  17.6 

154      16.2  10.0 
218      14.6  11.5 
131      16.8  18.6 
78      19.1  15.4 

Times  Mirror 
Vulcan  Materials 
Meredith 
Palm  Beach 

249  18.6  17.3 

250  18.6  10.2 

251  18.6  20.1 
251       18.6  13.7 

214      14.6  12.0 
279      13.6  8.0 
349      12.5  12.9 
266      13.8  10.8 

dti 

end 
1 

*For  some  companies  (as  noted  in  the  individual  Yardsticks  tables)  the  average  return  is  for  less  than  five  years 
def:  deficit.    NE:  negative  equity. 
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Return  on  equity 

Return  on  capital 

Return  on  equity 

Return  on  capital 

latest 

latest 

latest 

latest 

5-year 

12 

5-year 

12 

5-year 

12 

5-year 

12 

npany 

rank 

average  * 

months 

rank 

average* 

months 

Company 

rank 

average* 

months 

rank 

average* 

months 

■ja  Industries 

253 

18.6% 

39.8% 

665 

8.3% 

17.0% 

RepublicBank 

316 

17.4% 

16.8% 

200 

15.0% 

13.6% 

ae  Webber 

254 

18.5 

45.8 

174 

15.6 

37.9 

First  Natl  Supermkts 

317 

17.3 

16.6 

590 

9.2 

9.3 

nsco  Energy 

254 

18.5 

14.4 

672 

8.2 

7.2 

Mobil 

117 

1  7  1 

O  1 

y.  i 

1£A 

10  4 

A  1 
O.o 

ter  Travenol  Labs 

256 

18.5 

20.1 

194 

15.0 

17.4 

Illinois  Tool  Works 

319 

17  3 

15  7 

1  1H 

i  y  j 

1  A  7 

ID./ 

1  4  7 

1  *+.  / 

Jewell  Intl 

257 

18.5 

18.8 

217 

14.6 

15.9 

Big  Three  Industries 

320 

17  2 

ft  d. 

OOO 

£  /y 

1  1  0 

7  O 

isolidated  Papers 

258 

18.4 

14.0 

169 

15.7 

12.0 

Pillsbury 

321 

17.2 

16.0 

429 

11.4 

11.2 

mere  Group 

258 

18.4 

16.4 

98 

18.2 

16.2 

Raychem 

321 

17.2 

10.8 

170 

15.7 

9.8 

liburton 

260 

18.4 

9.5 

171 

15.6 

8.6 

Harvey  Hubbell 

JiJ 

1  7  0 
I  f  .Z 

1  4  C\ 

1  A  0 
iO.Z 

110 

idard  Oil  Calif 

260 

18.4 

12.2 

225 

14.4 

9.4 

Southern  Union 

17  0 

1  /  ,Z 

i  n  a 

mi 

O  O 

A  Q 
O.o 

dt 

262 

18.4 

5.6 

210 

14.7 

5.5 

Culbro 

19  5 

1  7  1 

7  0 

/  .Z 

47ft 

i  n  7 

1U.  / 

7  n 

/.u 

rox 

263 

18.4 

23.1 

180 

15.4 

17.3 

Stop  &  Shop  Cos 

326 

17.1 

22.3 

527 

10.0 

11.5 

handle  Eastern 

263 

18.4 

10.1 

547 

9.7 

5.5 

Amer  Hospital  Supply 

327 

17.1 

18.2 

195 

15.0 

16.3 

siCo 

265 

18.3 

14.7 

294 

13.2 

10  4 

Leaseway  Transportation 

107 

1  7  1 

10  0 

1  z.z 

Q  A. 

y.o 

Q  O 
o.Z 

itex 

266 

18.3 

13.6 

664 

8.3 

8.3 

InterNorth 

10O 

1  7  1 

1  ^  A 

mo 

i  n  i 

1U.  1 

O  4 

y.4 

tman  Kodak 

267 

18.3 

11.7 

118 

17.2 

10.6 

Jack  Eckerd 

im 

1  7  1 

1  1  ^ 

i  An 

1  A  A 
1  O.O 

1  1  1 

c  One 

268 

18.2 

18.3 

127 

16.9 

16.7 

Rollins 

330 

17.1 

1.8 

210 

14.7 

1.9 

tice-Burns 

268 

18.2 

19.2 

617 

8.8 

8.0 

Edison  Bros  Stores 

332 

17.1 

15.0 

225 

14.4 

12.8 

V-Com 

270 

18.2 

9.3 

109 

17.4 

7.8 

Jewel  Cos 

ill 

1 7  n 

16  4 

l  n  7 

l  n  i 

A  Financial 

271 

18.2 

14.7 

406 

11.7 

1 1.6 

Texas  Eastern 

111 

1 7  n 

l  n  o 

1U.Z 

^A7 
30/ 

O  4 

A  7 

ning  Cos 

272 

18.2 

17.1 

325 

12.8 

11.1 

Barnett  Banks  Fla 

lit* 

l 7  n 

i  a  ft 

I  o. o 

Oil 

14  4 
1*+.*+ 

1  A  7 
lO.  / 

thwestern  Pub  Svc 

273 

18.2 

21.3 

646 

8.5 

10.6 

Superior  Oil 

336 

17.0 

9.0 

490 

10.6 

4.9 

iper  Industries 

274 

18.1 

3.7 

141 

16.6 

4.3 

Southland 

337 

17.0 

17.4 

497 

10.5 

11.5 

er  Broadcasting 

275 

18.1 

13.7 

197 

15.0 

1 1.8 

Sonoco  Products 

338 

1  A  0 
io.y 

1  4  1 

0A7 

1 1  ft 

1  1  A 

Hips  Petroleum 

275 

18.1 

10.9 

251 

14.0 

7.7 

Zurn  Industries 

339 

1  A  O 

12  1 

14.1 

1  0  A 
1  z.o 

O  A 

y  .f 

ner  Communications 

275 

18.1 

def 

255 

14.0 

def 

United  Telecom 

340 

1  A  O 
io.y 

1 4  7 

Aftl 

ft  1 

7  A 

f  .*+ 

Company 

278 

18.1 

10.7 

338 

12.6 

7.2. 

Security  Pacific 

341 

16.9 

16.3 

287 

13.4 

11.7 

dstrom 

279 

18.0 

18.6 

312 

12.9 

13.5 

Handy  &  Harman 

342 

16.9 

6.8 

395 

11.9 

5.9 

nation 

280 

18.0 

17.6 

195 

15.0 

15.1 

McLean  Industries 

342 

16.9 

19.0 

656 

8  4 

Q  ft 
y.o 

a  Standard 

281 

18.0 

14.3 

306 

13.1 

10.8 

First  Atlanta 

144 

1  A  0 

i  o.y 

17.U 

OOft 

1 1  0 
IO.Z 

1  ^  1 

ty  Oil 

282 

17.9 

8.3 

254 

14.0 

6.0 

Air  Prods  &  Chems 

14  ■> 

1 6  ft 

1  1  ^ 
Il.i 

m  7 

l  n  l 

1U.  1 

7  A 
/  .O 

tin  Marietta 

282 

17.9 

22.3 

432 

11.4 

6.4 

Moore  Corp 

346 

16.8 

13.5 

243 

14.1 

11.9 

ering-Plough 

284 

17.9 

14.4 

145 

16.5 

12.0 

Chic  &  North  Western 

347 

16.8 

5.2 

813 

6.5 

4.7 

iERCH 

285 

17.9 

9.6 

473 

10.7 

6.5 

United  Virginia  Bshs 

348 

16.7 

17  6 

379 

12  1 

14  0 

iberly-Clark 

285 

17.9 

12.0 

260 

13.9 

9.5 

Fischbach 

349 

16  7 

17  0 

292 

13  3 

1 1  1 

lO.O 

k  of  New  England 

287 

17.9 

16.0 

280 

13.6 

12.9 

First  Union 

350 

16  7 

19  1 

301 

13  2 

16  6 

CO 

287 

17.9 

def 

657 

8.4 

4.6 

Holly  Corp 

351 

16.7 

10.1 

341 

12.6 

7.9 

tel 

289 

17.9 

16.8 

693 

7.9 

7.7 

USF&G 

352 

16.7 

11.7 

132 

16.7 

11.7 

ton-Hudson 

290 

17.9 

16.5 

207 

14.7 

12.6 

Oneok 

353 

16.7 

8.8 

519 

10.1 

6.5 

|l 

291 

17.8 

12  0 

129 

16  8 

10  0 

Tektronix 

354 

16  6 

7  8 

711 

14  4 

o.y 

er 

291 

1  7  ft 

20  2 

239 

14  2 

16  7 

PNC  Financial 

355 

1  6  6 
1  o.o 

l  f\  ft 

1  o.o 

1  ft4 
1M 

1 5  1 

1 0.  i 

iey  Bowes 

293 

17.8 

14.3 

327 

12.8 

9.8 

American  General 

356 

16.5 

14.9 

227 

14.4 

11.0 

ico 

294 

17.8 

14.0 

309 

13.0 

10.8 

Rohr  Industries 

357 

16.5 

21.7 

463 

10.8 

15.0 

et 

295 

17  7 

111 

144 

16.5 

1 1.0 

First  City  Bancorp 

358 

16.5 

9.9 

160 

16  0 

9.6 

erican  Standard 

296 

17.7 

8.5 

323 

12.8 

6.4 

Hughes  Tool 

358 

16.5 

def 

263 

13  8 

0.9 

ata 

297 

17.7 

117 

568 

9  4 

7.0 

Ball  Corp 

360 

16.5 

16  2 

466 

10  8 

110 

V  Grainger 

298 

17.7 

13.4 

121 

17.2 

12.4 

First  Security 

360 

16.5 

15.4 

391 

12.0 

11.2 

ter 

299 

17.6 

16.3 

337 

12.7 

11.6 

General  Foods 

362 

16.5 

15.8 

295 

13.2 

11.6 

kers  Trust  NY 

300 

1  7  (\ 

i  /  .o 

1  ^  ft 

242 

14  2 

13.2 

Peoples  Drug  Stores 

363 

16  4 

17.8 

306 

13.1 

13  0 

t  Financial 

301 

17  6 

1  ft  1 

414 

116 

1 1.3 

Valley  National 

364 

16.4 

11.9 

156 

16.2 

119 

Energy 

Jul 

1  7  fi 

1  /  .O 

i  o  n 

17.U 

(\\ Q 

U17 

ft  ft 
o.o 

9.0 

Universal  Foods 

365 

16.3 

1  0  6 

345 

12.6 

1 1  0 
io.y 

over  Insurance 

303 

17.6 

13.2 

114 

17.2 

13.1 

Scott  &  Fetzer 

366 

16.3 

15.4 

306 

13.1 

12.5 

ris  Corp 

ind 

1  7  A 

y  .u 

m 
>  >  j 

1 1  7 

(\  7 

o.  / 

MCA 

367 

16  3 

15  7 

199 

15  0 

14  7 

solidated  Foods 

305 

1  7  ^ 

1  /  .  O 

18  6 

350 

12  5 

13.0 

Sterling  Drug 

367 

16.3 

15.4 

227 

14.4 

13.3 

ny's 

306 

17  5 

17  1 

504 

10.3 

10.7 

Pacific  Resources 

369 

16.3 

7.8 

540 

9.8 

5.7 

rlpool 

307 

17.5 

19.3 

157 

16.1 

18.0 

United  Technologies 

369 

16.3 

14.7 

386 

12.1 

11.0 

one  &  Hyde 

308 

17.5 

19.0 

281 

13.5 

14.7 

Tyler 

371 

16.3 

9.7 

324 

12.8 

8.4 

gs  &  Stratton 

309 

17.5 

8.9 

128 

16.9 

8.3 

Knight-Ridder  News 

372 

16.3 

14.8 

213 

14.6 

13.2 

Natural  Resources 

310 

17.5 

17.8 

618 

8.8 

8.7 

Tenneco 

372 

16.3 

13.1 

573 

9.4 

7.4 

vn  Group 

311 

17.5 

17.5 

227 

14.4 

15.1 

Federal-Mogul 

374 

16.3 

14.2 

360 

12.4 

10.1 

leK 

312 

17.4 

27.9 

475 

10.7 

16.3 

Flickinger 

375 

16.2 

17.4 

297 

13.2 

12.5 

:in-Elmer 

312 

17.4 

9.5 

190 

15.2 

9.0 

Thrifty  Corp 

376 

16.1 

18.4 

416 

11.6 

12.1 

:rada  Hess 

314 

17.4 

7.4 

383 

12.1 

4.9 

Kemper 

377 

16.1 

9.5 

147 

16.5 

9.6 

V 

315 

17.4 

12.2 

427 

11.5 

8.6 

Alleghany 

378 

16.1 

13.0 

301 

13.2 

10.9 

■  some  companies  (as  noted  in  the  individual  Yardsticks  tables)  the  average  return  is  for  less  than  five  years, 
deficit 
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1 

Who's  where  in  profitability 

Company 

Return  on  equity 
latest 
5-year  12 
rank  average*  months 

Return  on  capital 
latest 
5-year  12 
rank  average*  months 

Company 

Return  on  equity 
latest 
5-year  12 
rank  average*  months 

Return  on  capital 
latest 
5-year  12 
rank  average*  months 

Emhart 

R  R  Donnelley  &  Sons 

Dynalectton 

NCNB 

Chubb 

378       16.1%  16.6% 

380  16.1  17.5 

381  16.1  10.9 

382  16.0  16.8 

383  16.0  13.0 

263      13.8%  12.7% 
261      13.9  14.2 
330      12.8       .  8.7 
335      12.7  13.4 
202      15.0  11.4 

Texas  Utilities 
Safeco 

A  E  Staley  Mfg 
Central  &  South  West 
Northwest  Energy 

440       15.1%  15.3% 
443       15.1  13.6 
443       15.1  1.3 
445       15.1  15.7 
445       15.1  7.8 

659       8.4%  8.4% 
325      12.8  11.7 
472      10.7  2.2 
709       7.7  8.4 
626       8.7  4.8 

1 

i 
■1' 

Tecumseh  Products 
American  Petrofina 
Bausch  &  Lomb 
Caesars  World 
CBT 

383       16.0  13.7 

385  15.9  8.3 

386  15.9  14.3 

387  15.9  def 

388  15.9  15.2 

163      15.9  13.3 
457      10.9  6.4 
292      13.3  11.2 
639       8.6  3.1 
314      12.9  11.6 

First  Natl  State  Bcp 
Gates  Learjet 
General  Signal 
Wm  Wrigley  Jr 
Campbell  Soup 

447  15.1  16.6 

448  15.0  0.2 
448       15.0  10.3 

450  15.0  16.0 

451  15.0  15.3 

321      12.8  15.2 
310      12.9  1.1 
244      14.1  9.6 
224      14.5  15.5 
319      12.9  12.6 

0 

ill 
IPI 

H 

Waldbaum 
American  Greetings 
Kroger 

Sun  Chemical 
Figgie  Intl  Holdings 

389  15.9  15.9 

390  15.8  15.7 

391  15.8  11.8 

392  15.8  9.4 

393  15.8  13.1 

481      10.6  10.7 
389      12.0  12.4 
455      11.0  9.3 
475      10.7  7.1 
593       9.1  8.8 

W  R  Grace 
Tyson  Foods 
PACCAR 
Richardson- Vicks 
Motorola 

451       15.0  7.1 

453  15.0  22.8 

454  14.9  5.3 

455  14.9  10.5 

456  14.9  11.9 

498      10.4  5.5 
637       8.6        10.7  j 
247      14.0  5.1 
221      14.5  9.2 
286      13.5  10.9 

p 
to 

Mercantile  Stores 
Idle  Wild  Foods 
Seaway  Food  Town 
Digital  Equipment 
Oxford  Industries 

394  15.8  16.4 

395  15.8  7.5 

396  15.7  9.6 

397  15.7  7.1 
397       15.7  25.4 

356      12.4  13.4 
338      12.6  6.5 
506     10.3  7.1 
241      14.2  7.0 
288      13.3  21.5 

Dart  &  Kraft 

Mountain  Fuel  Supply 

Univar 

Wachovia 

NL  Industries 

457  14.9  15.6 

458  14.8  19.0 
458       14.8  7.2 

460  14.8  16.9 

461  14.8  def 

359      12.4  13.0 
602       9.0  10.2 
547       9.7  5.9 
218      14.6  17.1 
405      11.7  def 

i\ 
i 
i" 

Id 
mI 

Citizens  &  Sthrn  Ga 

Wometco  Enterprises 

McCormick 

Marsh  Supermarkets 

Crown  Central  Petroleum 

399  15.7  16.7 

400  15.7  14.3 

401  15.7  16.1 

402  15.7  9.4 

403  15.6  0.2 

234      14.4  14.1 
483     10.6  8.9 
344      12.6  13.3 
578       9.3  6.5 
547       9.7  1.5 

Ralston  Purina 
Wisconsin  Pwr  &  Lt 
Alexander  &  Baldwin 
Revlon 
Ruddick 

462       14.8  23.8 
462       14.8  16.5 

464  14.8  13.5 

465  14.7  7.6 
465       14.7  15.0 

460      10.9  16.9 
731        7.5  8.2 
501      10.4  9.5 
332      12.7  6.4 
503      10.3  10.8 

Deo 
•  jti. 
M 
rj 

\f 

Archer  Daniels  Midland 
Gerber  Products 
Witco  Chemical 
Morrison-Knudsen 
A  H  Robins 

404  15.6  8.5 

405  15.6  15.8 
405       15.6  15.0 

407  15.6  12.5 

408  15.6  17.8 

354      12.4  7.4 
256      14.0  13.2 
470     10.8  9.9 
341      12.6  8.6 
236      14.3  16.6 

Irving  Bank 
Lowe's  Companies 
Pacific  Lighting 
Bank  of  New  York 
CBS 

467  14.7  12.3 

468  14.7  19.5 
468       14.7  15.7 
470       14.7  16.2 
470       14.7  11.1 

410      11.6  9.6 
379      12.1  16.2 
606       8.9  9.7 
284      13.5  15.2 
347      12.5  9.3 

nil 

M 
m 
Wi 
s 

Transamerica 

Iowa-Illinois  G  &  E 

St  Paul  Cos 

Public  Service  Indiana 

Saga 

409  15.6  12.5 

410  15.6  18.3 
410       15.6  12.4 
412       15.6  16.1 
412       15.6  22.3 

536       9.9  7.3 
739       7.4  7.9 
216     14.6  12.1 
715       7.7  7.5 
445      11.2  17.3 

Business  Men's  Assur 
Stanadyne 
Stone  Container 
Intl  Multifoods 
No  States  Power 

472       14.7  13.9 
472       14.7  11.5 
472       14.7  1.6 
475       14.7  15.2 
475       14.7  17.5 

253      14.0  12.8 
378      12.1  9.4 
641       8.6  1.4 
462      10.9  11.3 
775       7.1          8.1  | 

Mr 
k 

a 

I  P  Morgan 
Quaker  Oats 
U  S  Bancorp 
Datapoint 
Citicorp 

414       15.5  15.2 
414       15.5  9.5 
414       15.5  10.9 

417  15.5  4.0 

418  15.5  17.1 

258      13.9  14.1 
436      11.3  7.4 
394      11.9  8.8 
124      17.1  4.3 
516      10.1  9.1 

Aetna  Life  &  Casualty 
Continental  Telecom 
Southeast  Banking 
Heck's 

Chemical  New  York 

477  14.7  9.5 

478  14.6  14.3 

479  14.6  12.8 

480  14.6  6.3 

481  14.6  13.9 

267      13.8  8.8 
726       7.5  7.2 
436      11.3  10.8 
543       9.7  6.2 
424      11.5  11.9 

It) 

m 
b! 
!n 

Mercantile  Bancorp 
Avery  International 
Bank  of  Boston 
Diversified  Energies 
United  Illuminating 

419  15.5  13.1 

420  15.4  15.7 
420       15.4  15.7 

422  15.4  15.0 

423  15.4  18.7 

366      12.3  11.0 
419      11.5  11.8 
409      11.6  12.9 
517      10.1  10.0 
614       8.8  10.0 

Golden  West  Finl 
Johnson  Controls 
Indianapolis  Pwr  &  Lt 
NCR 

Rohm  &  Haas 

481       14.6  48.3 
481       14.6  15.3 
484       14.6  16.4 
484       14.6  13.5 
486       14.6  16.5 

333      12.7  39.6 
413      11.6  12.3 
746       7.4  8.2 
313      12.9  12.3 
442      11.2  12.8 

gk 

.or 

n 

Westinghouse  Electric 
First  Interstate  Bancp 
New  England  Electric 
Brooklyn  Union  Gas 
Dibrell  Brothers 

424  15.4  12.8 

425  15.4  12.7 

426  15.4  18.3 

427  15.4  15.7 
427       15.4  20.4 

270      13.7  12.1 
345      12.6  10.5 
754       7.3  8.3 
591       9.2  10.0 
384      12.1  13.8 

Newmont  Mining 
Kidde 

Natl  Semiconductor 
Commercial  Metals 
Dennison  Mfg 

487  14.6  4.9 

488  14.5  10.7 
488       14.5  def 

490  14.5  7.1 

491  14.5  13.2 

531       9.9  3.7 
554       9.6  7.7 
420     11.5  0.2 
410      11.6  6.6 
331      12.7  11.4 

M 

a 

it 

.'it! 

1 

Texaco 

Parker-Hannifin 
Union  Camp 
McKesson 
Gulf  United 

429  15.4  9.0 

430  15.4  7.9 

431  15.4  10.7 

432  15.3  12.8 

433  15.3  14.1 

433      11.3  7.3 
327     12.8  6.9 
461      10.9  7.0 
487     10.6  9.6 
353      12.5  10.2 

Manufacturers  Hanover 
May  Dept  Stores 
InterFirst 

Provident  Life  &  Acc 
Blue  Bell 

491       14.5  14.0 

493  14.5  16.3 

494  14.5  def 

495  14.4  12.4 

496  14.4  11.1 

417      11.5  9.8 
524      10.0  10.7 
354      12.4  def 
232      14.4  12.4 
321      12.8  9.7 

m 
I 
Si 

■tt 

Carpenter  Technology 
Xerox 

Cincinnati  Milacron 
Southwest  Bancshares 

434  15.3  6.6 

435  15.3  10.0 

436  15.3  def 

437  15.2  11.6 

248      14.0  5.2 
277      13.6  10.1 
446      11.1  def 
246      14.1  10.5 

First  Bank  System 
American  Family 
Southern  Calif  Edison 
TECO  Energy 

497  14.4  13.9 

498  14.4  13.7 

499  '    14.4  17.5 
499       14.4  15.0 

 1 

387     12.1  11.4 

374     12.2  8.8 

636       8.7  10.0 

785       6.9  7.1 

!■« 

c 

:  t 
■tan 

p 

n 
n! 

North  American  Coal 
Texas  American  Bshs 
Dillard  Dept  Stores 
Intl  Minerals  &  Chem 

438  15.2  23.1 

439  15.2  12.9 

440  15.1  20.8 
440       15.1  8.4 

824       6.4  6.4 
281      13.5  11.2 
575       9.3  12.8 
494      10.5  6.5 

Nash  Finch 
Colgate-Palmolive 
Peoples  Energy 
Wisconsin  Public  Svc 

501  14.4  13.4 

502  14.3  15.2 

503  14.3  11.7 
503       14.3  16.6 

423      11.5  10.9 
402      11.7  12.6 
753       7.3  6.5 
758       7.2          8.1  J 

*For  some  companies  (as  noted  in  the  individual  Yardsticks  tables)  the  average  return  is  for  less  than  five  years, 
def:  deficit 
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io's  where  in  profitability 


ipanv 

Return  on  equity 
latest 
5-year  12 
rank  average*  months 

Return  on  capital 
latest 
5-year  12 
rank  average*  months 

Company 

Return  on  equity 
latest 
5-year  12 
rank  average*  months 

Return  on  capital 
latest 
5-year  12 
rank  average*  months 

r 

?1 

throp 

al  Crown  Cos 
eywell 

505  14.3%  15.6% 

506  14.3  12.5 
506       14.3  14.8 

508  14.3  14.1 

509  14.3  10.6 

728       7.5%  7.8% 
514      10.2  8.7 
316      12.9  13.4 
484      10.6  10.7 
441      11.2  8.4 

Cleveland  Elec  Ilium 
Pay'n  Save 
Union  Pacific 
Safeway  Stores 
BankAmerica 

568  13.4%  15.9% 

569  13.4  13.3 

570  13.4  9.4 

571  13.4  14.5 

572  13.4  7.7 

701        7.8%  8.6% 
529      10.0  9.2 
642       8.6  5.5 
629       8.7  8.9 
439      11.3  7.7 

sas  Power  &  Light 
Banks 
Products 
se  Manhattan 
rge  A  Hormel 

509       14.3  16.5 

511  14.2  14.6 

512  14.2  12.8 

513  14.2  13.2 

514  14.2  9.9 

736       7.5  8.3 
311      12.9  12.9 
579       9.3  6.6 
455      11.0  10.8 
396      11.8  6.9 

Orange  &  Rockland 
Pacific  Pwr  &  Lt 
Joy  Manufacturing 
Harsco 

Donaldson,  Lufkin 

573       13.3  14.1 
573       13.3  15.3 

575  13.3  0.6 

576  13.3  7.1 

577  13.3  13.6 

744       7.4  7.9 
695       7.9  8.4 
426      11.5  1.0 
444      11.2  6.4 
402      11.7  10.7 

ital  Holding 
en 

Home 

rated  Dept  Stores 
don  Jewelry 

515  142  14.0 

516  14.2  10.2 
516       14.2  10.7 

518  14.2  14.6 

519  14  2  9.2 

272      13.7  11.8 
632       8.7  7.5 
726       7.5  5.4 
408      11.6  11.4 
379      12.1  8.1 

First  Wisconsin 
Frederick  &  Herrud 
Consolidated  Edison 
Dresser  Industries 
Federal  Paper  Board 

577       13.3  12.8 
577       13.3  20.7 

580  13.3  15.3 

581  13.2  0.1 
581       13.2  4.3 

451      11.0  11.5 
576       9.3  12.4 
723       7.6  8.9 
447      11.1  0.9 
706       7.8  4.3 

Is  Fargo 

M/UA  Entertainment 
'elers 

imonwealth  Energy 
sol  Natural  Gas 

520  14.1  12.5 

521  14.1  13.1 
521       14.1  11.2 

523  14.1  19.1 

524  14.1  15.2 

453      11.0  9.5 
494      10.5  7.2 
274      13.7  11.1 
796       6.8  8.3 
648       8.5  9.0 

Kansas  City  Pwr  &  Lt 
Laclede  Gas 
North  Amer  Philips 
United  States  Gypsum 
Mellon  National 

583  13.2  17.6 

584  13.2  12.3 

585  13.2  11.2 

586  13.2  9.7 

587  13.2  13.0 

818       6.5  7.6 
719       7.6  7.5 
587       9.2  7.8 
541       9.8  7.6 
429      11.4  12.1 

cc 

itier  Holdings 
•states  Financial 
-McGee 
IFE 

524       14.1  13.4 

526  14.1  def 

527  14.0  16.5 

528  14.0  10.4 
528       14.0  10.8 

585       9.2  9.1 
557       9.6  def 
414      11.6  15.7 
565       9.5  6.7 
431      11.4  9.0 

Norton 

Pacific  Gas  &  Elec 
CFS  Continental 
Hoover  Universal 
Beatrice  Foods 

588       13.2  4.9 
588       13.2  14.0 

590  13.1  14.8 

591  13.1  17.2 

592  13.1  15.3 

438      11.3  5.0 
644       8.5  8.8 
565       9.5  10.7 
546       9.7  12.2 
490      10.6  11.8 

viand  National 
oik  Southern 
ona  Public  Service 
/hound 
;'s  Stores 

530       14.0  12.6 
530       14.0  8.5 

532  14.0  15.0 

533  14.0  10.3 

534  14.0  21.3 

397      11.8  10.4 
633       8.7  5.8 
625       8.7  9.0 
510      10.2  8.5 
362      12.4  18.9 

PSA 

San  Diego  Gas  &  Elec 
Amsted  Industries 
City  Investing 
Gt  Northern  Nekoosa 

593       13.1  def 
593       13.1  16.7 

595  13.1  def 

596  13.0  9.7 
596       13.0  8.7 

655       8.4  0.7 
624       8.8  10.3 
335      12.7  def 
591       9.2  8.5 
583       9.3  6.2 

Industries 
ker  State  Oil 

:eii-o 

ley  Works 
eral  Host 

535       13.9  12.1 
535       13.9  13.2 

537  13.9  11.6 

538  13.9  11.2 

539  13.9  13.1 

499      10.4  8.9 
553       9.6  9.2 
393      11.9  10.0 
398      11.8  9.7 
665       8.3  7.6 

American  District 
Wetterau 

Central  111  Pub  Svc 
Cincinnati  G  &  E 
Diamond  Shamrock 

598  13.0  13.7 

599  13.0  14.6 

600  13.0  15.4 
600       13.0  15.2 
602       12.9  7.4 

579       9.3  9.4 
515      10.2  10.3 
794       6.8  7.4 
735       7.5  7.9 
623       8.8  5.7 

State  Elec  &  Gas 
6  M  Jorgensen 
ois  Power 
e  Power 
on  Bradley 

540  13.8  14.3 

541  13.8  3.5 

542  13.8  16.5 

543  13.8  14.6 

544  13.8  2.0 

662       8.3  8.5 
385      12.1  3.7 
731       7.5  8.2 
731       7.5  7.8 
376      12.2  2.6 

Gulf  Oil 
Torchmark 
Norwest 
K  mart 

Central  Illinois  Lt 

602       12.9  9.3 
602       12.9  13.6 

605  12.9  10.4 

606  12.9  15.2 

607  12.9  14.7 

502      10.3  6.9 
372      12.3  11.8 
511      10.2  6.9 
576       9.3  10.3 
849       6.0  6.5 

;heny  Power 
;  Island  Lighting 

onsin  Elec  Power 
tal  Corp 

545  13.8  15.4 

546  13.7  15.0 

547  13.6  3.0 
547       13.6  15.6 
549       13.6  16.6 

747       7.4  7.9 
597       9.1  9.7 
660       8.3  4.6 
739       7.4  8.5 
738       7.5  7.3 

Dayton  Power  &  Light 

Amstar 

Hercules 

National  City 

Super  Food  Services 

608  12.9  14.3 

609  12.8  7.8 
609       12.8  11.4 
609       12.8  11.9 
609       12.8  19.3 

691       8.0  8.4 
544       9.7  6.5 
508      10.3  10.2 
366      12.3  10.4 
615       8.8  10.0 

mbia  Gas  System 

ti 

e 

ier  Bancorp 
bb 

550       13.6  10.8 
550       13.6  14.2 

552  13.6  17.2 

553  13.6  12.1 
553       13.6  15.0 

702       7.8  6.7 
458      10.9  9.7 
568       9.4  11.6 
373      12.2  10.8 
467      10.8  12.2 

Monfort  of  Colorado 
Borden 
Federal  Co 
Houston  Industries 
FMC 

613  12.8  30.6 

614  12.8  13.3 

615  12.8  12.8 

616  12.8  15.7 

617  12.8  12.1 

596       9.1  20.7 
563       9.5  9.9 
417      11.5  11.6 
763       7.2  8.0 
582       9.3  8.6 

ourt  Brace  lo\  an 

Chemical 

States  Utils 
Con 
u  Pont 

555  13.6  15.2 

556  13.5  4.9 
556       13.5  16.0 
556       13.5  12.1 
559       13.5  9.2 

560       9.6  9.8 
608       8.9  4.9 
721        7.6  8.9 
639       8.6  8.0 
420      11.5  7.4 

Potomac  Elec  Power 
So  New  England  Tel 
Westvaco 

Eastern  Gas  &  Fuel 
Florida  Power  &  Lt 

618       12.8  14.7 
618       12.8  14.4 

620  12.7  8.2 

621  12.7  7.7 
621       12.7  13.9 

775       7.1  7.7 
749       7.3  7.9 
601       9.0  6.4 
709       7.7  5.2 
811       6.6  6.9 

!  -Warner 
1  General 
I  n  Electric 
tana  Power 

560       13.5  12.1 
560       13.5  4.9 

562  13.5  17.2 

563  13.5  14.6 

370      12.3  10.9 
390      12.0  5.2 
804       6.7  7.5 
690       8.0  7.5 

Becton,  Dickinson 
International  Paper 
Rochester  Gas  &  Elec 
Echlin 

623  12.7  6.2 

624  12.6  5.8 
624       12.6  14.9 
626       12.6  14.5 

477      10.7  5.2 
587       9.2  5.1 
704       7.8  8.8 
471      10.7  11.9 

'ara  Mohawk  Power 
!a  Aluminium 
'am 

h  International 

563       13.5  15.6 
565       13.5  0.7 
565       13.5  8.7 
565      13.5  def 

689       8.0  8.9 
564       9.5  1.9 
526      10.0  7.3 
420      11.5  def 

McDonnell  Douglas 
Baltimore  Gas  &  Elec 
National  Can 
Central  Steel  &  Wire 

626       12.6  13.5 

628  12.6  14.4 

629  12.6  5.5 

630  12.5  10.3 

348      12.5  13.3 
763       7.2  7.9 
598       9.1  4.8 
365      12.3  10.1 

some  companies  (as  noted  in  the  individual  Yardsticks  tables)  the  average  return  is  for  less  than  five  years, 
[deficit. 
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Who's  where  in  profitability 


Company 


Return  on  equity 
latest 
5-year  12 
rank  average*  months 


Return  on  capital 
latest 
5-year  12 
rank  average*  months 


Company 


Return  on  equity 
latest 


5-year 
rank  average* 


12 

months  rank 


Return  on  capital 
latest 
12 


5-year 
average" 


Fidelcor 
Holiday  Inns 
Continental  Group 
Penn  Power  &  Light 
Time  Inc 


630 
630 
633 
634 
634 


12.5% 

12.5 

12.5 

12.5 

12.5 


21.0% 
12.6 
9.5 
12.6 
10.6 


486 
511 
619 

786 
522 


10.6% 
10.2 

8.8 

6.9 
10.1 


17.4% 
10.0 
6.9 

6.7 
8.5 


Shawmut 
Sherwin-Williams 
Lincoln  National 
Parker  Pen 
Collins  &  Aikman 


693 
695 
696 
697 
698 


11.4% 

11.4 

11.3 

11.3 

11.3 


10.6% 
15.2 
10.6 
def 
16.5 


463 
712 
508 
434 
612 


10.8% 

7.7 
10.3 
11.3 

8.9 


9.9< 
10.7 
9.4 
def 
12.3 


Delmarva  Power  &  Lt 
Allied  Stores 
Oklahoma  Gas  &  Elec 
Life  Investors 
Carolina  Pwr  &  Lt 


636 
637 
638 
639 
640 


12.5 
12.5 
12.4 
12.4 
12.4 


15.2 
13.8 
15.4 
11.1 
12.9 


749 
604 
806 
404 

796 


7.3 
9.0 
6.6 
11.7 


8.2 
9.0 
7.7 
10.3 
6.8 


Centerre  Bancorp 
Public  Service  Colo 
McGraw-Edison 
Levitz  Furniture 
Ferro 


699 
700 
701 
702 
703 


11.3 
11.3 
11.2 
11.2 
11.2 


7.3 
11.7 

6.8 
12.2 

8.5 


492 
802 
524 
699 
533 


10.5 
6.7 

10.0 
7.8 
9.9 


6.5 
6.8 
6.4 
8.5 
7.1 


Middle  South  Utils 
Portland  Genl  Elec 
American  Tel  &  Tel 
Thriftimart 
Economics  Laboratory 


641 
641 

643 
643 
645 


12.4 
12.4 
12.3 
12.3 
12.3 


13.0 
12.8 
10.2 
7.5 
def 


771 
703 
744 
494 
519 


7.1 
7.8 
7.4 
10.5 
10.1 


7.5 
8.6 
6.5 
6.7 
def 


Comerica 
Dana 

Colonial  Penn  Group 
Hyster 

Union  Carbide 


704 
704 
706 
707 
707 


11.2 
11.2 
11.1 
11.1 
11.1 


10.8 
6.6 

13.3 
0.1 
4.3 


465 
556 
448 
554 
683 


10.8 
9.6 
11.1 

9.6 


11.1 
6,4 

13.3 
0.5 
3.8 


West  Point-Pepperell 
Society 
Toledo  Edison 
Penn  Traffic 
Jefferson-Pilot 


646 
647 
647 
649 
650 


12.3 
12.3 
12.3 
12.2 
12.2 


13.3 
12.4 
14.5 
13.0 
9.9 


536 
448 
721 
559 
379 


9.9 
11.1 
7.6 
9.6 
12.1 


10.8 
10.7 
8.1 
9.6 
9.9 


Easco 

Louisville  Gas  &  Elec 
Penn  Central 
Burlington  Northern 
Godfrey 


709 
710 
710 
712 
713 


11.1 
11.0 
11.0 
11.0 
11.0 


9.0 
12.5 

5.8 
13.0 

6.1 


657 
840 
660 
697 
686 


8.4 
6.2 
8.3 
7.9 
8.1 


6.5 
6.4 
5.4 
9.3 
6.0 


Southern  Company 

Interco 

NICOR 

Commonwealth  Edison 
Stauffer  Chemical 


651 
652 
653 
654 
655 


12.2 
12.2 
12.2 
12.2 
12.2 


14.1 
9.2 
3.0 

16.7 
def 


841 
454 
777 
800 
604 


6.1 
11.0 
7.1 
6.7 
9.0 


6.6 
8.5 
2.9 
8.1 
0.5 


ARA  Services 
Duquesne  Light 
Intl  Tel  &  Tel 
Strawbridge  &  Clothier 
Cone  Mills 


714 
715 
716 
716 
718 


10.9 
10.9 
10.9 
10.9 
10.9 


10.2 
12.4 
10.1 
12.9 
4.8 


629 
820 
612 
678 
523 


8.7 
6.5 
8.9 
8.1 
10.0 


8.5 
6.9 
8.5 
9.0 
4.8 


Utah  Power  &  Light 
So  Carolina  E  &  G 
Florida  Progress 
H  J  Wilson 
Continental  Illinois 


656 
657 
658 
658 
660 


12.1 
12.1 
12.1 
12.1 
12.1 


13.6 
13.2 
14.1 

5.3 
6.8 


742 
828 
838 
609 
487 


7.4 
6.3 
6.2 
8.9 
10.6 


7.5 
6.6 
6.6 
5.2 
6.5 


American  Elec  Power 

Gould 

DeSoto 

Detroit  Edison 

Moore  McCormack  Res 


719 
720 
721 
721 
721 


10.8 
10.8 
10.8 
10.8 
10.8 


10.7 
8.2 
13.9 
13.0 
1.7 


782 
627 
600 
852 
736 


7.0 
8.7 
9.0 
6.0 
7.5 


6.6 
7.1 
11.5 
6.2 
3.2 


National  Fuel  Gas 
Crown  Cork  &  Seal 
Atlantic  City  Elec 
Hartmarx 
Boston  Edison 


661 
662 
663 
664 
665 


12.1 
12.1 
12.0 
12.0 
12.0 


10.2 
7.9 
14.9 
13.7 
12.2 


704 
485 

773 
499 
857 


7.8 
10.6 

7.1 
10.4 

5.8 


7.1 
6.9 
8.0 
11.2 
6.0 


California  First  Bnk 
Washington  National 
Walt  Disney 
AmeriTrust 
Carson  Pirie  Scott 


724 
725 
726 
727 
728 


10.8 
10.8 
10.8 
10.8 
10.7 


8.1 
7.3 
7.2 
9.6 
11.7 


627 
529 
551 
469 
682 


8.7 
10.0 

9.7 
10.8 

8.1 


8.0 
7.1 
5.8 
9.6 
8.3 


Northeast  Utilities 
J  C  Penney 
Trane 

Transway  Intl 
American  Natl  Ins 


665 
667 
667 
669 
670 


12.0 
11.9 
11.9 
11.9 
11.8 


17.3 
12.6 
9.1 
7.2 
11.5 


796 
562 
545 
506 
400 


6.8 
9.5 
9.7 
10.3 
11.8 


8.4 
9.8 
7.1 
6.7 
11.5 


Washington  Gas  Light 
Stewart  &  Stevenson 
Associated  Dry  Goods 
Alcoa 

Magic  Chef 


729 
730 
731 
732 
733 


10.7 
10.7 
10.6 
10.6 
10.6 


13.2 
6.9 

12.9 
def 

18.5 


814 

629 
551 
675 
610 


6.5 
8.7 
9.7 
8.2 
8.9 


7.0 
5.7 

10.5 
1.8 

13.3 


Phila  Electric 

Avco 

Ceco 

Ohio  Edison 
Household  Intl 


671 
672 
672 
672 
675 


11.8 
11.8 
11.8 
11.8 
11.8 


13.8 
7.1 
9.1 
13.4 
13.5 


810 
815 

550 
762 
792  . 


6.6 
6.5 
9.7 
7.2 
6.8 


7.2 
6.3 
7.6 
7.6 
7.3 


Kentucky  Utilities 
Control  Data 
Farm  House  Foods 
Southern  Pacific 
Hammermill  Paper 


734 
735 
736 
737 
738 


10.5 
10.5 
10.5 
10.5 
10.4 


13.1 
8.8 
1.3 

22.7 
4.4 


817 
787 
570 
781 
791 


6.5 
6.9 
9.4 
7.0 
6.8 


7.6 
6.3 
6.8 
13.1 
3.i 


Pub  Svc  Elec  &  Gas 

Ryan  Homes 

Tribune 

Liquid  Air 

White  Consolidated 


676 
677 
678 
679 
679 


11.8 
11.8 
11.7 
11.7 
11.7 


13.0 
15.1 
10.3 
8.3 
8.5 


803 
505 

594 
649 


6.7 
10.3 

9.1 

8.5 


7.3 
12.2 
6.7 
6.1 
7.2 


Monsanto 
Scovill 

Santa  Fe  Industries 
National  Gypsum 
UGI 


739 
740 
741 
742 
742 


10.4 
10.4 
10.4 
10.4 
10.4 


9.2 
12.9 
7.5 
7.8 
1.2 


729 
670 
771 
678 
765 


7.5 
8.3 
7.1 
8.1 
7.2 


6.8 
9.8 
5.1 
6.4 
3.1 


Allied  Corp 
NBD  Bancorp 
Crocker  National 
Puget  Sound  Pwr  &  Lt 
Signal  Cos 


681 
682 
683 
684 
685 


11.6 
11.6 
11.6 
11.6 
11.5 


9.0 
10.7 

5.3 
10.1 

3.4 


673 
474 
579 
778 
573 


8.2 
10.7 
9.3 
7.0 
9.4 


7.4 
10.0 
5.4 
6.2 
4.0 


GATX 

Riegel  Textile 
Sperry 

Fieldcrest  Mills 
DEKALB  AgResearch 


744 

745 
746 
747 
748 


10.4 
10.3 
10.3 
10.3 
10.2 


4.3 
5.4 
6.1 

9.3 
3.5 


873 
700 
651 
668 
731 


5.3 
7.8 
8.4 

8.3 
7.5 


3.9 
4.6 
5.4 
■*.8 
2.3 


Morse  Shoe 
American  Cyanamid 
Corning  Glass  Works 
Consumers  Power 


686 
687 
687 
689 


11.5 
11.5 
11.5 
11.4 


15.0 
9.7 
9.7 

11.2 


527 
606 
538 
821 


10.0 
8.9 
9.9 
6.4 


11.5 
7.9 
7.3 
6.6 


Textron 
Cluett,  Peabody 
Gulf  &  Western  Inds 
Michigan  National 


749 
750 
750 
752 


10.2 
10.2 
10.2 
10.2 


6.7 
11.8 
def 

8.2 


611 

637 
812 
633 


8.9 
8.6 
6.6 
8.7 


6.4 
9.3 
def 

7.f 


Fleetwood  Enterprises 
Munford 
Warner-Lambert 
Foxboro 


690 
690 
692 
693 


11.4 
11.4 
11.4 
11.4 


31.9 
13.6 
16.9 
3.1 


442 

742 
687 
487 


11.2 

7.4 
8.0 
10.6 


31.0 
10.1 
10.2 
3.2 


Scott  Paper 
Texas  Instruments 
Dominion  Resources 
Manufacturers  National 


752 
754 
755 
755 


10.2 
10.1 
10.1 
10.1 


6.2 
def 
11.1 

12.5 


698 
493 
825 
583 


7.8 
10.5 
6.4 
9.3 


5.2 
def 
6.6 
11.6 


*For  some  companies  fas  noted  in  the  individual  Yardsticks  tables)  the  average  return  is  for  less  than  five  years, 
def  deficit    "Not  available;  not  ranked 
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io's  where  in  profitability 


apany 

Return  on  equity 
latest 
5-year  12 
rank  average*  months 

Return  on  capital 
latest 
5-year  12 
rank  average*  months 

Company 

Return  on  equity 
latest 
5-year  12 
rank  average*  months 

Return  on  capital 
latest 
5-year  12 
rank  average*  months 

V 

thern  Trust 
lerson,  Clayton 
en  Group 
sna  Aircraft 

757  10.1%  8.4% 

758  10.0  6.4 

759  10.0  4.8 

760  10.0  6.4 

761  10.0  def 

602       9.0%  7.8% 
585       9.2  6.2 
542       9.8  5.3 
766       7.1  6.0 
622       8.8  def 

Amfac 

Boise  Cascade 
Research-Cottrell 
Lone  Star  Industries 
Armstrong  World  Inds 

820  8.4%  def 

821  8.4  3.8% 

822  8.3  4.2 

823  8.3  def 

824  8.3  9.1 

833       6.3%  def 
789       6.9  4.2% 
676       8.2  4.7 
707       7.7  1.3 
768       7.1  7.6 

ine  Midland  Banks 
ow  Freight  System 
s.  Roebuck 

sey 

rsoll-Rand 

761       10.0  10.7 

763  10.0  16.8 

764  9.9  13.3 

765  9.9  13.6 

766  9.9  def 

668       8.3  8.4 
758       7.2  11.6 
587       9.2  10.9 
741       7.4  10.2 
683       8.1  0.3 

Jim  Walter 
Deere 

IC  Industries 

Amer  Maize-Products 

Delta  Air  Lines 

824        8.3  10.2 

826  8.3  def 

827  8.3  4.6 

828  8.3  3.2 

829  8.2  def 

844       6.1  6.8 
780       7.0  0.2 
863       5.5  4.2 
792       6.8  3.8 
868       5.5  def 

lamette  Inds 
'erhaeuser 
i  Industries 

7 

ional  Distillers 

767  9.9  5.5 

768  9.8  3.4 

769  9.8  0.2 
769        9.8  def 
769        9.8  4.4 

678       8.1  4.7 
720       7.6  3.7 
837       6.2  2.4 
888       5.0  def 
678       8.1  4.5 

Champion  Intl 
Mead 
Celanese 
Olin 

Athlone  Industries 

830        8.2  3.5 
830        8.2  def 

832  8.2  3.1 

833  8.2  6.9 

834  8.2  def 

853       6.0  3.4 
799       6.7  1.3 
830       6.3  3.2 
819       6.5  5.7 
789       6.9  1.4 

:or 

mond  Intl 
:  Industries 
■aiian  Electric 

772  9.7  9.0 

773  9.7  5.0 

774  9.6  9.9 

775  9.6  17.6 

776  9.6  8.3 

595       9.1  5.4 
633       8.7  9.1 
729       7.5  14.6 
848       6.0  5.7 

Midland-Ross 
Stewart-Warner 
Burroughs 
Di  Giorgio 
Fisher  Foods 

834        8.2  def 

836  8.0  2.2 

837  8.0  9.0 

838  8.0  5.4 

839  8.0  3.4 

709       7.7  def 
694       7.9  2.2 
755       7.3  7.2 
835       6.2  4.8 
881       5.2  3.4 

lis 

mman 

tral  Soya 
Federal  S  &  L 

777  9.6  6.0 

778  9.6  18.2 

779  9.6  4.1 

780  9.5  8.3 

781  9.5  21.7 

766       7.1  5.5 
665       8.3  11.9 
805       6.6  4.0 
713       7.7  6.9 
558       9.6  21.2 

G  C  Murphy 
Arvin  Industries 
Ampco-Pittsburgh 
Outboard  Marine 
El  Paso 

840  7  9  11.1 

841  7.9  7.8 

842  7.9  def 
842        7.9  11.8 
844         7.9  14.4 

830       6.3  8.2 
815       6.5  6.6 
539       9.8  1.7 
788       6.9  9.8 
879       5.2  7.0 

nta  Gas  Light 
e-Picher  Inds 
:  Chicago 
shire  Hathaway 
k  &  Decker 

782  9.5  10.3 

783  9.5  5.5 

784  9.4  11.6 

785  9.4  7.7 

786  9.4  9.5 

839       6.2  6.8 
691       8.0  5.2 
643       8.6  9.9 
572       9.4  8.0 
654       8.4  6.6 

UMC  Industries 
Hoover 
Timken 
Gas  Service 
Burlington  Inds 

845  7.9  2.1 

846  7.7  12.7 

847  7.7  def 

848  7.6  3.6 

849  7.5  7.7 

783       6.9  3.2 
888       5.0  10.2 
756       7.2  def 
869       5.4  3.8 
843       6.1  6.3 

RCO 
er  Corp 

i  er  Hawley  Hale 
>lo  International 
is  Bankcorp 

787        9.4  2.2 
787        9.4  14.9 
789        9.3  8.0 
789        9.3  7.6 
791        9.3  8.7 

653       8.4  3.7 
756       7.2  11.0 
825       6.4  5.9 
773       7.1  6.0 
616       8.8  8.2 

Barnes  Group 
Longview  Fibre 
Brockway  Inc  (NY) 
Interlake 
Skyline 

850  7.4  def 

851  7.4  4.6 

852  7.3  4.5 

853  7.2  3.6 

854  7.2  6.9 

778       7.0  def 
723       7.6  4.6 
847       6.0  4.2 
835       6.2  4.0 
768       7.1  6.8 

i 

~al  Tri-State 
er  Manufacturing 
table  of  Iowa 
igs  Industries 

792  9.2  3.0 

793  9.2  13.7 

794  9.2  def 

795  9.1  8.9 

796  9.1  8.0 

758       7.2  3.4 
713       7.7  11.8 
673       8.2  0.2 
652       8.4  8.8 
688       8.0  7.3 

Amdahl 

Anchor  Hocking 
Crane 
BancOhio 
Bangor  Punta 

855  7.1  8.4 

856  7.1  def 
856        7.1  def 

858  6.9  4.8 

859  6.8  def 

752       7.3  7.9 
849       6.0  0.1 
866       5.5  def 
795       6.8  5.2 
885       5.1  def 

iams  Cos 
il  Basic  Inds 
•well 

i  mpion  Spark  Plug 
tinental  Corp 

797  9.1  2.4 

798  9.1  3.6 

799  9.0  10.5 

800  9.0  5.8 

801  9.0  1.9 

858       5.8  2.5 
841       6.1  2.8 
801       6.7  7.7 
650       8.5  5.6 
646       8.5  2.0 

General  Motors 

Kellwood 

M  Lowenstein 

Copperweld 

AMF 

860  6.7  14.2 

861  6.6  15.4 

862  6.6  10.5 

863  6.6  def 

864  6.5  def 

829       6.3  11.8 
784       6.9  13.0 
846       6.1  8.3 
860       5.7  def 
871       5.4  def 

■wait 
ph  Coors 
ttch 

S arable  Robinson 
■rtshaw  Controls 

801        9.0  6.2 

803  9.0  10.8 

804  8.9  5.2 

805  8.9  6.3 

806  8.8  11.8 

768       7.1  6.0 
671       8.2  9.6 
808       6.6  4.2 
717       7.7  6.4 
748       7.3  9.5 

Louisiana-Pacific 
Caterpillar  Tractor 
Dayco 

Walter  E  Heller  Intl 
Manhattan  Industries 

864        6.5  2.7 

866  6.5  def 

867  6.5  1.8 

868  64  def 

869  6.4  12.9 

898       4.6  2.1 
807       6.6  def 
886       5.0  2.9 
845       6.1  3.5 
854       5.9  8.9 

ins-Corning  Fbrgls 
liyear 
;heny  Intl 
I  ips-Van  Heusen 
lid-Hill 

807  8.8  9.8 

808  8.8  7.0 

809  8.8  def 
809        8.8  11.9 
811         8.7  1.2 

761       7.2  7.3 
751       7.3  7.0 
707       7.7  2.9 
725       7.6  10.2 
696       7.9  4.1 

Armstrong  Rubber 
Genl  Tire  &  Rubber 
Reichhold  Chemicals 
Western  Union 
Kaiser  Alum  &  Chem 

870  6.4  13.1 

871  6.4  6.0 

872  6.3  8.4 

873  6.1  9.1 

874  6.0  def 

834       6.3  10.0 
862       5.5  5.5 
878       5.2  6.1 
849       6.0  7.2 
890       4.9  def 

Kullen  Grocery 
in  Associates 
;  ns-Illinois 
•  >ermott  Intl 

812  8.7  11.1 

813  8.6  15.2 

814  8.6  2.6 

815  8.6  7.4 

677       8.1  10.2 
715       7.7  12.9 
827       6.3  2.9 
830       6.3  6.0 

Bucyrus-Erie 
Acme-Cleveland 
Sheller-Globe 
Avondale  Mills 

875  5.9  def 

876  5.9  def 

877  5.9  10.2 

878  5.6  12.2 

856       5.8  def 
887       5.0  def 
880       5.2  7.4 
876       5.3  10.5 

gia-Pacific 
ndiana  Pub  Svc 
:gis 
lord 

816  8.5  2.0 

817  8.4  10.5 
817        8.4  def 
819        8.4  2.4 

855       5.9  2.4 
869       5.4  6.0 
822       6.4  0.5 
718       7.7  3.1 

Cummins  Engine 
Amerace 
Castle  &  Cooke 
Libbey-Owens-Ford 

879  5.6  def 

880  5.5  def 

881  5.5  2.8 

882  5.4  4.8 

883       5.1  def 
906       4.4  def 
872       5.4  3.9 
859       5.8  5.3 

!  some  companies  (as  noted  in  the  individual  Yardsticks  tables)  the  average  return  is  for  less  than  five  years, 
deficit    "Not  available;  not  ranked 
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Return  on  equity 

Return  on  capital 

Return  on  equity 

Return  on 

capital 

latest 

latest 

latest 

lates 

5-year 

12 

5-year 

5-year 

1Z 

5-year 

12 

Company 

rank  average"  months 

ran  R 

average 

months 

Company 

rank 

average 

months 

rank 

average " 

monl 

Reynolds  Metals 

883 

5.3% 

def 

914 

4.1% 

def 

Fedl  Natl  Mortgage 

946 

def 

5.1% 

876 

5.3% 

5.5 

Northwestern  Steel 

884 

5.1 

def 

881 

5.2 

def 

Graniteville 

947 

def 

def 

962 

1.0 

del 

11 

88S 

5.1 

0.5% 

873 

5.3  * 

2.8% 

UAL 

948 

def 

2.0 

954 

1.6 

3  fi 

Bell  &  Howell 

886 

5.1 

19.2 

894 

4.7 

14.5 

Republic  Steel 

949 

def 

def 

965 

0.0 

def 

Eaton 

887 

5.0 

2.0 

910 

4.3 

3.7 

Armco 

950 

def 

def 

964 

0.1 

del 

Primark 

888 

4.9 

5.3 

921 

3.9 

4.4 

Ford  Motor 

951 

def 

14.0 

966 

def 



10.4 

Pittston 

889 

4.7 

def 

900 

4.6 

def 

Evans  Products 

952 

def 

def 

865 

5.5 

del 

Polaroid 

890 

4.5 

3.7 

893 

4.8 

4.1 

Gibraltar  Financial 

953 

def 

21.0 

961 

1.0 

18.9 

Allen  Group 

891 

4.5 

def 

895 

4.7 

2.3 

Singer 

954 

def 

0.1 

952 

1.7 

3.C 

AM  AX 

892 

4.4 

def 

866 

5.5 

def 

Ramada  Inns 

955 

def 

def 

927 

3.3 

4.3 

Macmillan 

893 

4.4 

15.2 

901 

4.5 

13.0 

Cook  United 

956 

def 

def 

933 

3.0 

0.7 

F  W  Woolworth 

893 

4.4 

14.1 

911 

4.2 

10.4 

Kaiser  Steel 

957 

def 

def 

970 

def 

0.8 

American  Can 

895 

4.3 

6.7 

912 

4.2 

6.5 

Gulf  Resources  &  Chem 

958 

def 

11.8 

950 

2.0 

7.3 

H  F  Ahmanson 

896 

4.2 

12.6 

917 

4.0 

11.6 

Talley  Industries 

959 

def 

7.6 

953 

1.7 

7.2 

Beneficial  Corp 

897 

4.1 

9.1 

884 

5.1 

5.9 

Wheeling-Pitts  Steel 
 ■  ' 

960 

def 

def 

959 

1.1 

del 

"-  ;-~  1 

Zenith  Radio 

897 

4.1 

5.9 

904 

4.5 

5.5 

Interstate  Bakeries 

961 

def 

def 

960 

1.1 



del 

Crown  Zellerbach 

899 

3.9 

2.8 

914 

4.1 

4.1 

Marion 

962 

def 

def 

897 

4.7 

del 

Genesco 

900 

3.9 

def 

896 

4.7 

3.7 

Mattel 

963 

def 

def 

929 

3.2 

del 

Fruehauf 

901 

3.8 

def 

901 

4.5 

1.2 

National  Intergroup 

964 

def 

def 

975 

def 

del 

Scot  Lad  Foods 

902 

3.8 

def 

907 

4.4 

2.3 

GAF 

965 

def 

def 

974 

def 

3.2 

B  F  Goodrich 

903 

3.7 

def 

892 

4.8 

2.3 

American  Bakeries 

966 

def 

def 

976 

def 

del 

Del  E  Webb 

904 

3.7 

0.7 

873 

5.3 

3.9 

Keystone  Consolidated 

967 

def 

def 

981 

def 

del 

Oak  Industries 

905 

3.6 

def 

644 

8.5 

def 

Inco 

968 

def 

def 

970 

def 

del 

Sybron 

906 

3.5 

def 

905 

4.4 

def 

Great  Atl  &  Pac  Tea 

969 

def 

8.0 

978 

def 

6.5 

Savin 

907 

3.5 

def 

434 

11.3 

def 

Wilson  Foods 

970 

def 

def 

980 

def 

del 

J  P  Stevens 

908 

3.4 

2.9 

919 

3.9 

3.6 

 ;  

Bird 

971 

def 

def 

983 

def 



del 

Manville 

909 

3.3 

9.4 

909 

4.3 

6.8 

NVF 

972 

def 

def 

861 

5.6 

del 

Cyclops 

910 

3.2 

def 

922 

3.8 

def 

Baldwin-United 

973 

def 

def 

823 

6.4 

del 

Northwest  Airlines 

911 

3.2 

4.2 

947 

2.4 

3.4 

First  Pennsylvania 

974 

def 

def 

972 

def 

2.7 

General  Public  Utils 

- 

912 

3.1 

3.2 

922 

3.8 

3.8 

Bethlehem  Steel 

975 

def 

def 

989 

def 

del 

U  S  Industries 

913 

3.1 

7.8 

925 

3.6 

6.8 

United  Brands 

976 

def 

def 

987 

def 

del 

Phelps  Dodge 

914 

2.9 

def 

940 

2.9 

def 

Harnischfeger 

977 

def 

def 

985 

def 

del 

Firestone 

915 

2.8 

7.3 

932 

3.1 

5.7 

United  Merch  &  Mfrs 

978 

def 

def 

973 

def 

1.4 

Gt  Western  Financial 

916 

2.8 

5.6 

918 

3.9 

6.1 

Allis-Chalmers 

979 

def 

def 

988 

def 

del 

Chromalloy  American 

917 

2.7 

def 

903 

4.5 

0.9 

Tiger  International 

980 

def 

def 

956 

1.5 

del 

Dravo 

918 

2.7 

def 

908 

4.4 

def 

Pan  Am  World  Airways 

981 

def 

def 

978 

def 

 ' 

del 

Clark  Equipment 

919 

2.4 

3.1 

946 

2.6 

3.8 

Eastern  Air  Lines 

982 

def 

def 

957 

1.3 

del 

Kane-Miller 

920 

2.3 

def 

928 

3.3 

def 

HRT  Industries 

983 

def 

def 

969 

def 

dej 

Foodarama  Supermkts 

921 

2.2 

3.8 

914 

4.1 

5.4 

Revere  Copper 

984 

def 

def 

982 

def 

del 

Peabody  Intl 

922 

2.2 

6.2 

913 

4.1 

5.5 

General  Refractories 

985 

def 

def 

990 

def 

de 

 ' 

A  O  Smith 

923 

2.1 

2.2 

930 

3.2 

3.7 

Pettibone 

986 

def 

def 

984 

def 

del 

Mohasco 

924 

1.9 

3.0 

942 

2.8 

3.3 

Intl  Harvester 

987 

def 

def 

992 

def 

del 

Hanna  Mining 

925 

1.8 

def 

949 

2.1 

def 

American  Motors 

988 

def 

def 

993 

def 

del 

Southwest  Forest  Inds 

926 

1.7 

def 

864 

5.5 

0.5 

Western  Air  Lines 

989 

def 

def 

977 

def 

del 

Kaufman  &  Broad 

927 

1.7 

0.9 

938 

3.0 

4.0 

Texas  Air 

990 

def 

def 

939 

2.9 

de 

Lukens 

928 

1.6 

def 

934 

3.0 

def 

Republic  Airlines 

991 

def 

def 

968 

■  def 

del 

Amer  Hoist  &  Derrick 

929 

1.6 

def 

944 

2.7 

def 

AM  International 

992 

def 

NE 

995 

def 

12.7 

Kerr  Glass  Mfg 

930 

1.5 

def 

899 

4.6 

def 

W/irkpQ  t~"n« 

993 

def 

def 

986 

def 

del 

Borman's 

931 

1.5 

0.8 

931 

3.1 

2.5 

Massey-Ferguson 

994 

def 

def 

994 

def 

def 

Alexander's 

932 

1.4 

7.9 

945 

2.7 

5.3 

Chrysler 

995 

def 

NE 

991 

def 

11.8 

National-Standard 

933 

1.3 

def 

955 

1.6 

def 

 r  7~.  

Rath  Packing 

996 

def 

def 

996 

def 

del 

United  States  Steel 

934 

1.1 

def 

922 

3.8 

def 

Allied  Supermarkets 

997 

def 

4.0 

926 

3.5 

5.9 

Nashua 

935 

1.0 

def 

937 

3.0 

def 

Pantry  Pride 

998 

def 

NE 

967 

def 

6.3 

CertainTeed 

936 

0.6 

8.2 

941 

2.8 

7.1 

American  President 

*  * 

•1 

Westmoreland  Coal 

937 

0.4 

4.5 

()(« 

t.  1 

C  1 
D.L 

Calif  Federal  S&L 

•1 

Mack  Trucks 

938 

0.1 

def 

943 

2.8 

def 

CIGNA 

9.4 

8.9 

AMR 

939 

def 

9.9 

936 

3.0 

6.8 

Glendale  Federal  S&L 

Jonathan  Logan 

940 

def 

13.3 

963 

0.9 

11.8 

Gulfstream  Aerospace 

67.5 

30.8 

Toro 

941 

def 

1.4 

891 

4.8 

4.8 

Home  Federal  S&L-Cal 

Inland  Steel 

942 

def 

def 

958 

1.1 

def 

Imperial  Corp  of  Am 

def 

del 

Trans  World 

943 

def 

def 

920 

3.9 

3.6 

Masonite 

9.8 

8.7 

Chic  Pneumatic  Tool 

944 

def 

def 

934 

3.0 

def 

Pabst  Brewing 

Uniroyal 

945 

def 

4.8 

951 

1.8 

4.7 

RLC 

6.9 

5. 
_ 

*For  some  companies  (as  noted  in  the  individual  Yardsticks  tables)  the  average  return  is  for  less  than  five  years, 
def:  deficit.    NE:  negative  equity    "Not  available;  not  ranked. 
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For  eight  generations, 
we've  been  steering  world  traders 
through  the  proper  channels. 


One  year  after 
Bank  of  Montreal 
became  the  first 
Canadian  bank, 


we  became  the  first  bank 
to  serve  Canadian  trad 
ers  abroad;  our  first 
foreign 
office 
opened  in 

London,  England  in     1  1 
1818.  Today,  after  eight 
generations,  London  is 
just  one  of  fifteen  trade 
centres  around  the  world 
which  are  linked  together 
by  the  offices  of  our  Trade 
Finance  Division.  They  are 
staffed  by  bankers  who  are 
professionals  in  every  type 
of  financing,  from  the  straight 
forward  support  of  ongoing 
commercial  sales  to  complex 
transactions  involving  major 
turnkey  projects. 

Complex  or  not,  a  trade 
financing  package  must  be  on  course 
with  financial,  economic  and  political 
realities  at  any  given  moment.  The 
task  is  made  easier  by  close  cooperation 
between  our  Trade  Finance  Division 


and  Bank  of  Montreal  specialist 
groups  in  project  finance,  loan 
syndication,  corporate  finance 
and  country  risk  analysis.  This 
cooperation  is  largely  respon- 
sible for  the  flexibility  and 
imaginativeness  which 
characterizes  major 
Bank  of  Montreal  financ- 
ings, particularly  in  multi- 
country  sourcing  of 
concessionary  financing. 
Of  course, 
you  will 
expect 

your  bank  to  offer  a  variety 
of  payment  channels  which 
are  both  efficient  and  totally 
secure.  To  this  end,  our  Trade 
Finance  Group  offers  a  full  range 
of  traditional  services  including 
Documentary  Credits  and  Collections, 
Buyer  and  Supplier  Credits, 
Discounts  and  Acceptances. 

We'd  like  to  be  at  the  helm 
of  your  next  trade  financing.  Con- 
tact your  Bank  of  Montreal  Account 
Manager,  or  the  Trade  Finance 
Division,  Merchant  Banking  Group, 
First  Canadian  Place,  Toronto,  Canada. 
Telex:  06-22735. 


American  corporate  earnings  and  sales  should  start  growing 
again,  but  the  pecking  order  has  changed. 
Forbes  ranks  1,008 firms  for  five-year 
averages  and  latest  12  months  growth. 


Who's 
where  in 
growth 


U|  NEASY  LIES  THE  CROWN.  For 
the  year  1982  Apple  Com- 
puter was  number  one  in 
earnings  growth  in  the 
Forbes  Annual  Report.  Still 
going  strong,  Apple  Computer  was 
number  five  for  1983.  This  was  no 
mean  accomplishment:  The  Annual 
Report  covers  more  than  1,000  large 
U.S.  companies  (1,008,  to  be  precise). 
Can  Apple  stay  out  front?  It  won't  be 
easy  to  maintain  the  pace  that  you 
need  to  stay  with  the  frontrunners  in 
this  kind  of  competition.  For  how 
many  years,  after  all,  can  you  go  on 
doubling  your  earnings  as  Apple  has? 

Top  position  this  year  goes  to 
McLean  Industries.  Run  by  Malcolm 
McLean,  the  pioneer  of  containerized 
shipping,  this  is  the  holding  company 
for  U.S.  Lines  and  Moore  McCormack 
Lines.  Shopwell,  a  New  York-based 
supermarket  chain,  ranks  second, 
helped  by  a  surge  in  earnings  in  1982 
and  losses  in  prior  years.  But  note  that 
Shopwell  ranks  only  648  on  five-year 
sales  growth.  Unlike  some  of  its  furi- 
ously expanding  rivals,  Shopwell's 
growth  in  earnings  stems  largely  from 
the  improved  margins  and  greater  effi- 
ciencies that  resulted  from  renovating 
existing  stores. 

Who  else  is  on  top?  CNA  Financial; 
ROLM,  a  manufacturer  of  sophisti- 
cated telecommunications  equip- 
ment; Beverly  Enterprises,  a  provider 
of  nursing  homes  and  other  health 
care  services;  textile  firm  M.  Lowen- 
stein.  A  textile  firm?  Certainly,  be- 
cause remember  this:  Earnings 
growth  can  come  from  an  improve- 


ment in  margins  as  well  as  from  su- 
perfast  growth  in  revenues.  Others  on 
top:  NIKE,  a  footv/ear  manufacturer, 
and  First  Executive,  an  insurance 
holding  company. 

This  year  two  energy-related  firms, 
Global  Marine  and  Valero  Energy,  are 
among  the  top  ten  in  five-year  earn- 
ings growth.  But  this  is  not  really  a 
sign  of  a  turnaround  in  oil.  Since  we 
are  dealing  with  five-year  averages, 
these  two  outfits  were  carried  into  the 
top  ranks  on  the  strength  of  how  well 
they  did  in  1980  and  1981. 

In  1982  only  14  of  the  40  fastest- 
growing  companies  could  be  charac- 
terized as  old-line  manufacturing  or 
basic  transportation  firms.  This  trend 
continued  in  1983.  Only  8  of  the  top 
40  growth  performers  belonged  to 
Smokestack  America.  Most  of  the 
laurels  went  to  financial  services, 
marketing,  and  computer  and  elec- 
tronics companies. 

This  distribution  of  growth  pat- 
terns is  hardly  surprising,  considering 
that,  while  heavy  industry  was  at  near 
depression  levels,  the  newer  parts  of 
the  economy  virtually  ignored  the  re- 
cession. Meanwhile,  the  industries 
that  made  America  great  have  been 
pruning,  restructuring  and  writing  off 
outmoded  assets. 

Predicting  the  future  is  a  risky  busi- 
ness, but  we'll  venture  to  suggest 
that,  once  the  pruning  and  moderniz- 
ing is  over,  heavy  industry  will  make 
a  spectacular  comeback  on  the 
Growth  Yardsticks — especially  for 
earnings  growth.  The  economy  was 
ever  thus,  for  no  trend  lasts  forever. 
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o's  where  in  growth 


pany 

Earnings  per  share 
5-year     83t  vs 
rank  average'  1980-82 

Sales 
5-year     83t  vs 
rank  average*  1980-82 

Company 

Earnings  per  share 
5-year     83t  vs 
rank  average*  1980-82 

Sales 
5-year     83t  vs 
rank  average*  1980-82 

in  Industries 
well 

'-  V  Pi*  1 1 1 1  V  P 

Financial 
e  Computer 

1  386.3%  30.6% 

2  163.0  41.1 

3  108.7  75.7 

4  105.3  21.8 

5  98.3  92.0 

564      12.1%  27.4% 
648      10.6  16.5 

2     91.8  21.3 
763       8.4  6.7 

1    122.3  184.9 

Hospital  Corp  of  Am 
Savannah  Foods 

Mprrill  I  vnrfi 

I'll  1 1  in  ij  y  1 1    ■  I 

Brown-Forman  Dist 
General  Dynamics 

64  26.1%  54.0% 

65  26.0  47.6 

66  95  7        69  3 

67  25.6  34.0 

68  25.5  80.2 

34      34.7%  52.1% 
883       5.7  2.5 

63      99  9         45  3 
404      15.0  15.1 
340      16.3  34.8 

al  Marine 

rly  Enterprises 

liipn  Cf  PI  n 

o  Energy 

6  86.5  -13.3 

7  74.6  34.0 

8  72.9  40.7 

9  71.6  84.5 
10      67.6  -27.4 

80      27.5  34.6 
18     43.5  93.3 

976       1.8  -5.9 
3     71.9  85.9 

423      14.4  -23.7 

Cullum  Companies 
Berkshire  Hathaway 
EG&G 
Resorts  Intl 
ServiceMaster  Inds 

69  25.3  6.6 

70  25.0  55.0 

71  95  0        26  4 

72  24.9  5.6 

73  24.8  37.0 

483      13.4  17.6 
492      13.2  5.2 
202      90  0  919 
43     32.8  23.4 
156     22.2  32.7 

:nt  Loan  Mktg 
ru  of  America 
orp  of  America 
VI 

al  Express 

11  66.9  105.4 

12  65.3  68.1 

13  61.2  303.3 

14  57.9  4.1 

15  51.4  51.9 

7      64.6  41.0 
42     33.0  18.7 
9      58.3  195.5 
5     65.9  74.7 
13     50.8  80.8 

VF 

M/A-Com 
General  Cinema 
Teledyne 

Natl  Convenience  Stores 

74  24.8  86.2 

75  24.6  -17.6 

76  24.6  158.7 

77  24.5  -27.7 

78  24.4  31.3 

571      12.0  40.9 
16      46.0  34.2 
433      14.2  11.6 
788       7.9  -4.9 
217      19.6  27.0 

;  Laboratories 
irs  World 

omedia 
ana 

16  50.3  80.6 

17  50.3  P-D 

18  49  9      1 48  4 

19  48.5  -38.3 

20  47.1  66.1 

12     51.4  92.8 
57     29.8  4.0 
38     33.5  57.0 
648      10.6  14.2 
37     33.9  33.2 

Wendy's  International 
Walgreen 

Allpphpnv  RpvpraQP 

XUlCglltlll    111!  ' 

Murphy  Oil 
Boeing 

79  24.3  25.7 

80  24.1  48.4 

81  93  9        38  1 

82  23.9  -5.5 

83  23.8  -23.7 

20      42.0  39.7 
696       9.8  33.3 

80      97  5         51  7 
318      16.9  8.4 
295      17.8  15.7 

lard  Oil  Ohio 
a  Industries 
n  Brunswig 
Home 
timart 

21  43.3  -12.2 

22  42.0  457.6 

23  40.6  35.6 

24  39.4  208.5 

25  38.3  -24.9 

82     27.5  -6.3 
370      15.6  -28.5 
211      19.8  65.2 

39     33.3  95.1 
822       7.3  0.5 

Control  Data 
Midlantic  Banks 
Peoples  Drug  Stores 
Zapata 

SCOA  Industries 

84  23.7  -1.9 

85  23.5  20.2 

86  23.5  40.6 

87  23.4  -31.5 

88  23.3  11.4 

481      13.4  10.3 
151      22.5  19.3 
438      14.1  25.9 
896       5.4  -18.8 
585      11.7  14.2 

ms  &  Sthrn  Ga 
Mart  Stores 
Street  Boston 

Y 

ior  Oil 

26  36.9  25.9 

27  35.6  83.3 

28  34.9  9.0 

29  34.3  65.2 

30  33.2  -32.4 

454      13.8  17.8 
29     37.3  69.3 
242      19.0  13.7 
230      19.2  49.2 
71     28.5  -0.8 

American  Stores 
Zayre 

Tesoro  Petroleum 
SEDCO 

Browning-Ferris  Inds 

89  23.2  59.2 

90  23.2  65.0 

91  23.1  -38.6 

92  23.0  46.9 

93  23.0  39.4 

11     52.8  9.2 
693       9.8  30.0 
121      24.0  -5.8 
754       8.6  31.7 
361      15.9  24.0 

lectron 

"R"  Us 
Boston 
)'s 

laker 

31  32.7  -19.5 

32  32.6  41.1 

33  32.2  58.7 

34  31.9  60.5 

35  31.4  -44.8 

405      14.9  10.5 
76     27.9  40.1 
17     44.0  54.9 
274     18.3  28.8 
421      14.6  1.8 

Raychem 

Storage  Technology 
Allied  Bancshares 
Ryder  System 
Cross  &  Trecker 

94  22.9  -23.2 

95  22.8  -95.7 

96  22.8  34.8 

97  22.8  20.1 

98  22.7  -90.2 

129      23.5  16.2 
26     39.6  8.3 
25      40.2  43.0 
237      19.0  18.4 
522      12.7  -60.7 

ess  Men's  Assur 
;  Management 
Vledical  Entrprs 
Co  of  Georgia 
utton  Group 

36  30.9  29.7 

37  30.7  31.1 

38  30.5  54.0 

39  30.4  40.2 

40  30.3  60.4 

895       5.4  13.2 
61     29.3  34.0 
14     48.9  108.7 

201      20.0  21.6 
35     34.3  52.1 

Anixter  Bros 
Penn  Central 
General  Re 
Hewlett-Packard 
Rohm  &  Haas 

99       22.4  -38.6 

100  22.4  -28.4 

101  22.3  15.6 

102  22.2  29.0 

103  22.0  46.9 

185     20.7  19.3 
21     41.7  -8.9 
355      15.9  18.8 
118     24.3  29.3 
680      10.0  0.7 

ear 

;  Oil  &  Gas 
ral  Instrument 
ps-Van  Heusen 
;  River  Corp  Va 

41  30.2  63.4 

42  30.2  52.4 

43  30.1  -21.3 

44  30.0  76.1 

45  30.0  108.7 

527      12.6  19.9 
79      27.7  18.1 
467      13.6  -2.2 
848       6.3  7.2 
10     56.2  245.9 

R  H  Macy 
Rose's  Stores 
Esmark 

Turner  Construction 
Loews 

104  21.9  58.4 

105  21.9  117.7 

106  21.8  -14.7 

107  21.8  28.1 

108  21.8  38.9 

519      12.8  34.9 
829       7.0  29.0 
1000     -5.5  6.9 
188     20.5  -7.5 
578      11.9  11.3 

ileman  Brewing 
D-Salomon 

Lion 
ed 

46  29.4  37.3 

47  29.3  20.0 

48  29.3  -46.2 

49  28.9  39.0 

50  28.9  92.4 

62      29.2  36.4 
49     31.3  16.6 
133     23.3  1.3 

45  32.1  53.9 

46  31.8  108.6 

Anheuser-Busch  Cos 
American  Intl  Group 
Hilton  Hotels 
PHH  Group 
Rite  Aid 

109  21.7  31.3 

110  21.7  24.2 

111  21.7  4.8 

112  21.7  34.9 

113  21.6  34.8 

252      18.7  47.1 
264      18.5  -10.3 
744       8.7  7.7 
52     30.5  51.6 
291      17.9  26.4 

gra 

Medical  Intl 
lild  Industries 
mberger 

tell  Energy  &  Dev 

51  28.7  27.8 

52  28.6  55.7 

53  28.4  -57.9 

54  27.9  -6.2 

55  27.8  -14.2 

190      20.3  88.1 
73      28.4  54.3 
117      24.3  -16.7 
147      22.6  -0.3 
33     35.4  7.4 

Tyco  Laboratories 
Seagram 

Supermarkets  General 
Big  V  Supermarkets 
Freeport-McMoran 

114  21.6  -24.5 

115  21.6  -16.0 

116  21.6  21.4 

117  21.5  6.4 

118  21.5  -32.8 

50     31.2  39.6 
931       4.1  -4.0 
603      11.3  14.5 
301      17.5  14.5 
233      19.1  3.7 

Kline  Beckman 

r  Group 
m  Thiokol 

56  27.7  12.1 

57  27.5  41.3 

58  26.9  -23.6 

59  26.9  -6.0 

109     24.9  39.0 
77     27.8  35.9 
219      19.5  22.5 
541      12.4  107.8 

Dean  Foods 
Digital  Equipment 
Barnett  Banks  Fla 
Capital  Cities  Commun 

119      21.2  29.7 
119      21.2  -35.1 

121  21.1  39.9 

122  21.1  28.6 

348      16.1  15.6 
54     30.2  40.3 
113     24.6  52.3 
244      19.0  28.3 

ott 

Manufacturing 
er 

»n  Insurance 

60  26.6  27.7 

61  26.2  -63.2 

62  26.1  66.0 

63  26.1  -34.1 

258      18.6  38.0 
44     32.2  21.0 
85     27.2  17.5 

138     23.0  9.9 

Shawmut 

Western  Co  No  Amer 
Worthington  Inds 
Pioneer 

123  21.1  -6.8 

124  20.8  P-D 

125  20.7  0.0 

126  20.7  -10.3 

207      19.9  22.2 
47     31.7  -12.0 
108      25.0  20.5 
223      19.3  -4.9 

tome  companies  fas  noted  in  individual  Yardsticks  tables)  the  growth  rate  is  for  less  than  five  years.  For  comparison,  the  five-year  average  annual  increase  in  prices  was 
1  as  measured  by  the  Department  of  Commerce  s  Implicit  Price  Deflator  for  Gross  National  I'rodnct,  which  measures  inflation  in  all  sectors  of  the  economy 
It  12-months.    P-D:  profit  to  deficit. 
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Who's  where  in  growth 


Company 


Earnings  per  share 
5-year    83t  vs 
rank  average"  1980-82 


Sales 
.  5-year     83t  vs 
rank  average*  1980-82 


Company 


Earnings  per  share 
5-year     83t  vs 
rank  average*  1980-82 


Sales 
5-year     83t  vi 
rank  average*  1980-8 


First  Atlanta 
Sysco 

Republic  New  York 

Munford 

Perini 


127 
127 
129 
130 
131 


20.7% 

20.7 

20.7 

20.6 

20.5 


35.3% 
39.3 

3.8 
28.7 

7.0 


394 
255 
22 
947 
158 


15.1% 
18.6 
41.6 
3.5 
22.1 


26.2% 
41.3 
-0.6 
13.3 
1.0 


Pay  Less  Drug  NW 
Sun  Chemical 
Newmont  Mining 
Springs  Industries 
Combustion  Eng 


190 
191 
192 
193 
194 


17.3% 

17.2 

17.2 

17.1 

17.0 


21.7% 
-24.4 
-44.2 
2.6 
-16.9 


147 
462 
837 
831 

575 


22.6% 
13.6 

6.8 

7.0 
11.9 


6.4") 
21.1 1 
-15.9 

0.6 
-11.0 


Dorchester  Gas 
Super  Valu  Stores 
Burlington  Northern 
Bankers  Trust  NY 
Payless  Cashways 


132 
133 
134 
135 
136 


20.5 
20.4 
20.2 
20.1 
20.1 


-34.8 
17.1 
36.5 
1.8 
70.8 


4 

376 
331 
222 
78 


67.2 
15.5 
16.5 
19.4 
27.8 


67.0 
19.3 
1.9 
-9.8 
62.6 


U  S  Home 

Albertson's 

CBT 

Pneumo 

Nordstrom 


195 
196 
196 
198 
199 


16.9 
16.9 
16.9 
16.9 
16.9 


25.7 
23.0 
1.3 
76.3 
42.0 


314 
316 
246 
386 
207 


17.0 
16.9 
18.9 
15.3 
19.9 


12.1 
18.5 
28.8 
10.6 
42.0 


Atlantic  Richfield 
Brunswick 
Fleet  Financial 
Hanover  Insurance 
Cox  Communications 


137 
138 
138 
140 
141 


20.1 
19.9 
19.9 
19.9 
19.8 


-7.9 
-45.4 
24.6 
6.0 
16.0 


187 
925 
303 
502 
150 


20.6 
4.5 
17.5 
13.0 
22.5 


-0.5 
4.9 
10.5 
11.9 
43.7 


Oxford  Industries 
Dillard  Dept  Stores 
H  J  Heinz 
Baker  International 
Ceco 


200 
201 
201 
203 
203 


16.8 
16.8 
16.8 
16.8 
16.8 


144.7 
81.1 
28.3 
P-D 

-8.5 


630 
216 
515 
87 
728 


10.9 
19.6 
12.8 
26.8 
9.2 


54.2 
33.8 
11.1 
-11.4 
1.8 


Sun  Banks 
Sherwin-Williams 
Abbott  Laboratories 
Nucor 

Texas  Commerce  Bshs 


141 
143 
144 
145 
146 


19.8 
19.8 
19.7 
19.6 
19.5 


14.7 
38.7 
32.6 
-29.2 
23.6 


123 
669 
352 
199 
51 


23.9 
10.2 
16.0 
20.1 
30.8 


37.1 
25.0 
22.3 
-0.9 
12.0 


Old  Republic  Intl 
Cincinnati  Milacron 
Jewel  Cos 

Bank  of  New  England 
NCNB 


203 
206 
207 
208 
209 


16.8 
16.7 
16.7 
16.7 
16.7 


21.4 
P-D 
0.4 

7.3 
30.8 


412 

749 
688 
53 
143 


14.8 

8.6 
9.9 
30.4 
22.8 


-8.2 
-34.7 
13.0 
13.3 
27.3 


Parsons 
Dover 

H  H  Robertson 
First  Union 
Centex 


147 
148 
149 
150 
151 


19.5 
19.4 
19.4 
19.3 
19.3 


25.1 
-13.2 
-32.4 

40.9 
8.5 


852 
269 
640 
157 
415 


6.2 
18.4 
10.7 
22.2 
14.7 


-7.8 
3.0 
-10.3 

18.2 
6.6 


Waldbaum 
Mercantile  Texas 
National  Svc  Inds 
Morrison-Knudsen 
Melville 


210 
211 
212 
213 
214 


16.5 
16.5 
16.5 
16.4 
16.3 


30.1 
17.7 
16.6 
1.8 
14.4 


529 
24 
658 
296 
286 


12.5 
40.5 
10.5 
17.7 
18.0 


12.5 
28.5  I 
10.91 

7.1 
31.0(| 


Culbro 
Brown  Group 
Revco  D  S 

Monfort  of  Colorado 
United  Energy  Resources 


152 
153 
154 
155 
156 


19.1 
19.1 
19.0 
19.0 
18.9 


-52.2 
23.3 
52.8 
4443. 1 

-72.0 


941 
717 
248 
204 
66 


3.7 
9.4 
18.9 
19.9 
29.1 


36.3 
11.6 
40.2 
54.9 
-15.0 


Ruddick 
Blount 

Security  Pacific 
Southern  Pacific 
Southeast  Banking 


214 
216 
217 
218 
219 


16.3 
16.3 
16.2 
16.2 
16.2 


23.0 
59.0 
21.0 
250.9 
0.1 


612 
472 
145 
745 
182 


11.2 
13.5 
22.7 
8.7 
20.8 


7.5i 
6.1 
9.1 1 
-11.6 
10.9 


Baxter  Travenol  Labs 
First  Wisconsin 
Jerrico 
Fidelcor 

New  York  Times 


157 
158 
159 
160 
161 


18.9 
18.8 
18.7 
18.7 
18.5 


36.2 
9.6 
6.0 
97.3 
33.2 


341 
484 
161 

684 
477 


16.2 
13.4 
22.0 
9.9 
13.4 


19.6 
-6.1 
23.8 
18.8 
24.8 


SONAT 
Hughes  Tool 
Lear  Siegler 
Fort  Howard  Paper 
Rockwell  Intl 


220 
221 
222 
223 
224 


16.1 
16.0 
16.0 
15.7 
15.6 


24.1 
P-D 
-9.3 
23.5 
26.4 


112 
91 

557 
363 
842 


24.7 
26.2 
12.3 
15.8 
6.4 


1741 

-2o.a| 

0. 

35.31 

i3.a| 


Kelly  Services 

Giant  Food 

Thrifty  Corp 

McDonald's 

Deluxe  Check  Printers 


162 
163 
164 
165 
166 


18.5 
18.5 
18.5 
18.4 
18.3 


2.0 
57.3 
31.9 
27.4 
36.7 


209 
521 
622 
355 
392 


19.9 
12.7 
11.0 
15.9 
15.1 


9.9 
14.0 
13.9 
18.6 
22.4 


Weis  Markets 
Hartmarx 
A  C  Nielsen 
Reading  &  Bates 
Honeywell 


225 
226 
227 
227 
229 


15.6 
15.6 
15.6 
15.6 
15.5 


25.7 
30.0 
35.5 
-57.6 
-16.6 


531 
789 
261 
227 
550 


12.5 
7.8 
18.5 
19.3 
12.4 


14J 

18.  : 

19.  C| 

-6.) 


Dun  81  Bradstreet 
Perkin-Elmer 
Cole  National 
Auto  Data  Processing 
Philip  Morris 


167 
168 
169 
170 
171 


18.3 
18.2 
18.2 
18.2 
18.2 


31.7 
-33.1 
28.3 
28.2 
26.9 


343 
181 
58 
135 
255 


16.2 
20.8 
29.6 
23.2 
18.6 


18.2 
-2.1 
49.6 
39.6 
18.3 


Shaklee 

Pioneer  Hi-Bred  Intl 
Westinghouse  Electric 
Amer  Hospital  Supply 
Gannett 


229 
231 
232 
233 
234 


15.5 
15.5 
15.5 
15.4 
15.3 


69.7 
-31.9 
-6.6 
24.6 
12.1 


193 
363 
789 
397 
124 


20.2 
15.8 
7.8 
15.1 
23.8 


20.S 
5.2 
3.7 
19.2 
21.C 


Meredith 
Getty  Oil 
American  Brands 
Dow  Jones 

Marine  Midland  Banks 


172 
173 
174 
175 
176 


18.1 
18.1 
18.0 
17.9 
17.8 


49.2 
-45.6 
0.1 
41.4 

20.5 


453 
92 
748 
287 
284 


13.8 
26.1 
8.6 
18.0 
18.2 


9.9 
-0.5 

4.5 
31.0 
-5.2 


Chase  Manhattan 
Amerada  Hess 
American  Greetings 
Houston  Natural  Gas 
Wyman-Gordon 


235 
236 
236 
238 
238 


15.3 
15.2 
15.2 
15.2 
15.2 


9.3 
-37.9 
29.4 
-19.9 
-15.3 


215 
401 

358 
235 
550 


19.6 
15.0 
15.9 
19.1 
12.4 


-10.; 
-4i 

26.7 
-27.: 


Raytheon 
Foster  Wheeler 
Transco  Energy 
Harris  Corp 
Datapoint 


177 
178 
179 
180 
181 


17.8 
17.7 
17.6 
17.6 
17.6 


-4A 
-15.9 
-10.0 
-37.3 
-56.5 


394 
813 

36 
274 

30 


15.1 
7.4 
34.2 
18.3 
36.8 


7.0 
-4.5 
17.1 
-6.1 
34.3 


Figgie  Intl  Holdings 
ASARCO 
Shell  Oil 
PNC  Financial 
Farmers  Group 


240 
241 
242 
243 
244 


15.2 
15.1 
15.1 
15.0 
15.0 


-5.1 
-62.8 
-5.9 
22.6 
14.1 


856 
836 
368 
114 
402 


6.2 
6.8 
15.7 
24.5 
15.0 


-10.C 
-7.1 
-3.S 
5.« 
36( 


Trinity  Industries 
Electronic  Data  Systems 
United  Virginia  Bshs 
Bank  of  Boston 


182 
183 
184 
185 


17.5  -61.3 

17.5  57.9 

17.5  29.0 

17.5  24.7 


259 
106 
373 
134 


18.6 
25.1 
15.6 
23.3 


-35.3 
50.5 
20.6 
-3.4 


Southland 
Standard  Oil  Calif 
Consolidated  Foods 
Zurn  Industries 


245 
246 
247 
24~8 


14.9 
14.9 
14.9 
14.9 


29.4 
-21.4 

24.2 
-16.4 


178 
544 
390 
823 


21.0 
12.4 
15.2 
7.2 


35.! 
-28.: 

17.! 
-10.! 


McGraw-Hill 
United  States  Shoe 
AMP 

G  D  Searle 


186 
187 
188 
189 


17.4 
17.4 
17.3 
17.3 


23.9 
22.0 
12.0 
42.0 


557 
568 
343 
875 


12.3 
12.1 
16.2 
5.9 


14.9 
23.9 
14.8 

-6.9 


Entex 

Computer  Sciences 
Avery  International 
Chubb 


249 
250 
251 
251 


14.8 
14.8 
14.8 
14.8 


25.4 
-23.8 
13.1 
0.2 


145 
205 
560 
725 


22.7 
19.9 
12.2 
9.3 


29( 
12.1 
15.1 
20.! 


"For  some  companies  (as  noted  in  individual  Yardsticks  tables)  the  growth  rate  is  for  less  than  five  years.  For  comparison,  the  five-year  average  annual  increase  in  prices  w; 
7.6%,  as  measured  by  the  Department  of  Commerce's  Implicit  Price  Deflator  for  Gross  National  Product,  which  measures  inflation  in  all  sectors  of  the  economy. 
tLatest  12-months.    P-D:  profit  to  deficit. 


266 


FORBES,  JANUARY  2,  1984 


io's  where  in  growth 


mpany 

Earnings  per  share 
5-year     83t  vs 
rank  average'  1980-82 

Sales 
5-year     83t  vs 
rank  average*  1980-82 

Company 

Earnings  per  share 
5-year    83t  vs 
rank  average*  1980-82 

Sales 
5-year     83t  vs 
rank  average*  1980-82 

ibil 

i  Strauss 

■vice  Merchandise 
ktronix 
rell  Brothers 

251       14.8%  -36.9% 

254  14.8  7.2 

255  14.7  33.6 

256  14.7  -40.0 

257  14.7  90.8 

339      16.3%  -9.5% 
379      15.5  -1.5 
69     28.9  31.4 
184     20.8  11.3 
733       9.0  -0.9 

Occidental  Petroleum 
Genuine  Parts 
Alcan  Aluminium 
Kimberly-Clark 
Std  Comml  Tobacco 

315       12.8%  P-D 

317  12.8  5.7% 

318  12.8  -94.5 

319  12.7  -12.3 

320  12.7  -15.6 

175      21.1%  30.2% 
417      14.7  22.6 
606      11.3  -1.0 
610      11.2  13.1 
144      22.7  -5.9 

iett,  Peabody 
lerican  Express 
ocal 

iversal  Leaf 

,  Three  Industries 

258  14.6  29.2 

259  14.6  22.5 

260  14.6  -9.9 

261  14.6  18.5 

262  14.5  -46.0 

830       7.0  3.7 
278      18.3  36.9 
540      12.4  -0.9 
799       7.6  -7.1 
226      19.3  -11.3 

Martin  Marietta 
Motorola 
Nabisco  Brands 
Fischbach 
W  W  Grainger 

321       12.7  13.8 
321       12.7  -1.6 
321       12.7  13.7 

324  12.7  22.2 

325  12.6  -4.0 

293      17.8  16.9 
374      15.5  19.0 
808       7.5  0.8 
572      12.0  24.0 
475      13.5  3.8 

shington  Post 
nnaford  Bros 
.her  Daniels  Midland 
■ker  Drilling 
meron  Iron  Works 

263  14.5  55.0 

264  14.4  26.6 

265  14.4  -32.4 

266  14.4  P-D 

267  14.3  P-D 

462      13.6  15.0 
615      11.1  17.3 
465      13.6  33.3 
96     25.8  -33.8 
325      16.6  -9.2 

E-Systems 

Times  Mirror 

Marsh  &  McLennan  Cos 

Borg-Warner 

Holiday  Inns 

326  12.6  102.4 

327  12.6  19.3 

328  12.6  5.5 

329  12.5  8.0 

330  12.5  10.9 

382      15.4  37.2 
390      15.2  15.7 
307      17.4  16.2 
738       8.9  17.9 
796       7.6  -3.1 

Giorgio 
>elhard 

t  Donnelley  &  Sons 
el 

eghany 

267       14.3  -26.4 

269  14.2  4.5 

270  14.2  36.1 
270       14.2  25.2 
272       14.2  -1.6 

873       5.9  9.5 
224      19.3  -9.5 
366      15.8  18.3 
65     29.1  21.4 
23     40.9  6.0 

General  Signal 
American  Home  Products 
Safeco 

Air  Prods  &  Chems 
American  Natl  Ins 

331  12.5  -27.1 

332  12.5  21.1 

333  12.4  15.9 

334  12.4  -12.5 
334       12.4  38.1 

320      16.8  -6.4 
652      10.6  15.3 
590      11.7  16.4 
513      12.8  7.5 
824       7.2  12.0 

lley  National 
i  Investors 
neral  Mills 
nson  &  Johnson 
-olator 

273  14.1  -10.8 

274  14.0  41.2 

275  14.0  33.2 
275       14.0  6.4 
277       14.0  30.5 

174      211  11.0 
99     25.6  42.2 
529      12.5  16.1 
413      14.8  10.3 
426      14.4  18.7 

Fluor 

Pennzoil 

Texaco 

RepublicBank 

Illinois  Tool  Works 

334       12.4  -48.8 
337       12.4  -35.1 
337       12.4  -32.0 

339  12.4  10.7 

340  12.3  10.0 

94      26.0  -0.1 
403      15.0  -9.5 
532      12.5  -20.5 

70     28.6  4.8 
648      10.6  8.8 

ight-Ridder  News 
p  &  Shop  Cos 
lerican  General 
ip-On  Tools 
'ger 

278       14.0  14.1 
278       14.0  66.9 
280       14.0  25.3 
280       14.0  -1.8 
282       13.9  -17.5 

580      11.9  16.9 
768       8.1  15.7 
519      12.8  49.4 
460      13.7  3.4 
500      13.0  27.7 

Pacific  Resources 
Sonoco  Products 
Wachovia 

First  Natl  State  Bcp 
Seaway  Food  Town 

341  12.3  -51.4 

342  12.3  -5.9 

343  12.2  46.9 

344  12.2  22.8 
344       12.2  -24.9 

98     25.7  35.4 
379      15.5  23.4 
235      19.1  12.2 
225      19.3  18.2 
538     12.4  14.2 

>t  Interstate  Bancp 
rthwest  Industries 
dmont  Aviation 
•shey  Foods 
folk  Southern 

283  13.8  -0.8 

284  13.8  -93.4 

285  13.8  -56.1 

286  13.7  12.0 

287  13.6  -34.1 

212      19.8  5.1 
715       9.4  -33.9 
107     25.1  40.0 
273      18.3  14.4 
764       8.3  -8.4 

Pitney  Bowes 
Harvey  Hubbell 
Quaker  Oats 
Mellon  National 
Sun  Company 

346  12.2  -1.5 

347  12.2  -8.2 
347       12.2  -36.5 

349  12.2  14.7 

350  12.2  -28.8 

221      19.4  13.3 
408      14.9  -5.4 
612      11.2  6.9 
170     21.4  15.0 
240      19.0  1.6 

nper 

io  Casualty 
adard  Oil  Indiana 
idstrand 
ion  Pacific 

288       13.5  -22.5 
288       13.5  -7.7 
290       13.5  -3.3 
290       13.5  -45.0 
292       13.5  -17.4 

179     20.9  12.2 
561      12.2  6.0 
326      16.6  -0.8 
698       9.7  -7.2 
166     21.6  39.2 

Upjohn 

Cooper  Industries 
General  Electric 
Gordon  Jewelry 
Johnson  Controls 

351  12.1  -6.0 

352  12.0  -77.5 
352       12.0  18.5 

354  12.0  -16.9 

355  11.9  29.4 

599      11.6  6.2 
64     29.1  -21.3 
684       9.9  2.3 
330     16.5  0.0 
101      25.4  18.7 

rcantile  Stores 
igor  Punta 
nsamerica 

SCO 

er  Broadcasting 

293  13.5  32.5 

294  13.5  P-D 
294       13.5  0.3 

296  13.5  11.2 

297  13.4  -2.0 

564      12.1  19.3 
586      11.7  -24.7 
737       8.9  8.5 
360      15.9  20.9 
541      12.4  15.3 

Magic  Chef 
Roadway  Services 
Nalco  Chemical 
Travelers 
Kidde 

356       11.9  259.8 
356       11.9  25.1 

358  11.9  -11.5 

359  11.8  -2.5 

360  11.8  -17.0 

193      20.2  22.6 
632      10.8  4.5 
643      10.7  0.9 
661      10.4  18.9 
496      13.1  -12.1 

on 

c  One 
tol-Myers 
'.sebrough-Pond's 
International 

298  13.4  -5.6 

299  13.4  19.6 

300  13.4  25.3 
300       13.4  -1.3 
302       13.3  -48.8 

467      13.6  -12.0 
89     26.3  56.0 
626      10.9  12.7 
432      14.3  8.6 
975       1.8  -5.3 

Levitz  Furniture 
Panhandle  Eastern 
Procter  &  Gamble 
Pacific  Lighting 
Whirlpool 

360       11.8  62.9 
360       11.8  -37.3 
360       11.8  26.1 

364  11.8  18.8 

365  11.7  37.8 

899       5.3  10.8 
103     25.3  8.9 
608      11.3  10.0 
136     23.1  25.3 
856       6.2  8.4 

:  f  United 

Corp 
urson  Electric 

CO 

kinger 

303  13.3  9.4 

304  13.3  22.4 

305  13.2  7.4 

306  13.1  P-D 

307  13.0  31.3 

122     24.0  30.3 
445      14.0  11.3 
382      15.4  4.3 
31     36.8  14.3 
590     11.7  23.2 

Chemical  New  York 
Fleming  Cos 
Jack  Eckerd 
Ashland  Oil 
Marsh  Supermarkets 

366  11.7  5.9 

367  11.7  24.7 

368  11.7  -5.1 

369  11.6  -53.3 
369       11.6  -31.3 

212      19.8  -5.1 
465      13.6  38.3 
245      18.9  29.6 
469      13.5  -9.9 
620      11.0  12.6 

Continental 
It  Natl  Supermkts 
ibury 

solidated  Papers 

308  13.0  33.5 

309  13.0  31.3 
309       13.0  17.0 
311       12.9  -5.0 

544      12.4  26.7 
179      20.9  1.6 
281      18.3  17.6 
596      11.7  4.1 

Southwest  Bancshares 
Texas  American  Bshs 
City  Federal  S  &  L 
Minn  Mining  &  Mfg 

371  11.6  -22.7 

372  11.5  -4.6 

373  11.5  444.3 
373       11.5  -1.3 

72     28.5  23.3 
86     27.1  12.7 
27     38.8  72.7 
600      11.6  6.9 

t  City  Bancorp 
vets  Industries 
;  le  Webber 
lg  Bank 

311       12.9  -34.6 

313  12.9  32.0 

314  12.9  488.3 

315  12.8  -3.5 

56      29.9  9.8 
387      15.3  36.8 

41     33.2  52.9 
189     20.4  -12.2 

Kellogg 

Maryland  National 
Corestates  Financial 
Carnation 

375  11.5  18.3 

376  11.4  1.0 

377  11.3  45.3 

378  11.3  13.8 

677      10.1  3.4 
288      18.0  7.5 
424      14.4  11.3 
780       7.9  1.6 

I"  some  companies  (as  noted  in  individual  Yardsticks  tables)  the  growth  rate  is  for  less  than  five  years.  For  comparison,  the  five  year  average  annual  increase  in  prices  was 
jf>,  as  measured  by  the  Department  of  Commerce's  Implicit  Price  Deflator  for  Gross  National  Product,  which  measures  inflation  in  all  sectors  of  the  economy 
!  est  12-months.    P-D:  profit  to  deficit. 
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Who's  where  in  growth 


Company 

Earnings  per  share 
5-year    83t  vs 
rank  average*  1980-82 

Sales 
5-year    83t  vs 
rank  average*  1980-82 

Company 

Earnings  per  share 
5-year    83t  vs 
rank  average*  1980-82 

Sales 
5-year     83t  v 
rank  average*  1980- 

ENSEKCH 
Avnet 

Phillips  Petroleum 
CPC  International 
Federal-Mogul 

378       11.3%  -43.1% 
380       11.3  -20.2 

inn                 11T                 T  "J  / 

380       11.3  -27.6 
382       11.2  -3.6 
382       11.2  5.2 

130     23.4%  9.5% 
510     12.9  1.1 

~tii        ini             i  o 
231       19.1  1.0 

803       7.5     '  -4.5 

652      10.6  -6.6 

Bank  of  New  York 
New  England  Electric 
Strawbridge  &  Clothier 
Clorox 

Varian  Associates 

442  9.8%  28.4% 

443  9.8  34.3 

A  A1                  nO               A  1  A 

443          9.0  43.4 

445  9.7  75.2 

446  9.7  143.2 

83     27.4%  -0.2" 
654      10.6  8.6 

/7C         ini             \  ~t  n 

675       11).  1  17.9 
990     -2.0  24.3 
471      13.5  16.9 

Longs  Drug  Stores 
J  P  Morgan 
Capital  Holding 
Eli  Lilly 
McCormick 

384  11.2  19.6 

385  11.2  18.7 

386  11.0  19.6 

387  11.0  18.4 

388  11.0  25.0 

384      15.3  17.9 
139     22.9  -5.4 

«t1           in  d               CO  /L 

272      18.4  bo.O 
449      13.9  8.5 
389      15.3  14.7 

Holly  Corp 
Bausch  &  Lomb 
t_nic  «.  North  Western 
Consolidated  Edison 
City  Investing 

447  9.7  -20.5 

448  9.6  17.1 

A  AO                n  £. 

448         9.6  —62.6 

450  9.6  30.7 

451  9.5  -1.7 

110     24.8  -2.4 
773       8.0  ^.3 
689        9.9  -8.0 
678      10.1  17.3 
384      15.3  3.3 

CBI  Industries 
Wometco  Enterprises 
R  J  Reynolds  Inds 
Saga 

Tyson  Foods 

389       10.9  -29.9 
389       10.9  14.7 

ini         inn  11 
391         1U.9  —6.6 

391       10.9  79.8 
393       10.8  198.2 

639      10.8  16.9 
350     16.0  19.3 

.153       10.  U  Z/.U 
427      14.4  23.4 
271      18.4  21.8 

Eastman  Kodak 
NL  Industries 
Frederick  &  Herrud 
Hercules 

Warner  Communications 

452        9.4  -27.2 
452        9.4  P-D 

AC  A                OA           1  1(1  r 

454  y.4  loV.5 

455  9.4  7.7 
455        9.4  P-D 

547      12.4  8.7 
886       5.7  -35.3 

C  C /            110  110 

336       12. 6  61.6 

734       9.0  0.1 
103      25.3  12.9 

Arkla 

PPG  Industries 
Dexter 

Vulcan  Materials 
Richardson-  Vicks 

394  10.8  -8.2 

395  10.8  3.6 
3V6        1U.8  /.o 

397  10.8  -34.5 

398  10.7  -32.4 

141      22.8  13.6 
771       8.1  8.8 

111          171  17 

312       12  L.I 

698       9.7  0.7 
526     12.6  10.4 

Tidewater 

Torchmark 

North  Amer  Philips 

Milton  Bradley 

Dayton-Hudson 

457  9.4  -45.5 

458  9.3  25.4 

A  CO               Ct  1  11 

45V          y.6  1.2 

460  9.3  -83.6 

461  9.3  26.0 

228      19.2  -12.2 
266      18.5  91.0 

r 1/          11C  IOC 

536       12.5  19.5 

460      13.7  -9.1 
231      19.1  33.4 

Consol  Freightways 
Halliburton 
National  Can 
Brooklyn  Union  Gas 
St  Paul  Cos 

399  10.7  -17.9 

400  10.6  -40.8 

401  1U.0      -Ay. 1 

402  10.5  10.6 

403  10.5  1.3 

779       8.0  -2.5 
584      11.8  -24.3 

7A1            ct  7                1  A 

704         y.l            6  A 

281      18.3  26.7 
632      10.8  14.2 

Santa  Fe  Industries 
General  Foods 
Aetna  Life  &  Casualty 
Consol  Natural  Gas 
Stanley  Works 

462  9.2  -19.9 

463  9.1  14.8 

A£.A                ni              1 A  O 

464  y.l  —2.4.0 

464        9.1  25.3 
466        9.1  -10.1 

504      13.0  -3.0 
681      10.0  9.5 

a  on       111  co 
4y0       13.  L  0.8 

290     17.9  17.3 
667      10.3  -1.6 

NCR 

Curtice-Burns 
Winn-Dixie  Stores 
McDonnell  Douglas 
Intl  Flavors  &  Frag 

404  10.4  13.2 

405  10.4  43.2 

inr         \  c\  a  inn 
405        1U.4  19.U 

407  10.4  41.5 

408  10.4  3.0 

783       7.9  6.6 
279     18.3  23.5 

C/ O           111  ICO 

568       12.1  15.8 
436      14.2  15.1 
702       9.7  2.1 

West  Point-Pepperell 
Provident  Life  &  Acc 
Southern  Union 
Research-Cottrell 
United  Technologies 

466        9.1  16.3 

468  9.1  10.8 

a  /  it           ni          iz  n 

469  9.1       -26. U 

470  8.9  -52.2 

471  8.9  5.0 

658      10.5  1.2 
922       4.6  6.1 

*j7        ion  ic 
247       10.9  3.5 

534      12.5  -4.0 
175     21.1  8.6 

Mercantile  Bancorp 
George  A  Hormel 
Scovill 
Ex-Cell-O 

Crown  Central  Petroleum 

408       10.4  -3.9 

410  10.4  -16.9 

<t  i  i          1  n  i          c  7  o 

411  1U.O  57.9 

412  10.3  -1.2 

413  10.3  -95.4 

237      19.0  -2.8 
896       5.4  1.2 

QOO             C  A                1 O  O 

OVO         5.4  —12.0 
346      16.2  -10.7 
155     22.2  10.3 

Commercial  Metals 
Gerber  Products 
Data  General 
Palm  Beach 
Petrolane 

472  8.8  -36.6 

473  8.8  18.5 

A"7 A                O  O  ACQ 

4/4          0.0  — 40.0 

475        8.7  0.7 
475        8.7  P-D 

420      14.6  -30.0 
646      10.6  8.1 

iiT       in  l  ill 
67       Zy.l  13.2 

169     21.5  1.3 
329      16.5  -44.1 

American  Standard 
Pfizer 

A  H  Kobms 

North  American  Coal 

Am  Natural  Resources 

414       10.2  -49.0 
414       10.2  45.2 

At  A             1  n  1              ACt  A 

414        1U.Z  4y.4 

417  10.2  154.6 

418  10.2  20.6 

868       6.0  -11.5 
610     11.2  12.1 

A/.n       in  a          on  c 
660       1U.4  2.U.0 

559      12.2  -7.1 
200     20.1  14.9 

DeSoto 

Witco  Chemical 
idle  wild  roods 
Univar 
PepsiCo 

477        8.7  60.5 
477        8.7  18.7 

A  70              Q  7            A  1  Ct 

4/y       o.i  — 4o.y 
479        8.7  -44.3 
481        8.7  -8.0 

952       3.2  -0.7 
409      14.9  5.6 

/o3       inn           ?  c 
603       1U.U  7.3 

760       8.4  -0.3 
309      17.3  11.6 

Ametek 

CSX 

Trane 

U  S  Bancorp 
Alco  Standard 

419  10.2  21.6 

420  10.1  -59.1 

jAfi        ini          in  i 
42.U        1U.  1       —  ly.6 

420       10.1  -15.8 
423       10.1  -4.3 

697       9.8  0.1 
710       9.6  -0.4 

C1Z           IT  C               11  C 

3.56       IL.d  ol.o 
285      18.1  2.9 
336     16.4  9.9 

Walt  Disney 
American  District 
Lincoln  National 
Northwest  Energy 
Rainier  Bancorp 

482  8.6  -25.6 

483  8.6  15.8 

485  8.6  -40.9 

486  8.6  5.6 

588      11.7  33.0 
484      13.4  13.8 

198      20.1  44.4 
192     20.3  1.7 

Fremont  General 
United  States  Gypsum 
First  Security 
Merck 
Heck's 

424  10.1  P-D 

425  10.1  -6.4 

426  10.0  14.4 

427  10.0  9.4 

428  10.0  -46.6 

59     29.6  42.2 
828       7.0  6.1 
294      17.8  10.5 
582      11.8  9.4 
319      16.8  -2.4 

Gillette 

Alexander  &  Baldwin 
Combined  Internatl 
Wisconsin  Elec  Power 
Manufacturers  Hanover 

487  8.5  10.6 

488  8.5  6.6 

AOO                  O   C                   1  C 

488         8.5  1.6 

490  8.5  28.4 

491  8.4  12.4 

765       8.3  -^t.5 
938       3.8  7.9 

1ft7           1  C    1  111 

397       15.1  66.1 
442      14.1  18.6 
115     24.4  -2.1 

IBM 

KA  .1 1 ..... .  fi,  »I.,J_ 

malone  &.  Hyde 
USF&G 
Wells  Fargo 
Citicorp 

428       10.0  33.1 

.Tu         inn         a  c  a 
428        1U.U  45.4 

428        10.0  -5.8 

432  10.0  6.2 

433  9.9  40.7 

513      12.8  28.4 

in7       i  c  i           on  n 
397       15.1  Z9.U 

667       10.3  1.6 

183     20.8  -1.8 
140     22.9  0.2 

Carpenter  Technology 
Borden 

Wisconsin  Pwr  &  Lt 
E  I  du  Pont 
Lucky  Stores 

492  8.4  -52.9 

ini                O  1              1  £.  A 

493  0.3  16.4 
493        8.3  22.6 

495  8.3  -14.1 

496  8.3  21.5 

669      10.2  -23.41 

nil            AC                A  A 

923         4.6  —4.41 
445      14.0  17.7 
151      22.5  48.9 
409      14.9  14.7 

In  1  nrmi  K  li  i'  flfmin 

liiicrpumn  vxruup 
Denny's 
Kaneb  Services 
Roper  Corp 

A\A            O  O          1 A  1 
4j4          y.y  14.1 

435  9.9  42.8 

436  9.9  -21.0 
436        9.9  160.7 

X^A                          ic.  A 

280     18.3  31.6 
84     27.3  1.9 
937       3.9  18.1 

InterNorth 
Square  D 
Centel 

AQl            ft  9           1 A  A 

498  8.1  8.0 

499  8.1  -34.2 

500  8.1  7.7 

cio       19  7  _9 

Ji-t.          IZ../              — Z..O 

197     20.2  26.9 
508      12.9  1.4 
305      17.4  21.4 

Coca-Cola 
First  Bank  System 
Texas  Eastern 
Greyhound 

438  9.9  8.6 

439  9.8  19.8 
439        9.8  -32.5 
441         9.8  -14.7 

515      12.8  12.4 
165     21.6  11.0 
128     23.6  14.5 
963       2.5  -37.7 

National  Fuel  Gas 
American  Petrofina 
Federated  Dept  Stores 
Diversified  Energies 

500        8.1  -9.7 

502  8.1  -40.1 

503  8.1  19.9 

504  8.0  17.4 

375      15.5  19.3 
406      14.9  -7.9 
671      10.2  19.8 
210      19.8  33.C 

'For  some  companies  (as  noted  in  individual  Yardsticks  tables)  the  growth  rate  is  for  less  than  five  years.  For  comparison,  the  five-year  average  annual  increase  in  prices  wai 
7  6%,  as  measured  by  the  Department  of  Commerce's  Implicit  Price  Deflator  for  Gross  National  Product,  which  measures  inflation  in  all  sectors  of  the  economy. 
tLatest  12-months.    P-D:  profit  to  deficit 
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o's  where  in  growth 


ipany 

Earnings  per  share 
5-year     83t  vs 
rank  average*  1980-82 

Sales 
5-year     83t  vs 
rank  average"  1980-82 

Company 

Earnings  per  share 
5-year     83t  vs 
rank  average"  1980-82 

Sales 
5-year     83t  vs 
rank  average*  1980-82 

is  Utilities 
e  Power 

r  t/>n-Pi  lot 

Dept  Stores 
ing  Drug 

505  8.0%  7.3% 

506  7.9  16.3 

507  7.8  -0.8 
507         7.8  33.1 
507        7.8  2.8 

261      18.5%  23.7% 
575      11.9  21.7 
730       9.2  4.5 
691       9.8  18.1 
698       9.7  6.0 

Allied  Stores 

Natl  Semiconductor 

KN  Energy 

Super  Food  Services 

NBD  Bancorp 

568        6.4%  33.7% 
568        6.4  P-D 

570  6.3  29.0 

571  6.3  114.0 

572  6.3  9.8 

741       8.9%  28.4% 

97      25.8  21.4 
298       17  7          13  3 
370      15.6  17.1 
311     17.2  -7.6 

&  Kraft 
;de  Gas 
Wultifoods 
pbell  Soup 
Oil 

510  7.8  19.8 

511  7.8  5.4 

512  7.7  2.5 

513  7.7  23.6 

514  7.7  -13.9 

783       7.9  -1.7 
350      16.0  34.6 
904       5.2  -2.5 
648     10.6  21.8 
717       9.4  -2.1 

Insilco 

Potomac  Elec  Power 
Central  Steel  &  Wire 
Crown  Cork  &  Seal 
Xerox 

573        6.3  15.8 
573        6.3  21.0 
575        6.2  0.9 
575        6.2  -24.2 
577        6.2  -31.8 

625      10.9  -0.9 
612      11.2  17.8 
924       4.5  -16.6 
803       7.5  -5.5 
563      12.1  -0.4 

i 

onsin  Public  Svc 
[FE 

izol 

514         7.7  -19.7 

516  7.6  31.4 

517  7.6  -0.6 

518  7.6  22.3 

519  7.6  -30.6 

624      10.9  3.6 
434      14.2  21.8 
637      10.8  8.5 
635      10.8  15.9 
578      11.9  -10.1 

Emhart 

Leaseway  Transportation 

Maytag 

Signal  Cos 

)oy  Manufacturing 

578        6.2  6.3 
578        6.2  -13.0 
580        6.2  47.4 
580        6.2  -68.0 
582        6.2  -96.2 

430      14.3  -6.4 
629      10.9  20.6 
717       9.4  44.1 
442      14.1  18.8 
743       8.7  -39.4 

ew  England  Tel 
tates  Power 
-Illinois  G  &  E 
>  talev  Mfg 
>n  Edison 

519         7.6  20.6 

521  7.5  37.8 

522  7.5  30.8 
522        7.5  -91.6 
524        7.5  3.4 

555      12.3  20.4 
588      11.7  23.8 
422      14.5  17.3 
504      13.0  -4.0 
590      11.7  4.0 

Washington  Gas  Light 
Montana  Power 
McKesson 

Fleetwood  Enterprises 
National  Gypsum 

583  6.1  22.6 

584  6.1  6.7 

585  6.1  -8.2 

586  6.1  3,912.9 
586        6.1  -0.4 

359      15.9  33.5 
323      16.7  3.3 
774       8.0  -0.1 
768       8.1  107.9 
781        7.9  10.7 

ns 

dated  Dry  Goods 

lison  Mfg 

eK 

mseh  Products 

524        7.5  -89.6 

526  7.5  30.6 

527  7.4  3.4 

528  7.4  186.0 

529  7.3  5.6 

515      12.8  -6.0 
527      12.6  34.0 
597      11.6  9.4 
274      18.3  23.5 
887       5.7  2.2 

Dorsey 

United  Telecom 
Washington  National 
Crocker  National 
Stanadyne 

588         6.0  92.9 
588        6.0  -6.4 

590  6.0  -23.7 

591  6.0  -35.2 
591        6.0  -5.7 

378      15.5  -8.1 
437      14.2  16.9 
816       7.4  -3.0 
172      21.3  3.4 
760       8.4  -12.5 

main  Fuel  Supply 
inental  Group 
ral  Illinois  Lt 

530  7.3  54.7 

531  7.2  -16.1 

532  7.1  23.3 

533  7.1  9.4 
533        7.1  P-D 

253      18.7  37.3 
811        7.4  -1.7 
451      13.8  20.3 
783       7.9  0.3 
574      11.9  -33.9 

Edison  Bros  Stores 

Westvaco 

J  C  Penney 

MGM  Grand  Hotels 

Southern  Calif  Edison 

593  6.0  12.1 

594  5.9  -29.7 

595  5.9  17.2 

596  5.9  -36.0 

597  5.8  34.7 

686       9.9  8.4 
751       8.6  1.6 
871       5.9  1.2 
609      11.2  19.5 
392      15.1  8.6 

0  Energy 
on 

re  Corp 

napolis  Pwr  &  Lt 
First 

535  7.0  10.5 

536  7.0  -61.9 

537  7.0  -8.1 

538  6.9  26.1 
538        6.9  P-D 

442      14.1  12.1 
593      11.7  -11.7 
705       9.6  -2.7 
603      11.3  18.1 
74     28.1  9.2 

Florida  Power  &  Lt 
Louisiana  Land 
Best  Products 
Union  Camp 
Allegheny  Power 

598  5.8  22.9 

599  5.8  -25.1 

600  5.7  10.8 
600        5.7  -20.3 
602        5.7  15.9 

349      16.0  15.1 
124      23.8  2.5 
111      24.7  53.5 
713       9.5  9.5 
381      15.5  16.4 

rson,  Clayton 

r-Hannifin 
ly  &  Harman 
Paper 

540  6.9  -48.7 

541  6.8  -54.9 

542  6.8  -44.3 

543  6.8  -57.3 
543        6.8  -29.9 

915       4.9  -21.6 
495      13.2  -15.5 
331      16.5  -3.0 
705       9.6  -11.9 
709       9.6  5.1 

N  Y  State  Elec  &  Gas 
Collins  &  Aikman 
Ralston  Purina 
Corning  Glass  Works 
Kansas  Power  &  Light 

602        5.7  3.6 
604        5.7  85.2 
604        5.7  104.2 

606  5.7  -7.8 

607  5.7  22.4 

486      13.3  19.3 
794       7.6  20.0 
832       7.0  -2.0 
813       7.4  -0.1 
447      13.9  28.6 

X 

■  Inc 

/est 
CAR 

t  Container 

545         6.7  -59.6 
545        6.7  1.9 

547  6.7  -6.7 

548  6.7  -54.6 

549  6.7  -88.3 

834       6.9  -20.0 
137     23.0  19.7 
154     22.4  24.7 
834       6.9  -20.0 
637      10.8  23.1 

Tenneco 

Pacific  Gas  &  Elec 

Oneok 

Revlon 

Schering-Plough 

608  5.6  -12.6 

609  5.6  11.6 

610  5.5  -42.6 

611  5.4  -42.2 

612  5.4  -3.4 

345      16.2  6.5 
322      16.8  11.7 
240      19.0  3.6 
300      17.5  3.5 
428      14.4  0.1 

ral  &  South  West 
&  Fetzer 
orthern  Nekoosa 
ge  &  Rockland 
inental  Telecom 

550        6.6  14.5 
550        6.6  21.7 
552        6.6  -23.2 
552        6.6  10.8 
554        6.6  5.2 

338      16.4  25.3 
511      12.8  -3.3 
601      11.4  4.3 
535      12.5  20.7 
304      17.5  30.9 

King  Kullen  Grocery 
Baltimore  Gas  &  Elec 
Kansas  City  Pwr  &  Lt 
BankAmerica 
Briggs  &  Stratton 

613  5.4  59.5 

614  5.4  21.7 

615  5.3  29.7 

616  5.3  -33.5 

617  5.3  -40.0 

567      12.1  8.8 
515      12.8  16.1 
449      13.9  16.2 
220      19.5  -4.4 
615      11.1  -13.1 

ax 

>  Learjet 
ersal  Foods 
mon wealth  Energy 
mrt  Brace  Jovan 

555  6.6  21.7 

556  6.5  -98.7 
556        6.5  43.3 

558  6.5  57.4 

559  6.4  42.8 

714       9.5  16.3 
306      17.4  -30.6 
269      18.4  20.2 
607      11.3  11.5 
532     12.5  16.4 

Niagara  Mohawk  Power 
Robertshaw  Controls 
Equitable  of  Iowa 
AmeriTrust 
Society 

617        5.3  20.3 
617        5.3  67.6 

620  5.3  29.3 

621  5.2  0.3 

622  5.1  23.1 

438      14.1  22.6 
818       7.3  3.3 
255      18.6  -0.2 
493      13.2  -6.6 
167      21.6  2.0 

in,  Dickinson 
tnbia  Gas  System 
ester  Gas  &  Elec 

560        6.4  -50.6 
560        6.4  -15.3 
560        6.4  21.5 
563        6.4  P-D 

455      13.8  7.6 
277      18.3  11.8 
429      14.3  23.4 
708       9.6  -1.5 

American  Tel  &  Tel 
GTE 

Nash  Finch 
Earle  M  lorgensen 

623         5.1  -14.7 
623        5.1  23.4 

625  5.0  7.7 

626  5.0  -72.0 

586      11.7  18.0 
691       9.8  13.8 
641      10.7  7.3 
879       5.8  -36.2 

Grace 

c  Service  Indiana 
al  Tri-State 
:  Stores 

564        6.4  -52.5 
564        6.4  13.0 
566        6.4  116.2 
566        6.4  -7.9 

698       9.7  -3.1 
496      13.1  17.5 
508      12.9  -5.6 
721       9.4  8.6 

MidCon 

Bemis 

Tyler 

Centerre  Bancorp 

626        5.0  2.6 
628        5.0  -24.5 
628        5.0  -23.7 
630        4.9  -31.4 

119      24.2  15.4 
969       2.0  -0.2 
321      16.8  23.2 
173      21.2  -8.3 

some  companies  ( as  noted  in  individual  Yardsticks  tables )  the  gr<  >wth  rate  is  for  less  than  five  years.  For  comparison,  the  five-year  average  annual  increase  in  prices  was 
.  as  measured  by  the  Department  of  Commerce's  Implicit  Price  Deflator  for  Gross  National  Product,  which  measures  inflation  in  all  sectors  of  the  economy 
st  12-months    P-D:  profit  to  deficit. 
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Who's  where  in  growth 

Company 

Earnings  per  share 
5-year    83t  vs 
rank  average*  1980-82 

Sales 
5-year    83t  vs 
rank  average'  1980-82 

Company 

Earnings  per  share 
5-year     83t  vs 
rank  average*  1980-82 

Sales 
5-year     83t  y 
rank  average*  1980- 

Lowe's  Companies 
International  Paper 
(j  C  Murphy 
McGraw-Edison 
Pay'n  Save 

631  4.9%  85.1% 

632  4.9  -39.6 

dill              A  O            A.Q  2 

634        4.8  -36.5 
634        4.8  29.0 

595      11.7%  33.2% 
893       5.5  -9.4 

ftftl         ^  7             1  2 

OOJ                 J.I  l.O 

365      15.8   '  -9.3 
341      16.2  16.3 

Blue  Bell 

Carolina  Pwr  &  Lt 

Central  III  Pnh  dvr 
V^clllldl  111  lUU  jVt 

Pub  Svc  Elec  &  Gas 
Amsted  Industries 

694        3.0%  -6.9% 
694        3.0  7.1 
fiQfi          3  D         3D  5 
696         3.0  14.7 
698        3.0  P-D 

547      12.4%  -10.5 
487      13.3  21.1 

ARQ        13  3           33  C 

525      12.6  14.C 
840       6.5  -38.C 

United  Illuminating 
Gulf  States  Utils 

7.1- 

Southwestern  Pub  Svc 
Federal  Paper  Board 

636  4.7  26.9 

637  4.7  15.4 

Ojfl              *+.0  — W.J 

639  4.6  29.9 

640  4.6  -70.8 

417      14.7  4.3 
261      18.5  21.0 
Ron      5  fi        5  9 

O7U            J.O  J.Z. 

299     17.6  37.5 
862       6.1  8.4 

Morse  Shoe 

Arizona  Public  Service 

MAPCO 
Florida  Progress 

698        3.0  102.0 
700        2.9  10.2 

70fl          9  9      —97  9 

/uu          &.y      — _  ■  ■  — 

702  2.8  -46.5 

703  2.8  24.8 

541      12.4  13.4 
337      16.4  18.7 

RflQ         7  4           fi  f 

ovy         t  .t  QJj 

40     33.2  4.j 
425      14.4  14.4 

Royal  Crown  Cos 

Foxboro 

wm  wngiey  |r 

Geo  International 

Allied  Corp 

640        4.6  18.3 
642        4.5  -72.6 

a  AY)             AC.  1^7 

644  4.5  P-D 

645  4.4  -33.6 

754       8.6  8.0 
646      10.6  -9.4 
Tin        Q  9  — D  5 

7  JU            y .Zj             — KJ.D 

153     22.4  -25.7 
249      18.8  53.3 

Northeast  Utilities 
Coastal  Corp 
UGI 

Detroit  Edison 

San  Diego  Gas  &  Elec 

704  2.8  53.4 

705  2.7  97.6 
7fl5          9  7       _9f)  7 

707  2.7  16.3 

708  2.6  35.4 

411      14.9  16.C 
100     25.4  4.i 

1 35       9  3  4  13' 

1J4         —  y  ^  io.l 

707       9.6        12  4 
177      21.0  27.5 

Ethyl 

Pacific  Pwr  &  Lt 
Hammermill  Paper 
Carson  Pirie  Scott 
Frontier  Holdings 

645        4.4  6.4 
647        4.3  21.9 

AAR            A  3  ;7Q 

649        4.2  28.2 
649        4.2  P-D 

807       7.5  -1.6 
127     23.8  26.3 

AQA        15  9  lis 

•♦71            lO.Z,  1J.O 

480      13.4  19.2 
229     19.2  3.3 

Colgate-Palmolive 
Emery  Air  Freight 

rcucrdi  v_u 

Hawaiian  Electric 
Consumers  Power 

709  2.5  2.5 

710  2.4  6.5 

71 1  9  3         53  fi 

712  2.3  -9.0 

713  2.2  -3.2 

800       7.5  -^.8 
455      13.8  Hi 
473       13  5            5  1 
218      19.5  |1 
643      10.7  5| 

Interco 

MGM/UA  Entertainment 
Union  Electric 
Dresser  Industries 
Alexander  &  Alexander 

651  4.1  -14.3 

652  4.0  35.3 

OJJ          t.u  ou.o 

654  4.0  -99.1 

655  4.0  P-D 

694       9.8  2.7 
68     28.9  68.7 

fi9R       ID  9          19  0 

uio       i\j.y  iy.y 

572      12.0  -17.7 
168     21.5  15.1 

Atlantic  City  Elec 
Hyster 

v.Ulic  iflllls 

Wetterau 
Sperry 

714  2.2  32.6 

715  2.2  -99.4 
71  fi          9  1       —48  5 

717  2.0  38.5 

718  2.0  -38.4 

458      13.7  17.C 
912       5.0  -29.( 
933        4  0  IU 
347      16.1  M 
757       8.4  -U. 

Continental  Illinois 
Dayton  Power  &  Light 
K  mart 

Eastern  Gas  &  Fuel 
CIGNA 

655        4.0  -38.3 
657        3.9  12.1 
oj/          o.y  ui.i 

659  3.9  -33.7 

660  3.9  -22.3 

120     24.2  -19.5 
481      13.4  19.6 
e  nd     1 3  n       13  3 

jut       1J.U  10.0 

598      11.6  4.8 
736       8.9  14.5 

Cleveland  Elec  Ilium 
Commonwealth  Edison 

Allponpnv  intl 

American  Cyanamid 
Sears,  Roebuck 

719  1.9  21.3 

720  1.9  35.0 

721  1.8  P-D 

722  1.8  -8.9 
722        1.8  66.5 

593      11.7  20.3 
452      13.8  20.( 
440       14  1          95  < 

717       9.4  -lj 
833       6.9  23.( 

Delmarva  Power  &  Lt 
Smith  International 

Comerica 

California  First  Bnk 

661        3.8  31.8 
661        3.8  P-D 

fifi3          3  fi         fifi  fi 

664  3.8  12.7 

665  3.7  -15.9 

507      12.9  9.5 
162     22.0  -26.9 

R45         fi  3   11  0 

212      19.8  13.8 
131     23.4  2.1 

So  Carolina  E  &  G 
Long  Island  Lighting 

Frnnnmirc  I  ahnratnrv 

Middle  South  Utils 
Owens-Illinois 

722         1.8  5.3 

725  1.8  8.0 

726  1.7  P-D 

727  1.7  4.0 

728  1.6  -66.4 

394      15.1  27.5 
419      14.7  13.4 
502       13  0           9  ( 
335      16.4  9 
803       7.5  -IS. 

Safeway  Stores 
Western  Union 

L\  ctllUUdl  v.ny 

Houston  Industries 
Quaker  State  Oil 

666  3.7  25.6 

667  3.7  15.4 

ito            0  J          1  fi  t: 
OOO  O.f 

669  3.6  36.3 

670  3.6  12.3 

726       9.3  11.4 
777       8.0  12.8 

lAfl       99  1  09 

75     28.0  26.0 
317     16.9  0.2 

Riegel  Textile 

NICOR 

Hoover 

Armstrong  World  Inds 
Godfrey 

728         1.6  -44.1 

730  1.6  -78.1 

731  1  4       394  9 

.)  1                         1  Jit./ 

732  1.4  39.9 

733  1.4  -34.9 

816       7.4  -l.t 
315      17.0  81 
926       4.4  —10.5 
877       5.8  51 
618      11.1  8.1 

H  J  Wilson 
Northern  Trust 
Fieldcrest  Mills 
Dr  Pepper 
Squibb 

670        3.6  -42.0 
672        3.6  -35.1 

fi73            5  5          13  1 

674  3.5  -65.0 

675  3.4  21.7 

149      22.6  23.5 

249      18.8  -9.5 

R90         7  3            3  'fi 
o/.u         /  .0  0.0 

302      17.5  35.3 
894       5.4  7.9 

Oklahoma  Gas  &  Elec 
Ferro 

i  L1111  runti  ok  Ljigiii 

American  Family 
Bell  &  Howell 

733         1.4  24.3 
735        1.3  -17.5 

73fi           19  19 
/  ju           i  ~            i  .y 

737  1.2  40.1 

738  1.2  208.4 

334      16.5  16.8 
661      10.4  -10.5 

fifi3       10  4            ft  * 

105     25.3  30.; 
864       6.0  l.j 

Utah  Power  &  Light 

Northrop 

Ogden 

Avon  Products 
Beatrice  Foods 

675        3.4  8.1 
677        3.4  49.2 

£77             2  A           21  fix 

679  3.4  -29.5 

680  3.3  39.9 

196      20.2  21.0 
657     10.5  50.2 

007          5  9           9H  0 

564     12.1  9.6 
694       9.8  3.1 

CBS 

Central  Soya 
inn  jTiinciais  tN.  Lncm 
Atlanta  Gas  Light 
Moore  McCormack  Res 

739        1.0  -11.2 
739        1.0  1.4 

7A1             1  O       —A\  1 

742        0.9  24.7 
742        0.9  -83.2 

630      10.9  6.' 
916       4.9  -17.1 

R43         fi  4       — 1  7  f 

158     22.1  33.5 
547      12.4  -34.2 

Echlin 

rnua  electric 
Harsco 
Perm  Traffic 
Intl  Tel  &  Tel 

680        3.3  76.5 

Afi9            2  2          1  1  A 

683        3.3  -42.2 
683        3.3  32.9 
685        3.3  -17.5 

407      14.9  40.2 

ci 1         IOC               Q  1 
311        IZ.o  o.Z 

686       9.9  -21.1 
459      13.7  11.6 
870       5.9  -15.0 

Manufacturers  National 
Ohio  Edison 
Household  Intl 
Adolph  Coors 
Union  Carbide 

744        0.9  76.9 

7AA           HQ          19  7 

746  0.9  38.2 

747  0.9  61.7 

748  0.9  -61.1 

283      18.2  -4.6 
4Q0       13  1  18? 
440      14.1  11.1 
673      10.2  16./ 
775       8.0  -8.i 

\^lU4-IIlUall  Vx  OC  Ei 

Illinois  Power 
IC  Industries 
Portland  Genl  Elec 

i                       2  2             11  O 

687  3.2  21.7 

688  3.1  -41.0 

689  3.1  -6.3 

Alt,       13  5  919 

388      15.3  28.1 
328      16.5  -8.5 
265     18.5  2.1 

Vantiirui;  ITtilitioc 
l\CIHUCAy  U1111UC9 

Harris  Bankcorp 
Public  Service  Colo 
Louisville  Gas  &  Elec 

7d9          f)  fi  314 

7  ^y           u.o         o  l 

750  0.7  4.8 

751  0.7  -4.5 

752  0.6  6.1 

553       19  3  15j 

251      18.7  -9.1 
205      19.9  22.! 
354      16.0  24.f 

Amstar 
ARA  Services 
Peoples  Energy 
Southern  Company 

690  3.1  -39.5 

691  3.1  6.0 
691        3.1  -15.4 
693        3.1  12.4 

936       3.9  -21.4 
488     13.3  7.5 
369     15.6  8.8 
462      13.6  22.0 

Golden  West  Finl 
Hoover  Universal 
First  Chicago 
Continental  Corp 

753        0.6  D-P 
753        0.6  52.1 

755  0.5  47.3 

756  0.4  -77.3 

48     31.7  45.2 
796       7.6  30.( 
259      18.6  -7j 
809       7.4  81 

*For  some  companies  (as  noted  in  individual  Yardsticks  tables)  the  growth  rate  is  for  less  than  five  years.  For  comparison,  the  five-year  average  annual  increase  in  prices  wa 
7.6%,  as  measured  by  the  Department  of  Commerce's  Implicit  Price  Deflator  for  Gross  National  Product,  which  measures  inflation  in  all  sectors  of  the  economy. 
tLatest  12-months.    P-D:  profit  to  deficit.    D-P:  deficit  to  profit. 
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bo's  where  in  growth 


impany 

Earnings  per  share 
5-year     83t  vs 
rank  average*  1980-82 

Sales 
5-year     83t  vs 
rank  average*  1980-82 

Company 

Earnings  per  share 
5-year    83t  vs 
rank  average*  1980-82 

Sales 
5-year     83t  vs 
rank  average*  1980-82 

>minion  Resources 
ne  Star  Industries 
iflington  Inds 
itboard  Marine 
ise  Cascade 

757  0.3%  7.2% 

758  0.3  P-D 

tco          n  9           5  1 

759  0.2  79.7 
761        0.2  -46.8 

455      13.8%  15.5% 
967       2.2  1.4 
oni       5  i       _n  a 

892       5.6  4.6 
724       9.4  8.6 

Interlake 
Acme-Cleveland 
Butler  Manufacturing 
Delta  Air  Lines 
Stewart-Warner 

820  -4.8%  -43.6% 

821  -4.9  P-D 

Q'7'i   a  q         n  n 

tsll  — t+.y          r  U 

823  -4.9  P-D 

824  -5.0  -72.0 

901       5.3%  -17.0% 
759       8.4  -54.3 

376      15.5  10.2 
966       2.3  -18.6 

ichigan  National 
ICOR 

1111/1  Air 
IU1U 

iKALB  AgResearch 
ZF  Industries 

761        0.2  4.0 
763        0.0  -8.7 
7A4       —0  1       —30  3 

765  -0.1  -58.6 

766  -0.2  -97.7 

309      17.3  5.7 
267     18.5  39.6 

A49       10  7            A  1 

U**ii          L\J./  D.O 

621      11.0  -4.0 
879       5.8  -37.4 

Timken 

Louisiana-Pacific 

I.  1 1 n i ii ti .1  Intl 

tidyuiuiiu  inn 
Grumman 
Anchor  Hocking 

825  -5.1  P-D 

826  -5.2  -16.3 

897            5  4          94  fl 

OA/                — it.U 

828  -5.7  164.8 

829  -5.8  P-D 

868       6.0  -30.7 
635      10.8  0.0 
ftO           2.  3/;i 

O"        Z.O.O  OO.Z 

873       5.9  12.7 
777       8.0  -18.1 

ledo  Edison 

get  Sound  Pwr  &  Lt 

ffnrrl.Hill 
nuru  mil 

lanese 

CO 

767  -0.2  19.5 

768  -0.2  -21.8 

7AQ        -fl  1       -84  1 

770  -0.6  -58.5 

771  -0.6  -26.7 

490      13.2  14.4 
357     15.9  20.4 

580       1  1  0       —94  4 

753       8.6  -7.9 
679      10.1  17.1 

Diamond  Shamrock 
Georgia-Pacific 
1 1 in  Walter 
Barnes  Group 
Champion  Intl 

830  -6.1  -38.3 

831  -6.3  -72.3 

ft"*7         —A  A.        1  1  Q 

833  -6.4  P-D 

834  -6.5  -40.9 

254      18.7  11.5 
602      11.4  17.4 

TOT             TO                  0  Q 

632      10.8  -4.3 
866       6.0  7.4 

luffer  Chemical 

apco-Pittsburgh 

an  Homes 

in 

na 

772  -0.6  P-D 

773  -0.6  P-D 

774  — f)  8       1 05  8 

/  / 1  — U.O  1UJ.O 

775  -0.9  -6.2 

776  -1.0  -25.2 

794       7.6  -20.2 
142     22.8  -40.9 
Am5       iii         49  8 

859       6.1  -1.5 
615      11.1  2.8 

Deere 
AMF 

I  TlVir^'fn/liicrrioc 
Uivlv~  IIIUUSIIICS 

Kaufman  &  Broad 
No  Indiana  Pub  Svc 

835  -6.7  P-D 

836  -6.8  P-D 

{117           _A  ft            71  Q 

838       -6.8  D-P 
838      -6.8  28.3 

758       8.4  -22.5 
973        1.9  -27.3 

789          7  0              A  A 
/Oi           f  .7  —O.O 

849       6.3  7.3 
291      17.9  20.2 

iquesne  Light 
nerican  Elec  Power 

I'ir/iilp  ^Aillc 
UilUdlc  1V1I113 

lite  Consolidated 
msanto 

777  -1.1  7.6 

778  -1.2  -6.2 

770        _1  9       1  Of)  9 

//7         — Y.jL  xyxj.z. 

780  -1.3  -11.6 

781  -1.3  -0.2 

665      10.3  3.5 
372     15.6  2.9 
911       5.1         5  7 
715       9.4  -0.8 
738       8.9  -7.6 

Champion  Spark  Plug 
Kellwood 

r'liliirii'l]  Pniin  dmm 

v  Mllillldl  rcllll  uruup 

Rexnord 

Reichhold  Chemicals 

840  -7.0  -32.7 

841  -7.4  317.7 
849           7  A       110  1 

Oti.           —  f  .O          117. 1 

843  -7.6  -70.4 

844  -7.7  45.4 

767       8.2  -6.2 
889       5.6  -3.4 

90A        17  7            1  1  A 

If./               1  1  -O 

749       8.6  -23.2 
772       8.0  -14.8 

:wart  &  Stevenson 
ins  way  Intl 
rker  Pen 
w  Chemical 
inhattan  Industries 

782  -1.4  -19.4 

783  -1.4  -30.1 

784  1  5  P-D 

/Of           — l.O             I  lJ 

785  -1.6  -58.9 

786  -1.6  -1.2 

477      13.4  -29.8 
948       3.5  1.2 

999          IA  C  15 

496      13.1  -4.1 
871       5.9  10.4 

Yellow  Freight  System 
B  F  Goodrich 

( Ipfll  Tiri>  J%1  RnKKpr 

Vjt  in  x  ire  Oc  rvuuocr 

Arvin  Industries 
McDermott  Intl 

845  -7.7  131.0 

846  -7.8  P-D 

847  7ft  105 
o*#  /           —  f  .O           1U.  J 

848  -7.8  34.1 

849  -9.2  -13.2 

655      10.6  16.9 
803       7.5  -0.6 
071         9  n  \7 

7 /  1            Z.U  — O.  f 

919       4.8  15.9 
203     20.0  -20.7 

xtron 

mstrong  Rubber 

1 1 1 1  m  c  (~*  nc 
llldllis  \^U5 

xas  Instruments 
lfac 

787  -1.7  -22.8 

788  -2.0  356.4 

too          1  n         74  8 

790  -2.1  P-D 

791  -2.1  P-D 

939       3.8  -10.5 
726       9.3  16.0 
a  74     i  n  i  915 

o/*»        1U.1         — Zl .  J 

313      17.1  4.4 
671      10.2  11.5 

Mead 

Walter  E  Heller  Intl 

riMit i  r uuuo 

Reynolds  Metals 
Colt  Industries 

850  -9.2  P-D 

851  -9.3  P-D 

859          OA         74  1 

853  -9.6  P-D 

854  -9.9  635.4 

729       9.2  -13.0 

QQQ            C  2              55  8 

777           — O.O             — JJ.O 

745       8.7  -6.2 
825       7.1  -24.6 

rter  Hawley  Hale 

:a 

>C0 

ssna  Aircraft 

792  -2.2  -4.4 

793  -2.2  5.8 

704          9  1         69  8 

795  -2.3  -12.7 

796  -2.4  P-D 

431      14.3  19.3 
766       8.2  7.3 

A9A       1  fl  0  —111 

O  — U           1U.7           — I    '  1 

645      10.7  17.9 
721       9.4  -45.6 

Dayco 

Zenith  Radio 

I  nn<rvipw  Pinrp 
ljUIIgVlCW  F1UIC 

Kaiser  Alum  &  Chem 
Polaroid 

855  -10.3  -64.4 

856  -10.3  138.4 

857  -IDA         79  1 

858  -10.8  P-D 

859  -11.0  -23.6 

820       7.3  -7.3 
909       5.1  6.1 

7Q8         7  A         —5  8 

/  70             1  .\J             — J.O 

740       8.9  -12.9 
841       6.5  -9.6 

tional  Distillers 
ter  Maize-Products 

;ersoll-Rand 
inwalt 

797  -2.4  -54.7 

798  -2.6  -63.6 

700         _9  A  211 

800  -2.7  P-D 

801  -2.8  -24.6 

850       6.3  18.4 
793       7.7  -12.5 

964        9  4           8  9 

/Wt          Zp.*+  o.y 

770       8.1  -22.8 
860       6.1  -10.7 

U  S  Industries 
Cummins  Engine 

Phplnc  DnHpp 

Athlone  Industries 
Firestone 

859     -11.0  D-P 

861  -11.3  P-D 

862  -1  1  3  P-D 

863  -11.4  P-D 
863     -11.4  3,540.0 

997     -4.7  -2.5 
721       9.4  -14.8 
903        5  9       -94  9 
968       2.1  -22.2 
979       1.4  -14.3 

If  &  Western  Inds 
:  Gamble  Robinson 
yerhaeuser 
icOhio 
S  Service 

802  -2.8  P-D 

803  -3.0  -21.9 

ftfi  i           j  i          C/i  o 

OU4  — o.  1       — D'+.O 

805  -3.4  -18.3 

806  -3.4  -48.0 

710       9.6  -26.9 
800       7.5  3.5 

7  Aft           ft  A               ^  1 

327      16.6  1.0 
242      19.0  31.6 

Copperweld 
Libbey-Owens-Ford 

f  Tit  1 11    V'  f^lllltlll 

v-astie  oi  lookc 

Crane 

Amerace 

865  -11.9  P-D 

866  -12.3  44.1 

ftA7           10ft  1 

868  -13.1  P-D 

869  -13.3  P-D 

866       6.0  -39.1 
853       6.2  -4.1 

518        19  4              O  Q 
jjO        IZ.'l  —7.7 

944       3.7  -30.0 
948       3.5  -16.5 

;le-Picher  Inds 

rtnii  one 

ickway  Inc  (NY) 
latch 

llamette  Inds 

807      -3.4  -28.3 

«aw             A  n           Aft  A 

809  -4.1  -39.5 

810  -4.2  -27.6 

811  -4.2  -28.6 

887       5.7  -12.7 

544        19  4            10  0 

J****            iLM  17.7 

570      12.0  8.0 
845       6.3  4.0 
619     11.1  7.1 

Del  E  Webb 

Allan  ClrAiin 
/VllCll  VjTUUJJ 

Bucyrus-Erie 
Primark 
General  Motors 

870     -13.5  -73.7 
R7i       1 3  (,  p.n 

O/  X        — lO.O             r  L7 

872  -13.6  P-D 

873  -13.8  5.6 

874  -13.8  1,525.3 

970       2.0  -21.9 
881         5  7  11 

OOO            D.f  — O.l 

890       5.6  5.7 
415      14.7  14.1 
853       6.2  12.5 

Regis 
bune 

'ens-Corning  Fbrgls 
al  Basic  Inds 

819        _4  1  P-D 

ol_  — *t.O             £  U 

813  -4.5  -2.1 

814  -4.6  57.9 

815  -4.6  -48.3 

75A         8  5  —14 

/  JU            O.J             — 1  .*+ 

690       9.9  13.4 
434      14.2  13.7 
845       6.3  -16.0 

f  k    JIC VCU9 

Northwestern  Steel 
Amdahl 

Caterpillar  Tractor 

875  -14  1       110  9 

876  -14.1  P-D 

877  -14.1  62.5 

878  -14.3  P-D 

855        6  9         -,3  5 

O  J  .J                    I  >    —  \J.xJ 

935       4.0  -67.2 
162     22.0  61.2 
862       6.1  -42.8 

dland-Ross 

rner-Lambert 

uld 

1  m  House  Foods 

815      -4.6  P-D 

817  -4.6  54.1 

818  -4.6  -27.7 

819  -4.7  -87.0 

524      12.7  -13.5 
838       6.7  -8.8 
775       8.0  -26.3 
28     38.7  3.2 

AM  AX 
Cyclops 
Lockheed 
Koppers ' 

879  -144  P-D 

880  -15.0  P-D 

881  -16.1  D-P 

882  -16.2  -82.9 

362      15.8  -16.6 
745       8.7  -1.5 
703       9.7  16.4 
800       7.5  -22.7 

lir  some  companies  (as  noted  in  individual  Yardsticks  tables)  the  growth  rate  is  for  less  than  five  years.  For  comparison,  the  five-year  average  annual  increase  in  prices  was 
1  %,  as  measured  by  the  Department  of  Commerce's  Implicit  Price  Deflator  for  Gross  National  Product,  which  measures  inflation  in  all  sectors  of  the  economy, 
itest  12-months.    P-D:  profit  to  deficit    D  P:  deficit  to  profit    "Not  available;  not  ranked 
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Who's  where  in  growth 


Company 


Earnings  per  share 
5-year    83t  vs 
rank  average*  1980-82 


Sales 
5-year    83t  vs 
rank  average*  1980-82 


Company 


Earnings  per  share 
5-year     83t  vs 
rank  average*  1980-82 


Sales 
5-year     83t  vs 
rank  average*  1980-83 


Northwest  Airlines 
F  W  Woolworth 
Eaton 

H  F  Ahmanson 
Sheller-Globe 


883 
884 
885 
886 
887 


-16.3% 

-16.4 

-16.5 

-16.7 

-17.1 


358.7% 

DP 
171.1 

D-P 
500.1 


397 
928 
783 
289 
956 


15.1% 

4.3 

7.9 
17.9 

2.9 


17.8% 
-18.2 
-14.7 

29.8 

17.0 


imperial  Corp  of  Am 
Inco 

Inland  Steel 
Intl  Harvester 
Interstate  Bakeries 


925 
925 
925 
925 
925 


P-D 
P-D 
P-D 
P-D 
P-D 


D-D 
D-D 
D-D 
D-D 
D-D 


479 
982 
918 
981 
860 


13.4% 
0.6 
4.9 
0.9 
6.1 


13.9°/<J 
-47.4 
-12.0 
-39.1 
3.1 


Fruehauf 
American  Can 
A  O  Smith 
Macmillan 
Crown  Zellerbach 


888 
889 
890 
891 
892 


-17.3 
-17.7 
-17.7 
-18.0 
-18.8 


P-D 
1,108.3 

DP 
112.4 
174.8 


878 
864 
940 
987 
827 


5.8 
6.0 
3.7 
-1.5 
7.1 


-4.7 
-26.5 
10.7 
-9.9 
-11.8 


Jonathan  Logan 
Kaiser  Steel 
Keystone  Consolidated 
Mack  Trucks 
Marion 


925 
925 
925 
925 
925 


P-D 
P-D 
P-D 
P-D 
P-D 


500.0% 
D-D 
D-D 
D-D 
D-D 


965 
932 
962 
1003 
95 


2.3 
4.1 
2.6 
-7.4 
25.9 


-9.2 
-34.4 
-12.2 
-20.0 
-52.4 


Sybron 

Beneficial  Corp 
Manville 
Mohasco 
Savin 


893 
894 
895 
896 
897 


-19.0 
-19.2 
-19.8 
-19.8 
-20.0 


P-D 
DP 
DP 

355.3 
D-D 


943 
876 
734 
980 
55 


3.7 
5.8 
9.0 
1.3 
30.1 


-15.8 
-14.3 
-16.7 
-4.9 
-4.9 


Massey-Ferguson 
Mattel 

National  Intergroup 
NVF 

Oak  Industries 


925 
925 
925 
925 
925 


P-D 
P-D 
P-D 
P-D 
P-D 


D-D 
P-D 
D-D 
D-D 
P-D 


985  -0.6 

164  21.9 

933  4.0 

562  12.2 

116  24  4 


-38.0 
1.4 

-20.9 
-3.7 
-5.9 


General  Public  Utils 
Kane-Miller 
El  Paso 
Masonite 

Gt  Western  Financial 


898 
899 
900 
901 
902 


-20.7 
-21.9 
-22.5 
-22.7 
-23.0 


86.9 
P-D 
DP 
205.0 
DP 


473 
993 
191 
978 
234 


13.5 
-3.5 
20.3 
1.6 
19.1 


17.7 
8.3 
14.8 
12.3 
45.1 


Pan  Am  World  Airways 
Pettibone 
Ramada  Inns 
Republic  Airlines 
Republic  Steel 


925 
925 
925 
925 
925 


P-D 
P-D 
P-D 
P-D 
P-D 


D-D 
D-D 
D-D 
D-D 
D-D 


414 

929 
553 
19 
929 


14.7 
4.3 
12.3 
42.1 
4.3 


-3.7 
-35.2 
29.7 
14.0 
-32.8 


Pittston 
RLC 

Calif  Federal  S&L 

Dravo 

Borman's 


903 
904 
905 
906 
907 


-23.4 
-24.3 
-24.9 
-25.1 
-25.3 


P-D 
-55.8 
DP 
P-D 
-36.5 


789 
955 
93 
751 
732 


7.8 
3.0 
26.0 
8.6 
9.1 


-33.6 
-3.1 
75.9 

-32.1 
0.4 


Revere  Copper 
Talley  Industries 
Tiger  International 
Toro 
Tosco 


925 
925 
925 
925 
925 


P-D 
P-D 
P-D 
P-D 
P-D 


D-D 
D-P 
D-D 
D-P 
P-D 


916 
992 
126 
500 
60 


4.9 
-3.0 
23.8 
13.0 
29.5 


-32.3 
-16.1 
-8.6 
-9.5 
-5.4 


Foodarama  Supermkts 
Southwest  Forest  Inds 
Peabody  Intl 
Chromalloy  American 
Alexander's 


908 
909 
910 
911 
912 


-26.1 
-26.4 
-26.5 
-27.2 
-28.3 


264.7 
P-D 
D-P 
P-D 
D-P 


921 
882 
742 
950 
881 


4.6 
5.7 
8.8 
3.4 
5.7 


3.9 
-8.2 

5.0 
-26.4 
-0.1 


Trans  World 
UAL 
Uniroyal 
United  Brands 
Western  Air  Lines 


925 
925 
925 
925 
925 


P-D 
P-D 
P-D 
P-D 
P-D 


P-D 
D-P 
26.0 
D-D 
D-D 


664 
623 
988 
818 
656 


10.4 
11.0 
-1.8 
7.3 
10.5 


0.5 
9.3 
-9.1 
-13.0 
7.7 


Lukens 

Glendale  Federal  S&L 
Clark  Equipment 
Hanna  Mining 
United  States  Steel 


913 
914 
915 
915 
917 


-29.0 
-29.1 
-31.1 
-31.1 
-33.6 


P-D 
592.1 
D-P 
P-D 
P-D 


856 
87 
986 
995 
676 


6.2 
26.8 
-1.2 
-4.2 
10.1 


-12.7 
58.8 
-35.8 
^17.0 
13.1 


Wheeling-Pitts  Steel 
Wickes  Cos 
Wilson  Foods 
Allied  Supermarkets 
American  Motors 


925 
925 
925 
979 
979 


P-D 
P-D 
P-D 
D-D 
D-D 


D-D 
D-D 
D-D 
-53.9 
D-D 


983 
366 
976 
1004 
926 


0.1 
15.8 

1.8 
-8.7 

4.4 


-29.0  j 
-11.9 
-4.1 
-1.2 
13.41 


National-Standard 
Nashua 

Amer  Hoist  &  Derrick 
Kerr  Glass  Mfg 
L  B  Foster 


918 
919 
920 
921 
922 


-34.0 
-35.0 
-36.0 
-36.9 
-40.1 


D-D 
D-D 
P-D 
P-D 
P-D 


953 
666 
906 
577 
958 


3.2 
10.3 

5.2 
11.9 

2.8 


-20.7 
-11.7 
-33.6 
-3.6 
-33.9 


Chrysler 
Cook  United 
Great  Atl  &  Pac  Tea 
HRT  Industries 
Pantry  Pride 


979 
979 
979 
979 
979 


D-D 
D-D 
D-D 
D-D 
D-D 


D-P 
D-D 
D-P 
D-D 
-12.3 


996 
844 
994 
583 
11005 


■4.7 
6.4 
-3.7 
11.8 
-14.6 


16.3  | 
7.2 
-17.8 
9.5 
-14.3 


CertainTeed 
Westmoreland  Coal 
Allis-Chalmers 
AM  International 
American  Bakeries 


923 
924 
925 
925 
925 


^5.9 
-55.5 
P-D 
P-D 
P-D 


D-P 
D-P 
D-D 
D-P 
D-D 


907 
909 
944 
951 
954 


5.2 
5.1 
3.7 
3.3 
3.1 


14.9 
11.2 
-31.3 
-23.1 
-3.3 


Rath  Packing 
Singer 
Texas  Air 

United  Merch  &  Mfrs 
Arden  Group 


979 
979 
979 
979 


D-D 
D-D 
D-D 
D-D 
D-P 


D-D 

-98.7 
D-D 
D-D 

-28.7 


974 
960 
15 
H001 
984 


1.8 

2.7 
46.6 
-7.1 

0.0 


-7.1 
-10.1 

66.5 
-22.3 

-6.71 


AMR 
Armco 

Baldwin-United 
Bethlehem  Steel 
Bird 


925 
925 
925 
925 
925 


P-D 
P-D 
P-D 
P-D 
P-D 


D-P 
P-D 
P-D 
D-D 
D-D 


447 
712 
8 

961 
941 


13.9 
9.5 

58.8 
2.7 
3.7 


12.3 
-29.9 

51.8 
-28.4 

-6.5 


Coleco  Industries 
Donaldson,  Lufkin 
GEICO 
General  Host 
Genesco 


D-P 
D-P 
D-P 
D-P 
DP 


85.7 
27.8 
15.0 
113.9 
P-D 


102 
32 
912 
991 
1002 


25.3 
36.3 
5.0 
-2.8 
-7.2 


120.0 
18.0| 
13.0| 
29.41 

-13.3 


Chic  Pneumatic  Tool 
Eastern  Air  Lines 
Evans  Products 
Fedl  Natl  Mortgage 
First  Pennsylvania 


925 
925 
925 
925 
925 


P-D 
P-D 
P-D 
P-D 
P-D 


P-D 
D-D 
D-D 
D-P 
D-D 


815 
469 
792 
268 
946 


7.4 
13.5 

7.8 
18.4 

3.5 


-20.9 
6.8 
-6.5 
35.8 

-22.3 


Litton  Industries 
MCI  Communications 
PSA 

Pueblo  International 
Rohr  Industries 


D-P 
D-P 
D-P 
D-P 
D-P 


-24.7 
105.2 
P-D 
13.2 
162.9 


850 
6 

239 
989 
839 


6.3 
65.2 
19.0 
-2.0 

6.6 


0.2 
129.3 
21.1 
7.2 
4.9 


Ford  Motor 
GAF 

General  Refractories 
Gibraltar  Financial 

Graniteville 

Gulf  Resources  &  Chem 

Harntschfeger 

Home  Federal  S&L-Cal 


925 
925 
925 
925 


P-D 
P-D 
P-D 
P-D 


D-P 
D-D 
D-D 
D-P 


920 
998 
957 
171 


4.7 
-5.0 

2.8 
21.4 


10.0 
2.0 
-27.0 
24.3 


Sanders  Associates 
Scot  Lad  Foods 
Todd  Shipyards 
Warnaco 


D-P  47.3 

D-P  P-D 

D-P  -12.2 

D-P  14.9 


308 
972 
195 
904 


17.4 
1.9 

20.2 
5.2 


925 
925 
925 

925 


P-D 
P-D 
P-D 
P-D 


D-D 
D-P 
D-D 
D-P 


959 
811 
900 
186 


2.8  -18.1 

7.4  -18.1 

5.3  -41.1 

20.7  29.4 


American  President 
Gulfstream  Aerospace 
Pabst  Brewing 
Swift  Independent 


2.0 


681 


826 


10.0 


7.1 


67.2 
-0.2 
-1.7 
U 


12.2 


11.2 


'For  some  companies  (as  noted  in  in  dividual  Yardsticks  tables)  the  growth  rate  is  for  less  than  five  years  For  comparison,  the  five-year  average  annual  increase  in  prices  wai 
7.6%,  as  measured  by  the  Department  of  Commerce's  Implicit  Price  Deflator  for  Gross  National  Product,  which  measures  inflation  ni  all  sectors  of  the  economy. 
fLatest  12-months    P-D:  profit  D  P  deficit  to  profit;  not  ranked.    D-D:  deficit  to  deficit.    "Not  available;  not  ranked. 
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MISS  IT  FOR 
THE  WORLD. 
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A  third  of  a  million  noticeably 
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companies 
whose 


names 
are  synony- 
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around  the  world.  And 
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more  about  the  IHT  Call  Sylvia 
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Wall  Street  was  generous  when  earnings  met 
optimistic  expectations,  ruthless  when  earnings  disappointed. 


Who's  where 
in  the 
stock 
market 


AFTER  BEING  IN  THE  doghouse 
for  many  years,  the  stocks 
of  the  big  companies,  the 
kind  covered  in  the  Forbes 
I  Annual  Reports,  had  a 
better  time  of  it  in  1983.  Of  the  1,008 
companies  in  this  year's  survey,  472 
outperformed  the  5,000-stock  Wil- 
shire  index  over  the  five-year  period. 
In  the  last  survey,  only  458  firms  were 
able  to  make  the  same  boast. 

As  1983  drew  to  a  close,  the  Wil- 
shire  index  and  the  Dow  industrials 
were  up  by  the  same  amount:  19%. 
Thus  the  big  stocks  and  the  little 
stocks  were  more  in  gear  this  past 
year  than  they  have  been  for  a  long 
time — meaning  that  last  year's  bull 
market  was  a  broad  one.  But  as  the 
year  progressed,  much  of  the  euphoria 
that  began  in  August  of  1982  was  re- 
placed by  hard-nosed  analysis  of  pres- 
ent and  near-term  corporate  pros- 
pects. A  number  of  lofty  multiples 
were  unable  to  stand  up  under  such 
scrutiny.  Investors  couldn't  bail  out 
fast  enough  from  the  likes  of  Digital 
Equipment,  Texas  Instruments  and 
Warner  Communications.  Other 
computer  and  technology  firms  also 
suffered  sharp  pullbacks  as  investors, 
realizing  the  increased  competition  in 
those  fields,  grew  wary  at  even  a 
slight  downturn  in  quarterly  earnings 
growth. 

The  action  then  moved  to  less  ex- 
citing but  seemingly  undervalued 
groups  of  stocks:  truckers, 
housewares  and  furnishings,  railroads 
and  chemicals. 

In  the  last  two  years  the  Forbes  list 


has  had  14  superstars  with  five-year 
gains  of  1,000%  or  more.  The  champi- 
on of  them  all?  A  $10,000  investment 
in  Pulte  Home  at  the  end  of  1978  is 
worth  almost  $300,000  today.  This 
Michigan-based  builder  of  inexpen- 
sive single-family  homes,  the  best 
performer  in  this  year's  stock  market 
survey,  advanced  2,885%  in  price 
over  five  years.  It  outperformed  last 
year's  top  stock,  First  Executive,  by 
some  14%. 

In  spite  of  the  air  pockets  that  were 
encountered  by  so  many  former  high- 
flyers, there  were  plenty  of  chances  to 
make  good  money  in  stocks  in  1983. 
A  year  ago,  the  lOOth-ranked  stock 
was  ahead  244%,  but  this  time  the 
lOOth-ranked  issue  shows  a  314% 
price  gain.  Lowe's  Cos.,  now  ranked 
154,  did  as  well  as  last  year's  100th- 
ranked  stock. 

In  all,  115  companies  increased  by 
300%  or  more  over  five  years.  Over 
the  same  period,  the  Consumer  Price 
Index  rose  54.9%,  and  632  of  the  com- 
panies covered  here  more  than  kept 
up  with  this  inflation.  Factor  in  an 
average  dividend  yield  of  a  little  over 
4%,  and  you  can  see  that,  on  the 
whole,  shareholders  of  major  corpora- 
tions fared  well  on  Wall  Street  over 
the  last  five  years. 

It  seems  so  very  long  ago  when  ev- 
erybody wanted  such  things  as  com- 
modity options  and  Mickey  Mouse 
ashtrays  and  nobody  wanted  common 
stocks.  It  looks  as  if  the  1980s  are 
going  to  be  the  decade  of  the  stock 
market,  just  as  the  1970s  were  the 
decade  of  the  inflation  hedge. 
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o's  where  in  the  stock  market 


Kecent 

Latest 

5-year 

1979-83 

price/ 

12-month 

Price/ 

Indicated 

ink 

price 

price 

Recent 

Book  value 

book 

earnings 

earnings 

annual 

Current 

82 

Company 

change 

range 

price 

(per  share) 

value 

per  share 

ratio 

dividend 

yield 

# 

jrulte  Home 

7  881*  1% 

37'/2- 

% 

27% 

ip   0.  /  1 

7  A. 

1  c 

I D 

tn  in 

0  4% 

1 
1 

First  Executive 

1  883.1 

18%- 

% 

1 1  Vi 

12 

n  n 

3 

Subaru  of  America 

1,636.8 

87  - 

4% 

82  Vi 

16.93 

4.9 

7.75 

11 

1.24 

1.5 

7 

Toys  "R"  Us 

1,522.1 

<+o  /8— 

L  V 2 

41% 

6.12 

6.7 

1.26 

33 

none 

0.0 

2 

MCI  Communications 

1,432.5 

28'/2- 

% 

14% 

3.31 

4.3 

0.93 

15 

none 

0.0 

1  c 

Wdl'lVldlT  jlUICS 

1  385.6 

46%- 

2% 

42% 

3  67 

0.0  / 

1 1  ^ 

1  tit  1 

n  1  a. 

U.  It 

n  3 

u.o 

* 

I  imitpH 

1,306.7 

31  - 

1 

26% 

2. 10 

12.6 

0.84 

31 

0.12 

0.5 

• 

Coleco  Industries 

1,235.6 

65  - 

l'/2 

20% 

6.06 

3.4 

2.68 

8 

none 

0.0 

* 

Fin  Corp  of  America 

1,053.2 

32%- 

1% 

23% 

5.62 

4.2 

4.60 

5 

0.68 

2.9 

12 

Zayre 

993.3 

52 '/4- 

4'/8 

46!/s 

17.56 

2.6 

3.02 

15 

0.30 

0.7 

in 

1  u 

rVIllAlCl  DIU9 

880.5 

29  - 

2% 

223/8 

6.68 

3.3 

0.72 

31 

0.24 

1  1 

A 

U/ono  I  iriMr  it iirii'v 
VVallg  LolHINUll  11 

837.8 

42'/2- 

3'/2 

34% 

7.09 

4.9 

1 .24 

28 

0. 12 

0.3 

29 

Chic  &  North  Western 

829.6 

53%- 

3% 

47 '/4 

11.30 

4.2 

0.59 

NM 

none 

0.0 

8 

Bergen  Brunswig 

821.0 

39'/2- 

3 

27!/2 

7.72 

3.6 

1.50 

18 

0.32 

1.2 

250 

Rose's  Stores 

800.1 

24  - 

2'/4 

21 

9.41 

2.2 

2.00 

11 

0.24 

1.1 

* 

i  \  v  I  i\  ri\  InnncrrlAC 

795.9 

51%- 

4% 

42 

18  52 

2.3 

A.  9Q 

10 

0  64 

1 .5 

GEICO 

778.6 

64  - 

6% 

6IV2 

16.85 

3.6 

4.20 

15 

0.72 

1.2 

71 

Stop  &  Shop  Cos 

740.4 

62%- 

51/s 

54% 

17.70 

3.1 

3.94 

14 

0.75 

1.4 

41 

Berkshire  Hathaway 

729.1 

1,320  -154 

1,310 

737.06 

1.8 

56.68 

23 

none 

0.0 

32 

G  Heileman  Brewing 

727.8 

44  - 

3% 

32  % 

7.33 

4.4 

2.10 

15 

0.46 

1.4 

1  JO 

...  . 

Varian  Associates 

725.9 

OO  /8 — 

6% 

55% 

14  06 

4.0 

2.14 

26 

0.26 

0.5 

l<  1  oil  run  ii'   T^"t*-»  Cvctomc 

E>ieciruiiiL  i/Jid  .T>M.t ins 

723.7 

42  '/8- 

4% 

39  Vi 

4  48 

8.7 

1.10 

36 

0.34 

0.9 

48 

VF 

697.0 

41%- 

41/4 

33% 

9.46 

3.6 

3.55 

9 

1.00 

3.0 

55 

E-Systems 

654.2 

44y4_ 

4 

35 

6.63 

5.3 

1.70 

21 

0.50 

1.4 

14 

E  F  Hutton  Group 

641.5 

531/8- 

4% 

36% 

18.68 

2.0 

5.80 

6 

0.80 

2.2 

c - 

D    U  Unrv 

639.5 

547/8— 

71/0 

58% 

18.99 

3.1 

3.88 

15 

0.80 

1.4 

o  — 

l^iM-Jtrd  I  i a  rv t  CrnrPG 
UlildlU  L/cpl  jlUiCs 

610.8 

OZ.  /4 — 

g 

57% 

23.10 

2.5 

4.80 

12 

0.30 

0.5 

50 

Texas  Oil  &  Gas 

598.6 

26%— 

3% 

23l/4 

4.41 

5.3 

1.40 

17 

0.16 

0.7 

27 

Paine  Webber 

592.4 

61%- 

5% 

37 

12.08 

3.1 

5.53 

7 

0.60 

1.6 

97 

Stone  Container 

588.3 

40%- 

5% 

40% 

14.82 

2.7 

0.24 

NM 

0.60 

1.5 

» 

MEI 

579.1 

37%— 

4% 

351/2 

8.12 

4.5 

2.20 

17 

0.36 

1.0 

CI 

VV  allliltu 

567.4 

OO  /4 — 

t  /8 

29 

14.64 

2.0 

2.67 

1 1 

0.70 

2.4 

State  Street  Boston 

556.7 

471/2- 

5 

33% 

24.36 

1.4 

4.23 

8 

0.90 

2.7 

• 

Sanders  Associates 

547.1 

61  - 

8'/8 

55 

15.11 

3.6 

2.14 

26 

0.44 

0.8 

40 

Lockheed 

544.2 

47'/2- 

6 

41% 

7.78 

5.4 

3.94 

11 

none 

0.0 

113 

saga 

543.6 

40%- 

3!/2 

31% 

10.62 

3.0 

2.17 

14 

0.36 

1.1 

1Q 

Federal  Express 

541.9 

44'/*- 

5'/4 

42 '/s 

1 1.47 

3.7 

2.19 

19 

0.0 

35 

Walgreen 

531.1 

40  - 

6'/8 

39% 

9.81 

4.0 

2.28 

17 

0.72 

1.8 

17 

Sysco 

529.5 

4416- 

5% 

37% 

11.55 

3.2 

1.96 

19 

0.36 

1.0 

41 

First  Boston 

526.4 

66%- 

5 

42 

28.33 

1.5 

8.35 

5 

2.10 

5.0 

1 1  o 

A 

ruo.ua  industries 

526. Ot 

39%- 

4'/2 

27 

9.91 

2.7 

3.94 

7 

0.36 

1.3 

1  ft? 

Mootwrinn    I-  *i  (urnftCPC 

ricciwuuu  ciiicipiidca 

524.7 

417/8- 

2% 

34% 

6.85 

5.1 

1.87 

19 

0.30 

0.9 

» 

Cole  National 

519.0 

37  - 

4% 

30% 

10.94 

2.8 

1.80 

17 

0.48 

1.6 

83 

Dow  Jones 

517.2 

57  - 

8 

49% 

5.24 

9.4 

1.64 

30 

0.60 

1.2 

70 

Avnet 

512.4 

50  - 

7'/s 

43  Vi 

15.08 

2.9 

1.61 

27 

0.50 

1.1 

5 

510.5 

42  - 

1% 

19 

3.87 

4.9 

1.78 

1 1 

0.16 

0.8 

O 

Humana 

JU/  .1) 

40  - 

4% 

28% 

5.74 

5.0 

1.96 

15 

0.72 

2.5 

52 

Marriott 

503.1 

81  - 

11% 

73% 

19.43 

3.8 

3.95 

19 

0.36 

0.5 

151 

Burlington  Northern 

488.7 

109'/2- 

17% 

104'/2 

76.66 

1.4 

9.99 

10 

1.80 

1.7 

m 

ROLM 

471.6 

80  - 

10% 

59% 

17.39 

3.4 

1.45 

41 

none 

0.0 

470.5 

15  - 

1% 

1 1  Vi 

1.88 

6.0 

0.50 

23 

0.04 

0.4 

* 

Wometco  Enterprises 

465.9 

43%- 

7'/2 

41% 

11.30 

3.7 

1.61 

26 

0.44 

1.1 

13 

Beverly  Enterprises 

463.8 

44%- 

3% 

27'/4 

11.57 

2.4 

1.42 

19 

0.28 

1.0 

56 

Natl  Convenience  Stores 

459.0 

21%- 

3% 

20  Vi 

4.76 

4.3 

1.00 

21 

0.40 

2.0 

9 

Tandy 

450.4 

(AVi- 

4'/2 

37  V2 

10.71 

3.5 

2.72 

14 

none 

0.0 

86 

Parsons 

450.3 

27'/4- 

4!/s 

24 

7.16 

3.4 

1.81 

13 

1.00 

4.2 

125 

United  States  Shoe 

448.8 

49  - 

5'/2 

38% 

15.42 

2.5 

3.07 

13 

0.76 

2.0 

19 

Natl  Medical  Entrprs 

447.6 

32%- 

3'/2 

23 

9.88 

2.3 

1.54 

15 

0.44 

1.9 

63 

Pneumo 

440.4 

33%- 

3% 

26% 

8.48 

3.2 

2.31 

12 

0.50 

1.9 

80 

Dean  Foods 

438.5 

39%- 

5 

35 

10.03 

3.5 

2.24 

16 

0.60 

1.7 

149 

Esmark 

432.2 

44%- 

7% 

40% 

20.31 

2.0 

3.76 

11 

1.04 

2.5 

94 

General  Cinema 

427.3 

45'/2- 

8 

43'/2 

9.12 

4.8 

4.95 

9 

0.64 

1.5 

78 

General  Host 

425.6 

17%- 

3'/8 

16'/2 

10.33 

1.6 

1.35 

12 

0.35 

2.1 

Note:  Except  as  footnoted,  price  changes  are  measured  from  Dec.  29, 1978  to  Nov  15, 1983  For  comparison,  the  five-year  change  in  the  Consumer  Price  Index 
was  54.9%. 

*Not  ranked  last  year.    tPrice  change  does  not  reflect  the  value  of  shares  received  in  spinoff    NM:  not  meaningful 
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Who's  where  in  the  stock  market 


Kecent 

Latest 

5-year 

1979-83 

price/ 

12-month 

Price/ 

Indicated 

Rank 

price 

price 

Recent 

Book  value 

book 

earnings 

earnings 

annual 

Current 

el 

fl9 

Company 

change 

range 

price 

(per  share)' 

value 

per  share 

ratio 

dividend 

yield 

1 

64 

188 

Savannah  Foods 

4ZJ.I  /o 

36  - 

6% 

3/11/, 

on  7n 

1  7 

t  7  97 

c 

.7.0  /o 

j1 

65 

128 

Sherwin-Williams 

<*ZZ.9 

31V4- 

4% 

Jt.JJ 

1  w 
1 .0 

1  1 1 

1  9 

n  An 

9  3 

11 

J 

66 

134 

Mitchell  Energy  &  Dev 

422.2 

45%- 

4^2 

23  Vi 

9.54 

2.5 

1.77 

13 

0.24 

1.0 

67 

91 

Giant  Food 

421.6 

25  - 

4'/k 

21% 

11.56 

1.9 

2.58 

8 

0.60 

2.7 

■ 

OS 

1 19 

American  Greetings 

417.6 

28%- 

4% 

im 

10.18 

2.7 

1.60 

17 

0.42 

1.5 

II 

69 

• 

All  L 

Allegheny  Beverage 

*f  1  J.D 

24%- 

3% 

20% 

7.36 

2  8 

2.60 

g 

0.40 

1.9 

70 

44 

James  River  Corp  Va 

J77.U 

42 '/4- 

6% 

34% 

1  3  00 

10.77 

9  07 

Zj.  7  / 

12 

0  40 

1  9 

■ 
. 

71 

435 

Levitz  Furniture 

397.3 

47'/j- 

8% 

46 

16.37 

2.8 

1.99 

23 

0.72 

1.6 

72 

126 

Intel 

387.9 

46'/4- 

8'/4 

40'/4 

6.09 

6.6 

0.73 

55 

none 

0.0 

:: 

/  J 

1  ft 

Waste  Management 

383.9 

61%- 

8% 

433A 

14.09 

3.1 

2.53 

17 

0.68 

1.6 

B 

74 

427 

...  .. 
Collins  &  Aikman 

174  i\ 

45  - 

6 'A 

07  /4 

18  95 

2  1 

3  13 

13 

1  qq 

2.5 

1' 
1. 

75 

53 

Browning-Ferris  Inds 

174  n 

47%- 

7% 

39  Vi 

10  76 

3.7 

2  31 

17 

0.80 

2.0 

\ 

■ 

76 

67 

ConAgra 

373.1 

35  - 

7'/4 

34  Vi 

15.17 

2.3 

2.67 

13 

1.14 

3.3 

■ 

77 

76 

Hannaford  Bros 

364.0 

30  - 

53/8 

29% 

14.72 

2.0 

2.98 

10 

0.80 

2.7 

'■ 

78 

59 

Merrill  Lynch 

363.4 

56'/2- 

7% 

35% 

18.36 

1.9 

4.94 

7 

0.80 

2.2 

! 

79 

21 

Metromedia 

9A1  1 
>o  >.  y 

57  - 

51/s 

ij/4 

a  1  n 

6  1 

1  96 

1  1 
1 1 

n  76 

3  n 

11 

80 

85 

Peoples  Drug  Stores 

362.2 

31%- 

4% 

26  Vi 

10.08 

2.6 

1.79 

15 

0.28 

1.1 

'0 

.. 

81 

16 

SCOA  Industries 

360.2 

33%- 

6 

27% 

9.26 

3.0 

1.92 

14 

0.60 

2.2 

!; 

82 

24 

USAir  Group 

355.2 

39%- 

6'/2 

33 

22.52 

1.5 

2.85 

12 

0.12 

0.4 

II 

U  5 
OJ 

100 

CFS  Continental 

353.8 

26'/4- 

4'/4 

25% 

12.61 

2.0 

1.86 

14 

0.40 

1.6 

i 

84 

131 

Hart  marx 

1^1  1 

36%- 

6'/2 

ut 

in  iq 

zu.  1  7 

1  7 

2  76 

12 

0  94 

2  8 

[i 

1. 

85 

34 

j9U.U 

38'/s- 

6'/2 

19  Vo 

^  0} 

c  c 

1  50 

22 

0  40 

1  2 

1: 
.1 

86 

123 

Rite  Aid 

349.4 

44%- 

9'/2 

44% 

12.37 

3.6 

2.79 

16 

0.64 

1.4 

:: 

87 

61 

Payless  Cashways 

348.9 

34 '/i- 

5% 

26% 

5.65 

4.7 

1.23 

21 

0.12 

0.5 

i 

88 

606 

Roper  Corp 

345.8 

29%- 

41/4 

21% 

13.95 

1.6 

1.99 

11 

0.50 

2.3 

1: 

89 

* 

i.  iiy  reuerai  s  oi  l 

1  5  »/2- 

2'/2 

1 1% 

9.44 

1  2 

2.05 

0.0 

90 

110 

Super  Valu  Stores 

37  - 

73/4 

Ot  /8 

8  Qn 

0.7U 

^  0 

2  01 

17 

0.60 

1.7 

.1 

91 

23 

Piedmont  Aviation 

342.8 

42  Vs- 

7% 

32% 

23.49 

1.4 

1.60 

20 

0.28 

0.9 

'! 

92 

210 

Trinity  Industries 

342.5 

30%- 

4% 

22 '/8 

11.74 

1.9 

0.82 

27 

0.50 

2.3 

il 

Q3 

y-j 

* 

Trust  Co  of  Georgia 

339.3 

42  - 

8'/2 

41 

17.28 

2.4 

4.15 

10 

1.00 

2.4 

1' 

94 

108 

... 
Commercial  Metals 

lift  o 

JJO.7 

27%- 

5 

9  I  1A 

1 7  in 

1 .  /. 

1  25 

17 

0  36 

1.7 

13 

95 

25 

Donaldson,  Lufkin 

117  0 

24%- 

3>/4 

157/ 

1141 

1  4 

1.55 

10 

0.24 

1.5 

t 
■: 

96 

618 

Northwest  Energy 

334.6 

39  Vi- 

8% 

38% 

22.66 

1.7 

1.76 

22 

1.50 

3.9 

■ 

97 

215 

American  Stores 

330.3 

44  - 

63/4 

39% 

12.15 

3.3 

3.11 

13 

0.48 

1.2 

D 

98 

lerrico 

330.3 

23%- 

3% 

17% 

10.29 

1.7 

1.35 

13 

0.12 

0.7 

1 

99 

157 

... 

Meredith 

117  1 

42%-  9 

JO  /4 

iU.7J 

1.8 

3.91 

10 

0.72 

1.9 

1 
1 

100 

115 

Waldbaum 

1117 

28'/4- 

4'/8 

1  7 

17.JJ 

n  0 

o.uo 

£ 

0.0 

II 
II 

101 

20 

M/A-Com 

313.5 

35'/2- 

5'/2 

24% 

7.75 

3.1 

0.72 

34 

0.20 

0.8 

U 

102 

49 

Shopwell 

313.5 

35%- 

3% 

13% 

17.30 

0.8 

1.82 

7 

0.16 

1.2 

12 

103 

73 

Loews 

312.7 

176  -41% 

171% 

119.13 

1.4 

26.47 

6 

1.20 

0.7 

: 

104 

231 

Konm  oc  naas 

11  9  A 

81  - 

15% 

DJ  /4 

*  1  11 

01.01 

2  1 

5  17 

13 

1  60 

2.5 

1 
1 

105 

350 

Associated  Dry  Goods 

7114- 

153/4 

67 1/1 

Of  /2 

*+ 1 .00 

1  6 

5  37 

13 

2  20 

3.3 

II 

106 

156 

Dayton-Hudson 

311.6 

41  - 

85/8 

35% 

13.98 

2.5 

2.31 

15 

0.65 

1.8 

IS 

107 

461 

Culbro 

310.5 

26'/2- 

3 

24% 

27.48 

0.9 

1.97 

12 

0.60 

2.5 

108 

394 

Brunswick 

308.9 

26'/s- 

5'/8 

25% 

15.64 

1.7 

1.61 

16 

0.60 

2.3 

V 

109 

74 

..... 

Pay  Less  Drug  l\  W 

Iflft  7 

20'/s- 

3% 

17% 

6  07 

2.9 

1.14 

15 

0.27 

1.5 

111 

110 

174 

M  Lowenstein 

JU/  .0 

55%- 

7'/2 

sn  as 

1  1 

5  31 

10 

1.60 

3.0 

II) 

111 

244 

Perini 

307.5 

43%- 

10% 

40-% 

28.55 

1.4 

4.05 

10 

0.80 

2.0 

ll 

112 

66 

PHH  Group 

306.3 

47  - 

7% 

32% 

11.94 

2.7 

2.24 

14 

0.84 

2.6 

in 

113 

118 

Purolator 

305.0 

70  - 

14 

67'/2 

20.75 

3.3 

4.54 

15 

1.20 

1.8 

114 

93 

Brown  Croup 

mi  i 

jUji  1 

39%- 

m 

/4 

1  7  10 

1  0 

}  0 } 

1 1 

1.10 

3.4 

In 

115 

129 

Seagram 

302.7 

37%- 

9'/8 

37% 

28.55 

1.3 

2.47 

15 

0.68 

1.8 

Hi 

1  1  A 

11 
f  I 

Hospital  Corp  of  Am 

297.1 

56%- 

8% 

40% 

15.92 

2.5 

2.68 

15 

0.40 

1.0 

'; 

117 

161 

Penn  Central 

297.1 

41'/8- 

9'/4 

39% 

36.93 

1.1 

2.15 

18 

none 

0.0 

ii 

118 

65 

ServiceMaster  Inds 

296.7 

46  - 

7% 

33  Vi 

2.51 

13.3 

1.11 

30 

0.88 

2.6 

119 

141 

Flowers  Industries 

296.3 

21'/4- 

4% 

19% 

7.31 

2.7 

1.28 

15 

0.48 

2.5 

It! 

120 

140 

Pioneer 

293.9 

33%- 

6>/8 

24 '/4 

9.95 

2.4 

•  2.11 

11 

1.24 

5.1 

(!i 

121 

175 

Arden  Group 

293.8 

8%- 

2% 

7% 

9.79 

0.8 

0.63 

13 

none 

0.0  ! 

1! 

122 

101 

G  D  Searle 

290.6 

55%-ll'/2 

51% 

13.32 

3.9 

3.03 

17 

0.52 

1.0 

II! 

123 

329 

Magic  Chef 

288.9 

41  - 

6 

39% 

20.42 

1.9 

3.37 

12 

0.72 

1.8  1 

124 

158 

Grumman 

288.5 

33%- 

7'/2 

•  29% 

13.61 

2.2 

2.48 

12 

0.90 

3.0 

id 

125 

121 

Nordstrom 

283.1 

46%- 

7'/2 

36% 

10.92 

3.4 

2.03 

18 

0.28 

0.8 

126 

539 

Strawbridge  &  Clothier 

281.7 

72  - 

16% 

72 

62.10 

1.2 

8.03 

9 

1.50 

2.1 

Note:  Except  as  footnoted,  price  changes  are  measured  from  Dec  29, 1978  to  Nov.  15. 1983  For  comparison,  the  five-year  change  in  the  Consumer  Price  Inde) 

was  54.9%. 

*Not  ranked  last  year.    +JThree  year  price  change. 
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o's  where  in  the  stock  market 


Recent 

Latest 

5-year 

1979-83 

price/ 

12-month 

Price/ 

Indicated 

ink 

price 

price 

Recent 

Book  value 

book 

earnings 

earnings 

annual 

Current 

82 

Company 

change 

range 

price 

(per  share) 

value 

per  share 

ratio 

dividend 

yield 

370 

Natl  Semiconductor 

281.2% 

20   -  4'/8 

18 

$  4.68 

3.8 

$—0.06 

def 

0.0% 

208 

Mercantile  Stores 

280.2 

7  5 1/2_  12% 

50% 

31.08 

1.6 

5.10 

10 

$1  00 

2.0 

90 

McGraw-Hill 

274.3 

537/8-ll7/8 

45% 

10.85 

4.2 

2.44 

19 

1.08 

2.4 

87 

Capital  Cities  Commun 

272.2 

157'/2-36% 

147'/2 

41.29 

3.6 

8.04 

18 

0.20 

0.1 

219 

Sonoco  Products 

272.0 

46'/2-12% 

46  Vi 

19.99 

2.3 

2.83 

16 

1.10 

2.4 

64 

Supermarkets  General 

270.8 

27y8-  51/2 

23% 

1 1.66 

2.0 

2.25 

1 1 

u.oo 

x  .0 

22 

General  Instrument 

.  269.1 

66%-  8% 

3334 

19.22 

1.7 

2.32 

14 

1  5 

First  Atlanta 

267.8 

23  -  4% 

21% 

14.27 

1.5 

2.70 

8 

0.76 

3.6 

111 

General  Dynamics 

267.1 

60  -135/8 

58% 

21.57 

2.7 

4.95 

12 

1.00 

1.7 

334 

Hanover  Insurance 

265.6 

65'/4-14% 

55% 

59.06 

0.9 

7.80 

7 

0.88 

1.6 

124 

Dynalectron 

265.4 

U3/e-  3Ve 

11% 

9.40 

1.3 

1.02 

12 

0.25 

2.1 

823 

Allied  Supermarkets 

264.3 

4%-  5/8 

31/4 

7.44 

0.4 

0.26 

12 

0.0 

69 

Litton  Industries 

263.6 

86%-17'/4 

64% 

42.51 

1.5 

5.41 

12 

1.80 

2.8 

58 

U  S  Home 

263.0 

20%-  3V2 

13l/8 

8.72 

1.5 

0.93 

14 

0.32 

2.4 

146 

Rockwell  Intl 

262.0 

35V2-  8% 

32  Vi 

13.39 

2.4 

2.52 

13 

0.88 

2.7 

218 

AMP 

259.2 

112  -29  Vi 

110 

19.91 

5.5 

4.00 

28 

1.60 

1.5 

227 

National  Svc  Inds 

257.9 

43  -10% 

38i/4 

18.17 

2.1 

3.37 

1 1 

1.20 

3.1 

133 

Dun  &  Bradstreet 

255.6 

70  -15% 

62 

8.96 

6.9 

2.87 

22 

1.60 

2.6 

195 

Curtice-Bums 

255.3 

27  -  6% 

25% 

13.26 

1.9 

2.40 

11 

0.69 

2.7 

54 

Nucor 

255.2 

411/8-101/s 

37 

16.60 

2.2 

1.75 

21 

0.32 

0.9 

167 

Kelly  Services 

253.6 

47'/2-10% 

44 

12.73 

3.5 

2.33 

19 

1.00 

2.3 

258 

SEDCO 

252.7 

49  _  8y8 

351/8 

20.10 

1.7 

5.95 

0.58 

1.7 

228 

Motorola 

252.0 

150  -36 

140% 

44.40 

3.2 

5.30 

26 

1.60 

1.1 

186 

Fleming  Cos 

250.0 

31'/8-  75/8 

28 

13.09 

2.1 

2.24 

13 

0.72 

2.6 

422 

Munford 

247.9 

27  -  4% 

20% 

12.68 

1.6 

1.72 

12 

0.50 

2.4 

46 

Xeledyne 

246.8 

1 743/4-47% 

165'/8 

101.00 

1.6 

12.14 

14 

none 

0.0 

237 

Ametek 

243.8 

26  -  7Vi 

26 

7.26 

3.6 

1.41 

18 

0.80 

3.1 

337 

Lowe's  Companies 

243.8 

32%-  5'/2 

24% 

5.96 

4.2 

1.16 

21 

0.32 

1.3 

142 

Borg-Warner 

241.8 

27%-  6% 

24V4 

16.19 

1.5 

1.95 

12 

0.84 

3.5 

194 

Tyco  Laboratories 

241.8 

29%-  8% 

28% 

17.29 

1.7 

2.18 

13 

0.70 

2.4 

233 

Avery  International 

240.0 

253/4_  714 

251/2 

10.34 

2.5 

1 .62 

16 

0.52 

2.0 

60 

Republic  New  Vork 

238.6 

50  -11% 

391/2 

29.78 

1.3 

5.54 

7 

1.52 

3.8 

77 

Allied  Bancshares 

235.1 

27V2-  6% 

21 

9.92 

2.1 

2.51 

8 

0.76 

3.6 

406 

Super  Food  Services 

233.9 

30  -  5% 

27  Vi 

10.10 

2.7 

1.94 

14 

0.40 

1.5 

98 

Dibrell  Brothers 

233.3 

27%-  5'/i 

20 

18.07 

1.1 

3.39 

6 

0.80 

4.0 

43 

Todd  Shipyards 

231.7 

41%- 10% 

34 

27.32 

1.2 

4.67 

7 

1.32 

3.9 

112 

Revco  D  S 

230.9 

361/4-  91/8 

34% 

11.59 

3.0 

2.22 

15 

0.68 

2.0 

286 

Univar 

229.8 

35  -  6% 

23  >/2 

17.58 

1.3 

1.26 

19 

0.68 

2.9 

126 

Albertson's 

228.1 

30  %-  8% 

30 '/4 

10.44 

2.9 

1.98 

15 

0.60 

2.0 

239 

Holiday  Inns 

227.5 

59  -13% 

53% 

24.94 

2.2 

3.15 

17 

0.84 

1.6 

81 

Hewlett-Packard 

226.0 

48 1/4_  10 1/2 

36% 

9.37 

3.9 

1.69 

22 

0.18 

0.5 

902 

Chrysler 

223.2 

35%-  3 

27% 

-5.61 

NE 

1.62 

17 

none 

0.0 

153 

New  York  Times 

222.9 

30%-  6 

30 

8.75 

3.4 

1.73 

17 

0.48 

1.6 

373 

Macmillan 

221.6 

38%-  9'/2 

30% 

15.42 

2.0 

2.35 

13 

0.80 

2.6 

787 

Pantry  Pride 

221.4 

7%-  1% 

5% 

-3.68 

NE 

0.19 

30 

none 

0.0 

148 

Flickinger 

220.8 

28%-  6'/s 

25 

13.95 

1.8 

2.42 

10 

0.66 

2.6 

169 

Thriftimart 

218.8 

51  -15'/8 

51 

64.46 

0.8 

4.81 

11 

1.60 

3.1 

319 

Archer  Daniels  Midland 

218.0 

26V2-  7% 

23 'A 

16.64 

1.4 

1.35 

17 

0.14 

0.6 

211 

Masco 

217.0 

37  -  9% 

31 1/2 

10.44 

3.0 

1.76 

18 

0.44 

1.4 

Life  Investors 

216.7 

34  -10 

33% 

26.12 

1.3 

2.89 

12 

0.24 

0.7 

217 

Zapata 

216.2 

39%-  51/4 

16% 

20.86 

0.8 

2.45 

7 

0.84 

s  1 

205 

R  R  Donnelley  &  Sons 

214.7 

48  -11% 

42% 

16.43 

2.6 

2.88 

15 

0.84 

2.0 

850 

Scot  Lad  Foods 

214.3 

11%-  3'/2 

11 

8.18 

1.3 

-0.11 

def 

none 

0.0 

685 

Fidelcor 

209.9 

37%-  8% 

35  Vi 

40.17 

0.9 

8.43 

4 

2.20 

6.2 

1  30 

Big  V  Supermarkets 

208.6 

165/8-  2% 

\2lA 

6.65 

1.9 

1.20 

10 

0.40 

3.2 

203 

Hershey  Foods 

207.9 

35  -  8% 

31% 

16.99 

1.9 

2.99 

11 

1.15 

3.6 

425 

North  Amer  Philips 

207.4 

79%-23'/2 

78 

56.57 

1.4 

6.31 

12 

1.70 

2.2 

302 

Circle  K 

207.2 

25  -  7% 

24 

6.16 

3.9 

1.63 

15 

0.74 

3.1 

312 

West  Point-Pepperell 

206.5 

53  -13% 

50 

38.33 

1.3 

5.10 

10  . 

2.20 

4.4 

204 

Manhattan  Industries 

206.5 

25%-  4'/4 

24% 

15.64 

1.6 

2.01 

12 

0.30 

1.2 

447 

Santa  Fe  Industries 

205.1 

36%-  9% 

30 

29.60 

1.0 

2.21 

14 

1.00 

3.3 

137 

Barnett  Banks  Fla 

204.9 

41  -ll'/s 

39 '/» 

23.64 

1.7 

4.44 

9 

1.20 

3.1 

Banc  One 

203.4 

31%-  7  % 

29V* 

14.19 

2.1 

2.60 

11 

0.96 

3.3 

Note:  Except  as  footnoted,  price  changes  are  measured  from  Dec.  29, 1978  to  Nov  15, 1983  For  comparison,  the  five-year  change  in  the  Consumer  Price  Index 
was  54.9%. 

'Not  ranked  last  year,    def:  deficit.    NE:  negative  equity 
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Who's  where  in  the  stock  market 


Recent 

Latest 

5-year 

1979-83 

price/ 

12-month 

Price/ 

Indicated 

Rank 

price 

price 

Recent 

Book  value 

book 

earnings 

earnings 

annual 

Currei 

• 

83 

82 

Company 

change 

range 

price 

(per  share) 

value 

per  share 

ratio 

dividend 

yield 

190 

* 

Cox  Communications 

203.1% 

55'/4-13% 

42 '/4 

$15.21 

2.8 

$2.49 

17 

$0.30 

0.7% 

191 

707 

G  C  Murphy 

202.1 

403/s-  9% 

36 'A 

33.74 

1.1 

3.73 

10 

1.28 

3.5 

192 

335 

H  H  Rnhprtsnn 

201.9 

42  -13% 

40 

29.07 

1.4 

3.62 

1 1 

1.60 

4.0 

193 

200 

Farm  House  Foods 

201.9 

7    -  1% 

6% 

3.04 

2.0 

0.03 

NM 

none 

0.0 

1  QA 

i  fit* 

Dover 

201.8 

38'/2-10 

31'/2 

12.61 

2.5 

2.10 

15 

0.74 

2.3 

195 

273 

Ceco 

201.1 

24'/2—  7'/2 

22% 

26.35 

0.8 

2.38 

9 

0.72 

3.2 

196 

105 

Washington  Post 

201.1 

72  -15% 

70 

18.32 

3.8 

4.37 

16 

0.66 

0.9 

197 

159 

Golden  West  Finl 

200.0 

30 1/2-  4'/2 

23  '/2 

7.66 

3.1 

3.70 

6 

0.06 

0.3 

198 

444 

Sheller-Globe 

200.0 

33 '/2-  4% 

27 

17.79 

1.5 

1.82 

15 

0.60 

2.2 

1  OQ 

IVo 

71  O 

Southern  Pacific 

200.0 

417/8-12'/2 

37% 

41.86 

0.9 

9.52 

4 

1.50 

4.0 

200 

92 

Alleghany 

199.4 

95  -17'/2 

64% 

42.55 

1.5 

5.51 

12 

1.08 

1.7 

201 

152 

Pioneer  Hi-Bred  Intl 

199.4 

34 'A-  9 

30'/« 

10.43 

2.9 

1.37 

22 

0.72 

2.4 

202 

177 

Abbott  Laboratories 

197.0 

533%- 14% 

50'/s 

10.74 

4.7 

2.70 

19 

1.00 

2.0 

203 

402 

Dorsey 

196.8 

445/s-12 

34% 

23.49 

1.5 

3.19 

11 

1.20 

3.4 

Blount 

196.3 

19'/2-  41/h 

12'/2 

7.32 

1.7 

1.59 

8 

0.30 

2.4 

205 

299 

Westinghouse  Electric 

196.2 

53%-16'/2 

49'/4 

36.31 

1.4 

4.66 

11 

1.80 

3.7 

206 

229 

Time  Inc 

195.9 

78%- 17% 

63  Vt 

23.73 

2.7 

2.51 

25 

1.00 

1.6 

207 

166 

A  C  Nielsen 

194.6 

393/4-103/8 

341/4 

9.95 

3.4 

2.20 

16 

0.68 

2.0 

208 

254 

Pitney  Bowes 

193.0 

353/4-10% 

34'/4 

14.32 

2.4 

2.04 

17 

0.92 

2.7 

OO/ 

Shaklee 

191.6 

42 'A-  6% 

19'/2 

9.69 

2.0 

2.71 

7 

0.72 

3.7 

210 

339 

A  H  Robins 

191.4 

29%-  65/s 

25  Vi 

13.29 

1.9 

2.37 

1 1 

0.68 

2.7 

211 

263 

Fleet  Financial 

190.8 

50V4-15 

471/4 

37.03 

1.3 

6.71 

7 

2.40 

5.1 

212 

236 

Kane-iWiller 

190.6 

\9Vg-  6% 

191/4 

38.82 

0.5 

-2.47 

def 

0.28 

1.5 

213 

145 

General  Re 

189.8 

73  -18% 

64% 

25.29 

2.5 

4.73 

14 

1.28 

2.0 

•714. 

*1 1  -4 

-DO 

Armstrong  Rubber 

189.8 

44 %-  7'/4 

35  Vi 

35.37 

1.0 

4.64 

8 

0.80 

2.3 

215 

220 

Morrison-Knudsen 

189.7 

46  'A-  9% 

28  Vi 

29.98 

0.9 

3.74 

8 

1.32 

4.7 

216 

356 

PPG  Industries 

189.6 

37'/4-ll% 

34% 

24.55 

1.4 

2.96 

12 

1.28 

3.7 

217 

38 

Amer  Medical  Intl 

189.5 

371/4—  6 1/2 

24'/a 

9.15 

2.6 

2.05 

12 

0.48 

2.0 

218 

344 

Equifax 

188.0 

37%-  8'/2 

29% 

10.43 

2.9 

2.32 

13 

1.60 

5.4 

219 

226 

Turner  Construction 

187.6 

42l/2-12'/2 

37% 

22.52 

1.7 

5.73 

7 

2.00 

5.3 

220 

336 

Bausch  &  Lomb 

187.2 

35  -  8% 

28 

10.47 

2.7 

1.49 

19 

0.78 

2.8 

221 

122 

Fort  Howard  Paper 

187.0 

62  -17% 

55'/4 

16.40 

3.4 

3.73 

15 

1.32 

2.4 

222 

442 

KN  Energy 

186.9 

56  -145/s 

44% 

18.27 

2.4 

3.47 

13 

1.48 

3.3 

223 

360 

Phillips-Van  Heusen 

184.9 

21  '/a-  5 

18% 

18.31 

1.0 

2.17 

9 

0.40 

2.1 

HA 

Ball  Corp 

184.4 

363/g-  9'/2 

32 

20.96 

1.5 

3.39 

9 

1.16 

3.6 

225 

240 

First  Union 

183.9 

41%-  9  % 

39% 

27.61 

1.4 

5.28 

8 

1.36 

3.4 

226 

562 

Amstar 

183.6 

50s/8-14 

453/a 

40.56 

1.1 

3.16 

14 

1.90 

4.2 

227 

266 

Service  Merchandise 

180.9 

27  -  3% 

23% 

7.08 

3.4 

1.30 

18 

0.08 

0.3 

228 

601 

Uniroyal 

180.0 

17%-  3% 

15% 

17.60 

0.9 

0.84 

19 

none 

0.0 

229 

310 

Bell  &  Howell 

179.4 

283/4-  73/s 

22 

15.24 

1.4 

2.93 

8 

0.50 

2.3 


230 

349 

Roadway  Services 

179.3 

71V4-22 

69% 

22.75 

3.0 

4.59 

15 

1.80 

2.6 

231 

106 

Ryder  System 

178.7 

61%- 14% 

58 

25.00 

2.3 

4.16 

14 

1.08 

1.9 

232 

275 

Wachovia 

177.9 

471/s-15'/4 

45  Vi 

27.96 

1.6 

4.72 

10 

1.56 

3.4 

233 

Global  Marine 

177.8 

36'/2-  3'/2 

9% 

14.85 

0.6 

2.04 

5 

0.24 

2.6 

1  0* 

Anheuser-Busch  Cos 

176.3 

77  -19% 

655/s 

34.10 

1.9 

6.37 

10 

1.76 

2.7 

235 

109 

Weis  Markets 

176.3 

403/s-  9% 

28% 

1 1.89 

2.4 

2.33 

12 

0.56 

1.9 

236 

68 

Cincinnati  Milacron 

176.1 

463/4-10 

30% 

14.53 

2.1 

-0.65 

def 

0.72 

2.4 

237 

274 

Ruddick 

175.4 

29Vs-  6% 

22% 

17.62 

1.3 

2.64 

8 

0.77 

3.4 

238 

295 

Morton  Thiokol 

174.9 

80'/2-21'/4 

793/s 

32.78 

2.4 

5.50 

14 

1.76 

2.2 

239 

510 

Outboard  Marine 

174.6 

463A-  8% 

46 

38.12 

1.2 

4.51 

10 

1.04 

2.3 

240 

191 

Martin  Marietta 

172.8 

43'/4-13'/4 

36% 

15.15 

2.4 

3.37 

1 1 

1.34 

3.7 

241 

197 

Citizens  &  Sthrn  Ga 

172.5 

15%-  4% 

13% 

10.96 

1.2 

1.83 

7 

0.64 

4.7 

2A2. 

441 

AMR 

171.7 

38'/4-  6% 

36 

22.07 

1.6 

2.18 

17 

none 

0.0 

243 

700 

Cone  Mills 

170.7 

63'/2-22'/2 

61% 

60.95 

1.0 

2.93 

21 

1.60 

2.6 

244 

288 

Shell  Oil 

170.0 

65'/2-15l/8 

43% 

33.30 

1.3 

4.92 

9 

2.00 

4.6 

245 

154 

Wyman-doroon 

1 7n  n 

371/4—]  1 

33% 

15  01 

2.2 

2. 16 

16 

0.80 

2.4  ' 

246 

199 

Times  Mirror 

169.8 

88  -28 

80'/. 

28.92 

2.8 

•  5.00 

16 

2.00 

2.5 

247 

175 

Deluxe  Check  Printers 

168.3 

47%- 12 

40% 

11.23 

3.6 

3.24 

12 

1.36 

3.4 

248 

328 

Arkla 

168.2 

29%-  7% 

21% 

9.64 

2.2 

1.56 

14 

1.04 

4.9 

249 

165 

Control  Data 

168.1 

64%- 14 1/2 

46 '/4 

46.10 

1.0 

4.05 

11 

0.60 

1.3 

250 

467 

Alexander's 

168.0 

183/8-  5'/8 

16% 

14.14 

1.2 

1.03 

16 

none 

0.0 

251 

751 

Harris  Bankcorp 

167.0 

73'/2-205/8 

70% 

57.72 

1.2 

5.00 

14 

2.32 

3.3 

252 

377 

Alexander  &  Baldwin 

165.7 

46'/4-16'/4 

45  Vi 

39.22 

1.2 

5.30 

9 

2.00 

4.4 

Note:  Except  as  footnoted,  price  changes  are  measured  from  Dec  29,  1978  to  Nov  IS,  1983  For  comparison,  the  five-year  change  in  the  Consumer  Price  Ind 

was  54.9%. 

*Not  ranked  last  year.    NM:  not  meaningful    def:  deficit 
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io's  where  in  the  stock  market 


Recent 

Latest 

5-year 

1979-83 

price/ 

12-month 

Price/ 

Indicated 

Rank 

price 

price 

Recent 

Book  value 

book 

earnings 

earnings 

annual 

Current 

82 

Company 

change 

range 

price 

(per  share) 

value 

per  share 

ratio 

dividend 

yield 

i  sn 

loll 

... 
Alco  Standard 

164.6% 

tVJ  /4 — 1  1  /8 

313/. 
01/4 

tl  ft 

$10.00 

1  7 

1 .  / 

t9  7n 

1 9 

tl  16 
$1.10 

0. 1  /o 

1  Oft 

II v  t          |  r  1 1  i)  ii  ill   I  'i  in 

DdXlcl  lldvcnUl  JLaUS 

164.0 

213A  07/„ 
O  1  /8 —    O  /8 

971/a 

Z  /  /8 

7  ^9 
/  .DZ 

3  6 
0.0 

1  si 

1  .J  1 

1  ft 
1 0 

n  9ft 

u.zo 

1  n 

1  iU 

213 

Melville 

162.6 

47%-ll% 

34% 

13.47 

2.6 

2.91 

12 

1.09 

3.1 

144 

Cabot 

162.2 

36%-10»/4 

26% 

20.20 

1.3 

2.00 

13 

0.92 

3.4 

307 

Colt  Industries 

161.9 

5C/2-17 

47% 

18.51 

2.6 

3.26 

15 

2.20 

4.6 

£.<\f 

I  Tniffirf  Virntnirl   ft  eric 
UIlllCU   Virginia  DSIn 

161.5 

o l  /a —  lu/l 

293/4 

93  s1; 

ZO.OO 

1  9 
1  .z 

4  9n 

7 

1  9ft 

1  .zo 

4  3 

00 

77 

ntisiuii  nuicn 

161.5 

6(114—99 

UU/  4 — Zz 

5gi/2 

21  31 

9  7 

z.  / 

3  06 
0.7O 

15 

1  sn 

1  .OU 

3  1 

0. 1 

592 

DeSoto 

160.4 

37'/4-10 

.  29% 

21.31 

1.4 

2.97 

10 

1.24 

4.2 

96 

Whittaker 

159.8 

50%- 11 5/8 

29% 

22.86 

1.3 

2.22 

13 

1.60 

5.4 

666 

Reichhold  Chemicals 

159.6 

38%-  9% 

30'/2 

24.32 

1.3 

2.03 

15 

0.60 

2.0 

159.4 

36 l/„_  1  1  5/„ 

OU  /4    1  1  /8 

34% 

1  ^  77 

LD.  f  f 

z.z 

3  no 

1 1 
1 1 

1  4fl 
1  .f  u 

4  1 

Ano 

American  Family 

159.0 

9  ("11/,—  C7A 
ZU  '4 —    □  /8 

1  Q3/a 

1117 

11.1/ 

1  7 

1  <^3 

1  .JO 

1  3 
10 

n  6n 

3  1 

353 

Monfort  of  Colorado 

158.7 

21'/s-  3% 

14% 

11.36 

1.3 

3.48 

4 

none 

0.0 

504 

Witco  Chemical 

158.4 

35%-13% 

35% 

20.72 

1.7 

3.11 

11 

1.32 

3.7 

150 

Superior  Oil 

158.4 

50'/4-12i/4 

34 

18.12 

1.9 

1.63 

21 

0.20 

0.6 

■jUU 

_  ., 
Consol  rttigntways 

157.3 

59'/s— 18 

571/4 

36  Q7 

0D.7/ 

1  .J 

4  61 
1.01 

12 

1  ftn 

1  .OU 

3  1 
0. 1 

1  ^0 

1J7 

Centex 

157.1 

331/s—  1  1  1/t 

30 

18  27 

1  6 

9  4ft 

12 

U.iJ 

n  ft 
u.o 

192 

Bankers  Trust  NY 

156.4 

49l/2-16'/2 

42% 

49.86 

0.9 

7.90 

5 

2.25 

5.3 

386 

Southland 

155.8 

48'/4-ll1/4 

43 

19.48 

2.2 

3.39 

13 

0.84 

2.0 

202 

American  General 

155.8 

24'/s-  8% 

23l/s 

19.25 

1.2 

2.86 

8 

0.80 

3.5 

11C 
DID 

^luen,  rcduouy 

155.2 

391/,—  71/. 

Jl  /4 —    /  /4 

27% 

24  03 

1  2 

2  83 

10 

0  92 

3.3 

\A/ri>t*.  (~* nncniiilntitH 
Will  It  ^OIIMJI  lutl  ICU 

154.8 

45%— 17 

43 

36  09 

1.2 

3  06 

14 

1  50 

3.5 

317 

Quaker  Oats 

154.6 

60%-22 

58 '/4 

31.94 

1.8 

3.03 

19 

2.20 

3.8 

833 

Zenith  Radio 

153.4 

34y2-  77/8 

32% 

14.42 

2.3 

0.85 

38 

none 

0.0 

147 

Shawmut 

153.4 

40V2-14% 

37% 

43.95 

0.9 

4.67 

8 

1.92 

5.1 

9"?7 

ZJ/ 

ndrvcy  nuuutn 

153.1 

371/4-1  91/s 

O  /  /4 —  Xl/H 

3fWa 

17.69 

1.7 

2  48 

12 

1.24 

4.1 

269 

152.6 

9SV4-  4'/» 

/  * —    *r  /a 

18 

6.14 

2.9 

1.13 

16 

0.46 

2.6 

342 

Dorchester  Gas 

152.4 

29%-  5% 

13  Va 

7.96 

1.7 

1.01 

13 

0.16 

1.2 

168 

Springs  Industries 

151.7 

45  -12% 

37V8 

44.94 

0.8 

3.60 

10 

1.52 

4.1 

248 

City  Investing 

150.5 

39%-13'/4 

34i/8 

30.81 

1.1 

2.98 

11 

1.80 

5.3 

45 

i  y»oii  ruuua 

148.9 

17%-  35/8 

14 

7.19 

1.9 

1.64 

9 

0.08 

0.6 

303 

Rrictnl-  JW  vprc 
01131U1  in  y  cis 

148.3 

477/a_l  CJ3/S 

44% 

12.60 

3.5 

2.89 

15 

1.20 

2.7 

730 

BanCal  Tri-State 

148.0 

471/2-143/4 

45% 

40.67 

1.1 

5.55 

8 

1.20 

2.6 

452 

Jonathan  Logan 

147.9 

26'/2-  4% 

19% 

18.21 

1.1 

2.42 

8 

0.54 

2.8 

333 

Whirlpool 

147.7 

57  -14% 

47% 

24.02 

2.0 

4.64 

10 

2.00 

4.2 

1  04 

C 1 11  pnmnil  TnKairn 
31U  \_UH1II1I   X  UDdLtU 

146.9 

271/4—  9% 

20 

22.15 

0.9 

3.07 

7 

0.44 

2.2 

•3/ 

(  iillum  i  mil ii'i  11  nil 
VUHUIII  V_iUllipciIllC9 

146.8 

9(Wa_  W4 
ZU  /a —    D  /4 

15 

10.47 

1 .4 

1.66 

9 

0.56 

3.7 

117 

Freeport-McMoran 

146.7 

40%-  7% 

19% 

10.53 

1.9 

1.31 

15 

0.60 

3.1 

224 

Amer  Hospital  Supply 

145.7 

49  -15% 

43 

16.58 

2.6 

3.01 

14 

1.00 

2.3 

536 

Amer  Maize-Products 

144.9 

20%-  6V1 

17% 

21.52 

0.8 

0.68 

25 

0.52 

3.0 

/  JO 

noover 

144.6 

ZO  /8 —    O  /8 

25% 

13.93 

1.8 

1.77 

14 

1.00 

3.9 

1  Q3 

Pfizer 

113  0 

4A3A    1 41/, 
/4 —  1  f  /2 

40 '/4 

12  82 

3.1 

2  59 

16 

1.16 

2.9 

214 

Western  Co  No  Amer 

143.8 

32'/8-  3% 

9% 

8.70 

1.1 

-0.25 

def 

none 

0.0 

417 

Allied  Stores 

143.7 

56!/2-18% 

53 

41.68 

1.3 

5.75 

9 

2.00 

3.8 

223 

Knight-Ridder  News 

143.1 

30!/2-  9% 

271/2 

11.71 

2.3 

1.73 

16 

0.64 

2.3 

919 

142.8 

93  — 32 Vi 

791/2 

30.04 

2.6 

3.15 

25 

0.44 

0.6 

Mrt  ft  n  rim 

i^onnrup 

149  6 

OR  1/.    9  73/, 
70  /4 — Z  /  /4 

86'/8 

32.60 

2.6 

4.83 

18 

1.80 

2.1 

184 

Levi  Strauss 

142.3 

56  -171/s 

42'/4 

23.37 

1.8 

4.49 

9 

1.85 

4.4 

* 

Fremont  General 

142.0 

33%-  5'/2 

15% 

11.78 

1.3 

-0.07 

def 

0.48 

3.0 

480 

Ethyl 

141.9 

29%-  9Vs 

26 

19.47 

1.3 

2.43 

11 

0.85 

3.3 

Jl7 

IU  International 

3n3/o  05/o 
OUv8 —   "  /8 

26% 

13.94 

1.9 

1.83 

15 

1.1s 

4.3 

201 

Federal-Mogul 

141.5 

34%-12'/2 

32 

19.51 

1.6 

2.77 

12 

1.40 

4.4 

407 

Clorox 

140.7 

36V2-  77/8 

25% 

13.48 

1.9 

2.92 

9 

1.04 

4.0 

245 

Jewel  Cos 

140.4 

54%-19% 

48% 

40.08 

1.2 

6.56 

7 

2.60 

5.4 

376 

Sun  Chemical 

140.0 

32  -12V8 

29V4 

22.09 

1.3 

2.08 

14 

0.48 

1.6 

380 

Security  Pacific 

139.8 

58'/2-18!/2 

50% 

44.24 

1.1 

7.21 

7 

2.24 

4.4 

383 

McDonald's 

139.6 

74 1/2_24  '/a 

73% 

25.51 

2.9 

5.53 

13 

1.00 

1.4 

635 

Robertshaw  Controls 

139.5 

30  -  9% 

29% 

20.26 

1.4 

2.38 

12 

0.93 

3.2 

348 

Gulf  &  Western  Inds 

138.9 

30'/8-10% 

27 

24.52 

1.1 

-2.86 

def 

0.90 

3.3 

189 

Newmont  Mining 

138.4 

79'/4-21'/2 

51% 

47.81 

1.1 

2.32 

22 

1.00 

2.0 

291 

Lear  Siegler 

137.5 

47%-17!/4 

42% 

27.70 

1.5 

4.02 

11 

1.60 

3.7 

225 

Bank  of  New  England 

137.3 

66'/4-17'/2 

47% 

49.90 

1.0 

7.97 

6 

2.60 

5.4 

272 

Signal  Cos 

137.2 

38%-13'/s 

31% 

23.52 

1.3 

0.79 

40 

0.90 

2.8 

Note:  Except  as  footnoted,  price  changes  are  measured  from  Dec.  29, 1978  to  Nov.  15, 1983.  For  comparison,  the  five-year  change  in  the  Consumer  Price  Index 
was  54.9%. 

*Not  ranked  last  year.    ^Four-year  price  change,    def:  deficit 
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Who's  where  in  the  stock  market 


Recent 

Latest 

5-year 

.1979-83 

price/ 

12-month 

Price/ 

Indicated 

Rank 

price 

price 

Recent 

Book  value 

book 

earnings 

earnings 

annual 

Curren 

83 

82 

Company 

change 

range 

price 

(per  share) , 

value 

per  share 

ratio 

dividend 

yield 

11  A 

PACCAR 

136.9% 

55  -18% 

54% 

$32.22 

1.7 

$1.70 

32 

$1.20 

2.2% 

117 

a/ 

109 

f-**rit*raii  f-lpf*trif* 
wtriicidl  L h c \. 1 1 i^. 

135.5 

57%-22 

55  Vi 

22.38 

2.5 

4.33 

13 

2.00 

3.6 

ii  & 

5  I  ft 

Cummins  Engine 

135.3 

78%-25% 

78% 

58.18 

1.3 

-2.62 

def 

2.00 

2.6 

11  O 

91K 

George  A  Hormel 

134.7 

31'/2-12'/4' 

28% 

25.56 

1.1 

2.54 

11 

1.00 

3.5 

320 

163 

Western  Union 

133.6 

54!/4-15'/8 

35% 

34.88 

1.0 

3.17 

11 

1.40 

3.9 

191 

910 

Aufn  Data  Prnrp<£inp 

133.2 

441/2-14% 

34  % 

12.04 

2.8 

1.91 

18 

0.56 

1.6 

199 

Combined  Internatl 

132.9 

42%- 16% 

41% 

21.12 

2.0 

3.45 

12 

2.00 

4.8 

191 

A1 1 

Dennison  Mfg 

132.5 

39  -15'/8 

34% 

19.76 

1.8 

2.61 

13 

1.60 

4.6 

194 

in*; 

Heck's 

132.5 

19%-  6% 

15'/2 

11.58 

1.3 

0.73 

21 

0.28 

1.8 

325 

430 

LTV 

132.lt 

26 '/s-  65/8 

15% 

22.03 

0.7 

-5.22 

def 

0.25 

1.6 

Ji-O 

14.1 

American  Express 

131.8 

49%- 12% 

33% 

15.97 

2.1 

3.45 

10 

1.28 

3.8 

197 

Gulf  United 

130.8 

30  %- 12% 

30 

22.96 

1.3 

3.23 

9 

NM 

19(1 

d  i  9 

Hercules 

130.5 

431/s-15'/8 

37% 

24.18 

1.6 

2.75 

14 

1.44 

3.8 

190 

Kimberly-Clark 

130.3 

99  -37% 

94  Vi 

62.97 

1.5 

7.54 

12 

4.20 

4.5 

330 

922 

Yellow  Freight  System 

129.5 

46%- 10% 

44% 

15.53 

2.9 

2.61 

17 

0.92 

2.1 

>  j  i 
j  j  t 

265 

Nalco  Chemical 

129.0 

37  -13'/8 

30% 

8.47 

3.6 

1.56 

20 

1.20 

3.9 

Mercantile  Xexas 

128.0 

36%- 12% 

28  Vi 

22.26 

1.3 

4.24 

7 

1.28 

4.5 

jjj 

277 

Texas  Commerce  Bshs 

127.7 

46%- 17% 

41% 

27.30 

1.5 

5.49 

7 

1.42 

3.5 

334 

518 

Monsanto 

127.7 

116%-42'/4 

107 

85.96 

1.2 

7.92 

14 

4.20 

3.9 

335 

456 

May  Dept  Stores 

126.5 

63  -18 

53  Vi 

35.82 

1.5 

5.85 

9 

2.00 

3.7 

33/; 

289 

Ryan  Homes 

126.4 

50  -12 

36  Vi 

16.35 

2.2 

2.47 

15 

1.00 

2.7 

337 

913 

Kaiser  Steel 

126.0 

50%- 13% 

41% 

35.20 

1.2 

-1.10 

def 

none 

0.0 

338 

135 

American  Intl  Group 

125.8 

77%-25'/2 

61  Vs 

31.38 

1.9 

5.97 

10 

0.44 

0.7 

no 

379 

Illinois  Tool  Works 

125.4 

55'/2-20'/4 

55'/2 

24.52 

2.3 

3.85 

14 

1.16 

2.1 

340 

650 

Gerber  Products 

125.4 

42%-ll% 

40 

21.12 

1.9 

3.33 

12 

1.48 

3.7 

341 

79 

Marsh  Supermarkets 

125.0 

20%-  4  Ve 

13'/2 

11.88 

1.1 

1.12 

12 

0.48 

3.6 

341 

Pay'n  Save 

125.0 

2  73/9-  8V4 

25% 

14.32 

1.8 

1.90 

14 

0.56 

2.2 

341 

419 

Wheeling-Pitts  Steel 

125.0 

40'/8-10% 

23% 

80.50 

0.3 

-23.53 

def 

none 

0.0 

344 

641 

Ralston  Purina 

124.2 

27 'A-  9% 

25 '/2 

10.84 

2.4 

2.58 

10 

0.84 

3.3 

345 

162 

Handy  &  Harman 

123.6 

34  Vi-  7% 

17% 

9.12 

1.9 

0.62 

29 

0.60 

3.4 

346 

Sun  Banks 

123.3 

29 '/J- 10% 

28% 

20.01 

1.4 

2.92 

10 

1.20 

4.2 

347 

234 

Bank  of  Boston 

123.0 

47%-16>/2 

40% 

48.70 

0.8 

7.65 

5 

2.32 

5.7 

348 

262 

American  Brands 

122.8 

58'/4-23% 

56  Vt 

34.70 

1.6 

6.75 

8 

3.60 

6.4 

349 

308 

Malone  &  Hyde 

122.8 

33  -10% 

31% 

12.18 

2.6 

2.21 

14 

0.84 

2.6 

350 

216 

Vulcan  Materials 

122.7 

70  -28 

63% 

37.54 

1.7 

3.83 

17 

2.44 

3.8 

351 

362 

Alcan  Aluminium 

122.1 

41%-15% 

37% 

29.48 

1.3 

0.20 

NM 

0.90 

2.4 

352 

612 

Eaton 

121.2 

52%-20'/4 

51% 

27.40 

1.9 

0.56 

NM 

0.80 

1.6 

353 

Midlantic  Banks 

120.8 

42%- 15 

39% 

37.42 

1.1 

8.02 

5 

2.00 

5.1 

354 

436 

Trane 

120.7 

43%-16'/4 

42% 

27.32 

1.6 

2.49 

17 

1.36 

3.2 

355 

385 

Gordon  Jewelry 

120.6 

30  -11% 

28% 

25.62 

1.1 

2.35 

12 

0.56 

2.0 

356 

366 

American  Petrofina 

119.8 

7 1  %-24 

551/2 

52.01 

1.1 

4.31 

13 

3.20 

5.8 

357 

597 

A  E  Staley  Mfg 

119.4 

42'/2-ll% 

24% 

23.19 

1.1 

0.31 

NM 

0.80 

3.3 

358 

632 

Genesco 

119.4 

11 '/s-  2% 

8% 

4.09 

2.1 

-0  06 

def 

none 

0.0 

359 

566 

Avondale  Mills 

119.3 

46  -13% 

39% 

41.13 

1.0 

5.02 

8 

1.40 

3.5 

360 

280 

NCR 

119.0 

135l/4-38% 

132'/2 

72.41 

1.8 

9.80 

14 

2.60 

2.0 

361 

• 

CBT 

119.0 

30'/2-12% 

29  % 

31.34 

0.9 

4.76 

6 

1.64 

5.6 

362 

390 

Universal  Leaf 

118.8 

42'/4-15'/2 

37% 

24.71 

1.5 

4.22 

9 

1.76 

4.7 

363 

574 

InterNorth 

118.8 

49%- 16% 

37% 

30.80 

1.2 

4.73 

8 

2.32 

6.1 

364 

579 

Burlington  Inds 

118.4 

43  -14% 

37% 

40.16 

0.9 

3.10 

12 

1.52 

4.1 

365 

252 

Crown  Central  Petroleum 

118.4 

43%-  8'/2 

19'/4 

30.36 

0.6 

0.06 

NM 

0.80 

4.2 

366 

318 

Standard  Oil  Ohio 

118.2 

91'/2— 20 

46% 

29.20 

1.6 

6.71 

7 

2.60 

5.6 

367 

498 

Borden 

118.1 

61  -19% 

55% 

46.97 

1.2 

6.23 

9 

2.44 

4.4 

368 

206 

McKesson 

118.0 

51  -17% 

40% 

29.38 

1.4 

3.76 

11 

2.40 

5.9 

369 

290 

Insilco 

116.7 

25  '/2—  8'/s 

18'/8 

13.85 

1.3 

1.85 

10 

1.00 

5.5 

370 

458 

King  Kullen  Grocery 

116.3 

32  -11 

26  % 

40.05 

0.7 

4.45 

6 

0.50 

1.9 

371 

396 

National  Gypsum 

116.1 

35%-15% 

33% 

29.66 

1.1 

2.31 

15 

1.56 

4.7 

372 

259 

Gannett 

115.8 

48  -17% 

391/8 

11.65 

3.4 

2.33 

17 

1.28 

3.3 

373 

143 

Kroger 

115.4 

47%-14 

38% 

29.72 

1.3 

3.51 

11 

2.00 

5.2 

374 

281 

CNA  Financial 

115.0 

22%-lOVs 

21>/2 

20.83 

1.0 

3.07 

7 

none 

0.0 

375 

371 

Reading  &  Bates 

115.0 

39%-  5% 

12% 

15.24 

0.8 

1.11 

11 

0.40 

3.2 

376 

367 

Pueblo  International 

114.7 

11%-  2'/4 

9% 

10.55 

0.9 

0.80 

11 

0.16 

1.8 

377 

532 

Scott  Paper 

114.6 

30%-13% 

29% 

31.04 

1.0 

1.93 

15 

1.00 

3.4 

378 

179 

Figgie  Intl  Holdings 

114.5 

26 '/s-  8'/s 

22% 

27.59 

0.8 

3.61 

6 

0.68 

3.1 

Note:  Except  as  footnoted,  price  changes  are  measured  from  Dec  29, 1978  to  Nov  15, 1983  For  comparison,  the  five-year  change  in  the  Consumer  Price  Inde 

was  54.9%. 

'Not  ranked  last  year    tPrice  change  does  not  reflect  the  value  of  shares  received  in  spinoff.    NM:  not  meaningful,    def.  deficit. 
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o's  where  in  the  stock  market 


Recent 

Latest 

5-year 

1979-83 

price/ 

12-month 

Price/ 

Indicated 

ink 

price 

price 

Recent 

Book  value 

book 

earnings 

earnings 

annual 

Current 

82 

Company 

change 

range 

price 

(per  share) 

value 

per  share 

ratio 

dividend 

yield 

537 

Consolidated  Edison 

1  14.U  /o 

ZO  78—      7  78 

1/13/. 

CO  c  oc 
oZo.yb 

i  n 

1  .U 

C    "2  Q7 

o>  o.y / 

o 

7  AO/ 

/  -  O  /o 

439 

Maryland  National 

ill  V 
1  1  J.o 

OA/4—  1Z/2 

3  1 

U.o 

A  Ql 

4.C5Z 

o 

1 

396 

SONAT 

113.4 

395/s-  15% 

33% 

28.07 

1.2 

5.26 

6 

1.55 

4.6 

381 

Corestates  Financial 

113.1 

35%-  11% 

30  Vi 

33.44 

0.9 

5.51 

6 

1.86 

6.1 

411 

Denny's 

112.0 

38%-  77/s 

36% 

17.17 

2.1 

2.76 

13 

0.72 

2.0 

279 

TRW 

1 1  1  £ 
X  1 1*3 

70          X  7  l/o 

/  y   —  oo / 8 

/078 

AC\  CA 

1  o 
l.y 

A  QC 

4.yD 

ID 

1  Qf\ 

X  7 

O.  f 

507 

so  rview  cngianu  lei 

1  1  1  3 

*+U     —    1 0  /8 

XI 1  A 

Of  72 

17  H7 

1  A 
1 .4 

x.  on 
o.yu 

LU 

1  CI 

Z.DZ 

A  7 

343 

Consolidated  Foods 

111.2 

25%-  9% 

'24% 

16.20 

1.5 

2.93 

8 

1.30 

5.2 

619 

Maytag 

110.9 

56%-  21'/2 

48% 

14.30 

3.4 

3.93 

12 

2.95 

6.1 

270 

Frederick  &  Herrud 

110.5 

9%-  4 

8 

8.91 

0.9 

1.74 

5 

none 

0.0 

762 

Mohasco 

i  in  1 

ZD  72—  r 

ZZ  /8 

zo.yy 

U.o 

U.o(5 

1 A 
ZO 

n  xi 

u.oz 

1  A 
1 .4 

260 

Sundstrand 

1 1  n  i 

1 1U.Z 

O" VI—   Zl  /4 

ZO.  /  Z 

i  7 

1.  / 

1  10 

z.4y 

1  o 

i  y 

i  on 

1  .oU 

X  o 

o.y 

296 

Foster  Wheeler 

108.8 

30V2-  67/8 

14% 

10.40 

1.4 

1.48 

10 

0.44 

3.0 

409 

R  J  Reynolds  Inds 

108.8 

635/s-  27 

59  % 

42.33 

1.4 

6.81 

9 

3.20 

5.4 

535 

U  S  Industries 

107.9 

183/4-  67/8 

16% 

17.34 

0.9 

1.35 

12 

0.76 

4.6 

608 

American  Cyanamid 

1U/." 

ins/a 
oy  —  zuv8 

CI  3 /„ 
DZ74 

0 1  .o  1 

1  7 

x  no 
o.uy 

1  7 

1  7£ 

1 .  /  D 

X  X. 
0.0 

338 

Union  Pacific 

in7  ft 

QA1/,  l^SA 
yO  V4—  ZDv4 

DO  72 

XA  AA 
04. 00 

1  .D 

X  17 

o.z/ 

1  A 
10 

i  (in 

3  A 
0.4 

832 

Arvin  Industries 

107.6 

30%-  9% 

27'/2 

22.60 

1.2 

1.77 

16 

1.12 

4.1 

271 

Unocal 

107.5 

56V2-  13% 

29'/2 

27.33 

1.1 

3.88 

8 

1.00 

3.4 

418 

Murphy  Oil 

107.0 

64  -  13% 

30% 

24.60 

1.2 

4.00 

8 

1.00 

3.3 

414 

•II  n 

Hammermill  Paper 

in/,  o 
luo.y 

A  CI/.        1  Q 
4D  74—    1  O 

AC\A 
4D  /4 

AA  1  7 
44. 1  / 

i  n 

1  .u 

1  OO 

i  .yz 

1A 
Z4 

1  ftA 
1  .B4 

A  1 
4. 1 

84 

Mission  Insurance 

1  OA  A 

iuo.o 

41            1  3  lA 
41     —    1 0  /2 

1  fi 

Zo 

1  O  QA 

i  y  .y4 

1  A 
1 .4 

1  A7 

Z.4  / 

1  1 
1  1 

i  no 
1  .uu 

3  A 

O.O 

542 

Westvaco 

106.4 

36%-  16'/2 

35% 

28.22 

1.2 

2.30 

15 

1.20 

3.4 

429 

NCNB 

106.3 

29%-  10 

24% 

21.95 

1.1 

3.68 

7 

1.12 

4.5 

563 

J  C  Penney 

106.2 

67%-  195/s 

62% 

43.95 

1.4 

5.54 

11 

2.16 

3.4 

715 

Sears,  Roebuck 

IftK  7 
1UD./ 

AC.\/a         1  A  A/a 

4D  v  8—    1  4  /8 

4U  /8 

ZD.  Uo 

1  A 

1.0 

X  7X 
0.00 

i  i 

1Z 

1  £.1 

1  -DZ 

7  7 

o.  f 

can 
3  51} 

Greyhound 

Oft           1  1 
Zo    —  11 

USA 

ZZ  /8 

ii  ii 

i  .u 

1  1ft 

Z.Zo 

1U 

1  .zu 

D.O 

868 

Singer 

105.7 

32V2-  6% 

27% 

16.92 

1.6 

0.01 

NM 

0.10 

0.4 

613 

Morse  Shoe 

105.7 

39%-  10 

31% 

20.28 

1.6 

3.05 

10 

0.60 

1.9 

488 

ENSERCH 

105.4 

40  -  11% 

23% 

17.95 

1.3 

1.72 

14 

1.60 

6.8 

368 

Did  Republic  intt 

IUd.I 

LA  \A      1  fll/. 
04  74—    1U  74 

O  1 

ZD.DU 

1  1 

1  .z 

A  A  fi 
4.4o 

7 

f 

n  on 

u.yu 

o  o 
z.y 

A  A  6. 

440 

Fischbach 

IfiA  7 
1U4./ 

^^l/o  103/, 

DD  V8—  iy  /4 

to  /8 

AS,  1  7 
■4D.  1  / 

1  1 

1 .  1 

7 

/  .oo 

A 
O 

9  A^ 

5  4 

684 

Carson  Pirie  Scott 

104.4 

44%-  12% 

35 

33.59 

1.0 

3.94 

9 

1.20 

3.4 

238 

Amerada  Hess 

104.1 

54%-  12% 

28 

30.53 

0.9 

2.27 

12 

1.10 

3.9 

75 

Brown-Forman  Dist 

103.7 

45 '/s-  15'/2 

345/s 

18.11 

1.9 

3.61 

10 

0.88 

2.5 

lot 

Ztib 

Safeco 

lUO.Z 

£jT\          0  73A 
OU     —   Z  /  v4 

DOv8 

Aft 

t  1 
l.Z 

A  AO 
O.OU 

O 
y 

1  fin 

d  a 

H.O 

34J 

Sun  Company 

i  no  o 
luz.y 

oyyg—  ZU/8 

AT.  l/o 
40  78 

AT  on 
4z.yu 

1  .u 

A  ^7 

4.D  / 

o 
y 

z.ou 

J  .O 

522 

Zale 

101.6 

34  -  15 

32% 

35.58 

0.9 

1.78 

18 

1.26 

3.9 

359 

Goodyear 

101.6 

36%-  10% 

32'/2 

33.14 

1.0 

2.32 

14 

1.40 

4.3 

284 

Worthington  Inds 

101.0 

28%-  9% 

24% 

7.65 

3.2 

1.25 

20 

0.52 

2.1 

3Z3 

Hyster 

1UU.4 

AQlA  IftlA 
OO  V2—   Zo  /2 

AA5A 
04J/8 

^1  ^A 
D  1  .DO 

1  X 

I  .o 

n  n^ 
u.uo 

MM 

l  .uu 

1  5 

4J/ 

Zurn  Industries 

1UU.U 

1 73/Q      l  /i  \/a 
0  /  v  8—   1 4  78 

zy 

Z4.Uo 

1  1 

1  01 

L.y  L 

i  n 

1  u 

1  19 

1  -OZ 

4  6 

484 

Ex-Cell-O 

99.8 

44!/2-  167/8 

36% 

29.06 

1.3 

3.37 

11 

1.60 

4.4 

879 

Allied  Corp 

98.7 

613/4-  2814 

56 '/s 

58.00 

1.0 

5.21 

11 

2.40 

4.3 

,420 

Wendy's  International 

98.5 

207/s-  33/4 

19% 

6.50 

3.0 

1.27 

15 

0.32 

1.6 

/in  i 

4U1 

ViAAa 

Kiaae 

Oft  1 

70.J 

37           1  X$A 
Of     —  !Ov4 

ZOv8 

O'+.ZH- 

3  65 

g 

1.10 

3.8 

ICQ 

030 

AsAKLU 

no  <-t 

Vo.z 

OOj/2—  lov8 

1 7I/i 
Z  /  /2 

oO.ZZ 

U.o 

n  ftn 

U.H-U 

1  5 

511 

Chubb 

98.1 

68%-  29% 

64% 

58.90 

1.1 

7.67 

8 

3.12 

4.8 

651 

Houston  Natural  Gas 

97.7 

63%-  21% 

43% 

30.85 

1.4 

4.66 

9 

1.82 

4.2 

130 

Charter 

97.6 

50-5 

10% 

24.90 

0.4 

0.83 

12 

1.00 

9.9 

Bemis 

07  Q 

A  X  1 A       1  05/o 
40  v2 —  iyv8 

J7  /2 

47.44 

0.8 

2.83 

14 

1.60 

4.1 

570 

North  American  Coal 

97.5 

49%-  19% 

39  Vi 

27.67 

1.4 

6.40 

6 

0.90 

2.3 

352 

Combustion  Eng 

96.9 

54%-  16% 

32  '/s 

25.96 

1.2 

3.54 

9 

1.84 

5.7 

* 

American  District 

96.9 

32%-  7% 

23% 

15.70 

1.5 

2.15 

11 

0.92 

3.9 

528 

Allegheny  Intl 

96.6 

55%-  14% 

28% 

36.17 

0.8 

^4.27 

def 

1.40 

4.9 

680 

Allen  Group 

96.3 

23%-  11% 

22% 

13.98 

1.6 

-0.13 

def 

0.40 

1.8 

692 

Pillsbury 

96.3 

37'/s-  13% 

36% 

22.10 

1.6 

3.40 

11 

1.40 

3.9 

321 

Philip  Morris 

95.7 

71   -  29% 

69 

29.09 

2.4 

6.88 

10 

2.90 

4.2 

824 

Great  Atl  &  Pac  Tea 

95.7 

14%-  3'/2 

11% 

8.81 

1.3 

0.70 

16 

none 

0.0 

196 

Fairchild  Industries 

95.6 

33%-  lO'/t 

21'/8 

21.53 

1.0 

1.32 

16 

0.80 

3.8 

415 

Travelers 

95.6 

34%-  16!/2 

33% 

35.37 

0.9 

3.97 

8 

1.80 

5.4 

297 

Texas  American  Bshs 

95.3 

45%-  15% 

35  Vi 

31.96 

1.1 

4.13 

9 

1.52 

4.3 

326 

Central  Steel  &  Wire 

94.4 

375  -180 

350 

412.38 

0.8 

42.58 

8 

20.00 

5.7 

Note:  Except  as  footnoted,  price  changes  are  measured  from  Dec.  29,  1978  to  Nov  15,  1983.  For  comparison,  the  five-year  change  in  the  Consumer  Price  Index 
was  54.9%. 

*Not  ranked  last  year    NM:  not  meaningful,    def:  deficit 
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Who's  where  in  the  stock  market 


Recent 

Latest 

5-year 

•  1979-83 

price/ 

12-month 

Price/ 

Indicated 

Rank 

price 

price 

Recent 

Book  value 

book 

earnings 

earnings 

annual 

Currei 

83 

82 

Company 

change 

range 

price 

(per  share) 

value 

per  share 

ratio 

dividend 

yield 

442 

430 

SCM 

94.1% 

39/2-16% 

33 

$52.69 

0.6 

$1.59 

21 

$2.00 

6.1% 

- 

1 

443 

544 

New  England  Electric 

93.5 

43%- 17  74 

41  78 

29.85 

1.4 

5.46 

8 

3.40 

8.3 

i 

444 

577 

Union  Carbide 

93.4 

73%-34 

65% 

73.54 

0.9 

3.13 

21 

3.40 

5.2 

445 

242 

United  States  Gypsum 

92.3 

577/s-253/4 

50'/4 

41.59 

1.2 

4.02 

13 

2.60 

5.2 

i 

446 

313 

McCormick 

92.2 

35%-13'/2 

27% 

15.09 

1.8 

2.43 

11 

0.88 

3.2 

i 

- 

447 

567 

First  Natl  State  Bcp 

92.1 

41  72- 15% 

387/8 

42.08 

0.9 

7.00 

6 

2.64 

6.8 

I 

448 

670 

Getty  Oil 

92.1 

10874-3572 

72  72 

64.46 

1.1 

5.36 

14 

2.60 

3.6 

: 

448 

610 

Torchmark 

92.1 

43  -16% 

42% 

34.37 

1.2 

4.68 

9 

1.60 

3.8 

II 

450 

699 

Celanese 

91.9 

793/4-39% 

77 

66.83 

1.2 

2.04 

38 

4.00 

5.2 

- 

451 

540 

F  W  Woolworth 

91.6 

393/8-15% 

37'/8 

31.57 

1.2 

4.46 

8 

1.80 

4.8 

; 

452 

657 

Household  Intl 

91.4 

34  — 13% 

33  72 

; 

25.89 

1 .3 

3.50 

10 

1 .70 

5.1 

: 

453 

209 

Raytheon 

91.4 

C7I/  TH/„ 

D  IVl— 21J/8 

44 72 

20.28 

2.2 

o.52 

16 

1 .40 

3.1 

- 

454 

555 

Carnation 

91.4 

52%-21 

50 

30.23 

1.7 

5.32 

9 

2.20 

4.4 

455 

549 

Parker-Hannifin 

91.3 

31%- 14% 

31 1/4 

17.83 

1.8 

1.41 

22 

1.04 

3.3 

n 

456 

138 

Perkin-Elmer 

90.9 

37l/2-131/8 

26% 

11.93 

2.2 

1.10 

24 

0.50 

1.9 

457 

582 

 ' — ■ — "  ;  

Intl  Minerals  &  Chem 

90.8 

OOV2—  2o72 

4a 

— ™  

38. 12 

1.2 

6.1 1 

1  A 

14 

2.0U 

c  0 
3.0 

458 

364 

Earle  M  Jorgensen 

90.8 

31J/4-13'/8 

283/8 

25.45 

1.1 

0.90 

32 

1.00 

3.5 

;i 

459 

504 

First  Natl  Supermkts 

90.6 

24  -  3% 

15% 

16.25 

0.9 

2.70 

6 

0.25 

1.6 

: 

460 

331 

Southeast  Banking 

89.9 

27%-12% 

23'/2 

24.50 

1.0 

3.14 

7 

1.08 

4.6 

\ 

461 

871 

Kellwood 

89.8 

43%-  8'/s 

25% 

25.84 

1.0 

3.87 

7 

— —  

0.80 

3.1 

462 

405 

 —  

Interpublic  Group 

89.6 

62  -25  Vi 

50% 

27.55 

1.8 

4.55 

1 1 

1.80 

3.5 

'■ 

463 

702 

Owens-Illinois 

89.5 

37  —17% 

117/ 

66  Vs 

49.87 

0.7 

1.30 

26 

1 .68 

5.0 

464 

276 

Stanley  Works 

89.3 

27  -11  '/4 

22 

14.50 

1.5 

1.63 

13 

0.76 

3.5 

il 

465 

587 

American  Natl  Ins 

88.9 

221/8-10'/8 

21  74 

27.80 

0.8 

3.20 

7 

0.96 

4.5 

il 

465 

357 

Gillette 

88.9 

5H/2-17% 

48% 

23.70 

2.1 

4.67 
 — —  

10 



2.44 

5.0 

fl 

40/ 

Zoo 

Tesoro  Petroleum 

88.5 

— 7~,  ™ — 

32  %—  73A 

14% 

23.67 

—  

0.6 

3.05 

5 

— rrr  

0.40 

— rrr 
2.8 

il 

40/ 

boll 

USF&G 

88.5 

5878-30% 

57  Vi 

48.57 

1.2 

5.70 

10 

3.84 

6.7 

469 

428 

Petrolane 

88.3 

26%-  7'/2 

141/8 

9.83 

1.4 

-0.66 

def 

0.50 

3.5 

4 

470 

oOJ 

Interco 

88.2 

85  -35V2 

67% 

62.36 

1.1 

5.73 

12 

2.88 

4.3 

a 

471 

346 

Delta  Air  Lines 

88.0 

51  -15% 

39% 

22.56 

1.7 

— rr  ' 

-1.51 

def 

0.60 

1.5 

ill 

472 

538 

 ; — : — -  

General  Signal 

87.9 

54  vi— 25 

50 72 

28.66 

1.8 

2.94 

1 7 

1 .68 

6.6 

i 

473 

851 

Mountain  Fuel  Supply 

87.4 

1*1/  nv 
3474—12% 

28 

17.49 

1.6 

3.32 

8 

1 .44 

5.1 

li 

474 

410 

General  Mills 

87.3 

57%-19 

55'/2 

25.68 

2.2 

5.21 

11 

2.04 

3.7 

II 

475 

421 

Bank  of  New  York 

87.2 

33t8-13'/2 

31 

34.58 

0.9 

5.60 

6 

1.84 

5.9 

! 

476 

256 

Honeywell 

87.1 

134  -591/2 

130 

94.31 

1.4 

9.99 

13 

3.60 

2.8 

477 

4/ / 

V4o 

 ;  ;  

Raymond  Intl 

86.4 



36  -  9% 



2 7  72 

24.46 

1.1 

2.41 

1 1 

none 

— rr" 

0.0 

ii' 

4/8 

"i  t  i 

Kemper 

86.4 

51%-19% 

37% 

48.81 

0.8 

4.64 

8 

1.80 

4.8 

II! 

4/y 

Q  A1 

oUZ 

Continental  Group 

86.1 

52  -25  V% 

50% 

51.38 

1.0 

4.88 

10 

2.60 

5.2 

11 

480 

595 

Armstrong  World  Inds 

86.1 

33%- 12% 

30 

23.71 

1.3 

2.15 

14 

1.10 

3.7 

.' 

481 

617 

United  Brands 

84.8 

27l/s-  6V1 

18% 

16.50 

1.1 

 ~~  1 

-9.50 

def 

none 

0.0 

4oZ 

!  cn 

Kaufman  &  Broad 

84.7 

25  74—  672 

16% 

1 1 .80 

1.4 



0. 10 

NM 

C\  Af\ 

U.4U 

T  A 

LA 

4oj 

oni 

oUJ 

Anchor  Hocking 

84.4 

1^1/  1 0 1/ 
34'/2— 13% 

31  72 

31.01 

1.0 

—0.46 

1  r 

del 

1.36 

A  1 

4.d 

| 

4o4 

71  Q 

Gulf  Resources  &  Chem 

84.3 

37%-  8% 

16% 

9.39 

1.7 

1.11 

15 

none 

0.0 

il 

453 

C7C 

Walter  E  Heller  Intl 

84.1 

34  -13% 

30% 

28.33 

1.1 

-1.12 

def 

NM 

— 

486 

478 

American  Home  Products 

84.0 

54%-21% 

51% 

11.19 

4.6 

3.88 

13 

2.40 

4.6 

Ifl 

4oo 

4oo 

Sterling  Drug 

84.0 

29y8-15'7'4 

28% 

14.16 

2.0 

2. 18 

lo 

1.12 

1  O 

if 

4oo 

170 

Irans  World 

83.6 

36%—  9% 

32% 

28.44 

1.1 

—1.42 

del 

none 

U.U 

ill 

4oV 

688 

Alcoa 

83.3 

47%-21% 

43% 

38.60 

1.1 

-0.04 

def 

1.20 

2.7 

490 

383 

Winn-Dixie  Stores 

83.0 

37%-14% 

32% 

14.74 

2.2 

2.68 

12 

1.56 

4.8 

491 

842 

Easco 

82.8 

23'/2-  9'/8 

20% 

16.45 

1.3 

1.48 

14 

0.88 

4.2 

li! 

4yz 

1 .4  3 

MCA 

82.5 

4278-18% 

37% 

21.44 

1.8 

3.36 

1 1 

— r—  

0.88 

1.6 

— 

111 

4V-J 

A1  O 
OlV 

Panhandle  Eastern 

82.5 

5274-20 

36'/2 

34.80 

1.0 

3.50 

10 

2.30 

6.3 

494 

187 

Seaway  Food  Town 

82.5 

14'/2-  6V4 

13 

16.54 

0.8 

1.58 

8 

0.68 

5.2 

is 

495 

407 

W  W  Grainger 

81.5 

63%-25 

59 

26.11 

2.3 

3.49 

17 

1.20 

2.0 

496 

625 

Square  D 

81.4 

40  -17% 

36  72 

17.32 

2.1 

2.16 

17 

1.84 

5.0 

497 

306 

Snap-On  Tools 

80.8 

33  -I6V2 

33 

11.49 

2.9 

1.88 

18 

0.88 

2.7 

10 

498 

720 

Gulf  Oil 

80.8 

54'/2-23 

42% 

57.27 

0.7 

.  5.33 

8 

3.00 

7.1 

1! 

499 

541 

Air  Prods  &  Chems 

80.4 

54%-23% 

42% 

30.97 

1.4 

3.55 

12 

1.00 

2.3 

'fl 

500 

550 

FMC 

80.4 

47%-21% 

43% 

39.15 

1.1 

4.73 

9 

1.80 

4.1 

IIS 

501 

681 

Harcourt  Brace  Jovan 

80.3 

29>/4-12'/2 

28% 

18.24 

1.6 

2.78 

10 

1.00 

3.5 

,;, 

502 

611 

Lincoln  National 

80.1 

64%-323/4 

64% 

65.30 

1.0 

6.92 

9 

3.36 

5.2 

R 

503 

369 

Johnson  &  Johnson 

80.0 

5172-21% 

44% 

14.80 

3.0 

2.65 

17 

1.10 

2.5 

'■ 

504 

494 

B  F  Goodrich 

79.9 

43%- 16% 

31 V* 

51.20 

0.6 

-0.82 

def 

1.56 

5.0 

1! 

Note:  Except  as  footnoted,  price  changes  are  measured  from  Dec.  29, 1978  to  Nov.  15, 1983.  For  comparison,  the  five-year  change  in  the  Consumer  Price  Inc 

was  54.9%. 

*NM:  not  meaningful    def:  deficit. 
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o's  where  in  the  stock  market 


Recent 

Latest 

5-year 

1979-83 

price/ 

12-month 

Price/ 

Indicated 

nk 

price 

price 

Recent 

Book  value 

book 

earnings 

earnings 

annual 

Current 

82 

Company 

change 

range 

price 

(per  share) 

value 

per  share 

ratio 

dividend 

yield 

534 

McDonnell  Douglas 

79.7% 

62%-20 

59% 

$47.24 

1.3 

$6.38 

9 

$1  42 

2.4% 

638 

Federated  Dept  Stores 

79.7 

69  -21'/4 

57'/2 

43.44 

1.3 

6.34 

9 

2.20 

3.8 

800 

Firestone 

79.4 

23  -  6'/s 

21% 

25.10 

0.9 

1.82 

12 

0.60 

2.8 

637 

First  Wisconsin 

79.4 

24%-  9% 

20% 

29.37 

0.7 

3.77 

5 

1.10 

5.3 

656 

Texas  Eastern 

79.0 

89  -33% 

60% 

52.52 

1.2 

5.33 

11 

4.10 

6.8 

596 

IC  Industries 

78.9 

49  -17'/8 

43% 

63.21 

0.7 

2.89 

15 

2.36 

5.4 

476 

Irving  Bank 

78.7 

58  -28'/2 

51% 

78.14 

0.7 

9.60 

5 

3.52 

6.9 

294 

Squibb 

78.6 

55%-24% 

50 

21.29 

2.3 

3.20 

16 

1.44 

2.9 

776 

Williams  Cos 

78.3 

497/8-125/8 

26% 

34.58 

0.8 

0.83 

32 

1.20 

4.5 

354 

Schlumberger 

78.1 

87'/8-27!/2 

50 

17.89 

2.8 

3.89 

13 

1.04 

2.1 

725 

Interlake 

77.7 

45  -22% 

407/s 

56.63 

0.7 

2.03 

20 

2.60 

6.4 

594 

Blue  Bell 

77.7 

40  -20 '/s 

367/s 

33.75 

1.1 

3.73 

10 

1.80 

4.9 

332 

Ohio  Casualty 

77.6 

56'/8-26% 

471/2 

43.76 

1.1 

5.39 

9 

2.52 

5.3 

721 

Allegheny  Power 

77.4 

27%-12'/8 

27!/2 

22.64 

1.2 

3.49 

8 

2.60 

9.5 

398 

Emerson  Electric 

77.2 

Or  VI— Zy'/2 

63  Vs 

22.73 

2.8 

4.42 

14 

2.30 

3.6 

575 

Cyclops 

77.0 

39  -13% 

31  Vs 

47.28 

0.7 

-3.47 

def 

1.10 

3.5 

438 

Dexter 

76.7 

29'/8-ll 

22 

11.00 

2.0 

1.79 

12 

0.72 

3.3 

462 

Chemical  New  York 

76.6 

56!/4-22l/s 

44 

61.08 

0.7 

8.49 

5 

3.24 

7.4 

784 

Nash  Finch 

75.9 

22-8 

17 

17.11 

1.0 

2.29 

7 

0.92 

5.4 

470 

First  Interstate  Bancp 

75.7 

47  -23  % 

42% 

43.85 

1.0 

5.58 

8 

2.24 

5.3 

330 

RepublicBank 

75.5 

38'/4-17'/4 

34 

31.23 

1.1 

5.24 

6 

1.64 

4.8 

474 

Tyler 

75.4 

31'/2-10'/2 

28i/2 

16.91 

1.7 

1.64 

17 

0.65 

2.3 

516 

Rollins 

75.3 

22 '/2-  7% 

16 

8.57 

1.9 

0.16 

NM 

0.70 

4.4 

520 

Gt  Northern  Nekoosa 

75.3 

36  -18'/2 

35  Vi 

32.95 

1.1 

2.87 

12 

1.40 

3.9 

783 

Consol  Natural  Gas 

75.0 

34'/g— 18 

33 '/4 

28.75 

1.2 

4.38 

8 

2.00 

6.0 

514 

W  R  Grace 

74.9 

63"/2-25% 

45 1/4 

45.43 

1.0 

3.21 

14 

2.80 

6.2 

378 

Leaseway  Transportation 

74.7 

47%-18% 

38% 

22.66 

1.7 

2.77 

14 

1.50 

3.9 

347 

Valero  Energy 

74.5t 

43%-10'/8 

20'/2 

16.93 

1.2 

2.32 

9 

0.44 

2.1 

481 

Transamerica 

74.4 

31'/2-l  4% 

29 

26.71 

1.1 

3.35 

9 

1.56 

5.4 

646 

Hoover  Universal 

73.7 

26'/2-10l/2 

25% 

12.91 

2.0 

2.22 

12 

0.92 

3.6 

309 

Consolidated  Papers 

73.6 

48  -23% 

46 

30.95 

1.5 

4  M 

11 

2.20 

4.8 

465 

Standard  Oil  Indiana 

73.5 

99!/2-26% 

49V8 

39.11 

1.3 

6.24 

8 

2.80 

5.7 

181 

Pacific  Resources 

72.9 

15%-  6% 

10% 

7.19 

1.5 

0.55 

19 

none 

0.0 

733 

Libbey-Owens-Ford 

72.8 

43%- 19%  - 

41'/4 

37.82 

1.1 

1.83 

23 

1.20 

2.9 

598 

Transco  Energy 

72.3 

64V4-19 

35% 

32.09 

1.1 

4.62 

8 

1.92 

5.4 

355 

Chesebrough-Pond's 

72.2 

47V4-19V8 

38% 

17.41 

2.2 

3.35 

12 

1.84 

4.7 

847 

Southern  Union 

71.4 

34 '/s- 13 

22 

21.33 

1.0 

2.25 

10 

1.64 

7.5 

423 

Farmers  Group 

71.2 

49'/8-21'/8 

407/s 

24.08 

1.7 

3.95 

10 

1.36 

3.3 

473 

United  Technologies 

71.1 

76%-31% 

66 1/2 

51.69 

1.3 

7.60 

9 

2.60 

3.9 

614 

Campbell  Soup 

71.0 

60'/4-25'/4 

5  8  Vs 

35.64 

1.6 

5.24 

1 1 

2.30 

4.0 

553 

In tl  Multifoods 

70.8 

365/8-13'A 

30% 

26.70 

1.2 

4.06 

8 

1.76 

5.7 

816 

K  mart 

70.6 

39'/4-15l/8 

38% 

20.89 

1.8 

3.17 

12 

1.08 

2.8 

586 

Tektronix 

70.5 

86%-34 

80% 

34.72 

2.3 

2.65 

30 

1.00 

1.2 

NIKE 

70.2tt 

28  -  8% 

17% 

6.46 

2.8 

1.55 

12 

none 

0.0 

278 

Rohr  Industries 

70.2 

33  Vs-  8 

28  Vi 

19.76 

1 .4 

3.68 

8 

none 

0.0 

547 

Palm  Beach 

69.9 

36%- 13 

287/s 

22.43 

1.3 

3.07 

9 

1.20 

4.2 

554 

American  Standard 

69.8 

43%- 17 

35  Vs 

22.18 

1.6 

1.88 

19 

1.60 

4.6 

502 

Parker  Pen 

69.6 

26  -107/8 

19V4 

8.14 

2.4 

-0.27 

def 

0.52 

2.7 

351 

United  Merch  &  Mfrs 

69.5 

i47/8-  y/i 

121/2 

19.34 

0.6 

-0.70 

def 

none 

0.0 

863 

Fruehauf 

69.4 

48'/4-15'/4 

44  Vi 

38.85 

1.1 

-1.62 

det 

0.40 

0.9 

513 

Amfac 

69.1 

357/s-16% 

28% 

31.77 

0.9 

-2.23 

def 

1.44 

5.0 

558 

Harsco 

69.0 

25  -14 

241/2 

20.36 

1.2 

1.44 

17 

1.20 

4.9 

695 

Barnes  Group 

68.4 

26'/8-ll'/8 

24 

17.19 

1.4 

-1.49 

def 

0.60 

2.5 

527 

Brooklyn  Union  Gas 

67.8 

33'/4-18% 

31% 

28.78 

1.1 

4.52 

7 

2.90 

9.1 

629 

Wetterau 

67.5 

22%-  9% 

19'/2 

13.58 

1.4 

1.98 

10 

0.80 

4.1 

399 

Genuine  Parts 

67.4 

48%- 18% 

43% 

16.10 

2.7 

2.83 

15 

1.38 

3.2 

711 

Kellogg 

67.4 

31!/4-15% 

30% 

11.57 

2.7 

3.19 

10 

1.68 

5.5 

781 

Diversified  Energies 

67.3 

36'/2-171/s 

32 

29.97 

1.1 

4.49 

7 

2.40 

7.5 

475 

Mobil 

67.2 

44/8-17 

29 

36.30 

0.8 

3.29 

9 

2.00 

6.9 

456 

Skyline 

67.1 

30%-  8!/2 

17 '/a 

10.40 

1.6 

0.71 

24 

0.48 

2.8 

395 

Texas  Instruments 

67.0 

176  -70  !/2 

133% 

57.53 

2.3 

-7.56 

def 

2.00 

1.5 

477 

Southwest  Bancshares 

66.8 

33%- 13% 

271/4 

24.99 

1.1 

2.91 

9 

1.44 

5.3 

649 

IBM 

66.8 

134'/4-48% 

124 1/2 

33.13 

3.8 

8.48 

15 

3.80 

3.1 

Note:  Except  as  footnoted,  price  changes  are  measured  from  Dec.  29,  1978  to  Nov.  15, 1983  For  comparison,  the  five-year  change  in  the  Consumer  Price  Index 
was  54  9%. 

*Not  ranked  last  year.    {Three-year  price  change.    {{Four-year  price  change    NM:  not  meaningful    def:  deficit. 
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Who's  where  in  the  stock  market 


Recent 

Latest 

5-year 

price/ 

1  Z  -  HI  till  1 11 

Price/ 

Indicated 

Rank 

price 

price 

Recent 

Book  value 

book 

earnings 

earnings 

annual 

Curret 

83 

82 

Company 

change 

range 

price 

(per  share) 

value 

per  share 

ratio 

dividend 

yield 

568 

726 

Stanadyne 

66.7% 

461/4-19'/4 

37'/2 

$30.74 

1.2 

$  3.52 

1 1 

$1.80 

4.8% 

569 

602 

Scott  &  Fetzer 

66.2 

49%-17W 

43 

29.40 

1.5 

4.53 

9 

1.80 

4.2 

570 

811 

ACF  Industries 

Oj." 

^  1  ■ Vu  1 7  LA 
jl  /8 — Z  /  72 

3  1 

AC  Aft 

1  1 
1 . 1 

n  1 1 

U.l  l 

MM 

1  AO 

1  7 

Z.  1 

571 

672 

Johnson  Controls 

65.8 

47'/2-17'/2 

417/s 

27.21 

1.5 

4.17 

10 

1.66 

4.0 

572 

404 

American  Motors 

65.8 

11 V*-  2% 

7% 

2.06 

3.8 

-2.35 

def 

none 

0.0 

573 

788 

Trans  way  Intl 

65.7 

36%-19'/4 

35 

28.10 

1.2 

2.01 

17 

1.80 

5.1 

574 

425 

Carpenter  Technology 

65.4 

53  -24% 

44 '/4 

33.30 

1.3 

2.21 

20 

2.10 

4.7 

575 

928 

a  ti  smitn 

65.4 

/4 —    t  '  0 

2Q1/B 

26  35 

0.8 

0.57 

35 

0.05 

n  9 

576 

841 

Foodarama  Supermkts 

64.6 

10%-  3 

97/8 

16.35 

0.6 

0.62 

16 

none 

0.0 

577 

772 

Royal  Crown  Cos 

64.5 

29  -10% 

24% 

14.17 

1.8 

2.00 

12 

1.04 

4.2 

578 

388 

Longs  Drug  Stores 

64.4 

50'/»-22'/4 

44% 

18.77 

2.4 

3.28 

14 

1.12 

2.5 

579 

593 

GTE 

64.3 

48%-23 

46% 

31.57 

1.5 

4.92 

9 

3.00 

6.4  ; 

580 

501 

H  F  Ahmanson 

A/1  1 
04.1 

AC\\A  fl 
£fU'/2—  o 

9Q3/. 
Ly  /4 

in  nn 

1  n 

7.  77 

O.I  1 

Q 

O 

1  in 
1  .zu 

a  n 

580 

671 

Lacle  le  Gas 

64.1 

30  -147/8 

29% 

31.44 

0.9 

3.85 

8 

3.00 

10.1 

582 

443 

Northwest  Airlines 

64.0 

55'/2-20% 

46% 

37.85 

1.2 

1.59 

29 

0.80 

1.7 

583 

* 

PSA 

63.7 

42!/2-101/8 

22% 

36.49 

0.6 

-4.52 

def 

0.60 

2.6 

584 

393 

Valley  National 

63.6 

30%- 13 14 

24 

24.37 

1.0 

2.90 

8 

1.16 

4.8 

585 

293 

Federal  Paper  Board 

Oj.D 

3Ql/i    1  73/, 
i)7  /4 —  1  /  /4 

ij  /  /8 

95  59 

2J.Ji 

1 .0 

1  DQ 

1  .U7 

35 

1  9fl 

~K  9 
o.z 

586 

557 

Moore  Corp 

63.3 

51'/2-25'/2 

44 '/2 

25.18 

1.8 

3.41 

13 

2.00 

4.5 

587 

323 

St  Paul  Cos 

63.2 

70%-31 

54% 

61.43 

0.9 

7.60 

7 

2.80 

5.2 

588 

463 

Mellon  National 

63.1 

56 1  >-22 

42 

54.19 

0.8 

7.05 

6 

2.44 

5.8 

■ 

589 

663 

Wisconsin  Public  Svc 

61.8 

30'/2-135/s 

29 '/s 

23.72 

1.2 

3.93 

7 

2.32 

8.0 

! 

590 

526 

Jack  Eckerd 

Ol.J 

1A7A    1  0  \A 
O'f/S— 1Z/2 

Zo  78 

15  17 

13.1/ 

1  O 

1  .y 

1  01 

1  .y  1 

1  c 

1  J 

n  OA 
u.yo 

\  A 

591 

345 

Amer  Broadcasting 

61.1 

69%-25% 

56% 

37.87 

1.5 

5.18 

11 

1.60 

2.8 

i 

592 

298 

NL  Industries 

61.0 

485/s-10 

16'/2 

18.63 

0.9 

-1.77 

def 

1.00 

6.1 

593 

497 

Olin 

61.0 

34  -12V4 

29% 

34.06 

0.9 

2.36 

12 

1.32 

4.5 

. 

594 

654 

Eastern  Gas  &  Fuel 

60.8 

32V2-141/4 

24!/s 

23.00 

1.0 

1.77 

14 

1.30 

5.4 

! 

595 

249 

Louisiana-Pacific 

/.II  fi 

bU.o 

2A1A    1  11/, 
JO/2- 1 0/2 

9  A 
ZO 

9  1  Oft 
Z 1  .yo 

1 9 

1  .z 

n  An 
u.ou 

n  on 

U.oU 

X  1 

* 

596 

771 

No  States  Power 

60.6 

40%- 18 

37% 

31.23 

1.2 

5.47 

7 

2.96 

7.8 

1 

597 

580 

Pacific  Lighting 

60.6 

36  -17 

34'/8 

33.20 

1.0 

5.20 

7 

3.16 

9.3 

1 

598 

439 

CPC  International 

60.4 

44%-24V8 

39  Vi 

26.96 

1.5 

4.34 

9 

2.20 

5.6 

1 

599 

* 

CSX 

60.2tt 

26  -12'/s 

25Vi 

26.70 

1.0 

1.09 

23 

1.04 

4.1 

■ 

600 

569 

Union  Camp 

An  n 

Q  1  1/,     3  A3/, 
O  1  72— O  0/4 

f  0/8 

A  /,  7Q 

40.  ly 

1 .0 

q  ni 

O.UU 

y 
V 

601 

496 

Capital  Holding 

59.9 

38%-16 

34% 

30.56 

1.1 

4.29 

8 

1.40 

4.1 

1 

602 

590 

Florida  Power  &  Lt 

59.3 

41%- 19% 

41% 

38.20 

1.1 

5.31 

8 

3.60 

8.6 

II 

603 

361 

Marine  Midland  Banks 

59.2 

30%- 11% 

237/a 

46.01 

0.5 

4.92 

5 

1.40 

5.9 

« 

604 

392 

Fluor 

59.0 

71  -10% 

17% 

22.68 

0.8 

1.28 

14 

0.80 

4.5 

» 

605 

660 

Joy  Manufacturing 

CO  Q 

4Z  /8— 1  /  /2 

9Q3/o 

zy  /8 

9  A  7/1 
ZO.  / <1 

1  1 
1  .  1 

n  1  ^ 
u.  1  3 

IN  ivl 

1  AC\ 

A  fi 

606 

686 

Potomac  Elec  Power 

58.7 

22  -10 

21% 

17.95 

1.2 

2.63 

8 

1.78 

8.2 

6U/ 

ooZ 

Kansas  Power  &  Light 

58.6 

3OV2-W/2 

30  '/s 

25.10 

1.2 

4.13 

7 

2.56 

8.5 

* 

607 

716 

Rainier  Bancorp 

58.6 

385/s-173/8 

38'/4 

37.53 

1.0 

4.55 

8 

1.60 

4.2 

11 

609 

796 

Intl  Tel  &  Tel 

58.3 

473/4-223/s 

42% 

41.16 

1.0 

4.17 

10 

2.76 

6.5 

610 

643 

Continental  Telecom 

JO.J 

ZD  /8 — 1 Z  /8 

993/, 
ZZ  /4 

1  A  AS 

1 0.00 

1  4 

9  38 

Z..00 

10 

1  64 

7.2 

(] 

611 

628 

Southern  Calif  Edison 

58.3 

42%-20 

40% 

34.78 

1.2 

6.09 

7 

3.80 

9.3 

I! 

612 

786 

Adolph  Coors 

58.0 

29 y%-  9Vi 

19% 

22.37 

0.9 

2.42 

8 

0.40 

2.0 

1Z 

613 

840 

Mead 

57.8 

37%-131/2 

36% 

27.42 

1.3 

-0.70 

def 

1.00 

2.7 

•; 

614 

591 

Genl  Tire  &  Rubber 

57.6 

38  -11% 

351/2 

42.18 

0.8 

2.52 

14 

1.50 

4.2 

NI 

615 

72 

Gates  Learjet 

57  A 

9  73/.      A 1/. 
If  /4—  0/4 

1  9S/o 
1 Z  78 

i  U.4o 

1  9 
1  .z 

n  n  1 
u.u  1 

MM 

U.  1  D 

I  .z 

10; 

616 

433 

Pennzoil 

57.3 

62'/2-20 

32  74 

22.98 

1.4 

2.97 

11 

2.20 

6.8 

617 

H  J  Wilson 

57.2 

29i/2_  73/8 

17'/8 

14.54 

1.2 

0.77 

22 

0.20 

1.2 

■ 

618 

874 

Occidental  Petroleum 

57.1 

39V8-17 

24% 

25.04 

1.0 

-1.40 

def 

2.50 

10.1 

619 

95 

Resorts  Intl 

G7  1 

0/ .1 

CA7/a  111/, 
J  4  78—  lZ'/2 

4U  74 

9  5  7  A 

ZD.  / O 

1  A 

9  50 

L.jy 

1  A 
1  O 

none 

u.u 

Hi 

620 

340 

Entex 

57.0 

24'/4-10'/8 

20'/4 

13.48 

1.5 

2.50 

8 

1.20 

5.9 

621 

391 

Chase  Manhattan 

56.6 

62'/4-28% 

46 

81.42 

0.6 

10.73 

4 

3.50 

7.6 

15] 

622 

584 

Marsh  &  McLennan  Cos 

56.4 

48%-26% 

48 

13.07 

3.7 

3.43 

14 

2.20 

4.6 

B? 

623 

190 

Idle  Wild  Foods 

56.3 

29'/2— 10 

25 

32.19 

0.8 

2.42 

10 

0.80 

1  91 

't! 

623 

MGM  Grand  Hotels 

56.3tt 

17%-  5'/2 

121/2 

-0.46 

NE 

0.54 

23 

0.44 

3.5 

IK 

625 

452 

Ogden 

55.8 

397/8-17'/2 

30 

27.74 

1.1 

2.82 

11 

1.80 

6.0 

Di 

626 

775 

Wisconsin  Elec  Power 

55.8 

28'/2-12% 

27 

24.40 

1.1 

3.80 

7 

2.10 

7.8 

Hi 

627 

634 

Tecumseh  Products 

55.8 

105  -52 

88 

66.49 

1.3 

9.08 

10 

3.40 

3.9 

v 

628 

33 

Warner  Communications 

55.7 

63'/4-12!/8 

21'/s 

21.85 

1.0 

-5.87 

def 

1.00 

4.7 

629 

571 

General  Foods 

55.6 

53'/2-23'/2 

50 

36.06 

1.4 

5.71 

9 

2.40 

4.8 

HO 

630 

573 

Centel 

55.5 

40%-21'/4 

37'/s 

24.23 

1.5 

4.08 

9 

2.26 

6.1 

Note:  Except  as  footnoted,  price  changes  are  measured  from  Dec  29.  1978  to  Nov.  15, 1983  For  comparison,  the  five-year  change  in  the  Consumer  Price  Inl 

was  54.9%. 

'Not  ranked  last  year.    JtThree-year  price  change.    NE:  negative  equity.    NM:  not  meaningful    def:  deficit. 
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io's  where  in  the  stock  market 


Company 


5-year 

price 

change 


1979-83 

price 

range 


Recent 
price 


292 

Datapoint 

CC  AO/ 

33.4  /o 

A71A  in?/. 

Of  vi—  lu/a 

O  7 

If 

—  

$16.41 

1.6 

$0.65 

42 

none 

0.0% 

927 

Graniteville 

1  71A  Q1A 
1  /  74—   o 72 

1  A7A 
10/8 

20.07 

0.8 

-2. 14 

det 

none 

0.0 

732 

f  1  Darn 

Li  raso 

C4  1 

34. 1 

miA    1  15A. 
jU  72—  lo  v8 

0  1 1A 
Zo72 

10.83 

2.2 

1.56 

15 

NM 

503 

Boise  Cascade 

53.7 

487.-19% 

41  »/8 

46.54 

0.9 

1.75 

24 

$1.90 

4.6 

626 

Stewart-Warner 

53.6 

33  -13% 

28% 

26.94 

1.1 

0.59 

49 

1.68 

5.8 

766 

renn  L  rutin 

CI  C 
>J.  ) 

0  AlA    11  5A 
Z072— 1 1  v8 

0/13A 
Z4"78 

23.63 

1.0 

3.07 

8 

1.20 

4.9 

492 

Tidewater 

CI  c 

C/i.Vo    1  13A 
34/8—10/8 

ZZ 

19.88 

1 . 1 

1.88 

12 

0.90 

4.1 

J  P  Morgan 

ci  d 

ft  AlA  1Q3A 

oy?8 

68.44 

1 .0 

10.4 1 

7 
1 

3.70 

5.3 

565 

Northwest  Industries 

53.2 

8072-24% 

41% 

37.51 

1.1 

0.62 

67 

2.68 

6.5 

658 

Exxon 

53.2 

44'/2-27'/8 

37% 

32.84 

1.1 

5.59 

7 

3.20 

8.5 

449 

mm              ,  A 

Business  Men  s  Assur 

CI  1 
33.1 

ACt  oniA 
4U    — ZU72 

171A 
OY  72 

4Z.  11) 

0.9 

5.83 

6 

1 .80 

4.8 

486 

Atlantic  Richfield 

CI  fi 

743A-  0G 
/  4 "78— ZO 

4  31A 
4o72 

00.3Z 

1 . 1 

6. 1 1 

7 

2.40 

5.5 

668 

Wm  Wrigley  Jr 

CO  fi 

3Z.o 

C.AIA  0O 

30  /4— zy 

C  1  3A 
3  lv8 

1  1  AC 
6  1  .03 

1 .6 

5.06 

10 

2.49 

4.8 

627 

Riegel  Textile 

52.7 

29  -15'/4 

25 

39.32 

0.6 

2.13 

12 

1.80 

7.2 

400 

United  Energy  Resources 

52.6 

56  -16'/4 

25% 

33.73 

0.8 

1.92 

13 

2.48 

9.8 

515 

Northern  Trust 

CO  7 

3Z.Z 

A/1 1A    0  73A 
04  Al— Z/  /4 

£Q3A 

ACl  AQ 

oy.ow 

u.y 

4.44 

2.72 

4.6 

Dart  is.  Kratt 

CI  7  +  + 
31./ f  t 

771 A  103A 
/  /  74—  J7  AS 

00 

cn  aa 
3U.00 

1  .o 

7  on 

/.yu 

0 
0 

3.84 

5.8 

in  o> 

vzv 

Ford  Motor 

31.0 

/1A3A  lfllA 
40/4—  1U/2 

/10SA 
4ZJ/8 

1  "J  A  1 
30.01 

1  .o 

A  /CO 

4.0V 

o 

1 .20 

2.8 

689 

Mercantile  Bancorp 

51.5 

427.-2072 

38% 

50.19 

0.8 

6.56 

6 

2.68 

6.9 

327 

Computer  Sciences 

51.1 

293/4-10'/2 

17 

10.24 

1.7 

1.13 

15 

none 

0.0 

a  in 
4oU 

Citicorp 

CI  1 

4A1A    ]  7 
40/8—1  / 

o3  72 

17  flC 
O  /  .03 

a  o 
u.y 

A  AQ 

0.4o 

c 

3 

1  QQ 

1  .So 

C  1 

561 

McGraw-Edison 

ci  n 

3  l.U 

c  i        t  03A 
3  1     — ZUv4 

O  /v8 

ic  n 

OO.OZ 

l  1 

i .  i 

2.40 

1  A 
10 

1  no 
Z.UU 

C  A 
3.4 

V.!    1  I 

o  5  1 

Scovill 

Crt  7 
3U./ 

1  0  7A    1  17A 
OZ  78—  lO  78 

0  A3A 
ZO  V4 

1  A  QC 

io.y3 

1  A 

1 .0 

z.  iy 

1Z 

1  C1 

1 .32 

C  7 

3./ 

495 

Foxboro 

50.6 

47!/2-19'/2 

32% 

26.10 

1.3 

0.82 

40 

1.04 

3.2 

906 

Amerace 

50.0 

32'/4-14'/8 

25% 

33.13 

0.8 

-1.24 

def 

0.40 

1.5 

448 

Fedl  Natl  Mortgage 

en  n 

lOlA  A3A 
OU  78—  Ov8 

0  /1 3A 
Z4-78 

1  7  A  1 

1  f .  O  J 

1  A 

1 .4 

n  on 

u.yu 

0  7 

U.  10 

n  7 
U.  / 

ft  C/„ 
o3U 

Fieldcrest  Mills 

cn  n 
30.  u 

3  7.1A    1  71A 
O  /  74— 1  /  78 

171A 

O  /  /2 

,1  J  uA 
4o.tS0 

u.y 

A  HA 
4.U0 

Q 

y 

o  nn 
Z.UU 

o.o 

1  71/ 

Texaco 

4Q  7 
4V./ 

C/13A   3  ISA 
34v8— ZO'/8 

1C3A 

CC  1  1 
33. 1  1 

n  a 
u.o 

A  OQ 

4.yo 

7 

i 

i  no 
o.UU 

O  A 

o.4 

460 

J  P  Stevens 

49.6 

26  -ll7/g 

18% 

33.68 

0.6 

0.97 

19 

1.20 

6.4 

700 

Black  &  Decker 

49.6 

26%- 12 

24% 

10.70 

2.3 

1.02 

24 

0.52 

2.1 

615 

Emhart 

JO  C 

47.3 

0O1A    11  SA 

zyvs—  1 1/8 

0  75A 
Z/78 

l  y.zo 

1  A 

1 .4 

1  TO 

o.ZU 

o 

y 

1  AC\ 

1 .4U 

C  1 
3. 1 

71  A 

'    J  34 

Kerr  Glass  Mfg 

JO  c 

4V.3 

0  1  1A      Q  1A 
Z 1  74—    O  72 

1  7.1A 
1  /  v4 

0  1  nc 
Zo. U3 

U.o 

C  A  1 

— 3.4o 

act 

O  A  A 

U.44 

7  C 
Z.3 

AOA 

Wisconsin  Pwr  &  Lt 

ylO  1 
4  V.  3 

0G1A    1  A  lA 
Z7  v  2—  1 4  78 

0  Q3A 
Zo  78 

00  77 

ZZ.  /  / 

1  0 

1  .Z 

1  7A 
O.  /O 

Q 

o  /in 

Z.4U 

Q  C 
o.3 

|  714 

Northeast  Utilities 

48.6 

13%-  7% 

13% 

12.90 

1.0 

2.23 

6 

1.38 

10.3 

372 

Cameron  Iron  Works 

48.1 

67  -13% 

1972 

18.02 

1.1 

-0.90 

def 

0.40 

2.1 

041 

Ferro 

47  12 
4/ .(> 

7Q7A    1  7 

oy  78— 1  1 

o4 

0  7  /l  C 
Z  /  .43 

1  0 
1  .Z 

0  10 
Z.oZ 

1  C 

13 

i  on 

1  .ZU 

1  c 

O.O 

479 

Standard  Uil  Cant 

J7  7 

C  O  V.  Til/. 
30V4— ZZ  74 

1A  5 A 

1Q  7/t 

oo.  /  4 

u.y 

/I  70 
4.  /Z 

7 

Z.4U 

A  O 

o.y 

558 

Quaker  State  Oil 

47.6 

Zo  72—    y  78 

1  CIA 
13  72 

1  Z.U1 

i  i 

1  .o 

1  CQ 

1 .3£5 

1  U 

o  on 
U.MU 

C  0 

3.Z 

508 

Avco 

47.5 

363/8-137/s 

333/4 

41.21 

0.8 

2.93 

12 

1.20 

3.6 

605 

Dana 

47.5 

32  -ll7/s 

29 

18.67 

1.6 

1.24 

23 

1.12 

3.9 

/in 

oiy 

4/. 4 

1/1         1/1  lA 
o4    —  1 4  72 

OQ 
Zo 

04.UU 

U.o 

1  AA 
O.00 

fi 

n  oa 
u.yo 

1  A 
0.4 

Uei  L  weDD 

AT  fi 

4/.U 

TCI/,        /i  7/„ 

Z3  74—  478 

1  Q3A 
18  /% 

1  1  7H 

lo.  /  U 

l  i 
1  .o 

U.  1U 

MM 
IN  ivl 

none 

n  n 

U.U 

a  i  a 

Olu 

Oneok 

40. o 

A  /17A    1  71A 
44  /8—1  /  72 

00 

zy 

Ofl  CI 
Zo.3o 

i  n 
1  .u 

0  C  1 
Z.3  1 

1  0 
1  Z 

0  ACS 

fi  i 

o.o 

521 

PepsiCo 

46.8 

50  -20 

375/a 

17.68 

2.1 

2.60 

14 

1.62 

4.3 

622 

Washington  National 

46.8 

39%- 12 

223/4 

28.69 

0.8 

2.10 

11 

1.08 

4.7 

/3J 

First  Bank  System 

AA  A 
40. U 

z  l  t/,   0  71/, 
01  72— Z/72 

Z.A  lA 
3474 

A  1   C  1 
0 1 .3  1 

u.y 

ft  C7 

o.3  / 

A 
0 

o  an 

Z.oU 

c  0 
3.Z 

7/1  fl 
/  4U 

San  Diego  Gas  &  Elec 

AA  A 

40.0 

00  O 

zz  —  y 

0  1  S/a 
Zl  v8 

1  A  OA 

1 .0 

0  ftO 
Z.oZ 

Q 

o 

1  OA 

i  .yo 

O  1 

y.  i 

493 

Merck 

46.0 

104%-58% 

98% 

29.81 

3.3 

6.02 

16 

3.00 

3.0 

581 

Echlin 

45.7 

24%-10 

237s 

10.36 

2.2 

1.50 

15 

0.64 

2.8 

683 

Manufacturers  National 

45.5 

40%- 1 1% 

36% 

52.73 

0.7 

6.61 

6 

1.60 

4.4 

004 

U  S  Bancorp 

4t».Z 

0/13A 
Z4  74 

0  c  r\A 
Z3.U4 

1  .u 

0  71 

L.I O 

o 
y 

i  nn 
1  .uu 

A  O 

l<  736 

Beneficial  Corp 

44.8 

35%- 14% 

337s 

28.55 

1.2 

2.59 

13 

2.00 

6.0 

|,  727 

Cooper  Industries 

44.8 

62  -1974 

35% 

26.31 

1.4 

0.98 

36 

1.52 

4.3 

753 

Central  Illinois  Lt 

44.4 

2278-1 174 

22% 

20.08 

1.1 

2.96 

8 

2.06 

9.2 

1  857 

Carter  Hawley  Hale 

44.0 

24%-10!/2 

2272 

20.83 

1.1 

1.66 

14 

1.22 

5.4 

;  744 

GAF 

44.0 

19%-  7% 

16% 

10.45 

1.6 

-0.16 

def 

none 

0.0 

450 

Best  Products 

43.1 

2672-  9'/4 

237i 

13.51 

1.7 

1.72 

14 

0.24 

1.0 

!  797 

Centerre  Bancorp 

42.8 

29  -15% 

24% 

37.80 

0.7 

2.75 

9 

1.80 

7.3 

i  387 

Aetna  Life  &  Casualty 

42.7 

4874-25% 

36% 

41.98 

0.9 

3.99 

9 

2.64 

7.2 

:  703 

Pacific  Gas  &  Elec 

42.7 

167>-  9% 

15% 

15.83 

1.0 

2.22 

7 

1.60 

10.1 

MGM/UA  Entertainment 

42.7tt 

227.-  5 

13% 

5.96 

2.2 

0.78 

17 

0.20 

1.5 

1  690 

Florida  Progress 

42.5 

2274-10% 

22 

18.69 

1.2 

2.63 

8 

2.04 

9.3 

'  777 

International  Paper 

42.5 

59%-3072 

52 

64.93 

0.8 

3.78 

14 

2.40 

4.6 

Book  value 
{per  share) 


Recent 
price/ 
book 
value 


Latest 
12-month 
earnings 
per  share 


Price/ 
earnings 


Indicated 

annual 

dividend 


Current 
yield 


Note:  Except  as  footnoted,  price  changes  are  measured  from  Dec.  29,  1978  to  Nov  15,  1983.  For  comparison,  the  five-year  change  in  the  Consumer  Price  Index 
was  54  9%. 

"Not  ranked  last  year    ^Three-year  price  change    NM:  not  meaningful,    def:  deficit. 
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Who's  where  in  the  stock  market 


Recent 

Latest 

5-year 

1979-83 

price/ 

12-month 

Price/ 

Indicated 

Rank 

price 

price 

Recent 

Book  value 

book 

earnings 

earnings 

annual 

Curren 

OZ 

Company 

change 



range 

price 

(per  share) 

value 

per  share 

ratio 

dividend 

yield 

694 

697 

NBD  Bancorp 

42.3% 

45  - 1 9 % 

40% 

$61.93 

0.7 

 Z  Tr,  

$6.62 

6 

$2.20 

5.4% 

695 

755 

Texas  Utilities 

41.7 

5  7  V      1  A  7/„ 
LI  VH—  1478 

26% 

24.59 

1 . 1 

3.77 

7 

2.20 

8.2 

696 

752 

TECO  Energy 

41.4 

25%- 13  74 

24% 

21.12 

1.2 

3.17 

8 

2.04 

8.2 

697 

853 

General  Motors 

41.4 

80  -33% 

76 

57.63 

1.3 

8.18 

9 

2.80 

3.7 

698 

806 

Colgate-Palmolive 

41.4 

25%- 11 

23  '/i 

15.97 

1.5 

2.42 

10 

1.28 

5.4 

699 

155 

Kay 

41.2 

Zo74—  IvS 

151/ 

I0  74 

o  c  o 
0.3O 

1  c 
1 .3 

A  5  /L 
U.Z6 

5 1 

0.20 

 1 

1.5 

700 

652 

Provident  Life  &  Acc 

41.1 

66  — 32 '/i 

63  72 

65.77 

1  A 
1  .1) 

8. 12 

8 

2.60 

4.1 

701 

Orange  &  Rockland 

41.0 

21'/2-105/8 

20% 

18.73 

1.1 

2.64 

8 

1.92 

9.3 

702 

471 

Eli  Lilly 

40.7 

68'/4-45'/8 

67% 

27.10 

2.5 

5.87 

11 

2.90 

4.3 

703 

576 

Weyerhaeuser 

40.6 

41%-22t2 

34% 

22.62 

1.5 

0.76 

46 

1.30 

3.8 

704 

813 

ARA  Services 

/in  * 

jj    —  L6V2 

DU72 

/I  A  5  C 

44. Zo 

l  i 

A  C  1 
4.  D  1 

1 1 

5  AC 

4. 1 

705 

728 

Edison  Bros  Stores 

39.7 

A  H\/      5  A  ]  / 

4oy4-ZU'/4 

40 '/2 

23.96 

1.7 

3.59 

1 1 

1  .60 

4.0 

706 

767 

Delmarva  Power  &  Lt 

39.6 

19%- 10% 

18  72 

15.94 

1.2 

2.42 

8 

1.64 

8.9 

707 

445 

Norton 

39.3 

62  -22 

35% 

31.31 

1.1 

1.52 

24 

2.00 

5.6 

708 

846 

Coastal  Corp 

39.lt 

59'/2-14'/8 

33% 

23.48 

1.4 

3.90 

9 

0.40 

1.2 

708 

769 

Commonwealth  Energy 

39.1 

5  51/.     11  V. 
2074—  1  1 74 

2Z74 

5  1  AC 

Zl.Ui) 

1 . 1 

A  A5 

4Uo 

6 

2. 12 

9.5 

710 

763 

Montana  Power 

00/8—  1 0 

5  O  1 A 
Z0  7B 

5  7  cn 

1 .0 

A  AA 

4.UU 

7 
/ 

5  j£Q 
Z.68 

o  c 
9.D 

711 

742 

Owens-Corning  Fbrgls 

38.7 

46%- 15% 

36% 

23.67 

1.6 

2.31 

16 

1.20 

3.3 

712 

678 

Interstate  Bakeries 

38.5 

15'/8-  4'/2 

13  72 

8.87 

1.5 

-2.62 

def 

none 

0.0 

713 

674 

National  Distillers 

38.1 

33%- 18% 

25% 

31.02 

0.8 

1.37 

19 

2.20 

8.7  | 

714 

645 

Schering-Plough 

JO.U 

45Y8—  Z4'/8 

AC\7/, 

4U  /k 

24.92 

1  zC 

1.6 

5  CO 

o.oy 

1 1 

1.68 

4. 1 

715 

490 

Copperweld 

57  7 

1 1  v.  mi/. 

O  1  74—  1 U  72 

1  v. 

1 0  74 

in  or) 

iv.  ny 

A  O 

U.o 

5  50 

—o.oy 

aer 

A  C  O 
U.JO 

5  C 
3.3 

716 

648 

National  Fuel  Gas 

37.3 

37y2-21»/4 

357/s 

48.77 

0.7 

4.99 

7 

3.44 

9.6 

717 

774 

First  Security 

37.2 

273/a-14»/8 

25% 

27.22 

0.9 

4.19 

6 

1.10 

4.3 

717 

178 

SmithKline  Beckman 

37.2 

62% 

22.21 

2.8 

5.87 

11 

2.80 

4.5 

719 

698 

■  ■ 

CBS 

37.0 

Oil/  TTl/, 

5  1  7^0078 

6972 

" 

W.93 

1.5 



4.97 

14 

2.80 

4.0 

720 

822 

Beatrice  Foods 

36.8 

OZ78— 16  74 

31  78 

20.45 

1 .5 

3.12 

10 

1.60 

5.1 

721 

770 

Southwestern  Pub  Svc 

36.7 

19  %-  9'/2 

18% 

11.09 

1.7 

2.36 

8 

1.74 

9.3 

722 

677 

Wells  Fargo 

35.9 

39%-18'/4 

36% 

46.61 

0.8 

5.83 

6 

2.16 

5.9 

723 

512 

Stewart  &  Stevenson 

35.9 

23%-l&'/8 

14'/2 

19.19 

0.8 

1.33 

11 

0.20 

1.4 

724 

455 

Gt  Western  Financial 

35.9 

31  72—   9  72 

2478 

23. 14 

1.0 

1.29 

19 

0.88 

3.6  I 

725 

748 

Anderson,  Clayton 

35.8 

5  51/  in]/ 
0078- 1 8  78 

28 

45.28 

0.6 

2. 15 

13 

1.32 

4.7 

725 

585 

National  Can 

35.8 

28  74- 15% 

25% 

34.44 

0.7 

1.90 

13 

i.OO 

3.9 

727 

491 

Stauffer  Chemical 

35.7 

31%- 14  72 

26% 

24.61 

1.1 

-0.28 

def 

1.44 

5.5 

728 

746 

Washington  Gas  Light 

35.5 

43%- 18  78 

31 

31.79 

1.0 

4.20 

7 

2.88 

9.3  | 

729 

746 

Economics  Laboratory 

35.4 

inl/     i  r 7/ 
0074- 1 3  78 

29% 

13.91 

2. 1 

1 . 08 

j  / 
aer 

1 .04 

3.5 

730 

374 

IxiHoru-rlill 

35.4 

267/a—  1 0 

18'/2 

23.46 

0.8 

0.27 

69 

0.52 

2.8 

731 

675 

Norwest 

35.3 

39'/2-17 

34 

33.85 

1.0 

3.52 

10 

1.80 

5.3 

732 

741 

Baltimore  Gas  &  Elec 

34.9 

3474-18% 

32% 

32.24 

1.0 

4.63 

7 

3.00 

9.1 

733 

499 

Minn  Mining  &  Mfg 

34.9 

90'/2-45% 

8578 

30.10 

2.8 

5.56 

15 

3.30 

3.9 

734 

26 

Caesars  World 

34.7 

j  /  t ,  <ca/ 
0078—  678 

1 1 

5.33 

2.1 

—0.33 

aet 

none 

A  A 
U.U 

735 

758 

AmeriTrust 

34.7 

49'/2-23 

42% 

64.97 

0.7 

6.22 

7 

2.88 

6.7 

736 

912 

Pennwalt 

34.5 

45%-21'/2 

43% 

35.38 

1.2 

2.20 

20 

2.20 

5.0 

737 

676 

Safeway  Stores 

34.2 

30  -121/8 

27 

21.76 

1.2 

3.16 

9 

1.50 

5.6 

738 

849 

Atlantic  City  Elec 

34.0 

257/s-147/8 

24!/e 

22.29 

1.1 

3.31 

7 

2.36 

9.8 

739 

759 

Bangor  Punta 

33.9 

2y  78— 11)72 

18% 

50  aa 

A  /£ 

U.6 

—9. 1 1 

aet 

A  OA 

U.oU 

A  5 

4.o 

740 

778 

Indianapolis  Pwr  &  Lt 

33.7 

30'/?- 1  7 

29% 

25.42 

1.2 

4.16 

7 

2.76 

O  5 

9.3 

741 

809 

Dow  Chemical 

33.7 

39'/4-195/s 

33'/4 

25.96 

1.3 

1.26 

26 

1.80 

5.4 

742 

737 

Jim  Walter 

33.6 

477/s-16 

35% 

39.63 

0.9 

4.05 

9 

1.20 

3.4 

743 

320 

Federal  Co 

33.3 

30  74-13 

27'/2 

24.04 

1.1 

2.97 

9 

1.44 

5.2 

744 

891 

. 

American  Can 

33.1 

AQ7/*    1 C  1/. 
48  78— 2374 

A  7V 

4/74 

43.23 

1 . 1 

2.90 

16 

5  OA 

z.yu 

... 

C  1 
O.I 

745 

739 

Utah  Power  &  Light 

32.9 

25  -13 

24% 

18.66 

1.3 

2.53 

10 

2.32 

9.4 

746 

221 

Boeing 

32.4 

481/4-15 

42 

29.12 

1.4 

3.60 

12 

1.40 

3.3 

747 

469 

CBI  Industries 

32.3 

70%-22% 

311/2 

25.57 

1.2 

3.18 

10 

1.55 

4.9 

748 

808 

Textron 

32.2 

38  Vi- 17  % 

33% 

33.29 

1.0 

2.23 

15 

1.80 

5.3 

749 

828 

Kansas  City  Pwr  &  Lt 

32.1 

2272-1278 

21W 

21.96 

1.0 

3.85 

6 

2.24 

10.5 

750 

862 

Kentucky  Utilities 

31.9 

24  -14% 

23% 

21.58 

1.1 

•  2.83 

8 

2.28 

9.6 

751 

907 

Emery  Air  Freight 

31.8 

25  'A-  7 

24% 

4.77 

5.1 

1.15 

21 

0.50 

2.1 

752 

Society 

31.7 

29'/2-141/4 

27 

38.52 

0.7 

4.76 

6 

1.60 

5.9 

753 

805 

Central  111  Pub  Svc 

31.7 

1  7  '/8-  97/8 

16% 

14.31 

1.2 

2.21 

8 

1.52 

9.1 

754 

797 

Duke  Power 

31.6 

26%- 13% 

25  72 

24.85 

1.0 

3.62 

7 

2.36 

9.3 

755 

899 

Dayco 

31.5 

17%-  6'/4 

15% 

22.25 

0.7 

0.39 

39 

0.16 

1.0 

756 

482 

Harris  Corp 

31.3 

60  74-20% 

37% 

20.12 

1.9 

1.76 

21 

0.88 

2.3 

Note:  Except  a.s  footnoted,  price  changes  are  measured  from  Dec.  29,  1978  to  Nov.  15.  1983  For  comparison,  the  five-year  change  in  the  Consumer  Price  Indi 

was  54.9%. 

*Not  ranked  last  year.    ^Four-year  price  change    def:  deficit. 
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o's  where  in  the  stock  market 


Recent 

Latest 

5-year 

1979-83 

price/ 

12-month 

Price/ 

Indicated 

nk 

price 

price 

Recent 

Book  value 

book 

earnings 

earnings 

annual 

Current 

82 

Company 

change 

range 

price 

(per  share) 

value 

per  share 

ratio 

dividend 

yield 

810 

RCA 

31.1% 

35%-15% 

34Vi 

$21.91 

1.6 

$  1.83 

19 

$0.90 

2.6% 

485 

30.9 

17-8 

11 

16.82 

0.7 

1.02 

1 1 

0.72 

6.5 

785 

Atlanta  Gas  Light 

30.6 

20Vi-12% 

19% 

30.10 

0.7 

3.11 

6 

2.00 

10.1 

640 

Corning  Glass  Works 

30.5 

90'/4-39'/4 

69'/2 

47.95 

1.4 

4.64 

15 

2.32 

3.3 

915 

CertainTeed 

30.5 

25%- 10 

20% 

18.06 

1.2 

1.48 

14 

none 

0.0 

322 

NVF 

30.5 

7     -  l'/4 

2 

1.70 

1.2 

-0.98 

def 

none 

0.0 

761 

Ipffprsnn-Pilnt 

29.8 

39%-22'/a 

391/4 

42.90 

0.9 

4.24 

9 

1.76 

4.5 

735 

Tenneco 

29.8 

58%-227/e 

391/4 

39.45 

1.0 

5.16 

8 

2.80 

7.1 

545 

Ramada  Inns 

29.7 

I41/4-  4V4 

10% 

5.12 

2.0 

-0.20 

def 

none 

0.0 

464 

Cessna  Aircraft 

29.7 

36V2-11% 

23 

18.37 

1.3 

-0.98 

def 

0.40 

1.7 

500 

Willamette  in  (is 

29.5 

4  7i/8_  16 1/4 

35'/4 

26.27 

1.3 

1.45 

24 

1.50 

4.3 

939 

I  In i  t i*fl  States  Steel 

29.4 

351/4-16 

27Vi 

53.50 

0.5 

-5.99 

def 

1.00 

3.6 

764 

Central  &  South  West 

29.3 

20%-ll'/4 

19% 

19.01 

1.0 

2.98 

7 

1.78 

9.0 

782 

GATX 

29.2 

46  -20  Vi 

31 

39.76 

0.8 

1.72 

18 

1.20 

3.9 

Iowa-Illinois  G  &  E 

29.0 

26%- 14% 

25 

23.99 

1.0 

4.40 

6 

2.48 

9.9 

255 

nipital  Fnninmpnt 

lyiLLtSl  LjUUipillLUl 

28.9 

1321/8-48% 

69  Vi 

62.84 

1.1 

4.26 

16 

none 

0.0 

604 

Procter  &  Gamble 

28.8 

63'/4-31i/2 

57'/4 

27.75 

2.1 

5.31 

1 1 

2.40 

4.2 

797 

Niagara  Mohawk  Power 

28.6 

I8V2-IO 

18 

17.67 

1.0 

2.75 

7 

1.92 

10.7 

745 

Columbia  Gas  System 

28.4 

47  -25 M 

32% 

40.73 

0.8 

4.41 

7 

3.02 

9.2 

665 

United  Telecom 

27.3 

25  -14 

23% 

17.92 

1.3 

2.63 

9 

1.84 

7.7 

644 

Coca-Cola 

26.8 

57%-28% 

55% 

20.47 

2.7 

4.08 

14 

2.68 

4.8 

709 

Crown  Cork  &  Seal 

26.7 

38%-22% 

38 

40.03 

0.9 

3.18 

12 

0.0 

795 

Pub  Svc  Elec  &  Gas 

26.5 

26 1/8- 15 1/2 

25% 

26.39 

1.0 

3.44 

7 

2.64 

10.3 

454 

Hughes  Tool 

26.3 

485/8-137/s 

19% 

22.56 

0.9 

-0.22 

def 

0.84 

4.3 

172 

Borman's 

25.9 

13'/4-  2 

8Vi 

14.45 

0.6 

0.11 

NM 

none 

0.0 

861 

FmiitaMe  of  Town 

25.3 

283/4-13'/2 

24% 

33.45 

0.7 

2.96 

8 

1.28 

5.2 

864 

Southern  {""omnanv 

JUUtllVl  11   V  VI 111  IJaUj 

25.2 

17J/4_10'/4 

16% 

16.77 

1.0 

2.36 

7 

1.80 

10.7 

653 

Kerr-McGee 

25.1 

46 1/2-22  Vi 

29% 

31.69 

0.9 

3.30 

9 

1.10 

3.7 

817 

E I du  Pont 

25.0 

56  -30 

52'/2 

44.87 

1.2 

4.12 

13 

2.80 

5.3 

712 

Hawaiian  Electric 

25.0 

33%- 18 'A 

3  2 1/2 

36.93 

0.9 

3.05 

11 

3.12 

9.6 

459 

Walt  Disney 

24.6 

843/4-33 

50 

37.59 

1.3 

2.70 

19 

1.20 

2.4 

830 

Gulf  States  Utils 

24.5 

16 1/4-  9 

14% 

15.05 

1.0 

2.40 

6 

1.64 

11.2 

694 

Intl  Flavors  &  Frag 

24.3 

353/4-165/s 

29% 

9.19 

3.2 

1.81 

16 

1.04 

3.5 

551 

Big  Three  Industries 

23.9 

38  -lS'/s  ■ 

19% 

14.37 

1.4 

1.20 

16 

0.72 

3.7 

768 

Sybron 

23.9 

29V4-I2 

22 

22.30 

1.0 

-3.40 

def 

1.08 

4.9 

713 

Holly  Corp 

23.7 

I93/8-  47/8 

9V8 

8.50 

1.1 

0.80 

11 

0.24 

2.6 

633 

Rripp^  &  Stratton 

unties  Ufc-  Jimiiuii 

23.7 

3  7 '/4-203/4 

31% 

18.05 

1.7 

1.57 

20 

1.58 

5.0 

375 

Eastman  Kodak 

23.5 

98'/8-427/8 

72% 

45.52 

1.6 

5.32 

14 

3.55 

4.9 

827 

Oklahoma  Gas  &  Elec 

23.1 

21%-ll'/2 

20% 

17.08 

1.2 

2.63 

8 

1.84 

8.9 

659 

First  Chicago 

23.0 

28  -10% 

23% 

33.55 

0.7 

3.88 

6 

1.32 

5.6 

639 

Lucky  Stores 

22.9 

25i/4-l2'/4 

18'/8 

10.50 

1.7 

2.22 

g 

1.16 

6.4 

524 

Repton  nirkincnn 

22.8 

541/2-22 

38% 

27.72 

1.4 

1.71 

22 

1.15 

3.0 

794 

Pacific  Pwr  &  Lt 

22.8 

253/8-16 

241/4 

22.23 

1.1 

3.41 

7 

2.16 

8.9 

710 

Central  Soya 

22.6 

21%-  85/s 

15% 

20.34 

0.8 

1.68 

9 

0.84 

5.4 

529 

Lone  Star  Industries 

22.5 

383/s-18'/8 

25% 

36.67 

0.7 

-2.52 

def 

1.90 

7.3 

715 

Crane 

22.3 

447/8-17% 

28% 

37.07 

0.8 

-2.35 

def 

1.60 

5.6 

904 

American  Bakeries 

22.1 

205/s-  8 

13% 

12.68 

1.1 

-2.66 

def 

none 

0.0 

587 

Universal  Foods 

21.9 

31   -  9% 

24% 

14.88 

1.6 

2.91 

8 

1.04 

4.3 

866 

Bethlehem  Steel 

21.7 

32  -I41/2 

23% 

28.31 

0.8 

-13.41 

def 

0.60 

2.5 

655 

Potlatch 

21.5 

49%- 19 

36 

34.22 

1.1 

1.78 

20 

1.48 

4.1 

506 

Acme-Cleveland 

21.3 

355/8-155/8 

22% 

27.56 

0.8 

-7.39 

def 

0.40 

1.8 

624 

California  First  Bnk 

21.2 

173/4-ll'/2 

16% 

23.10 

0.7 

1.87 

9 

1.08 

6.5 

729 

Warner-Lambert 

21.1 

35  -17 

28% 

14.37 

2.0 

2.43 

12 

1.48 

5.1 

724 

Kaneb  Services 

21.0 

40'/8-ll3/4 

15% 

13.39 

1.2 

2.17 

7 

1.04 

6.6 

760 

N  Y  State  Elec  &  Gas 

20.7 

227/8-13V8 

20% 

21.82 

0.9 

3.11 

7 

2.32 

11.4 

889 

St  Regis 

19.9 

42  Vi- 17 1/2 

337/8 

41.09 

0.8 

-0.36 

def 

1.12 

3.3 

903 

Data  General 

19.8 

43%-10% 

36% 

19.56 

1.9 

0.96 

38 

none 

0.0 

599 

Upjohn 

19.7 

69  -38 

58V2 

32.19 

1.8 

4.99 

12 

2.28 

3.9 

630 

Crocker  National 

19.5 

42  -20% 

29  Vs 

59.16 

0.5 

3.11 

9 

2.40 

8.2 

631 

Manufacturers  Hanover 

19.4 

51  -26 

38V2 

59.34 

0.6 

8.29 

5 

3.04 

7.9 

801 

Moore  McCormack  Res 

19.4 

39%-ll% 

23% 

40.07 

0.6 

0.69 

34 

1.04 

4.4 

673 

Keystone  Consolidated 

19.2 

20 '/4-  7V4 

11% 

36.09 

0.3 

-12.13 

def 

none 

0.0 

807 

Houston  Industries 

19.2 

24i/4-16Vi 

21% 

22.89 

1.0 

3.59 

6 

2.32 

10.7 

Note:  Except  as  footnoted,  price  changes  are  measured  from  Dec  29, 1978  to  Nov  15, 1983  For  comparison,  the  five  year  change  in  the  Consumer  Price  Index 
was  54.9%. 

'Not  ranked  last  year.    NM:  not  meaningful    def:  deficit. 
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Who's  where  in  the  stock  market 


Recent 

Latest 

5-year 

1979-83 

price/ 

12-month 

Price/ 

Indicated 

Rank 

price 

price 

Recent 

Book  value 

book 

earnings 

earnings 

annual 

Curre 

83 

82 

Company 

change 

range 

price 

(per  share) 

value 

per  share 

ratio 

dividend 

yield 

820 

944 

Pan  Am  World  Airways 

18.9% 

m-  2% 

77/8 

$4.11 

1.9 

$-3.40 

def 

none 

0.0°A 

821 

821 

Boston  Edison 

18.9 

28%-18% 

28% 

31.39 

0.9 

3.82 

7 

$2.88 

10.1 

822 

791 

Pac  Gamble  Robinson 

18.4 

24'/4-15>4 

22  W 

28.82 

0.8 

1.80 

12 

1.60 

7.2 

823 

793 

So  Carolina  E  &  G 

18.4 

21'/4-12 

20'/s 

18.09 

1.1 

2.38 

8 

2.00 

9.9 

824 

509 

Di  Giorgio 

i «  9 

l  D  /8 —  / 

1 X 
10 

17^1 

n  7 

u.  7 

u.yD 

1 4 

A  O 

824 

926 

Diamond  Shamrock 

18.2 

39%-16'/2 

22% 

22.14 

1.0 

1.64 

14 

1.76 

7.7 

824 

844 

Penn  Power  &  Light 

18.2 

24i/2-14'/2 

22% 

24.73 

0.9 

3.11 

7 

2.40 

10.5 

827 

316 

Baker  International 

18.1 

53'/2-15'/2 

18% 

16.98 

1.1 

-0.91 

def 

0.92 

4.9 

828 

790 

Timken 

17.8 

78  -40% 

585/s 

69.86 

0.8 

-2.51 

def 

1.80 

3.1 

829 

878 

Louisville  Gas  &  Elec 

17  1 

941/0  141/1 

Zt  /B —  1  *r  /2 

94. 

99  14 

ZZ.  X  *+ 

1  1 
1 . 1 

9  77 

Z.  7  / 

0 

y 

9  3A 
Z.oO 

O  Q 

830 

896 

Eagle-Picher  Inds 

16.7 

255/s-  95/s 

24  Vi 

22.60 

1.1 

1.24 

20 

0.96 

3.9 

831 

531 

Cook  United 

16.4 

9%-  2% 

35/8 

10.16 

0.4 

-1.12 

def 

none 

0.0 

832 

780 

Continental  Corp 

16.3 

38  -205/s 

28'/2 

38.43 

0.7 

0.74 

39 

2.60 

9.1 

833 

837 

Halliburton 

16.3 

86%-21 

38% 

29.49 

1.3 

2.80 

14 

1.80 

4.7 

834 

722 

Comerica 

1A  9 

JU  /4 —  17/8 

98IA 
Zo  /2 

4n  ni 

n  7 

u.  7 

4  1 1 

7 

9  nn 

7  n 

7  .u 

835 

704 

Phelps  Dodge 

16.1 

48'/2-18l/4 

24% 

45.00 

0.5 

-1.91 

def 

none 

0.0 

836 

647 

Gould 

15.8 

43%- 19% 

30 '/4 

20.31 

1.5 

1.67 

18 

1.72 

5.7 

837 

887 

Detroit  Edison 

15.7 

16  -10 

15% 

16.49 

0.9 

2.14 

7 

1.68 

10.8 

838 

682 

Petrie  Stores 

15.5 

40  -15'/2 

31 

12.37 

2.5 

2.05 

15 

1 .40 

4.5 

839 

921 

Republic  Steel 

1^4 

OZ  /8 — lo  /4 

9  A'/a 

ZO  /4 

8A  7fl 

OO.  7  u 

u.o 

1  ^  40 

— 1  j  .ty 

UCI 

U.  jU 

1  Q 

1  .y 

840 

708 

Champion  Intl 

15.3 

287/8-ll% 

24  V2 

28.43 

0.9 

0.98 

25 

0.40 

1.6 

841 

892 

Reynolds  Metals 

14.9 

41 3/8- 18% 

37'/2 

63.67 

0.6 

-6.88 

def 

1.00 

2.7 

842 

568 

Gibraltar  Financial 

14.6 

165/s-  2% 

11% 

8.33 

1.4 

1.75 

7 

none 

0.0 

843 

937 

McDermott  Intl 

14.6 

465/8-143/4 

24 '/2 

33.13 

0.7 

2.44 

10 

1.80 

7.3 

844 

858 

VyillUlind  rnl  OL  L.I 

14^ 

943/.  147/0 

Z*+  /4 —  If /8 

Z*t  /8 

24  74 

1  .U 

3  9f1 
o.zu 

Q 

0 

9  0 

1  n  9 
1  u.z 

845 

819 

Midland-Ross 

14.3 

30'/2-ll3/4 

19 

21.76 

0.9 

-1.07 

def 

1.00 

5.3 

846 

895 

Crown  Zellerbach 

13.8 

623/4-15'/4 

35  Vi 

35.36 

1.0 

0.98 

36 

1.00 

2.8 

847 

583 

UAL 

13.3 

415/8-13'/2 

33 

37.57 

0.9 

0.75 

44 

none 

0.0 

848 

815 

Dominion  Resources 

13.1 

(197/  1^1/ 

23'/8— 13% 

23% 

27.33 

0.9 

3.04 

8 

2.56 

10.8 

849 

ml  rcpjjci 

12.9 

191/4—  91/2 

16% 

6.61 

2.5 

n  30 

U.J7 

42 

0  84 

5  1 

850 

814 

BancOhio 

12.9 

23  -11% 

21'/2 

40.76 

0.5 

1.95 

11 

1.00 

4.7 

851 

885 

Cross  &  Trecker 

12.6* 

41%-  9Vl 

24% 

17.40 

1.4 

0.30 

NM 

0.80 

3.2 

852 

869 

Cleveland  Elec  Ilium 

12.6 

23  -13'/2 

19 

19.86 

1.0 

3.15 

6 

2.40 

12.6 

853 

949 

UMC  Industries 

12.3 

I8V2-  7% 

16 

16.98 

0.9 

0.36 

44 

0.60 

3.8 

854 

855 

1  9 

9  ^3/0    1  C3/. 
ZD  /8 —  ID  /A 

9 1 3/. 

Z 1  /4 

91;  An 

f)  8 

9  90 
z.zy 

0 

y 

9  1 4 

z.  1 

0  8 

y  .0 

855 

845 

United  Illuminating 

12.1 

29  -17 

25>/2 

29.90 

0.9 

5.58 

5 

3.08 

12.1 

856 

875 

Duquesne  Light 

11.9 

19  -ll3/8 

16'/2 

16.36 

1.0 

2.02 

8 

2.00 

12.1 

857 

171 

Frontier  Holdings 

11.8 

30  Vi-  7 

13'/2 

18.39 

0.7 

-2.08 

def 

0.20 

1.5 

858 

572 

Fisher  Foods 

11.3 

15'/2-  55/8 

97/s 

14.60 

0.7 

0.49 

20 

none 

0.0 

859 

818 

Union  Electric 

111.  o 

1 0  /4—  y  /4 

1 43/. 

l*f  /4 

1  ^  A  9 
13. OZ 

n  0 

u.y 

9  Afi 
Z.Oo 

£ 
0 

1  79 

1 .  /  z 

1 1  7 
11./ 

860 

820 

Rochester  Gas  &  Elec 

10.2 

18%-10 

17% 

20.79 

0.8 

3.09 

6 

1.84 

10.4 

861 

749 

AMF 

9.7 

281/2-ll'/2 

17 

18.09 

0.9 

-0.60 

def 

0.50 

2.9 

862 

731 

Arizona  Public  Service 

9.2 

26'/2-145/8 

22 '/4 

22.75 

1.0 

3.42 

7 

2.60 

11.7 

863 

564 

Ampco-Pittsburgh 

9.0 

26%-10'/8 

12% 

21.98 

0.6 

-1.22 

def 

0.30 

2.3 

864 

932 

\licltll  4 

A  0 

3/13/.      C 1/, 
0*t  /4 —    0  /2 

Z*+  /8 

10  01 

1  2 

—2  17 

def 

none 

0.0 

865 

812 

UGI 

8.8 

36%- 17 

18S/8 

27.76 

0.7 

0.32 

58 

2.04 

11.0 

866 

873 

Commonwealth  Edison 

8.7 

29'/4-161/4 

28 

26.42 

1.1 

4.40 

6 

3.00 

10.7 

866 

679 

Lubrizol 

8.7 

413/4-14'/4 

24% 

11.79 

2.1 

1.49 

17 

1.08 

4.3 

868 

548 

First  City  Bancorp 

8.7 

41'/4-155/8 

18 

24.31 

0.7 

2.41 

7 

1.30 

7.2 

869 

839 

Kaiser  Alum  &  Chem 

O.O 

201/.  1 1  ia 

OU/4— 1  1  V2 

1 0 

n  a 
u.o 

— **.yo 

□ei 

n  ah 
u.ou 

1  9 

O.Z 

870 

765 

Longview  Fibre 

8.3 

40  -141/2 

26 

17.62 

1.5 

0.81 

32 

1.20 

4.6 

871 

872 

Public  Service  Colo 

8.2 

19  -1114 

181/8 

16.52 

1.1 

1.93 

9 

1.84 

10.2 

872 

848 

Gas  Service 

6.9 

I6V4-  9lA 

\5V% 

19.11 

0.8 

0.68 

23 

NM 

873 

424 

ueico 

0.3 

07        1  AlA 
Of     —  1 4  72 

1  07/D 

iy/8 

1(5. DD 

1 . 1 

—Z.oo 

Ha* 
del 

n 

U.DO 

1  A 

874 

826 

Dresser  Industries 

O.l 

C7          1  0  1/. 
Df     — 1 L V 4 

1  05/o 

Zj.jj 

n  c 
u.o 

u.uo 

MM 

n  fin 

U.oU 

875 

669 

Deere 

5.8 

49%-22 

36% 

35.29 

1.0 

-0.33 

def 

1.00 

2.7 

876 

859 

National  City 

5.7 

46  -233/4 

42 

51.92 

0.8 

6.15 

7 

2.75 

6.5 

877 

282 

Milton  Bradley 

5.6 

50V2-14'/2 

21% 

26.32 

0.8 

0.52 

41 

1.20 

5.6 

878 

757 

Phillips  Petroleum 

5.5 

627/8-23'/2 

33% 

37.70 

0.9 

4.11 

8 

2.20 

6.6 

879 

838 

NICOR 

5.2 

45'/2-243/4 

27% 

33.50 

0.8 

1.01 

27 

3.04 

11.0 

880 

843 

Middle  South  Utils 

5.0 

167/8-10'/4 

15% 

18.05 

0.9 

2.35 

7 

1.74 

11.0 

881 

893 

Am  Natural  Resources 

4.8T 

44  -25  % 

40% 

38.87 

1.0 

6.93 

6 

3.16 

7.8 

882 

881 

Michigan  National 

4.6 

20!/4-  9% 

16Vi 

30.24 

0.5 

2.49 

7 

1.20 

7.3 

Note-  Except  as  footnoted,  price  changes  are  measured  from  Dec  29, 1978  to  Nov.  15, 1983  For  comparison,  the  five-year  change  in  the  Consumer  Price  Inde 

was  54.9%. 

*Not  ranked  last  year    fPrice  change  does  not  reflect  the  value  of  shares  received  in  spinoff    ^Four-year  price  range    NM:  not  meaningful    def:  defici) 
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io's  where  in  the  stock  market 


Recent 

Latest 

5-year 

1979-83 

price/ 

12-month 

Price/ 

Indicated 

tank 

price 

price 

Recent 

Book  value 

book 

earnings 

earnings 

annual 

Current 

82 

Company 

change 

range 

price 

(per  share) 

value 

per  share 

ratio 

dividend 

yield 

867 

Champion  Spark  Plug 

3.9% 

13%-  6% 

10 

$  9.42 

1.1 

$  0.55 

18 

$0.40 

4.0% 

606 

Athlone  Industries 

3.9 

30  -14% 

20% 

22.22 

0.9 

-1.47 

def 

1.60 

7.9 

942 

Talley  Industries 

3.3 

125/g-  3% 

11% 

11.40 

1.0 

0.87 

14 

none 

0.0 

886 

Georgia-Pacific 

3.1 

34%-13% 

25 

20.39 

1.2 

0.40 

63 

0.60 

2.4 

789 

American  Tel  &  Tel 

2.9 

70%— 45 

62 '/t 

68.92 

0.9 

7.05 

9 

5.40 

8.7 

852 

Brockway  Inc  (NY) 

2.3 

19  to- 12  to 

16% 

29.48 

0.6 

1.32 

13 

1.32 

7.9 

901 

DEKALB  AgResearch 

2.1 

60%-12% 

24% 

30.28 

0.8 

1.07 

23 

0.72 

3.0 

877 

Phila  Electric 

1.6 

18%-11% 

15% 

17.93 

0.9 

2.47 

6 

2.12 

13.5 

940 

Castle  &  Cooke 

0.9 

18'/g-  6% 

16 

14.22 

1.1 

0.42 

38 

none 

0.0 

954 

National  Intergroup 

U.4 

0  CIA    1  T7/„ 
ODV2—L5/8 

29% 

54.03 

0.5 

-10.37 

def 

0.25 

0.9 

472 

InterFirst 

0.4 

32%- 15% 

16% 

20.45 

0.8 

-1.17 

def 

1.20 

7.2 

909 

Ohio  Edison 

0.0 

17to-10% 

14% 

15.48 

1.0 

2.07 

7 

1.80 

12.1 

706 

Southwest  Forest  Inds 

0.0 

287/s-  7'/4 

13  % 

23.63 

0.6 

-2.36 

def 

none 

0.0 

222 

Tosco 

0.0 

45%-  4V2 

6 

14.98 

0.4 

-13.30 

def 

none 

0.0 

923 

Ingersoll-Rand 

-0.5 

80  -35 '/i 

48% 

57.13 

0.8 

-1.55 

def 

2.60 

5.4 

102 

Bally  Manufacturing 

-0.9 

48%- 17% 

20% 

18.62 

1.1 

1.01 

20 

0.20 

1.0 

950 

Colonial  Penn  Group 

-1.5 

27'/2-ll'/4 

24l/2 

20.18 

1.2 

2.68 

9 

1.40 

5.7 

952 

General  Refractories 

-2.0 

14  -  2% 

6% 

4.85 

1.3 

-2.67 

def 

none 

0.0 

869 

Sperry 

-2.2 

655/8-20'/2 

43% 

52.68 

0.8 

3.20 

14 

1.92 

4.4 

925 

Bucyrus-Erie 

1  A 

—ZA 

1 7 1  a   1  ni/. 
Lin—  lU'/4 

1  c  1  / 

19.65 

0.8 

-3.43 

del 

0.44 

2.9 

955 

National-Standard 

-2.5 

21%-  7!/8 

14% 

22.32 

0.6 

-0.23 

def 

none 

0.0 

893 

Ideal  Basic  Inds 

-3.4 

36'/4-ll3/4 

21% 

25.72 

0.8 

0.92 

23 

none 

0.0 

804 

Amsted  Industries 

-3.5 

49  -185/s 

34  % 

34.32 

1.0 

-0.35 

def 

0.80 

2.3 

47 

Storage  Technology 

-4.1 

40%- 11% 

14% 

15.92 

0.9 

0.09 

NM 

none 

0.0 

OH 

Rexnord 

A  7 

ZUV4—  0/2 

1  cl/„ 
1 0^/8 

1  7  nn 

1  /  .yu 

0.9 

0.43 

36 

0.40 

2.6 

919 

Amer  Hoist  &  Derrick 

-5.2 

26%-  8% 

13% 

26.61 

0.5 

-5.13 

def 

none 

0.0 

888 

Clark  Equipment 

-5.5 

45  -18 

34% 

33.41 

1.0 

1.04 

33 

1.10 

3.2 

934 

No  Indiana  Pub  Svc 

-5.6 

16%-10 

14% 

15.25 

1.0 

1.60 

9 

1.50 

10.1 

833 

Dayton  Power  &  Light 

-6.0 

19%-ll'/8 

13% 

18.35 

0.7 

2.62 

5 

2.00 

14.5 

914 

Research-Cottrell 

—0.5 

11  1/       O  V. 

21'/8—  yVi 

15 

23.16 

0.6 

0.97 

15 

0.32 

2.1 

962 

Revere  Copper 

-7.6 

25%-  4% 

12% 

5.56 

2.2 

-4.36 

def 

none 

0.0 

918 

Koppers 

-8.7 

35'/4-ll'/4 

18% 

20.28 

0.9 

0.11 

NM 

0.80 

4.4 

965 

Westmoreland  Coal 

-9.4 

37!/2-13'/a 

24 

25.48 

0.9 

1.14 

21 

0.40 

1.7 

691 

Parker  Drilling 

-10.3 

36%-  7% 

9% 

13.26 

0.7 

-0.89 

def 

0.16 

1.8 

OOA 

OoU 

Illinois  Power 

—1 1.0 

z4'/8—  lcr/4 

20 '/4 

21.53 

0.9 

3.55 

6 

2.48 

12.2 

900 

Toledo  Edison 

-12.1 

22 '/2- 15 

19 

23.32 

0.8 

3.39 

6 

2.44 

12.8 

829 

Armco 

-12.6 

41%-14'/2 

17% 

29.25 

0.6 

-10.53 

def 

0.40 

2.3 

941 

Pittston 

-13.0 

34%-ll% 

15% 

16.34 

0.9 

-0.36 

def 

0.20 

1.3 

882 

Xerox 

-13.2 

71%-27% 

46  % 

43.96 

1.1 

4.41 

10 

3.00 

6.5 

517 

Ashland  Oil 

-14.1 

45-,/4-201/2 

29 

38.97 

0.7 

2.23 

13 

1.60 

5.5 

661 

Butler  Manufacturing 

-14.3 

30  %- 18 1/2 

25  to 

30.42 

0.8 

-0.39 

def 

1.32 

5.2 

920 

American  Elec  Power 

-14.8 

23%-15% 

18 

19.98 

0.9 

2.13 

8 

2.26 

12.6 

896 

Portland  Genl  Elec 

-14.9 

18%- 10% 

14% 

18.55 

0.8 

2.37 

6 

1.78 

12.5 

835 

Long  Island  Lighting 

-15.2 

18'/4-13'/2 

14% 

18.65 

0.8 

2.80 

5 

2.02 

13.8 

Paget  Sound  Pwr  &  Lt 

-15.7 

17'/2-l  1 

14'/8 

17.35 

0.8 

1.76 

8 

1.76 

12.5 

953 

Inco 

-16.7 

33%-  7% 

13% 

12.76 

1.0 

-2.98 

def 

0.20 

1.5 

533 

Smith  International 

-16.9 

70%-i8 

19% 

29.36 

0.7 

-4.14 

def 

0.96 

5.0 

943 

MAPCO 

-18.2 

51%-20'/2 

23% 

21.06 

1.1 

1.90 

12 

1.00 

4.2 

119 

Mattel 

-18.3 

31'/2-  5% 

6% 

11.76 

0.5 

-9.53 

def 

none 

0.0 

890 

Liquid  Air 

-18.7 

21% 

21.79 

1.0 

1.80 

12 

1.60 

7.4 

876 

Northwestern  Steel 

-18.9 

291/4-14% 

23% 

30.25 

0.8 

-2.68 

def 

none 

0.0 

883 

Continental  Illinois 

-19.1 

42%- 15% 

21% 

42.81 

0.5 

2.91 

7 

2.00 

9.5 

693 

Amdahl 

-19.3 

29%-  7% 

19% 

7.71 

2.5 

0.65 

30 

0.20 

1.0 

Lukens 

-19.8 

17V2-  8% 

12% 

26.99 

0.5 

-2.61 

del 

0.40 

3.2 

938 

Inland  Steel 

-20.7 

40%- 18 '/s 

27% 

52.19 

0.5 

—4.84 

del 

0.50 

1.8 

957 

Evans  Products 

-22.5 

24%-  4'/2 

12% 

15.56 

0.8 

-4.23 

def 

none 

0.0 

854 

Public  Service  Indiana 

-22.8 

271/2-1 7% 

19 

26.10 

0.7 

4.21 

5 

2.88 

15.2 

905 

Consumers  Power 

-22.9 

23%-15% 

17% 

26.87 

0.6 

3.02 

6 

2.52 

14.6 

773 

BankAmerica 

-25.2 

30%-15% 

19% 

28.96 

0.7 

2.22 

9 

1.52 

7.9 

836 

Alexander  &  Alexander 

-26.4 

38  -18% 

20'A 

10.61 

1.9 

-0.13 

def 

1.00 

4.9 

825 

AMAX 

-26.5 

69  -17'/2 

23% 

32.45 

0.7 

^t.50 

def 

0.20 

0.8 

246 

Oak  Industries 

-26.7 

38  '/2-  4% 

6 

15.20 

0.4 

-6.15 

def 

none 

0.0 

908 

Caterpillar  Tractor 

-27.2 

73'/4-33'/8 

42% 

38.28 

1.1 

-5.96 

def 

1.50 

3.5 

Note:  Except  as  footnoted,  price  changes  are  measured  from  Dec.  29, 1978  to  Nov.  15,  1983.  For  comparison,  the  five-year  change  in  the  Consumer  Price  Index 
was  54.9%. 

*Not  ranked  last  year.    NM:  not  meaningful,    def:  deficit. 
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Who's  where  in  the  stock  market 


Recent 

Latest 

5-year 

1070  ftl 

price/ 

12-month 

Price/ 

Indicated 

Rank 

price 

price 

Recent 

Book  value 

book 

earnings 

earnings 

annual 

Curret 

83 

82 

Company 

change 

range 

price 

(per  share) 

value 

per  share 

ratio 

dividend 

yield 

946 

931 

Chiomalloy  American 

-28.2% 

28  Vi-  7Vi 

11*4 

$17.60 

0.6 

$-1.33 

def 

none 

0.0% 

947 

959 

Hanna  Mining 

-28.8 

443/s-161/2 

21% 

3870 

0.6 

-3.57 

def 

$0.40 

1.8 

948 

935 

Dravo 

— zy.o 

oo  V8—  y  V4 

1  'XX/a 

LOV4 

1  7  fil 
1  /  ,oZ 

n  7 

Tin 

— Z.  1 U 

aei 

n  cn 

u.du 

6.0 

949 

686 

Eastern  Air  Lines 

-30.9 

13  Vs-  3% 

5% 

9.59 

0.6 

-7.17 

def 

none 

0.0 

950 

779 

Polaroid 

-30.9 

56  -16% 

35% 

29.16 

1.2 

1.09 

33 

1.00 

2.8 

951 

924 

Bird 

-34.0 

22%-  4% 

12 

13.12 

0.9 

-0.94 

def 

none 

0.0 

952 

945 

Burroughs 

-35.3 

871/2-27'/8 

47% 

48.36 

1.0 

4.35 

11 

2.60 

5.5 

953 

930 

Revlon 

—  >  j.j 

Jf  /8 — Zl  /8 

00  /4 

zy.uo 

1  1 
1  .  1 

z.zu 

1 J 

c  c 
3.0 

954 

917 

Cincinnati  G  &  E 

-36.3 

21  Vs- 12% 

12% 

19.70 

0.6 

2.99 

4 

2.16 

16.9 

955 

947 

Chic  Pneumatic  Tool 

-38.1 

29%- 10% 

15 

27.93 

0.5 

-4.37 

def 

none 

0.0 

956 

973 

Massey-Ferguson 

-40.0 

13%-  1% 

5% 

-1.94 

NE 

-9.35 

def 

none 

0.0 

957 

* 

Apple  Computer 

-42.lt* 

63'/4-10% 

19% 

4.50 

4.4 

1.28 

15 

none 

0.0 

958 

743 

Toro 

zy  /%—  d  /» 

1U  /8 

ft  m 
o.u  1 

1.0 

n  1 1 
u.  1 1 

INIivl 

none 

n  n 
U.U 

959 

963 

Allis-Cha  Inters 

-45.7 

38%-  6'/4 

15% 

28.45 

0.6 

-20.09 

def 

none 

0.0 

960 

635 

Republic  Airlines 

-47.4 

11%-  2% 

3% 

1.27 

3.0 

-7.04 

def 

none 

0.0 

961 

960 

Harnischfeger 

-48.0 

26   -  5'/2 

8% 

13.57 

0.6 

-9.26 

def 

none 

0.0 

962 

951 

Western  Air  Lines 

-48.5 

12  -  3% 

4  74 

4.69 

0.9 

-7.88 

def 

none 

0.0 

963 

970 

\i  1  n  \  r  1 1  9  a 
ivlallVlUC 

-49.2 

97%—  4.% 

z  /  /4 —  /4 

1 1  '/> 

31  38 

n  4 

9  04 

4 

none 

n  n 

964 

966 

First  Pennsylvania 

-51.9 

15   -  2% 

6% 

11.81 

0.5 

-1.14 

def 

none 

0.0 

965 

948 

Avon  Products 

-54.7 

56  -19% 

23 

16.40 

1.4 

2.45 

9 

2.00 

8.7 

966 

961 

Pettibone 

-55.7 

29  !/4-  7'/4 

7% 

17.02 

0.5 

-18.63 

def 

none 

0.0 

967 

967 

Wickes  Cos 

-55.9 

18-2 

5'/4 

-15.42 

NE 

-0.92 

def 

none 

0.0 

968 

958 

Savin 

£A  A 
— jO.4 

1  Q3A  Ai/a 

i  y  /4 —  /» 

0/2 

a  sn 

1  1 
1  .  1 

1  07 

del 

none 

n  n 
U.U 

969 

487 

Texas  Air 

-56.8 

15'/4-  4 

5*4 

4.15 

1.2 

-11.88 

def 

none 

0.0 

970 

967 

General  Public  Utils 

-58.6 

18%-  3% 

7% 

23.45 

0.3 

0.76 

10 

none 

0.0 

971 

936 

Marion 

-59.3 

15%-  1 

l'/4 

2.19 

0.5 

-1.36 

def 

none 

0.0 

972 

972 

Intl  Harvester 

-63.5 

45!/2-  2% 

13% 

-18.60 

NE 

-23.00 

def 

none 

0.0 

973 

865 

UDT  Inrliictrioc 

ntv  i  inuuairies 

-Oj.J 

113/,      1 IA 
1  1/4 —  Z  /4 

aL  /b 

A  9.A 

n  a 
u.o 

— 4.ZJ 

aer 

none 

n  n 

U.U 

974 

28 

Baldwin-United 

-73.2 

50%-  2'/s 

2% 

17.61 

0.2 

-28.80 

def 

none 

0.0 

975 

964 

Rath  Packing 

-76.5 

8%-  Vi 

Vi 

5.64 

0.1 

-3.18 

def 

none 

0.0 

976 

971 

AM  International 

-80.8 

25  -  % 

4»/8 

-7.76 

NE 

0.29 

14 

none 

0.0 

977 

956 

Tiger  International 

-81.5 

28%-  4'/4 

4V2 

16.72 

0.3 

-14.35 

def 

none 

0.0 

** 

* 

American  President 

T  ft  1 A    1ft  I/. 
Zo/8— 1o/4 

LI  v8 

IN  A 

1  no 

Z3 

none 

n  n 
U.U 

•* 

* 

Big  Bear 

15  -lOVi 

11% 

4.43 

2.7 

1.59 

7 

none 

0.0 

Bruno's 

21   -  5% 

14'/2 

3.90 

3.7 

0.92 

16 

0.24 

1.7 

w* 

* 

Calif  Federal  S&L 

30'/4-20 

23% 

NA 

- 

4.44 

5 

none 

0.0 

** 

• 

CIGNA 

55%-31 

43 

62.59 

0.7 

5.85 

7 

2.48 

5.8 

•  * 

* 

Engelhard 

A  A  3 A  17 
4474—1  / 

5  /UA 
O072 

13. oz 

T  A 

Z.4 

z.ol 

1  A 

n  ila 

1  0 
1.0 

»• 

* 

L  B  Foster 

17V2-  4 

6% 

7.87 

0.8 

-1.30 

def 

0.10 

1.6 

Geo  International 

46  Vi-  7Vi 

8% 

13.13 

0.7 

-3.15 

def 

none 

0.0 

** 

* 

Glendale  Federal  S&L 

13%-  9% 

11  Va 

NA 

- 

2.03 

6 

none 

0.0 

** 

Gulfstream  Aerospace 

231/2-14% 

17% 

2.43 

7.2 

1.64 

11 

none 

0.0 

«« 

* 

Unmp  Fprlpra]  ^Jb  T  -Pal 

nuillc  rcucidi  io.lv  as 

9^3A    1  37/o 
ZD  /8— lo  /8 

1  AVo 

MA 

n  oo 
u.yy 

ID 

none 

n  n 

U.U 

#« 

* 

Imperial  Corp  of  Am 

173/g_  43/, 

10% 

15.30 

0.7 

-2.31 

def 

none 

0.0 

756 

Louisiana  Land 

30'/8-23V2 

27Va 

22.07 

1.2 

2.64 

10 

1.00 

3.7 

*» 

* 

Mack  Trucks 

19'/2-15'/4 

19'/s 

14.78 

1.3 

-1.18 

def 

none 

0.0 

«» 

* 

Masonite 

59  -17% 

45  Vi 

37.29 

1.2 

3.67 

12 

1.32 

2.9 

*« 

* 

McLean  Industries 

11  —  y/8 

1U  /8 

C  A  7 

1  0 

1  f\A 

1  n 
IU 

none 

n  n 
U.U 

MidCon 

39'/4-19% 

35% 

33.91 

1.0 

4.11 

9 

2.16 

6.1 

Nabisco  Brands 

44%-25'/8 

42% 

26.22 

1.6 

4.84 

9 

2.28 

5.3 

** 

* 

Norfolk  Southern 

70%-40'/4 

64% 

55.44 

1.2 

4.70 

14 

2.80 

4.3 

»« 

Pabst  Brewing 

1Z1A  71/. 
1 0  /8—   /  /4 

73/. 

1  /A 

KT  A 
IN  A 

jVT  A 

IN  A 

none 

n  n 
U.U 

Peabody  Intl 

1 5  Vi—  4% 

12% 

11.50 

1.1 

0.71 

17 

0.20 

1.6 

«« 

Peoples  Energy 

10%-  7 

9% 

10.71 

0.9 

1.25 

8 

1.00 

10.4 

** 

Phibro-Salomon 

41  -lO'/s 

30% 

12.85 

2.4 

3.22 

10 

0.54 

1.8 

w* 

PIMP  Financial 

HO  /4 — O  1  /2 

O7  /8 

39  06 
oz. yo 

1  9 
1 .z 

J. DO 

7 

9  19 
z.  1  z 

^  4 

«* 

Primark 

39  72-21 

37'/2 

53.68 

0.7 

2.82 

13 

2.40 

6.4 

Richardson- Vicks 

34%-20V2 

29% 

19.81 

1.5 

2.11 

14 

1.48 

5.1 

«* 

* 

RLC 

12V4-  3% 

10V4 

5.06 

2.0 

0.34 

30 

0.20 

2.0 

Student  Loan  Mktg 

27  -20% 

27 

2.95 

9.2 

1.28 

21 

0.11 

0.4 

Swift  Independent 

37%-  8% 

31'/8 

19.41 

1.6 

4.29 

7 

1.04 

3.3 

«• 

* 

Tribune 

31%-27%. 

31!/4 

16.63 

1.9 

1.71 

18 

0.72 

2.3 

Wilson  Foods 

15  -  4Vs 

7% 

14.26 

0.6 

-7.31 

def 

none 

0.0 

Note:  Except  as  footnoted,  price  changes  are  measured  from  Dec.  29, 1978  to  Nov.  15, 1983  For  comparison,  the  five-year  change  in  the  Consumer  Price  Indej 

was  54.9%. 

'Not  ranked  last  year.  "Not  ranked  due  to  merger,  spinoff,  new  issue  or  conversion  to  stock  company.  ttThree-year  price  change.  NA:  n<| 
available.    NM:  not  meaningful.    NE:  negative  equity,    def:  deficit 
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The  first  word  on 
the  most  exciting  new 

copiers  in  America. 


Productive 


Enlarges 

Reduces 


Expandable 

r 


Our  new  Royal  copiers 
offer  you  a  host  of 
exciting  work-saving 
features  and  options. 

But  our  most  impressive 
news,  isn't  new  at  all. 

Our  new  copier  line  offers  the  same  remarkable 
reliability  that  earned  our  ROYAL  122  and  130R 
Copiers  the  highest  ratings  from  respected  copier 
research  organizations  and  users  alike. 

Now  this  proven  reliability  is  available  in  the 


ROYAL  1602MR  Copier,  with 
enlargement,  reduction,  dual 
paper  trays  and  other  advanced 
features.  The  ROYAL  3302MR 
Copier,  a  copier  with  so  many 
options  it  grows  as  your  needs 
grow.  And  the  ROYAL  145R  Copier,  with  extra  paper  capac- 
ity and  more  automation  for  greater  productivity. 

Get  all  the  facts  on  the  new  Royal  line  of  copiers  today. 
Reliability  is  just  the  first  word  in  a  whole  new  chapter  of 
copying. 


The  New  Royal  copiers 

are  here! 


ROYAL 

ROYAL  BUSINESS  MACHINES.  INC 

For  information  or  a  demonstration: 
Call  toll-free  1-800-528-6050  Ext.  2246. 


In  Ariz.  1-800-352-0458  Exl.  2246 


No  copiers  get  better  words. 


is  a  registered  trademark  of  Rijval  Business  Mai  limes.  Inc       ©  1983 


I  ROYAL 
BUSINESS  MACHINES.  INC 


SUBSIDIARY  OF  TRIUMPH  ADIER 


Personal  Affairs 


Edited  by  William  G.  Flanagan 


You  can  t  prevent  your  home  from  being 
burglarized,  but  you  can  reduce  the  odds. 
Learn  from  this  bitter  experience. 

There's  a  burglary  every 
ten  seconds — my  turn 


A  burglar's 
dream  house 

Even  an  amateur  could 
easily  gain  access  to  this 
house,  through  unsecured 
windows  and  single-lock 
doors.  And  the  telltales 
that  the  residents  are  away 
are  painfully  obvious.  Such 
carelessness  invites  thieves. 
Checking  with  local  police, 
who  will  offer  free  advice  and 
suggestions,  is  clearly  in 
order  for  this  homeowner. 
A  Neighborhood  Watch 
program  would  provide 
additional  security;  an 
electronic  alarm  system  for  a 
house  with  so  many  means 
of  access  is  a  must. 
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By  Jean  A.  Briggs 


company  that  sells  burglar  alarms  is  sending  a  rep  to  my 
apartment.  Next  week  a  locksmith  will  come.  They  will 
each  do  a  security  survey  and  estimate  what  I  need  and  how 
much  it  will  cost  to  deter  future  thieves. 

It's  been  nearly  three  months  since  the  burglary.  The 
rational  explanation  for  my  procrastination  is  simple.  I 
have  nothing  left  for  anyone  to  steal.  But  I  know  there  is 
another,  emotional  reason.  I  still  don't 
like  thinking  about  the  burglary. 

Not  that  it  was  violent.  I  was  away 
at  the  time,  traveling  in  the  Middle 
East.  When  I  returned  the  apart- 
ment was  neat  and  orderly.  It 
wasn't  until  the  following  day, 
reaching  for  a  watch,  that  I  dis- 


covered I  had  been  robbed. 

The  watch  wasn't  in  its  little  blue- 
velvet   case.   Funny,   I   thought.  I 
reached  for  another  watch.  Its  red  sat- 
in case  was  empty,  too.  My  pearl  ring, 
my  jade  ring,  my  little  emerald  ring 
from  Peru  and  a  ring  with  diamond 
and  ruby  chips — all  were  gone.  So 
were  some  jade  teardrop  earrings  I 
had  just  received  for  my  birthday. 
Only  a  silver  and  turquoise  Hopi 
Indian  ring  remained. 

My  heart  seemed  to  drop 
straight  to  my  knees,  where  it 
pounded  wildly. 

Perhaps  my  friend  who  has  a 
key  had  stopped  by  and  had 
taken  these  things  for  safekeeping.  I 
clung  to  that  thin  hope  even  after  I 
discovered  that  the  locks  on  one  of 
the  windows  opening  onto  the  fire 
escape  were  open,  and  that  there  were 
also  grimy  fingerprints  on  the  win- 
dow frame. 

I  called  my  friend.  No  such  luck.  He 
came  over  to  comfort  me  and  I  called 
the  police.  They  arrived  within  min- 
utes, but  what  could  they  do?  The 
jewelry  was  gone,  the  burglar  was 
gone.  The  police  listened;  they  made  a 
report.  They  suggested  I  get  better 
locks  for  my  windows. 
My  reactions  were  guilt  and  re- 
morse. Somehow  I  felt  it  was  my 
fault  that  I  had  lost  those  beau- 
tiful things — treasured  gifts, 
.  remembrances  of  my  travels, 
|  /     family   keepsakes,  even 
my  grandmother's 
edding  ring.  Why 
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hadn't  I  been  more  careful? 

I  had  felt  so  secure  in  my  apart- 
ment, believing  as  I  did  that  the  court- 
yard and  fire  escape  were  simply  inac- 
cessible. Why  had  I  had  this  blind 
spot?  After  all,  I  had  once  found  a 
large  kitchen  knife  on  the  fire  escape, 
a  knife  that  I  now  recognize  was  won- 
derfully suited  to  opening  window 
locks.  At  the  time  I  thought  someone 
in  an  apartment  above  me  had  care- 


less the  loss  exceeds  $10,000. 

To  anyone  in  a  police  department 
anywhere,  my  tale  is  all  too  familiar. 
Though  the  total  number  of  house- 
hold burglaries  in  the  U.S.  declined 
10%  in  1982  from  1981,  one  burglary 
still  takes  place  every  10  seconds  in 
this  country.  The  vast  majority  occur 
during  broad  daylight— between  9 
a.m.  and  2  p.m. — when  residents  are 
away  from  home.  Usually,  the  burglar 
gets  in  fairly  easily  through  a  door  or  a 
window.  "In  this  area,"  says  Sergeant 
Pete  Toomey  of  the  Charlotte,  N.C. 
police  department,  "they  usually  pry 
open  the  back  door." 

There  are  some  exotic  entries:  the 
thief  in  Minneapolis  who  pushed  in  a 
wall  air-conditioning  unit  and 
crawled  through  the  shell,  the  one  in 


clamshell  window  locks,  for  example, 
or  doorknob  locks  with  throws  less 
than  an  inch  long — are  easy  to  defeat. 
If  he  has  to,  a  determined  burglar  will 
make  his  own  opening  in  a  door,  floor, 
ceiling  or  wall. 

The  name  of  the  game  is  to  make 
getting  into  your  place  more  trouble 
for  the  burglar  than  getting  into  some- 
where else.  The  police  themselves 
stand  ready  to  help.  Most  depart- 
ments around  the  country  now  have 
crime  prevention  units  (a  legacy  of  the 
short-lived  and  controversial  Law  En- 
forcement Assistance  Administra- 
tion). They  will  visit  your  home  and 
do  a  security  survey,  suggesting  ways 
to  better  secure  doors, 
windows  and  other 
entryways.   This  ser- 


Don't  tread  on  me 


Electronic  alarm  systems  are  pricey  (up  to  $3,500 
to  protect  a  four-bedroom  home).  But  they'll  de- 
tect the  unsuspecting  intruder,  and  thwart  all  but 
the  most  determined  pro.  Electronic  gates  (A), 
pressure-sensitive  mats  at  doorways  (B),  hard- 


wire systems  with  panic  buttons  (C)  and  ultra- 
sonic devices  (D) — all  are  designed  to  sound 
alarms  that  will  send  an  intruder  packing.  Sim- 
ply putting  a  decal  in  your  window  won't  faze  a 
pro,  but  will  deter  rookies  out  on  the  prowl. 


J 


lessly  dropped  it.  Dumb! 

Eventually  I  called  my  insurance 
agent.  Unfortunately  he  couldn't  offer 
much  consolation.  My  policy,  like 
most  policies,  has  a  limit  on  jewelry, 
and  I  didn't  have  any  floaters — special 
riders  to  cover  specific  items.  Still,  I 
did  get  a  check  right  away  for  the  $500 
limit  of  my  coverage. 

I  can,  of  course,  also  deduct  some  of 
the  loss  when  I  file  my  tax  returns  in 
April.  But  that's  about  all  I  can  expect. 
Return  of  the  jewelry  is  unlikely,  par- 
ticularly since  the  case  was  closed  the 
day  I  reported  it  (as  I  discovered  the 
night  the  policewoman  came  over  to 
take  fingerprints).  In  Manhattan  a  de- 
tective is  not  assigned  to  the  case  un- 


Philadelphia  who  gained  access  by 
pushing  in  a  clothes  dryer  vent,  the 
pair  in  Charlotte  who  crawled  under  a 
house  and  cut  an  opening  in  the  floor 
(only  to  have  a  china  cabinet  fall  in  on 
them),  the  "plumber"  in  Oklahoma 
City  who  made  unsolicited  visits  to 
houses  labeled  for  sale,  etc. 

But  burglars  seldom  need  to  be  so 
industrious.  An  empty  dwelling  ad- 
vertises itself — newspapers  and  flyers 
piling  up  on  doorsteps,  unshoveled 
walks,  uncut  grass,  dark  windows 
night  after  night,  even  the  absence  of 
garbage  for  a  few  days. 

Gaining  entry  is  usually  a  breeze. 
Windows  and  doors  are  the  most  vul- 
nerable points.  Many  locks — ordinary 


vice  is  absolutely  free. 

Detective  Jack  Meeks  of  the  New 
York  Police  Department's  crime  pre- 
vention unit  explains,  "We  like  to 
have  a  one-two  punch.  We  like  to  see 
good  hardware  and  good  software." 
He  means  good  locks  and  good  alarm 
systems. 

But  what  really  galls  police  is  the 
carelessness  that  makes  so  many  bur- 
glaries child's  play.  For  example,  peo- 
ple who  live  in  high-rise  buildings 
wrongly  assume  their  apartments  are 
safe  because  of  the  presence  of  a  door- 
man. Or  they  foolishly  give  out  their 
keys  to  tradespeople,  cleaning  per- 
sons, even  building  personnel.  Veter- 
an New  York  police  warn  tenants  to 
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;hange  locks  when  they  move  into  an 
ipartment,  and  to  give  spare  keys  to 
10  one.  One  cop  wearily  recounted  a 
:ypical  series  of  thefts  in  a  building: 
fhe  thief  enters  the  building  either 
:hrough  a  ruse  (such  as  making  a  de- 
ivery)  or  when  the  doorman  is  occu- 
pied. Working  from  the  top  floor 
lown  (less  traffic)  he  simply  tries  door 
ifter  door,  and  opens  the  ones  offering 
east  resistance. 

Police  officer  Stephen  Coleman  of 
:he  13th  precinct,  on  Manhattan's 
East  Side,  visited  my  apartment  last 
veek.  He  thought  my  front  door  and 
he  two  locks  on  it  were  adequate, 
rhe  door  is  solid  wood  covered  with 
netal,  and  there's  no  gap  between  it 
ind  the  frame.  Hollow  core  doors  can 
)e  kicked  in,  and  gaps  invite  prying, 
fhe  mortise  lock,  buried  in  the  door 
tself,  has  a  healthy  throw  that  fits 
mugly  into  the  groove  in  the  plate 
>pposite.  The  other,  a  dead-bolt  lock 
hat  I  had  installed  when  I  moved  in, 
vhile  not  the  most  pick-resistant  on 
he  market,  has  a  sufficiently  long 
vertical  drop  bolt.*  Officer  Coleman 
lid  suggest  that  I  install  a  metal  guard 
)late  over  the  lock,  to  thwart  lock- 
mlling  devices,  similar  to  those  used 
i>y  car  thieves,  and  he  suggested  that  I 
eplace  the  peephole  with  one  with  a 
ivider  angle  of  vision.  As  for  my  win- 
lows,  he  recommended  the  relatively 
inexpensive  technique  of  "pinning" 
hem.  That  means  drilling  a  hole 
hrough  each  corner  of  the  top  sash  of 
jhe  bottom  window  and  halfway 
hrough  the  bottom  sash  of  the  top 
ivindow  and  inserting  two  easily  re- 
movable nails.  Pinning  makes  the 
vindow  impossible  to  open  from  the 
lutside  without  breaking  the  glass. 

The  same  technique  can  be  used  on 
liding  glass  doors.  Police  also  recom- 
nend  installing  screws  in  the  space 
bove  sliding  doors  so  they  can't  easi- 
ly be  lifted  out. 

i  For  my  apartment  Officer  Coleman 
ihought  a  hardwire  alarm  would  be 
ppropriate.  That's  the  kind  that  goes 
>ff  when  the  contact  between  points 
>  broken.  There  are  also  alarm  sys- 
iems  that  can  sense  movement  in  a 
iven  space.  These  are  based  on  three 
liferent  technologies— infra  red,  ul- 
rasonic  and  microwave — each  with 
dvantages  and  disadvantages. 
All  of  these  can  be  installed  as  local 
r  central-office  alarms.  Local  alarms 
limply  create  a  racket  on  the  prem- 
ies, whereas  central-office  alarms 
lert  the  local  alarm  company,  which 


'  ock  picking,  it  turns  out,  is  almost  a  lost  ait.  Bur- 
'ars  don 't  need  such  skill  They  can  open  some  doors 
ist  by  sliding  a  thin  piece  of  plastic  such  as  a  credit 
wd  behind  the  tljrow 


calls  the  police  or  carries  out  your 
other  instructions.  Central-office 
alarms  can  either  sound  on  the  prem- 
ises or  be  silent.  Police  everywhere 
prefer  the  noisy  alarms.  "We  want  all 
hell  to  break  loose,"  says  Meeks."We 
want  to  annoy  the  neighbors  so  they'll 
call  the  police.  We  want  to  scare  the 
burglar  away.  Remember,  he  is  prob- 
ably armed  and  is  potentially  danger- 
ous. Time,  noise  and  light  are  the 
burglar's  worst  enemies." 

All  alarm  systems  require  some 
common  sense.  False  alarms  are  ev- 
eryone's enemy.  In  some  areas,  in- 
cluding New  York  City,  if  the  police 
respond  to  three  false  alarms  in  90 
days,  they  won't  respond  anymore. 

Okay.  You  have  taken  care  of  the 
hardware  and  the  software.  What 
more  can  you  do?  The  answer  is  to 
know  exactly  what  you  own  and  what 
it's  worth,  and  to  make  sure  you  have 
adequate  insurance  coverage.  It's  also 
a  good  idea  to  mark  your  valuables  in 
some  way.  The  police  can  help  here, 
too.  As  part  of  Operation  Identifica- 
tion (another  legacy  of  the  LEAA)  they 
will  lend  you  an  engraving  kit  so  you 


William  G.  Flanagan 
and  Maria  Fisher 

ALL  RIGHT,  THE  RECESSION  is  Over. 
You  have  weathered  the  storm 
\  and  still  have  your  job,  and 
maybe  you  even  received  a  couple  of 
small  raises.  (For  executives,  raises 
averaged  6.6%  last  year,  and  the  same 
is  predicted  for  1984,  according  to 
Hewitt  Associates.) 

But  a  lot  of  young  executives  are 
now  getting  antsy:  There  are  jobs  out 
there  again.  If  you  have  lost  ground 
over  the  past  couple  of  low-growth 
years,  vis  a  vis  your  peers,  maybe  it's 
time  to  confront  your  management 


can  mark  cameras,  videotape  record- 
ers, computers  and  the  like.  You  can 
then  put  decals  on  doors  and  windows 
to  notify  would-be  burglars  that  your 
goods  can  easily  be  traced.  Marked 
goods,  obviously,  are  harder  to  sell. 

Jewelry,  antique  furniture,  and  fine 
art  are,  of  course,  more  difficult  to 
protect.  But  you  can  photograph  and 
"fingerprint"  even  delicate  works  of 
art  without  damaging  them.  (An  ap- 
praiser will  tell  you  how.  If  you  need 
one,  contact  the  Appraisers  Associ- 
ation of  America,  60  East  42nd  Street, 
New  York,  N.Y,  10165,  for  names  of 
local  appraisers  in  your  area). 

A  final  defense  the  police  recom- 
mend is  a  Neighborhood  Watch  pro- 
gram. You  and  your  neighbors  agree  to 
look  out  for  one  another.  The  local 
crime  prevention  officer  will  be  happy 
to  give  your  group  a  few  tips. 

Such  preventive  medicine  does 
work,  although  there  is  seldom  evi- 
dence of  its  effectiveness.  But  if  there 
is  a  wave  of  burglaries  in  your  neigh- 
borhood, chances  are,  the  homes  hit 
will  not  be  those  with  the  best — but 
those  with  the  easiest — pickings.  ■ 


and  find  out  just  where  you  stand.  It 
could  be  time  for  a  change. 

If  you  do  enter  the  job  market  again, 
the  multithousand-dollar  question  is: 
How  much  more  should  you  expect 
when  changing  jobs?  And  what  can 
you  do  to  get  as  much  as  possible? 

First,  the  bad  news.  Companies  are 
simply  not  opening  their  wallets  as 
widely  as  they  once  did  to  attract  ex- 
perienced talent.  They  don't  have  to. 
"Four  years  ago,  the  people  we  placed 
were  taking  jobs  that  were  paying  an 
average  of  23%  above  their  previous 
salaries,"  says  Cliff  Benfield,  presi- 
dent, Hay  Career  Consultants.  "This 
year  the  average  is  running  15%." 


There  s  a  thaw  in  the  job  market,  and  you 
are  ready  to  move  on.  How  much  of  a  raise 
should  you  ask  for? 

Out  of  the 
foxholes 
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That  figure,  Benfield  notes,  is  cur- 
rently distorted  by  the  large  numbers 
of  disgruntled  employees  willing  to 
jump  ship  for  a  pittance.  If  you  are  not 
desperate  (or  don't  appear  to  be),  what 
increase  can  you  reasonably  expect? 

"The  minimum  increase  to  change 
a  job  should  be  20%,"  says  Robert 
Hallagan,  a  managing  partner  with 
Heidrick  &.  Struggles  in  Boston.  "The 
range  is  usually  20%  to  50% — but 
50%  and  over  is  a  bit  greedy." 

Says  Benfield:  "If  my  son  came  to 
me  and  said  a  recruiter  offered  him  a 
good  job  and  what  should  he  ask  for, 
I'd  say  go  for  a  20%  increase." 

"I'd  say  15%  to  20%  is  the  mini- 
mum acceptable,"  says  William  Cash, 


According  to  Carl  Menk,  president 
of  Boyden  Associates,  it's  best  not  to 
present  a  laundry  list  of  living  costs 
that  will  be  higher  after  you  relocate, 
or  to  demand  a  mortgage  differential  if 
it  is  against  company  policy.  He  sug- 
gests figuring  additional  costs  on  your 
own,  then  asking  for  a  liberal'moving 
allowance  to  cover  the  particulars. 

If  a  20%  boost  above  current  salary 
seems  to  be  an  acceptable  norm, 
would  it  not  be  wise  to  stay  mum 
about  what  you  earn,  and  appear  to  be 
earning  more  than  you  really  are? 
Consider  this:  If  you  are  earning 
$50,000,  a  20%  boost  brings  you  to 
$60,000.  But  if  you  appear  to  be  earn- 
ing $60,000,  not  only  are  you  giving 
yourself  an  instant  $10,000  raise,  you 
could  wind  up  earning  $72,000 — 
which  is  really  a  44%  raise  above  the 
$50,000  you  are  really  earning.  Short 
of  outright  lying  (which  is  foolish  and 
could  cost  you  the  job  in  the  first 


Are  you  trailing  the  pack? 

The  first  step  to  any  salary  negotia- 
tion is  knowing  the  ranges  in  your 
industry.  Trade  groups  keep  close 
tabs — by  job  function,  company 

size  and  industry.  Here  is  just  a 
sampling  of  salaries  paid  young 
managers,  age  32  to  34,  in  a  variety 
of  positions  and  industries. 

Title 

Industry 

Median 
salary 

Bonus 

Company 

sales 
({millions) 

Assistant 
Comptroller 

Chemicals 

$50,000 

$4,800 

$1,351 

Assistant 
Treasurer 

Banking 

68,750 

21,000 

4,175 

District 
Sales 
Executive 

Transportation 

43,486 

3,563 

1,147 

Plant 
Manager 

Food 

38,870 

0 

1,957 

Product 
Sales 
Executive 

Paper 

37,900 

0 

273 

Regional 
Sales 
Executive 

Communications 

49,370 

11,050 

1,156 

Source:  Towers,  Perrin,  Forster  &  Crosby 

vice  president  with  Cresap,  McCor- 
mick  &  Paget,  now  a  division  of 
Towers,  Perrin,  Forster  &  Crosby. 

That  increase  need  not  be  only  in 
salary,  experts  note.  Perks  such  as  a 
car,  club  memberships,  paid  vacations 
and  stock  options  are  often  preferable 
to  a  big  jump  in  taxable  income. 

Note:  If  there  is  a  move  involved, 
figuring  out  what  is  an  appropriate 
increase  can  get  tricky.  Some  impor- 
tant things  to  consider  include  cost- 
of-living  differentials,  the  relocation 
package,  and  the  willingness  of  the 
company  to  help  find  suitable  em- 
ployment for  your  spouse  (the  20% 
increase  won't  make  up  for  the  loss  of 
the  second  income). 


place),  it  can  certainly  pay  to  appear  to 
be  earning  above  the  industry  norm. 

The  difficulty  with  that  strategy, 
however,  is  that  most  employers  and 
recruiters  are  wise  to  it.  Most  will 
ask,  point  blank,  what  you  are  cur- 
rently making.  "I  have  never  had  a 
candidate  where  I  didn't  know  how 
much  he  makes,"  says  Heidrick  & 
Struggles'  Hallagan.  "I've  never  failed 
to  get  a  figure." 

That  doesn't  mean  you  have  to 
wear  your  salary  on  your  sleeve.  Many 
job  seekers  are  too  quick  to  spill  the 
beans.  "I've  been  in  this  business  six 
years  and  maybe  1  %  of  the  candidates 
haven't  given  me  their  salary  figure," 
says  Hallagan.  He  would  be  extremely 


reluctant  to  present  a  candidate  to  i 
client,  he  says,  without  knowing  ex 
actly  what  he  earns. 

Moral:  Don't  volunteer  your  salary 
until  it  is  unavoidable.  Try  to  discovei 
the  "range"  the  prospective  employei 
is  talking  about.  "And  when  compa 
nies  talk  ranges,  the  highest  figure  is 
the  least  you  should  let  them  get 
away  with.  Get  the  buyer  to  commit 
first,  if  possible,"  says  Benfield. 

Suppose  you  are  working  for  a  com 
pany  whose  pay  scales  are  well  below 
industry  averages.  How  do  you  ge^ 
more  than  20%?  "The  smart  candi 
date  talks  about  opportunity,  how  ex 
cited  he  is  about  the  opportunities  foi 
his  future  in  the  firm,  and  how  he  is 
sure  the  company  pays  market  values! 
And  he  stays  away  from  committing 
himself  to  any  money,"  says  Benfield 

In  many  cases,  however,  there  ii 
really  not  a  great  deal  of  room  fo( 
salary  negotiation.  Many  large  firms 
have  fairly  inflexible  pay  ranges  foi 
almost  every  job.  The  maximum  thai 
such  companies  can  generally  pay  foi 
someone  starting  in  a  given  positior 
is  known  as  a  "midpoint."  Obviously 
it  is  to  your  advantage  to  find  ou] 
what  that  midpoint  is  for  the  job  yoii 
are  seeking.  "If  a  company  is  hones} 
with  you,  it  will  tell  you  the  mid 
point,"  says  Bob  LoPresto,  managing 
partner  of  Korn/Ferry  International  i 
Palo  Alto,  Calif. 

Even  when  dealing  with  a  company 
that  has  rigid  salary  limits,  the  smari 
job  seeker  might  negotiate  more  com 
pensation  in  the  form  of  a  "jump  shit 
bonus."  Lynn  Gilbert,  a  partner  witr. 
Gilbert,  Tweed  Associates,  notes  thai 
such  hiring  bonuses  don't  upset  th( 
firm's  pay  levels,  and  are  nice  sweet- 
eners for  attractive  candidates. 

Even  before  you  begin  a  job  search 
however,  you  should  know  where  yox 
stand  in  relation  to  your  peers  in  othel 
companies  and  industries.  Knowing 
the  pay  norms  in  your  industry  can 
reassuring,  or  frightening,  as  the  case 
may  be.  But  it  should  not  be  a  mys- 
tery. One  source  for  seeing  how  yon 
stack  up  is  the  Wyatt  Co.'s  Executive 
Compensation  Service  (2  Executive 
Search  Drive,  Fort  Lee,  N.J.  07024) 
William  Cash  also  suggests  you  cal] 
executive  search  firms  and  consul- 
tants who  specialize  in  compensation 
plans.  "Use  your  contacts,"  he  urges; 
"Everyone  knows  someone  in  conj 
suiting.  Ask  them  to  let  you  use  theii 
in-house  library." 

Just  for  openers,  the  table  above 
lists  current  median  salaries  for  & 
handful  of  job  classifications,  in  var- 
ious industries. 

Good  hunting. 
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In  the  Northeast, 
one  airline 
overshadows  all 
the  others. 


NORTHEAST  GEOGRAPHIC  AREA  AS  DEFINED  BY 
THE  U.S.  BUREAU  OF  CENSUS. 


Nobody  serves  more  cities  in 
the  Northeast  than  USAir.  USAir 
serves  21  airports  in  the 
i  Northeast- 30%  more  than  any 
other  airline. 

Nobody  gives  you  more 
departures  in  the  Northeast.  In  fact, 
USAir  gives  you  80%  more 
domestic  departures  in  the 
Northeast  than  any  other  airline. 

Because  we  serve  so  many 
cities  in  the  Northeast  with  so  many 
nonstop  and  direct  flights,  we  often 
give  you  same-day,  out-and-back 
service.  If  your  schedule  is  more 
flexible,  we  often  offer  you  a 
selection  of  flights  throughout 
the  day. 

WHY  IS  USAIR  S 
NORTHEAST  NETWORK 
SO  STRONG? 

Because  we  grew  up  here-and 
our  30-plus  years  of  growth  helped 


us  build  a  system  of  cities  and 
schedules  in  the  Northeast  that  no 
other  airline  can  match.  Today,  our 
system  stretches  as  far  West  as 
Colorado,  Arizona  and  California 
and  as  far  South  as  Texas,  Florida 
and  Louisiana.  In  all,  we  serve  more 
than  90  cities  in  the  U.S.  and 
Canada. 

USAIR'S  PITTSBURGH  HUB- 
CONNECTIONS 
WHEN  YOU  NEED  THEM. 

Pittsburgh  is  the  heart  of  the 
USAir  network.  It's  your  most 
convenient  connection  to  dozens  of 
cities,  including  major  business  and 


vacation  centers.  In  fact,  USAir  and 
our  associated  Allegheny 
Commuters  can  fly  you  to  cities 
that  other  airlines  don't 
even  serve. 

We  give  you  the  convenient 
schedules,  quality  service,  and 
money-saving  fares  you  expect 
when  you  fly  one  of  the  world's 
most  successful  airlines. 

For  information  or  reservations, 
contact  your  travel  agent,  corporate 
travel  arranger,  or  call  USAir. 

Fly  the  airline  that 
overshadows  all  the  others  in  the 
Northeast— USAir. 


c  1983  USAir,  Inc. 


Tomorrow  Starts  Here 


Energy  for  tomorrow  must  be  developed  today.  The  key  to  future 
supplies  of  oil  and  natural  gas  is  success  in  finding  that  one  well  of 
every  20  drilled  that's  commercially  productive.  Professional  skill, 
financial  resources  and  high-potential  drilling  sites  are  all  needed  to 
make  it  happen.  Plus  the  courage  to  take  high-stakes  risk. 

Anadarko  Production  Company  is  making  it  happen  as  the  oil 
and  gas  exploration  and  production  subsidiary  of  Panhandle  Eastern 
Corporation.  Over  the  last  five  years,  Anadarko  has  maintained  its 
oil  reserves  undiminished  in  contrast  to  the  decline  experienced  on 
an  industry-wide  basis. 

Anadarko's  recent  drilling  success  is  highlighted  by  the  discovery 
of  substantially  large  gas  reserves  in  the  Matagorda  Island  region 
offshore  Texas.  The  skill  of  Anadarko's  team  of  earth  scientists  con- 
firmed and  enlarged  the  Matagorda  Island  potential  and  created  the 
drilling  plan  which,  thus  far,  has  resulted  in  four  successful  explora- 
tory wells.  Three  drilling/production  platforms  have  been  installed 
on  this  acreage  and  another  is  scheduled  during  1984,  when  the  first 
production  is  also  expected. 

Leases  on  more  than  two  million  net  acres  onshore  and  offshore 
in  the  United  States  and  interests  in  selected  areas  overseas  give 
Anadarko  a  solid  base  for  long-term  growth. 

With  assets  of  $5  billion,  Panhandle  Eastern  has  the  strength  to 
grow  with  the  nation's  need  for  energy  through  interstate  gas  trans- 
mission, contract  drilling  and  Western  coal  development,  all  com- 
plementing the  oil  and  gas  exploration  and  production  activities 
of  Anadarko. 

When  you  look  at  Panhandle  Eastern,  take  a  closer  look  at 
Anadarko. 

The  common  stock  of  Panhandle  Eastern  is  traded  on  the  NYSE 
and  other  principal  exchanges  in  the  U.S.  and  Canada  under  the 
symbol  PEL.  Write  Corporate  Communications,  P.O.  Box  1642, 
Houston,  Texas  77251-1642  to  reserve  your  copy  of  the  1983 
Annual  Report. 

PANHANDLE  EASTERN  CORPORATION 

Proven  Energy  Performance  through 

Anadarko  Production  Company 
Panhandle  Eastern  Pipe  Line  Company 
Trunkline  Gas  Company 
Dixilyn-Field  Drilling  Company 
Trunkline  LNG  Company 
North  Antelope  Coal  Company  (50%) 
The  Y  &  O  Coal  Company 


H 


The  Forbes/WUshlre  5000  Review 


Twilight  tone.  Every  time  the  market  takes  a  run  at 
higher  altitudes,  some  "mysterious"  force  pushes  it  down 
again.  Yes,  the  market  did  hit  a  new  peak  during  the  most 
recent  two-week  period.  But  then  profit-taking,  automat- 
ic selling  by  institutions,  and  investor  unease  set  in.  As  a 
result,  the  Dow  industrials  ended  the  stretch  with  a 
minor  0. 1  %  loss.  The  NYSE  fared  a  bit  worse  and  ended 
up  with  a  0.6%  setback.  While  the  broadly  based  Wilshire 
index  of  nearly  5,000  securities  registered  a  similar-size 
decline,  that  was  because  of  the  divergent  actions  of  the 
two  other  major  markets.  They  moved  in  opposite  direc- 
tions, effectively  canceling  each  other  out.  While  the 


NASDAQ  index  declined  0.9%,  the  Amex  finished  the 
period  with  a  0.7%  gain. 

Now  that  nearly  all  September-quarter  earnings  figures 
have  been  released,  an  improvement  in  corporate  profit- 
ability is  apparent.  Since  our  last  report,  the  P/E  multiple 
on  the  Wilshire  index  dropped  from  14.2  to  13.7.  The  last 
time  the  P/E  on  the  Wilshire  was  lower  than  13.7  was 
back  in  mid-April.  From  then  to  an  interim  peak  in  June, 
the  Dow  gained  91  points.  In  addition,  year-end  tax- 
selling  will  soon  be  over.  With  luck,  these  good  omens 
will  combine  to  make  early  1984  the  time  that  Wall  Street 
begins  another  major  leg  of  the  bull  market. 


Close- up  On  I  he  Equity  Markets 


Performance  of  six  leading  indexes 

Percent  change 

Wilshire 
5000 

Forbes 
500 1 

Dow  fones 
industrials 

NYSE 
Composite 

Amex  Market 
Value  Index 

NASDAQ 
Composite 

in  last  4  weeks 

1.7 

0.6 

3.3 

1.5 

3.5 

4.1 

in  last  52  weeks 

18.3 

16.8 

21.6 

17.3 

31.6 

17.2 

Stock  performance  based  on  five  key  investor  yardsticks 

Percent  change 

Company  size 

Volatility2 

P/E  multiple 

Dividend  yield 

Growth  profile3 

Share  price 

large 

small 

high 

low 

Over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

in  last  4  weeks 

2.0 

4.3 

5.3 

2.3 

4.1 

5.6 

1.5 

5.0 

2.5 

2.7 

3.4 

2.9 

in  last  52  weeks 

20.3 

66.4 

51.6 

30.9 

33.4 

64.9 

29.6 

59.1 

55.2 

30.2 

28.8 

57.1 

'Based  on  sales. 

4A  stock's  sensitivity  to  overall  market  movement.  High  volatility  issues  have  wide  price  fluctuations,  low-volatility  issues  are  more  stable. 
3A  quantitative  evaluation  of  a  stock's  growth  image,  determined  by  Wilshire  Associates. 


Note:  All  data  for  periods  ending  12/7/83  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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W  here  The  Wlinn  Is 


Gold  diggers.  Thanks  to  renewed  volatility  in  the  gold  and 
silver  markets,  the  raw  materials  sector  bucked  the  de- 
clining averages  and  advanced  2.6%  over  the  last  two 
weeks.  Improved  traffic  levels  brought  some  investors 
back  into  airline  stocks  and  helped  the  transportation 
group  to  add  0.3%.  Two  other  groups  registered  gains: 
capital  goods  and  finance,  up  0.9%  and  0. 1%,  respectively. 


Utility  shares,  meanwhile,  even  though  they  are  the  top 
choice  of  Wall  Street  experts,  posted  the  biggest  decline 
with  a  2.8%  setback.  These  high-yield  companies  tend  to 
be  strong  when  investors  are  thinking  defensively  and 
weak  when  they  anticipate  big  market  gains.  The  utilities 
now  show  only  an  8.7%  gain  for  the  latest  52  weeks,  vs.  a 
31.8%  advance  for  market  leader  consumer  durables. 


Percent  change  in  last  52  weeks 


Percent  change  in  but  two  week* 


Capital  goods 

+  100 

+  50 

i  1  1 1  i  i  i  i  i  i  1 1 

1 1 1 1 1 1 1 1 1 1 1 1 1 1 

•82' 

'83 

Energy 

+  100 

+  50 

1  |  1  1  1  1  1 

1  1  1  I  I  1  I  I  1  1  l  l  1  1 

'82' 

'•3 

Technology 


+  100 


'  I  "  i  i  1 1 1  i  1 1 1  i  I  i  i  i  i  i  i  i  i  i  i  i 


'82 


'83 


Consumer  durables 


+  100 


+  50 


I  I  I  '  I  "  »  I  I  I  I  I  I  I  I  t  I  I  I  I 


'82  1 


'83 


Finance 


+  !00 


+  50 


■  I  "  l  I  I  I  I  l  I  I  I  I  I  I  I  I  I  I  I 


'82 


'83 


Transportation 


+  100 


+  50 


■  I  I  l  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I 
'82'  '«» 


83 


Consumer  nondurables  and  services 


+  100 


-0-9 


+  50 


I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I 
'82'  '«3 


Raw  materials 


+  100 


+  50 


I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I 
'82  1  '83 


Utilities 


+  100 


-2.8 


+  50 


I  I  I  I  1  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  II  I 
'82'  '83 


\\h;ii  I  Ik-  \n<ilvsls  Think 


Whom  do  you  trust?  The  stumbling  utility  group  still  though  this  group  performed  impressively  over  the  last 
claims  first-place  honors.  But  raw  materials  stocks  two  weeks.  Meanwhile,  both  the  technology  and  energy 
dropped  from  the  third  to  the  seventh  position,  even    groups  moved  ahead  in  the  buy/sell  rankings. 


The  experts'  consensus 


2.4(1 


2.48 


2.56 


2.64 


2.72 


2.80 


'''' 


ffMAM   )    J  A  S  O  NO 


Current 

Rank 

Rank 

Rank 

Sector 

opinion 

2  weeks  ago 

4  weeks  ago 

1 

Utilities 

1.S9 

1 

1 

2 

Consumer  durables 

2.20 

2 

2 

3 

Technology 

2.23 

9 

9 

4 

Transportation 

2.41 

4 

4 

9 

Eneffy 

1M 

7 

g 

6 

Consumer  nondurables 

2.94 

6 

7 

7 

Raw  Materials 

2.99 

3 

3 

s 

Capital  goods 

2.64 

S 

6 

9 

Finance 

2.82 

9 

9 

Opinion  ratings  are  ranked  on  a  scale  of  1  {strong  buy)  to  5  (strong  sell).  Data  reflect  the  rating  of  1,200  stocks,  while  the  sector  breakdowns  correspond  to  industry  group* 
views  of  200  Institutional  analysts.  The  consensus  of  opinion  graph  is  the  composite     graphed  above.  All  figures  are  weighted  for  market  capitalization. 


Note:  All  data  for  periods  ending  12/7/83  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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"Our  service  has  to  keep  pace  with 
the  business  travelers' growing  needs. 
That's  why  I  read  Business 
Week  International!' 


Roman  A.  Cruz,  Jr. 
President  &  CEO 
Philippine  Airlines 
Manila,  Philippines 


Philippine  Airlines  is  a  fast  growing  multinational 
business  that  serves  29  cities  spanning  Asia,  Austra- 
lia, the  Middle  East,  Europe  and  the  United  States. 

Fast  changing  world  markets  require  that  Philip- 
pine Airlines  closely  relate  their  outstanding  service 
to  the  world  of  business.  For  highly  reliable  insights 
into  global  travel  trends,  Business  Week  International 
provides  the  advance  knowledge  needed  to  be 
highly  competitive. 

Like  Philippine  Airlines,  keep  on  top  of  the  inter- 
national world  of  business,  every  week,  in  Business 
Week  International. 

Itaslirassllfedk  toteriMtional 


©1983  McGraw-Hill,  Inc. 


Streetwalker 


Last  year  was  a  very  good  one  for  our 
fearless  stock  pickers.  With  luck,  success 
won  t  go  to  their  heads  in  1984. 


If  you  could 
love  only  one 


By  Leslie  Pittel 


STOCK   ANALYSTS   ARE  nOtOHOUS 
hedgers.  Ask  them,  as  Forbes 
does  every  year,  to  pick  only  one 
stock— just  one- — that  they'd  be  will- 
ing to  bet  their  bankroll  on  and  most 
of  them,  thank  you  very  much,  de- 
cline. However,  every  year  Street- 
walker finds  some  brave  ones.  Last 
year's  crop  turned  out  to  be  as  smart 
as  they  were  brave.  Their  picks  rose, 
on  average,  just  under  50%,  which 
is  more  than  twice  what  the  market 
as  a  whole  did. 

Michael  Metz  of  Oppenheimer  & 
Co.  was  last  year  and  again  this  year 
leading  contender  for  the  top  spot 
right  down  to  the  wire.  But  twice,  just 
days  before  our  cutoff  date,  his  stock 
fell  while  someone  else's  rose.  This 
year  Metz  finished  very  respectably  in 
a  close  second  place.  His  choice  for 
1983,  New  Process,  a  catalog  mer- 
chandiser, gained  138%. 

The  1983  winner  is  Stephen  Leeb, 
the  37-year-old  editor  of  Investment 
Strategist,  a  biweekly  newsletter.  In- 
tel, his  selection,  is  up  almost  142%. 
Third  place  goes  to  Alan  Blake,  a  port- 
folio strategist  at  Prudential-Bache. 
His  stock,  Watkins-Johnson,  which 
makes  electronic  warfare  equipment, 
rose  almost  80%. 

Simeon  Trotter,  vice  president  of 
investor  services  for  Dallas-based 
Rauscher  Pierce  Refsnes,  placed 
fourth  with  AMR,  American  Airlines' 
parent  company,  up  71%.  And  Steven 
Leuthold,  chairman  of  Leuthold 
Group  in  Minneapolis,  which  pro- 
vides investment  strategies  for  insti- 
tutional investors,  finished  in  fifth 
place  with  Black  &  Decker.  It  posted 
gains  of  56% . 
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Anyone  who  can  make  better  than 
50%  on  his  money  deserves  to  be 
heard  from  again.  So  we  asked  each  of 
these  top  five  players  on  our  list  to  try 
their  luck  again  this  year.  Here's  what 
they  like  in  1984. 

Leeb,  the  current  champion,  also 
ranked  number  four  on  last  year's  list. 
To  retain  his  title,  he  is  putting  his 
1984  money  on  Handleman  (NYSE, 
37).  He  thinks  this  company,  primar- 
ily a  record  distributor,  will  profit 
from  the  strong  cyclical  recovery  in 
the  recording  industry,  which  will 
spill  over  from  the  popularity  of  mu- 
sic video.  Handleman  is  extremely 
well  run,  says  Leeb,  and  there  is  also 
very  little  debt  on  its  balance  sheet. 
"The  glamorous  kicker  here  is  the 
company's  recent  entry  into  comput- 
er software  distribution,"  he  explains. 


Leeb  expects  Handleman  to  become  a 
leading  factor  in  this  growing  market. 
He  also  thinks  share  prices  will  dou- 
ble before  1984  ends. 

Although  Metz  has  nothing  to  be 
ashamed  of,  being  nudged  out  of  first 
place  two  years  in  a  row  is  frustrating. 
Still,  he's  ready  with  another  try.  His 
1984  pick  is  General  Refractories 
(NYSE,  55/s).  Demand  for  its  products 
depends  on  the  steel  industry's  capac- 
ity use,  a  figure  Metz  expects  to  in- 
crease by  20%  this  year.  "Cyclical 
stocks  will  have  their  moment  in 
1984,"  he  explains,  "and  General  Re- 
fractories is  the  most  highly  leveraged 
and  speculative  one  around."  It's  a 
contrarian  pick,  a  steel-oriented  issue 
in  the  computer  age. 

New  ideas,  more  than  basic  indus- 
tries, appeal  to  Alan  Blake.  His  1984 
favorite  is  an  obscure  Georgia-based 
company,  Interface  Flooring  Systems 
(o-t-c,  253/4).  No,  it  isn't  in  the  com- 
puter business.  The  firm  makes  adhe- 
sive-backed carpet  tiles.  Blake  expects 
earnings  of  95  cents  in  1983  and  $1.50 
in  1984.  He  predicts  50%  growth  for 
Interface  in  the  next  three  to  five 
years.  "It's  my  Watkins-Johnson  for 
1984,"  he  hopes. 

Simeon  Trotter,  meanwhile,  sees 
potential  in  the  confusion  surround- 
ing the  telephone  deregulation.  His 
favorite  stock  is  Communications 
Corp.  of  America  (o-t-c,  4%).  As  an 
interconnect  company,  it  provides  the 
link  between  manufacturers  of  pri- 
vate telephone  equipment  and  the  ul- 
timate users  of  that  equipment.  Trot- 
ter likes  the  industry's  potential,  and 
he  thinks  CCA  enjoys  both  a  solid 
balance  sheet  and  a  strong  manage- 
ment team.  He  expects  30%  growth 
annually  for  the  next  three  years.  "It's 
what  I  call  a  home-run-potential 
stock — one  that  could  double  or  triple 
in  price,"  he  says.  "Of  course,  when 
you  go  for  the  long  ball,  there's  always 
the  chance  of  striking  out." 

Steven  Leuthold  likes  established 
names.  His  selection  last  year  was 
Black  &  Decker,  and  in  1984  he  likes 
another  big-name  blue  chip — Eli  Lilly 
(NYSE,  58).  The  company  suffers  now 
because  of  litigation  relating  to  Ora- 
flex,  its  antiarthritis  drug.  As  a  result, 
Lilly's  stock  is  selling  below  its  1972 
levels,  even  though  earnings  have 
more  than  tripled  since  then.  "This 
industry  has  good  long-term  growth 
prospects,  and  you  can  buy  Lilly  today 
at  8.6  times  estimated  earnings,"  says 
Leuthold.  "That  is  probably  the  low- 
est price  relative  to  the  market  at 
which  you  have  ever  been  able  to  pick 
up  a  quality  ethical  drug  stock."  He 
expects  share  prices  to  be  up  by  50% 
over  the  next  year. 
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A  welter  of  winners  in  1983 


Last  year's  stock  pickers  fared  unusually  well.  Two  of  ket-beating  gains.  An  investor  who  bet  on  this  entire 
their  selections  doubled,  and  all  but  four  posted  mar-    portfolio  would  have  enjoyed  an  appreciation  of  49%. 


Recent  % 

Analyst  Affiliation  Stock  price*  change 


Stephen  Leeb  Investment  Strategist  Intel  42  141.7% 

Michael  Metz  Oppenheimer  New  Process  23l/2  138.0 

Alan  Blake  Prudential-Bache  Watkins- Johnson  90%  79.7 

Simeon  Trotter  Rauscher  Pierce  Refsnes  AMR  375/s  71.0 

Steven  Leuthold  Leuthold  Group  Black  &  Decker  25%  56. 1 


James  Chanos 
David  Shulman 
Oliver  Langenberg 
Will  Weinstein 
Frank  Parrish  Jr. 
Robert  Stovall 


Atlantic  Capital 

UCLA 

AG  Edwards 

Montgomery  Securities 

Fidelity  Management 

Dean  Witter 


Penn  Central 
IBM 

JM  Smucker 
Wilson  Foods 
Midway  Airlines 
Weatherford  International 


395/8 
118% 
41 

9% 
15% 

67/s 


42.2 
28.2 
13.9 
0.0 
-9.0 
-25.7 


•As  of  Dec.  1,  1983. 


Michael  Price  is  a  newcomer  to  our 
;ame.  But  he  isn't  new  to  stock-pick- 
ng.  Price  is  a  vice  president  at  Mutual 
>hares,  a  Forbes  Honor  Roll  mutual 
und,  and  for  ten  years  he  has  studied 
inder  Mutual's  venerable  founder, 
Vlax  Heine.  True  to  form,  Price  is 
)etting  on  value,  not  on  market  fads, 
-lis  favorite  stock  is  Getty  Oil  (NYSE, 
\S3A).  He  thinks  the  company  has  a 
let  worth  at  liquidation  of  perhaps 
>160  per  share.  Getty  currently  trades 
it  a  mere  8.7  times  expected  1984 
:arnings,  and  Price  is  betting  that  the 
tjetty  heirs  will  succeed  in  forcing 
livestiture  or  promoting  a  takeover. 

Another  special  situation  catches 
he  eye  of  Marty  Roher.  An  analyst  at 
Ian  Franciso-based  Montgomery  Se- 
curities, he  is  also  a  first-time  player, 
loher  likes  Thackeray  (NYSE,  6'/8), 
ivhich  he  says  has  been  transformed 
rom  a  moneylosing  real  estate  invest- 
inent  trust  into  an  operating  company 
vith  great  potential  by  a  leveraged 
iuyout  orchestrated  by  Odyssey  Part- 
ners— those  folks  who  used  to  run 
Oppenheimer  &  Co.  "What's  interest- 
rig  to  me  about  Thackeray  is  that  the 


outside  investor  can  buy  stock  in  a 
business  that's  about  60%  owned  by 
extremely  successful,  bright  deal- 
makers,"  says  Roher.  He  means  that 
you  get  to  be  partners  without  even 
meeting  them. 

Mary  Farrell  is  a  vice  president  at 
Paine  Webber  who  does  special  situa- 
tion research.  She  makes  her  Forbes 
stock-selection  debut  with  Josephson 
International  (o-t-c,  14).  Originally 
just  a  talent  agency,  Josephson  has 
become  a  professional  services  com- 
pany. Chairman  Marvin  Josephson 
and  his  family  own  32%  of  the  firm's 
shares.  But  Josephson  has  diversified 
successfully  into  ownership  of  radio 
stations,  as  well  as  office  planning  and 
design.  It  also  intends  to  acquire  Herz- 
feld  &  Stern,  a  New  York-based  bro- 
kerage firm.  "Josephson  is  a  mini- 
conglomerate  that  doesn't  fall  into 
any  neat  category,"  says  Farrell,  who 
thinks  the  company  has  the  ability  to 
acquire  weak  businesses  in  profes- 
sional service  areas  and  to  engineer 
impressive  turnarounds. 

Another  stock  comes  from  Guy  W. 
Courtney,  who  runs  G.W.  Courtney 


Inc.,  a  small  investment  firm  based  in 
suburban  Chicago.  He  likes  Anacomp 
(NYSE,  8).  This  computer-service 
company  specializes  in  developing  fi- 
nancial software.  Its  stock  took  a 
tumble  recently  because  of  problems 
with  a  new  product,  but  Courtney 
chalks  that  up  to  the  prolonged  illness 
of  Chairman  Ronald  Palamara.  If  he 
stays  healthy,  Courtney  expects  share 
prices  to  rise  smartly.  Anacomp  now 
sells  for  4.7  times  the  $1.70  per-share 
earnings  he  projects  for  1984. 

Not  a  broker  but  a  teacher,  Benja- 
min Weisman  is  our  final  neck-stick- 
er-outer. He  holds  positions  at  both 
Long  Island  University  and  Mercy 
College.  A  fundamentalist,  he  likes 
Financial  Corp.  of  America  (NYSE, 
20%)  for  1984  performance.  Its  P/E 
ratio  is  4.2,  and  Weisman  thinks  that 
is  especially  low  relative  to  the  firm's 
net  worth.  He  also  likes  the  high  rein- 
vestment rate.  "A  50%  price  increase 
is  reasonable,"  says  Weisman. 

That's  it,  ten  for  1984.  They  may  or 
may  not  work  out  well,  but  you  have 
to  like  ten  stock  pickers  who  are  will- 
ing to  stick  their  necks  out.  ■ 


A  passel  of  picks  for  1984 

If  history  repeats  itself,  some  of  the  stocks  in  this  list 

the  proper  selections  isn't 

always  easy. 

Even  last 

will  do  very  well 

in  the  coming  months.  But  making 

year's  impressive  roster  carried  two  moneylosers. 

Where 

Recent 

Analyst 

Affiliation 

Stock 

traded 

price  * 

Alan  Blake 

Prudential-Bache 

Interface  Flooring  Sys 

o-t-c 

25% 

Guy  Courtney 

GW  Courtney 

Anacomp 

NYSE 

8 

Mary  Farrell 

Paine  Webber 

Josephson  International 

o-t-c 

14 

Stephen  Leeb 

Investment  Strategist 

Handleman 

NYSE 

37 

Steven  Leuthold 

Leuthold  Group 

Eli  Lilly 

NYSE 

58 

Michael  Metz 

Oppenheimer 

General  Refractories 

NYSE 

55/8 

Michael  Price 

Mutual  Shares 

Getty  Oil 

NYSE 

78% 

Marty  Roher 

Montgomery  Securities 

Thackeray 

NYSE 

6Vs 

Simeon  Trotter 

Rauscher  Pierce  Refsnes 

Communications  Corp  Amer 

o-t-c 

4% 

Benjamin  Weisman 

Long  Island  University 

Financial  Corp  Amer 

NYSE 

20'/8 

•As  of  Dec.  9,  1983. 
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"Our  success  depends  on  getting  an  accurate 
reading  of  our  customers'  future  computer 
needs.  That's  why  we  read  Business  Week 
International!' 

Klaus  Luft 

Vice  Chairman,  Marketing 
Overseas  Sales  and  USA 
Nixdorf  Computer 


Nixdorf  Computer  Corporation  has  more  than 
110,000  computer  systems  operating  in  33 
countries  around  the  world.  Their  phenomenal 
success  is  a  result  of  their  dedication  to  the 
belief  that  people  who  use  computers  should 
have  computers  they  can  use.  This  requires 
knowledge  of  the  customers'  business.  Nixdorf's 
insights  into  its  users'  business  problems  are 
updated  weekly  by  reading  Business  Week  Inter- 
national. It  gives  them  a  distinctive  and  neces- 
sary global  overview  that  local  media  simply 
cannot  match. 

Like  Nixdorf,  keep  in  touch  with  the  fast  mov- 
ing world  of  business  every  week  in  Business 
Week  International. 

BusinessWeek  International 


Capital  Markets 


Electric  utility  bonds  are  no  longer  wid- 
ows and  orphans  investments.  But  some 
may  become  mighty  good  speculations. 

TIMING  IS  ALL 


By  Ben  Weberman 


wypp 

How  badly  off  are  some  of  our  elec- 
trical utilities?  "Well,"  says  one 
commercial  banker,  "at  least  they 
may  take  Brazil  off  the  front  page." 
He's  talking,  of  course,  about  com- 
panies like  Cincinnati  Gas  &  Elec- 
tric Co.  and  the  Public  Service  Co. 
of  Indiana,  which  have  poured  bil- 
lions into  nuclear  plants  that  may 
never  generate  any  electricity. 

One  can  argue  endlessly  whether 
these  costly  nuclear  power  plants 
are  white  elephants  because  of  man- 
agement errors  or  because  of  the 
sneaky  tactics  the  antinukes  have 
mastered  so  well.  In  either  case,  a 
few  of  these  companies  are  staring 
bankruptcy  right  in  the  face. 

Does  this  mean  investors  should 
dump  utility  stocks  and  bonds?  No, 
but  it  means  you  can  no  longer  as- 
sume utilities  are  interchangeable. 
There  are  utilities  and  utilities. 
Some  are  still  high-quality  invest- 
ments, others  rank  speculations.  I 
say  this  not  to  demean  the  latter, 
but  to  point  out  they  may  be  inter- 
esting but  for  other  reasons  than 
utilities  are  as  a  group. 

Indeed,  institutional  investors  are 
already  making  this  distinction.  A 
man  to  talk  with  on  the  subject  is 
Wayne  Wong,  senior  vice  president 
of  Marine  Midland  Bank.  Wong  is 
pruning  the  bank  trust  depart- 
ment's $500  million  fixed-income 


Ben  Weberman  is  economics  editor  of 
Forbes  magazine. 


portfolio.  Out  go  issues  of  Public 
Service  Co.  of  Indiana,  Columbus  & 
Southern  Ohio  Electric  Co.,  Dayton 
Power  &  Light,  Cincinnati  Gas  & 
Electric,  Union  Electric  and  Toledo 
Edison. 

The  problems  of  Cincinnati  Gas 
are  especially  painful.  When  its 
Zimmer  nuclear  plant  was  begun  in 
1972,  it  was  supposed  to  cost  $240 
million  and  to  be  finished  in  1975. 
The  project  was  declared  97%  com- 
plete in  1981,  but  the  Nuclear  Regu- 
latory Commission  claims  to  have 
found  so  many  defects,  another  two 
to  three  years  and  $1.4  billion  will 
be  required  to  finish  it.  That's  not 
the  half  of  it,  though:  The  Ohio  Pub- 
lic Utilities  Commission  has  denied 
a  recent  request  for  a  rate  increase 
to  help  pay  the  construction  costs. 
Meanwhile,  $1.3  billion  worth  of 
construction  to  date  is  just  sitting 
idle.  How  many  companies  can  af- 
ford that? 

The  NRC  is  also  torturing  such 
projects  as  the  Midland  nuclear 
plant  of  Consumers  Power  Co.  in 
Jackson,  Mich,  and  the  South  Texas 
Project  of  Houston  Lighting  &  Pow- 
er Co.  The  Shoreham  plant  of  Long 
Island  Lighting,  built  and  ready  to 
go,  hasn't  even  gotten  to  the  NRC 
yet;  New  York  State  pols  are  having 
a  field  day  with  it.  Lilco  could  go 
bankrupt  as  a  result. 

What  will  happen?  For  example, 
will  Ohio's  regulators  let  Cincin- 
nati Gas  &  Electric  and  other  local 
utilities  go  down  the  drain?  Would 
any  state  let  any  electric  utility  go 
down  the  drain? 

For  an  answer,  it  might  be  useful 
to  recall  what  happened  to  the  last 
big  utility  in  such  danger,  Consoli- 
dated Edison  Co.  of  New  York.  To- 
day, any  utility  CEO  would  give  a 
couple  of  700-megawatt  generators 
to  be  in  Con  Ed's  position.  Its  20- 
year  bonds  are  rated  AA  by  Standard 
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&  Poor's,  only  a  shade  below  S&P's 
highest  rating.  But  a  decade  ago, 
Con  Ed  was  a  basket  case.  It  failed 
to  pay  a  dividend  on  either  its  com- 
mon or  preferred  stock  in  1974.  Its 
bonds  were  rated  BBB  and  traded  at 
such  a  deep  discount  that  they  pro- 
vided 350  basis  points  more  in  yield 
than  similar-maturity  Treasurys.  In 
the  end  Con  Ed  survived  only  be- 
cause the  New  York  Power  Author- 
ity bailed  it  out  by  taking  two  gener- 
ating facilities,  including  an  unfin- 
ished nuclear  power  plant,  off  its 
hands  for  $620  million  in  cash. 
What  was  Marine  Midland's  Wong 
doing  at  that  time?  He  was  buying 
Con  Ed  bonds. 

That's  my  point:  A  questionable 
investment  can  be  an  excellent 
speculation.  My  guess  is  that  bonds 
of  Cincinnati  Gas  &  Electric,  Public 
Service  Co.  of  Indiana  and  Houston 
Lighting  &.  Power  Co.  have  much 
further  to  go  on  the  downside.  At 
the  moment  the  yield  of  Cincin- 
nati's BBB-rated  10%  coupon  bonds 
maturing  in  2009  at  14.19%  is  240 
basis  points  higher  than  103/4  20- 
year  Treasurys  at  11.79%. 

If  you  think  the  politicians  will 
stop  short  of  bankrupting  these 
companies,  and  if  the  bonds  are 
knocked  down  further,  there  might 
be  some  real  bargains  among  them. 
If  you  decide  to  jump  in,  you  might 
be  better  off  buying  deep-discount, 
low-yield  issues  rather  than  picking 
the  highest  yield  to  maturity.  Why? 
Because  when  a  utility  is  bailed  out, 
it  may  obviate  the  call-protection 
written  into  some  high-coupon 
electric  utility  bonds.  That  clause 
usually  provides  that  the  bonds  may 
not  be  called  with  proceeds  of  a  low- 
er-coupon issue. 

But  when,  instead  of  refunding,  a 
utility's  facilities  are  sold  to  some 
other  entity,  proceeds  from  these 
forced  sales  can  be  used  to  redeem 
high-coupon  issues  without  violat- 
ing the  protection  clause.  This  is 
what  Virginia  Electric  &  Power  Co. 
has  done.  The  utility  sold  its  North 
Anna  nuclear  units  No.  1  and  No.  2 
to  Old  Dominion  Electric  Coopera- 
tive. Some  proceeds  from  the  sale 
will  redeem  $100  million  worth  of 
15.75%  first  mortgage  bonds,  which 
had  been  issued  in  1981  with  five- 
year  call  protection.  By  contrast, 
low-coupon  bonds  aren't  likely  to 
be  called,  and  thus  offer  superior 
capital  gains  potential.  ■ 
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By  Srully  Blotnick 


Planning  to  move?  Here 's  a  good  book  to 
read  and  some  things  to  consider. 


STARTING  OVER 


ten  by  John  Marlin  and  James  Avery 
and  is  entitled  The  Book  of  American 
City  Rankings  (Facts  on  File,  Inc.,  460 
Park  Avenue  South,  New  York, 
N.Y.  10016,  $29.95).  It  adopts  a 
readable  statistical  approach,  cover- 
ing 267  aspects  of  life  in  each  of  the 
100  largest  cities  in  the  U.S. 

Are  you  a  refugee  from  high 
rents?  Try  Memphis,  Tenn.  or  Lub- 
bock, Tex.,  where  rents  are  only 
40%  of  what  they  are  in  New  York 
City.  Jobs?  As  the  authors  put  it: 
"Lubbock's  rental  costs  are  a  real 
bargain,  especially  in  view  of  the 
strong  local  economy  centered  on 
high-technology  companies."  But 
people  considering  a  move  to  an- 
other high-tech  area,  the  twin  cities 
of  Minneapolis  and  St.  Paul,  should 
note  that  its  rents  are  the  fourth 
highest  in  the  nation,  exceeded  only 
by  those  in  New  York  City,  San  Jose 
and  San  Diego. 

Offsetting  the  high  cost  of  rent  in 
many  cities  is  the  low  cost  of  food. 
Meat,  milk  and  eggs,  for  instance, 
are  relatively  inexpensive  in  Minne- 
apolis-St.  Paul,  as  well  as  in  Omaha 
and  St.  Louis,  where  they  cost  30% 
less  than  in  New  York  City.  Howev- 
er, these  staples  are  as  dear  in  Atlan- 
ta, Buffalo  and  Flint,  Mich,  as  in 
New  York. 

Is  it  crime  you  shun?  As  the  au- 
thors comment:  "Homicides  and  as- 
saults are  most  commonly  commit- 
ted among  people  who  know  each 
other.  Robbery,  on  the  other  hand, 
is  the  chief  form  of  stranger-to- 
stranger  violence."  In  this  category, 
the  city-to-city  variation  is  enor- 
mous, with  the  residents  of  Miami 
35  times  more  likely  to  be  robbed 
than  those  in  Lincoln,  Nebr.  Other 
high-crime  areas  are  Baltimore, 
Dayton,  Atlanta  and  Tampa.  Those 
near  the  bottom  of  the  robbery  list 
are  Lubbock,  Honolulu,  Madison, 
Wis.  and  Virginia  Beach.  Rape? 


It's  the  New  Year  and  you  are  think- 
ing of  changing  your  life  by  moving 
to  another  city.  Recently  divorced 
maybe.  Or  you  feel  trapped  in  your 
job  and  think  you  can  do  better 
somewhere  else.  Where  there  is  less 
crime  and  pollution  and  more  sun- 
shine. Where  the  people  are  friend- 
lier. Better  schools  for  the  kids.  Bet- 
ter recreational  and  cultural  facili- 
ties for  the  family. 

Transplanting  is  an  American  tra- 
dition, but  I'm  struck  by  how  many 
of  the  transplanted  end  up  disap- 
pointed. Of  those  I  have  surveyed 
over  the  years,  more  than  half  tell 
me  they  should  have  stayed  where 
they  were — or  gone  elsewhere. 
They  hadn't  found  what  they  were 
looking  for. 

Why  did  they  end  up  being  un- 
happy? Many  of  them  read  travel 
folders  beforehand  and  viewed  the 
place  as  a  tourist  might,  not  as 
someone  planning  to  live  there. 
Their  excuse:  As  a  New  Yorker  who 
recently  moved  to  Tucson  com- 
plained, "The  right  information 
isn't  readily  available." 

Well,  now  it  is.  A  just-published 
work  provides  solid  and  useful  in- 
formation for  those  planning  a 
move  either  during  their  working 
years  or  after  retirement.  It's  writ- 

Dr.  Srully  Blotnick  is  a  research  psychologist 
and  author  of  Getting  Rich  Your  Own  Way 
and  Winning:  The  Psychology  of  Successful 
Investing. 


Newark,  Atlanta  and  Tampa  are  the 
worst;  Providence,  Fort  Wayne,  Ind. 
and  Yonkers,  N.Y.,  the  best. 

What  are  the  citizens  like?  The 
book  is  full  of  interesting  facts  like 
these:  In  Washington,  D.C.  nearly 
one-third  of  the  adults  over  25  have 
a  college  education,  yet  in  metro- 
politan-area Pittsburgh  only  14% 
do.  However,  while  manufacturing 
cities  like  Pittsburgh  have  fewer 
college  graduates,  they  also  tend  to 
have  a  high  degree  of  income  and 
educational  equality,  a  fact  that 
strongly  affects  the  atmosphere  new 
residents  find  there.  That  is  appeal- 
ing to  some,  appalling  to  others. 

Other  cities  besides  Washington, 
D.C.  have  a  high  proportion  of  col- 
lege-educated adults  (20%  or  more), 
including:  Denver,  San  Francisco, 
Seattle,  San  Diego,  Anaheim,  Calif., 
New  York  and  Houston.  That  is 
something  to  keep  in  mind  if  mix- 
ing with  educated  people  is  impor- 
tant to  you. 

Where  will  Forbes  readers  find 
other  Forbes  readers?  Lumping  you 
with  subscribers  to  other  major 
business  magazines,  the  authors  re- 
port: "Readers  of  these  magazines 
are  likely  to  be  investors,  to  oper- 
ate businesses  or  be  employed  in 
fields  where  up-to-date  analysis  of 
business  and  economic  trends  is  a 
high  priority."  Why  bring  up  this 
point?  Conversations  more  readily 
arise  between  new  residents  and 
old  where  such  common  interests 
are  found. 

Surprisingly,  Indianapolis  leads 
the  nation  on  a  per-capita  basis  in 
readership  of  major  business  maga- 
zines. Of  its  population,  2%  sub- 
scribe either  to  Forbes  or  Fortune  or 
Business  Week.  Other  cities  where 
nearly  1  person  in  every  50  sub- 
scribes are  San  Jose,  Newark,  San 
Francisco,  Seattle  and  Denver. 

The  most  worthwhile  piece  of  ad- 
vice I  have  heard  from  people  who 
have  moved  successfully  is  this: 
Read  all  the  local  newspapers  for  a 
few  days  running  and  see  what  the 
problems  are.  They  will  tell  you 
things  the  local  chamber  of  com- 
merce never  will,  nor  a  prospective 
employer  nor  realty  agent. 

And  finally,  remember  this: 
Wherever  you  move,  you  take  your- 
self along.  So,  a  change  of  attitude 
may  have  to  accompany  a  change  in 
your  setting  for  the  move  to  be  truly 
satisfactory.  ■ 
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Why  You  SHOULD  NOT  MISS  Value  Line's... 

1984 EARNINGS  ESTIMATES 
FOR  1700  LEADING  STOCKS 

...indicating  wide  year-to-year  gains  of  up  to  355% 
for  some  stocks  but  continuing  grief  for  others 


Value  Line's  new  1984  full-year  earnings  estimates  for  each  of 
1700  stocks  may  hold  some  startling  surprises.  Being  aware  of  the 
tumultuous  possibilities— both  good  and  bad— on  the  "far  side"  of 
the  recession  could  give  you  major  advantage. 

You  are  therefore  invited  to  receive  Value  Line's  latest  full-page 
Reports  on  each  of  these  1700  stocks,  immediately  setting  before 
you  . . . 

•  1984  estimated  earnings  and  dividends  per  share. 

•  1983  earnings  and  dividends  per  share,  actual  to  date  and  esti- 
mated for  rest  of  the  year. 

•  Actual  earnings  and  dividends  per  share,  year  by  year,  from 
1968  through  1982. 

•  Estimated  average  annual  earnings  and  dividends  per  share  in 
the  1986-88  period. 

No  other  source  we  know  of  gives  you  such  a  comprehensive  pic- 
ture of  stocks'  past  and  estimated  future  earnings.  Value  Line  is 
not  infallible,  but  we  do  have  over  45  years'  experience  making 
such  estimates  .  . .  which  are  probably  the  most  plagiarized  in  the 
world. 

In  the  turbulence  of  the  recession,  estimating  future  results  is 
even  trickier  than  usual.  Can  you  discern,  for  instance,  which  five 
of  the  stocks  below  we  estimate  will  show  lower  earning*  in  1984 
than  In  1983  . . .  which  five  "normal"  improvement . . .  and  which 
Five  large  earnings  gain*  ranging  from  80%  to  355%? 


CAN  YOU  TELL  THE  "COMERS" 

FROM  THE  "GONERS"? 

5  of  these  stocks,  Value  Line  estimates,  will  have  lower  earn- 
ings in  1984  than  in  1983  ...  5  others  "normal"  gains . . .  and 
the  remaining  5  big  earnings  jumps  ranging  from  80%  to 
355%. 


American  Can 
Amer.  Telephone 
Cascade  Nat'!  Gas 
Coleco  Inds. 
Enserch  Corp. 
Helene  Curtis  Inds. 
MCI 


Watkins-Johnson  Co. 


Northrop 

Occidental  Petroleum 
Park-Ohio  Inds. 
Pennzoil  Co. 
Petro-Lewls 
Singer  Co. 
Southmark  Corp. 


^ow  is  the  time  to  check  every  stock  you  care  about  against  Value 
Jne's  1984  earnings  estimates— which  are  presented  on  a 
quarterly  as  well  as  full-year  basis— to  see  which  stocks  may  do 
nuch  better,  or  worse,  than  most.  Since  the  1700  stocks  covered 
}y  Value  Line  account  for  more  than  96%  of  total  dollar  trading  in 
J.S.  equity  markets,  most  of  your  holdings  are  probably  included. 

The  foregoing  earnings  data  and  estimates,  crucial  as  they  are, 
:omprise  but  a  small  fraction  of  the  comprehensive  help  you  will 
systematically  receive  In  The  Value  Line  Investment  Survey. 


Updated  Every  Week 


Every  week,  Value  Line's  regular  Summary  &  Index  presents  up- 
o-date  ratings  of  EACH  of  1700  stocks— relative  to  all  the 
>ther»— as  follows: 


a)  Rank  for  Probable  Price  Performance  in  the  Next  12  Months- 
ranging  from  1  (Highest)  down  to  5  (Lowest). 

b)  Rank  for  Investment  Safety  (from  1  down  to  5). 

c)  Estimated  Yield  in  the  Next  12  Months. 

d)  Estimated  Appreciation  Potential  in  the  Next  3  to  5  Years- 
showing  the  future  "target"  price  range  of  the  stock. 

e)  Current  price,  P/E  ratio,  Beta;  also  latest  quarterly  earnings 
and  dividend  results  vs.  year-ago. 

Plus  Full-Page  Reports 

In  addition,  each  of  the  1700  stocks  is  the  subject  of  a  new  full- 
page  Report  at  least  once  every  three  months— including  22 
series  of  vital  financial  and  operating  statistics  going  back  15 
years  and  estimated  3  to  5  years  ahead.  (This  is  where  you'll  find 
the  earnings  data  and  estimates  we  discussed  earlier.)  About  130 
new  full-page  Reports  are  issued  each  week  . . .  1700  every  13 
weeks.  Moreover,  a  Supplementary  Report  is  Issued  immediately 
on  a  stock  whenever  significant  Interim  developments  so  require. 

Special  Invitation 

You  can  receive  the  complete  Value  Line  Investment  Survey  (with 
30-day  money-back  guarantee)  for  the  next  10  weeks  for  only 
$37— about  HALF  the  regular  rate— If  no  one  In  your  household 
has  subscribed  In  the  past  two  years.  And  you  automatically 
receive  these  two  bonuses: 
BONUS  #1— Value  Line's  2000-page  Investors 
Reference  Service,  including  our  latest  full-page 
Reports  on  each  of  1700  stocks  . . .  fully  Indexed 
and  loose-leaf  bound  for  easy  reference,  and 
systematically  updated  by  new  full-page  Reports 
in  the  weeks  ahead.  Filing  takes  but  a  minute  a 
wook 

BONUS  #2— A  Subscriber's  Guide,  by  Arnold 
Bernhard,  Value  Line's  founder  and  research 
chief.  This  72-page  guidebook  reveals  methods  of  stock  evalua- 
tion that  took  decades  to  develop,  and  tells  exactly  how  to  use  the 
Immense  wealth  of  precision-organized  data  In  The  Value  Line  In- 
vestment Survey. 

CALL  TOLL-FREE: 
If  you  have  Matter  Card,  American  Expreaa  or  Visa, 
phone  1-800-331-1750  (operator  13)  24  hrs.  7  days  a  week. 


THE  VALUE  LINE  INVESTMENT  SURVEY 

ARNOLD  BERNHARD  &  CO  .  INC  .711  THIRD  AVE  NEW  YORK.N  Y  10017 

INTRODUCTORY  OFFER  Department:  41 6 J 02 

□  Begin  my  10-week  trial  subscription  for  $37  to  The  Value  Line 
Survey  (limited  once  to  any  household  every  two  years)  and  send 
me  the  two  bonuses  listed  above. 

ONE  YEAR  SUBSCRIPTION 

□  Begin  my  1-Year  (52  issues)  subscription  for  $365  and  send  me 
the  two  bonuses  listed  above.  There  are  no  restrictions  with  this  an- 
nual subscription. 

SPECIAL  EXTRA  BONUS 

A  pocket-size  CREDIT  CARD  LCD  CALCULATOR 
given  to  you  when  you  order  The  Value  Line  Invest-  |  "*"u 
ment  Survey  for  one  year. 

□  My  payment  is  enclosed.  □  Please  charge  to:  □  American  Exp. 

□  Master  Card  □  Visa  Expiration  Date  

Account  #  

This  subscription  is  tax-deductible  and  non-assignable. 

(N.Y.  residents  add  sales  tax.) 


Signature 
Name   


Address 
City  


-State - 


.  Apt.  No.. 
-Zip  


Commodities 


It  took  a  rare  blend  of  persistence,  skill 
(and  luck)  to  squeeze  money  out  of  com- 
modities in  1983,  but  it  could  be  done. 

ROUND  UP  TIME 
AGAIN 


By  Stanley  W.  Angrist 


In  the  land  of  the  blind,  the  one- 
eyed  man  is  king.  That's  the  way  I 
feel  about  the  track  record  of  my 
recommendations  for  the  past  six 
months.  The  record  is  far  from 
great,  but  it  does  show  a  net  profit 
for  the  last  half  of  1983. 

Before  giving  a  trade-by-trade  re- 
view, let's  look  at  how  the  pros  have 
been  doing.  The  most  recent  data  I 
have  is  from  Managed  Account  Re- 
ports of  Columbia,  Md.  for  the  peri- 
od ended  Oct.  31,  1983.  MAR  main- 
tains two  indexes:  one  for  the  lead- 
ing publicly  offered  funds,  the  other 
for  leading  fund  managers.  The 
leading  funds  index  is  up  5.8%  since 
Jan.  I,  1983  and  up  an  impressive 
19.2%  for  the  most  recent  six 
months.  For  the  same  periods,  the 
leading  manager's  index  is  up 
12.5%  and  about  6.8%,  respective- 
ly. On  balance,  these  numbers  re- 
veal that  it  has  not  been  an  easy 
year  to  make  big  bucks  in  the  com- 
modity markets. 

An  impressive  losing  trade  sug- 
gestion made  in  the  July  18  issue 
was  a  long  December  wheat/short 
December  corn  spread  at  95  cents 
premium  wheat.  Smart  traders  were 
quickly  stopped  out  with  a  10-cent 
loss  ($500).  This  dog  of  a  trade  even- 
tually saw  wheat  go  to  a  discount  to 
corn  for  a  brief  instant.  Lesson: 


Stanley  W.  Angris/  is  a  commodity  specula- 
tor, consultant  and  longtime  observer  of  the 
commodity  markets. 


Abandon  losing  trades  when  they 
reach  your  bailout  point.  No  trade 
knows  that  you  hold  it.  Therefore,  it 
won't  be  offended  when  you  exit  it. 

The  Aug.  1  issue  carried  a  recom- 
mendation for  a  long  May  1984/ 
short  October  1983  sugar  spread. 
Within  three  weeks  it  yielded  the 
desired  profit  of  75  points,  or  $843. 
Vengeance  is  sweet! 

The  Aug.  15  Forbes  contained  a 
recommendation  for  a  rather  com- 
plicated refinery  spread.  My  calcu- 
lations show  that  it  was  never 
worth  entering.  My  next  suggestion 
was  in  the  Sept.  12  number,  and  it 
was  for  a  bear  spread  in  orange  juice. 
(I  think  my  mind  was  clouded  by 
the  success  of  the  bears  in  the  mov- 
ie Trading  Places.)  Smart  traders 
were  stopped  out  with  a  $300  loss 
and  went  to  the  movies. 

Still  looking  for  another  big  win- 
ner, on  Oct.  101  tested  the  soybean 
meal  market  with  a  spread  of  long 
December/short  May.  The  trade 
hovered  around  the  entry  point  for 
weeks  and  would  frequently  tease 
me  by  becoming  slightly  profitable. 
But,  by  the  end  of  November,  when 
canny  traders  who  don't  want  to  get 
involved  with  delivery  would  have 
exited,  it  was  carrying  a  $150  loss. 

In  the  Oct.  24  outing  I  thought  it 
time  to  look  at  the  new  currency 
options  trading  on  the  Philadelphia 
Stock  Exchange.  The  recommenda- 
tion was  a  low-risk  bear  spread  in 
deutsche  mark  calls.  The  trade  has 
worked  reasonably  well  so  far,  as 
the  rally  in  DMs  has  petered  out  as 
expected.  The  trade  is  showing  a 
profit  of  about  $437. 

In  the  Nov.  7  issue  I  looked  at  the 
seemingly  perpetual  bear  commod- 
ity: copper.  In  the  period  between 
when  I  wrote  the  column  and  when 
the  recommendation  reached  read- 
ers, copper  dropped  about  4  cents  a 
pound.  This  allowed  adventurous 
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traders  to  take  a  long  position  in 
copper  at  around  64.5  cents  per 
pound.  Copper  has  now  rallied  near- 
ly 1.5  cents,  for  a  profit  of  $330. 

On  Nov.  21  I  again  recommended 
a  wheat  versus  corn  spread,  which 
could  have  been  done  at  around  10 
cents  premium  wheat.  The  trade, 
after  approaching  even  money,  is 
now  back  to  about  8  cents  premium 
wheat  for  a  2-cent,  or  $100,  loss.  It 
could  still  turn  profitable. 

Dec.  5  the  recommendation  was  a 
covered  write  on  a  March  T  bond 
futures  contract  achieved  by  selling 
two  72  calls.  So  far  the  trade  is 
working  fairly  well,  as  it  now  shows 
a  profit  of  about  $468. 1  think  that  it 
will  continue  to  improve.  The  feed- 
er- versus  live-cattle  trade  suggest- 
ed in  the  Dec.  19  issue  has  not  been 
in  place  long  enough  to  evaluate. 

Of  the  eight  trades  that  could 
have  been  done  in  this  period,  four 
were  profitable  or  are  now  showing 
a  profit  that  amounts  to  $2,078.  The 
four  losers  generated  losses  of 
$1,050  for  a  net  profit  of  $1,028. 
(None  of  these  calculations  in- 
cludes commissions.)  However,  it 
should  be  kept  in  mind  that  several 
of  the  profitable  trades  could  appre- 
ciate more  than  enough  to  offset 
any  commission  costs.  Compared 
to  how  the  professional  fund  and 
pool  managers  have  been  doing  in 
the  past  few  months,  I  believe  my 
results  to  be  respectable. 

Traders  who  want  to  play  the 
cold-weather  game  in  the  orange- 
growing  region  of  Florida  might 
consider  a  bull  spread  in  OJ.  The 
current  OJ  supply  is  tight,  and  de- 
mand is  better  than  expected.  The 
Florida  freeze  season  begins  around 
Dec.  1,  intensifies  from  around 
Christmas  into  early  July  and  ends 
in  February.  Some  meteorologists 
think  this  will  be  a  colder  winter 
than  those  of  the  past  couple  of 
years,  making  the  probability  of  a 
freeze  greater. 

Venturesome  speculators  might 
try  to  buy  the  March/sell  the  May 
contract,  with  March  carrying  no 
more  than  a  75-point  premium  to 
the  May.  I  would  risk  no  more  than 
150  points  ($225)  from  my  entry 
point,  looking  for  at  least  a  300- 
point  ($450)  runup  in  the  event  of  a 
freeze  scare.  The  margin  on  this 
trade  is  about  $750,  while  the 
round-turn  commission  is  $100.  ■ 
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The  Contrarian 


Just  as  a  stopped  clock  has  the  correct 
time  twice  a  day,  so  even  the  lousiest 
analyst  can  claim  a  superior  record. 

SLEIGHT  OF  HAND 


By  David  Dreman 


A  good  friend,  Ted  Halligan  of  the 
Minneapolis-based  securities  firm 
Piper,  Jaffray  &  Hopwood,  is  a 
shrewd  observer  of  the  investment 
business.  Says  Ted:  "I've  never  met 
a  money  manager  yet  who  isn't  in 
the  top  10%  of  performance  rank- 
ings." How  can  this  be  so,  he  won- 
ders archly,  when  85%  of  managers 
have  done  worse  than  the  market  in 
the  past  15  years. 

As  Ted  knows,  the  answer  is  easy: 
Anyone  can  be  in  the  top  10%,  or 
even  numero  uno,  if  both  the  time 
frame  and  the  basis  of  measuring 
results  are  chosen  carefully. 

For  example,  the  recent  heroes 
who  dealt  in  smaller  and  faster- 
growing  companies.  Most,  using 
Jan.  1,  1975  or  a  later  date  as  their 
starting  point,  could  make  terrific 
claims  to  perspicacity.  Why  choose 
1975  or  later,  rather  than  measuring 
from  1974,  1973  or  earlier?  Simple. 
Had  they  picked  an  earlier  base, 
their  heroic  records  would  have 
looked  sad.  By  picking  1975,  they 
chose  as  a  base  a  time  when  small 
stocks,  even  the  best  of  them,  were 
going  begging. 

If  you  analyze  the  Value  Line 
Composite,  you  can  see  why.  The 
index  of  1,700  companies  is  equally 
weighted,  which  means  that  a  corn- 
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pany  with  a  smaller  market  value 
will  count  exactly  the  same  as  one 
that  is  100  or  even  200  times  larger, 
such  as  an  IBM  or  an  Exxon.  Thus 
smaller  companies  make  up  a  much 
higher  proportion  of  the  Value  Line 
average  than  they  do  of  The  Forbes 
500s.  By  contrast,  the  DJI  is  com- 
posed entirely  of  giants. 

The  Value  Line  Composite  broke 
disastrously  between  1968  and 
1974,  primarily  because  of  the  col- 
lapse of  medium-  and  smaller-size 
companies.  From  a  high  of  190  in 
1968,  the  average  lost  75%,  to  its 
late  1974  low  of  47.  By  comparison, 
the  Dow  Jones  dropped  just  42% . 

Now  to  the  magic  of  performance 
numbers.  The  Value  Line  Compos- 
ite rebounded  a  sensational  400% 
from  December  1974's  low  to  the 
present  time,  compared  with  an  in- 
crease of  just  over  100%  for  the 
Dow.  So,  if  you  start  at  Jan.  1,  1975, 
small  stocks  beat  the  stuffing  out  of 
big  stocks. 

But  to  achieve  that  spectacular 
400%  gain,  you  would  have  had  to 
pick  the  exact  bottom.  Suppose  you 
had  bought  at  the  top  instead.  The 
old  top  of  the  Value  Line  Composite 
was  in  1968.  Had  you  bought  the 
index  at  that  peak,  how  well  would 
you  have  done?  You  would  be  up 
only  marginally  15  years  later.  With 
the  Dow,  by  contrast,  you  would  be 
ahead  by  25%. 

I'm  poking  through  the  past  like 
this  simply  to  make  a  point:  Don't 
trust  claims  to  superior  stock-pick- 
ing prowess.  Statistics  may  not  lie, 
but  inferences  based  upon  them  do. 
Given  the  magnitude  of  the  Value 
Line  Composite's  fluctuations,  it's 
easy  for  a  manager  or  broker  to 
sculpture  any  record  he  or  she 
wants  simply  by  punching  in  the 
proper  starting  date. 

You  should  be  aware  that  many  of 
today's  hot  stock  pickers  are  the 
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same  people — or  their  heirs — who 
wiped  out  70%  or  more  of  their  cli- 
ents' capital  in  1973  and  1974  before 
they  started  calculating  their  re- 
sults for  real.  A  change  in  a  firm 
name  or  a  few  mea  culpas  and  voila! 
they  were  off  and  running.  A  fresh 
start  and  nobody  the  wiser. 

Unfortunately,  large  numbers  of 
investors  are  suckers  for  such  hot 
streaks,  just  as  they  are  for  market 
timers  or  brokers  on  a  roll.  So,  my 
advice  is:  Forget  about  deciding 
which  depressed  hot  stocks  to  buy 
for  bounce-back;  forget  looking  for 
tomorrow's  Wang  Labs  or  Advanced 
Micro  Devices.  And  slam  down  the 
telephone  on  anyone  who  tells  you 
that  small  stocks  are  where  the  ac- 
tion is. 

Which  brings  me,  inevitably,  of 
course,  to  the  low-P/E  strategy  I  ad- 
vocate. High-quality,  low-P/E 
stocks  have  shown  superior  perfor- 
mance over  4V2  decades  in  good  and 
bad  markets  alike.  High-tech  stocks 
come  and  go,  turnaround  situations 
have  their  day  in  the  sun,  first  one 
industry  and  then  another  is  center 
stage.  But  year  in  and  year  out,  high- 
quality  stocks  selling  at  low  P/Es 
fare  well.  The  strategy  isn't  diffi- 
cult: Buy  strong,  growing  compa- 
nies, with  good  yields  and  earnings, 
when  the  market  ignores  them. 

One  example  is  AT&T  (64).  Un- 
loved and  unwanted  for  years,  this 
stock  is  undergoing  a  revaluation  of 
its  fundamentals  by  investors, 
which  leads  me  to  believe  that  it 
should  trade  significantly  higher 
over  the  next  few  years.  AT&T  has 
a  P/E  of  9  and  yields  8.4%. 

Two  similar  values: 

Standard  of  Ohio  (42)  is  a  major 
domestic,  integrated  oil.  Earnings 
should  be  up  by  at  least  10%  in  1984 
over  last  year's  depressed  results. 
The  stock  trades  at  6  times  earnings 
and  yields  6.2%. 

American  Express  (33)  has  shown 
an  almost  15%  rate  of  return  over 
the  last  ten  years.  The  stock 
dropped  sharply  from  its  high  of  50 
in  recent  months,  although  earn- 
ings were  up  about  15%  in  1983  and 
should  rise  again  this  year.  At  10 
times  earnings,  American  Express 
represents  good  value. 

A  good  motto  for  1984:  Stay  with 
the  logical,  time-tested  low-P/E  ap- 
proach and  leave  the  hot  stocks  to 
those  who  prefer  cocktail-party 
bragging  to  a  growing  net  worth.  ■ 
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Stock  Trends 


The  market  was  up  for  1983,  but  a  year - 
end  tally  of  winners  and  losers  could  be 
hazardous  to  financial  arrogance. 

HUMILITY  101 


By  Ann  C.  Brown 


Tis  the  season  when  once  again  any 
number  of  11 -month  nobodies  sud- 
denly become  sought-after  some- 
bodies who  blanket  the  media  with 
economic  predictions  and  stock 
picks  for  the  new  year.  Since  inves- 
tors live  for  the  future,  prognostica- 
tions from  whatever  source  are  re- 
quired reading  and  listening.  But 
don't  take  all  this  too  seriously: 
Most  stockowners  are  looking  not 
so  much  for  new  thoughts  as  for 
confirmation  of  their  own  thinking 
and  justification  for  holding  what 
they  hold  in  their  portfolios.  With 
so  many  soothsayers  saying  sooth- 
ing things,  one  of  them  is  bound  to 
come  close  enough  to  each  inves- 
tor's ideas,  enabling  him  or  her  to 
march  confidently  into  1984. 

For  an  up  year,  1983  seems  to 
have  had  more  than  its  share  of 
down  stocks.  The  stock  market,  as 
measured  by  the  DJI,  may  have 
scored  over  30  new  highs  during  the 
year,  but  there's  scarcely  an  inves- 
tor around  whose  infallibility  hasn't 
been  bruised.  A  year-end  tally  of 
winners  and  losers  could  be  hazard- 
ous to  financial  arrogance. 

Over  the  past  year,  I  racked  up  my 
share  of  candidates  for  Brown's 
black-and-blue  "Why  Did  I  Buy?" 
list.  Example:  a  little  company 
called  Electro-Biology,  which  I  sug- 
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gested  as  one  in  a  package  of  high- 
risk,  potentially  high-reward  stocks. 
No  reward  and  stiff  penalties  would 
better  describe  this  stock,  whose 
price  was  quickly  cut  in  half  by  a 
combination  of  bad  third-quarter 
earnings  and  the  announcement  of  a 
superior  bone  healing  procedure  de- 
veloped by  a  team  of  Brazilian  doc- 
tors. The  best  guesstimate  for  EPS 
for  1984  is  now  80  cents,  half  what  it 
once  was,  too,  but  the  stock  has  lost 
important  sponsorship,  and  more 
attractive  opportunities  appear 
available  elsewhere. 

In  an  August  column,  when  Walt 
Disney  stock  was  66  (down  from  a 
high  of  84),  I  mentioned  that  the 
stock  "looked  downright  fascinat- 
ing" below  60.  Ditto  in  October, 
when  the  stock  was  60  a  share.  Then 
along  came  the  fourth  fiscal  quarter 
earnings,  which  were  Disasterland. 
Attendance  at  the  theme  parks  was 
off  sharply,  and  the  film  business 
continued  poor — particularly  over- 
seas. Even  though  earnings  will  be 
down  the  next  couple  of  quarters, 
largely  due  to  accounting  changes, 
Disney  looks  absolutely  intriguing 
below  45,  which  isn't  too  far  away. 

When  I  recommended  Gould  at 
35,  it  appeared  that  the  company 
would  report  earnings  of  $1.95  per 
share  for  1983  and  as  much  as  $3  per 
share  for  1984.  Currently,  $1.65  and 
$2.50,  respectively,  look  more  like 
it,  and  the  stock  has  reacted  to  the 
30  level  on  the  disappointing  news. 
Now  that  the  dividend  has  been  cut, 
in  keeping  with  management's 
well-advertised  plans  for  a  new  fi- 
nancial strategy  to  go  with  Gould's 
new  image  of  an  electronics  com- 
pany, the  stock  could  rally.  Howev- 
er, even  though  future  prospects 
continue  to  look  bright,  it  could  pay 
to  wait  until  fourth-quarter  earn- 
ings are  out  before  buying. 

Since  I  have  recently  replugged 
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my  two  other  "Worst  Recommen- 
dations of  1983,"  Tandy  and  Mary 
Kay  Cosmetics,  a  new  idea  or  two  to 
start  the  new  year  seems  in  order. 
Southland  Corp.  (43),  better  known 
through  its  7,000  7-Eleven  conve- 
nience food  stores,  shows  a  lot  of 
promise.  Recently,  the  company 
purchased  Cities  Service's  market- 
ing and  refining  assets  from  Occi- 
dental Petroleum.  In  the  deal, 
Southland  Corp.  picked  up,  among 
other  things,  350  Qwik-Mart  conve- 
nience stores  and  over  600  Citgo 
service  stations.  The  acquisition 
will  enable  Southland  to  supply  gas- 
oline to  its  own  chain,  resulting  in 
cost  savings  and  assured  availabil- 
ity. Earnings  are  a  bit  difficult  to  pin 
down,  but  $4.60  to  $5  per  share 
looks  attainable  for  1984,  up  from 
an  estimated  $3-plus  for  1983. 

Since  the  decision  to  stop  the 
development  of  the  MD-90  and  the 
MD-100  aircraft,  McDonnell  Doug- 
las (57)  earnings  are  looking  up, 
mainly  due  to  the  less-than-expect- 
ed  R&D  expenses.  The  estimated 
secular  growth  rate  of  the  company 
could  be  in  the  area  of  20%,  and 
earnings  are  estimated  to  come  in 
at  around  $8  per  share  in  1984, 
with  $8.50  to  $9.50  possible  for 
1985  and  $10  to  $11  for  1986.  Mc- 
Donnell Douglas  is  currently  en- 
gaged in  discussions  to  acquire 
Tymshare.  At  the  moment,  the 
deal,  if  completed  at  the  presently 
rumored  price,  would  be  dilutive 
to  McDonnell  Douglas'  earnings. 
However,  the  price  could  be  nego- 
tiated downward  or  the  talks  could 
fall  through.  But  the  acquisition,  in 
theory,  is  a  good  one. 

Rockivell  International  Corp.  (32)  is 
another  aerospace-and-then-some 
company  whose  earnings  look  like 
they  are  ready  to  take  off.  The  esti- 
mate for  fiscal  1984  ending  in  Sep- 
tember is  for  earnings  per  share  of 
$3.25  to  $3.30.  Industry  backlogs 
virtually  insure  20%  growth 
through  1985  no  matter  who  is 
President,  and  with  Mr.  Reagan 
looking  very  re-electable,  projects 
Rockwell  is  into,  like  the  MX  mis- 
sile and  the  B-l  bomber,  should  con- 
tinue to  receive  funding.  Rockwell 
could  pick  up  a  juicy  contract  this 
spring  if  the  company  is  chosen  over 
Magnavox  to  produce  equipment 
for  Navstar  navigation  data  use.  My 
guess:  ROK  could  hit  40  by  the  end 
of  1984.  ■ 
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If  Martin  Feldstein  follows  David  Stock- 
man to  the  woodshed,  I  hope  that  I  am 
short  long-term  bonds  when  it  happens. 

BOND  MARKET  AND 
MARTIN  FELDSTEIN 


By  Asbby  Bladen 


Last  year  the  inflationary  overex- 
pansion  of  credit  within  countries 
was  largely  offset  by  the  deflation- 
ary consequences  of  excessive  debt 
service  burdens  between  countries. 
So  it  was  a  standoff,  and  interest 
rates  remained  fairly  stable.  But 
the  standoff  is  about  to  end.  Dur- 
ing 1984  and  1985  inflation  and 
interest  rates  will  be  rising  in  the 
U.S.,  in  spite  of  the  deflation  we 
are  importing  from  the  countries 
that  have  already  destroyed  their 
national  creditworthiness.  The 
main  reason  for  this  is  that  the 
overexpansion  of  government  debt 
in  this  country  is  getting  complete- 
ly out  of  hand. 

Let's  look  at  the  imported  defla- 
tion first.  Governments  can  get 
away  with  abusing  their  credit  long- 
er than  can  individuals  or  business- 
es because  only  governments  are 
able  to  declare  their  debts  to  be  legal 
tender  and  force  the  citizenry  to  ac- 
cept them.  But  even  governments 
cannot  force  foreigners  to  lend  to 
them,  and  by  now  many  countries 
have  exhausted  their  foreign  credi- 
tors' patience.  So  they  must  sell 
their  exports  for  whatever  they  will 
bring  and  import  only  what  is  abso- 
lutely necessary  to  convince  their 
creditors  that  they  will  eventually 
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be  able  to  carry  their  debts.  But  ris- 
ing exports  and  falling  imports  also 
mean  a  fall  in  the  national  standard 
of  living. 

The  most  important  point  Nor- 
man Gall  made  in  his  excellent  arti- 
cle about  Brazil  in  the  Dec.  5  issue 
of  Forbes  is  that  the  U.S.  govern- 
ment is  going  down  the  same  road 
that  Brazil  has  already  traveled  to 
its  bitter  end.  We  do  not  have  to 
repeat  the  Brazilian  experience  if  we 
are  willing  to  learn  from  their  exam- 
ple, but  so  far,  our  political  leaders 
are  totally  oblivious  to  it. 

Inflation  starts  in  the  public  sec- 
tor when  the  government  is  unable 
or  unwilling  to  discipline  itself  to 
spending  no  more  than  it  asks  the 
people  to  pay  in  taxes.  Normally,  it 
then  gets  a  helping  hand  from  the 
private  sector  when  people  and 
businesses  borrow  in  order  to  buy 
inflation  hedges.  At  the  moment 
the  American  private  sector  is  still 
chastened  by  the  consequences  of 
the  fourth  and  most  severe  credit 
crunch  since  1965,  but  the  federal 
government's  borrowing  and 
spending  are  becoming  completely 
irresponsible. 

In  1983  neither  the  Congress  nor 
the  Administration  hesitated  to 
spend  a  couple  of  hundred  billion 
dollars  more  than  they  were  willing 
to  ask  the  people  to  pay  in  taxes. 
Then  the  Congress  went  home  con- 
gratulating itself  on  the  fiscal  re- 
sponsibility it  had  demonstrated  at 
the  last  moment  by  granting  the 
Treasury  the  authority  to  borrow 
enough  to  cover  the  shortfall  until 
April.  And  the  gap  is  more  likely  to 
widen  than  to  narrow. 

Defense  Secretary  Caspar  Wein- 
berger, who  is  a  completely  honest 
and  responsible  man — despite  his 
years  in  Washington — wants  to 
raise  military  spending  in  1985 
nearly  twice  as  much  as  Congress 


approved  for  1984.  Weinberger  rose 
from  private  to  captain  in  the 
threadbare  American  infantry  of 
1941-42,  and  he  is  convinced  that 
massive  military  spending  is  the 
only  way  to  preserve  the  tenuous 
peace  we  now  enjoy.  The  alarming 
trend  of  events  in  the  Middle  East 
indicates  that  our  military  capabili- 
ties are  stretched  far  too  thin  and 
suggests  that  Weinberger  will  get 
much,  if  not  all,  of  what  he  wants. 

The  assumption  is  made  by  cyn- 
ics who  pin  the  credit  crunch/infla- 
tionary-recovery cycle  to  our  qua- 
drennial presidential  elections  that 
the  next  collapse  of  the  bond  mar- 
ket will  not  happen  before  1985.  In 
fact,  a  couple  of  military  accidents 
or  a  few  months  of  bad  inflation 
numbers  could  precipitate  the  col- 
lapse this  year.  And  if  President 
Reagan  thinks  that  postponing  the 
inevitable  rise  in  interest  rates  un- 
til after  the  elections  would  give 
him  an  unfair  advantage  over  the 
Democrats,  he  could  easily  acceler- 
ate it  by  firing  Martin  Feldstein. 

Before  he  went  to  Washington, 
Mr.  Feldstein  was  a  director  of  the 
company  I  work  for.  I  can  testify 
that  he  is  a  very  bright,  very  forth- 
right man  who  calls  them  exactly 
as  he  sees  them.  If  the  Administra- 
tion thought  that  it  was  getting 
another  party-liner  to  replace  Mur- 
ray Weidenbaum,  it  was  in  for  a  big 
surprise.  It  has  since  gotten  that 
surprise. 

In  an  interview  in  the  Feb.  28, 
1983  issue  of  Forbes,  Feldstein  in- 
sisted that  as  the  economy  recovers, 
those  prospective  deficits  have  sim- 
ply got  to  be  reduced.  Otherwise, 
high  interest  rates  here  will  keep 
the  dollar  expensive  on  the  foreign- 
exchange  markets  and  Americans 
will  import  more  and  export  less 
than  we  would  with  lower  budget 
deficits  and  interest  rates.  Produc- 
tive investment  will  stagnate,  and, 
eventually,  the  U.S.  will  again  be- 
come a  debtor  nation. 

Feldstein  has  steadily  said  the 
same  thing  ever  since,  and  it  is  not 
merely  his  opinion.  Most  influen- 
tial bond-market  pundits  and  insti- 
tutional portfolio  managers  agree 
with  him.  If  Martin  Feldstein  is  go- 
ing to  follow  David  Stockman  to  the 
woodshed  for  saying  what  most 
bond  buyers  believe  to  be  the  simple 
truth,  I  hope  that  I  am  short  long- 
term  bonds  when  it  happens.  ■ 
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WHICH 

NO  LOADS 

(no  broker  fee) 

ARE  EXPECTED  TO  PERFORM 
BEST  IN  THE  YEAR  AHEAD? 


Venture  Capital 


GROWTH  FUND  GUIDE  is  an  advisory  service 
that  tells  you  what  it  thinks  and  why.  No 
doubletalk. 

CURRENT  ISSUE  contains  24  pages  of  forecasts, 
ratings,  charts,  risk  ratios  &  strength  studies  on 
what  are  believed  to  be  the  nation's  top  NO  LOAD 
(no  broker  fee)  funds.  Aggressive,  Growth,  Quality, 
Cash  Haven  and  Special  Situation  Funds  (gold, 
mergers,  instant  switch  funds)  are  ail  covered. 
See  which  NO-LOADS  are  now  leading  the 
way  up  in  each  classification. 

SPECIAL  $1  OFFER 

will  bring  you  immediately  by  return  mail 
Our  current  issue  Reg.  $3.75 

+  Bonus  report  No  Load  vs.  Load  Reg.  $2.50 

Simply  mail  this  ad  and  $1  to 
GROWTH  FUND  RESEARCH,  INC. 
Growth  Fund  Research  Bldg. 
Box  6600,  Rapid  City,  SD  57709 
Subscription  cannot  be  assigned  without  your  consent 

fib  ^^rammm 


THE  INVESTORS  GUIDE  TO  DYNAMIC  GROWTH  FUNDS 


COST 
OF 

LIVING. 


GIVE  TO  THE 
AMERICAN  CANCER  SOCIETY. 

This  space  contributed  as  a  public  service. 


Ili  M6l7fM6 

Ristorante  Italiano 

FORBES,  NEW  YORK  TIMES 
AND  GOURMET 

.  1460  SECOND  AVE.,  (76  &  77)  N.Y.C.  535-9310  . 


What  promises  to  be  to  the  Nineties  what 
computers  are  to  the  Eighties?  And  why 
has  Wall  Street  soured  on  it? 

THINGS  THAT  GO 
BUMP  IN  THE  NIGHT 


By  Thomas  P.  Murphy 


How  do  you  finance  an  industry 
that  has  little  revenue,  needs  hun- 
dreds of  millions  more  capital  and 
will  show  losses  for  years  to  come? 
I'm  talking  about  biotechnology. 

The  immediate  answer  is:  with 
great  difficulty.  These  stocks  have 
become  a  disaster  area  in  an  other- 
wise good  stock  market.  Genen- 
tech,  the  Tiffany  among  them,  saw 
a  high  of  nearly  50  over  the  past 
year  but  was  trading  around  37  re- 
cently. Biogen  is  down  from  24  to 
11  and  Hybritech,  Inc.  from  31  to 
21.  To  make  matters  more  exasper- 
ating for  the  shareholders,  nothing 
really  has  happened  to  account  for 
the  plunge.  It  was  one  of  those  un- 
explainable  changes  in  fad.  In  the 
spring  we  all  wanted  Hula-Hoops. 
By  Christmas  it  was  Cabbage  Patch 
Kid  dolls. 

Venture  capitalists  had  already 
pulled  back  on  new  commitments 
to  the  industry.  They  financed  29 
new  biotech  firms  in  1981  but  only 
13  in  1982,  according  to  Venture 
Capital  Journal. 

The  huge  stock  market  success  of 
Genentech  beguiled  venture  capital 
investors.  They  suspended  for  a 
time  their  normal  skepticism  about 
financing  companies  still  in  the  re- 
search phase.  Anyhow,  so  long  as  a 
public  appetite  for  biotechnology 
stocks  assured  both  later  financing 

Thomas  P  Murphy  heads  a  venture  capital 
firm.  Partnership  Dankist,  Stamford,  Conn 


and  a  nice  profit  for  their  earlier 
investors,  it  was  easy  for  venture 
capitalists  to  convince  themselves 
that  biotechnology  really  was  differ- 
ent. Now,  with  public  enthusiasm 
faded,  reality  creeps  in. 

First,  some  problems.  The  "prod- 
uct" development  cycle  in  biotech- 
nology, compared  with,  say,  elec- 
tronics, is  turning  out  to  be  long, 
dicey  and  fraught  with  legal  and  reg- 
ulatory hurdles  as  well  as  the  more 
familiar  technical  and  business 
ones.  Everything  seems  to  be  mea- 
sured in  years  instead  of  months. 
Beyond  that,  manufacturing  tech- 
niques remain  fairly  primitive  and 
unreliable.  If  the  new  product  is  a 
pharmaceutical  for  human  use, 
once  it  is  manufactured  successful- 
ly, the  testing  and  FDA-approval  cy- 
cles take  more  years  and  many  more 
millions  of  dollars. 

To  add  another  fillip:  Is  it  really 
going  to  be  possible  to  maintain  a 
proprietary  right  to  these  products? 
The  legal  answer  is  yes.  You  can 
patent  the  product  of  genetic  sci- 
ence even  when  it  is  the  exact  dupli- 
cate of  something  already  occurring 
in  nature.  But  will  that  turn  out  to 
be  enforceable  legally?  Or,  can  or- 
ganisms be  slightly  modified  with- 
out changing  their  function  but 
evading  patents?  Who  knows? 

The  stock  market  finally  heard 
the  bumps  in  the  night  that  had 
already  spooked  out  many  of  the 
venture  capitalists.  That  still  leaves 
the  tax-shelter  partnerships  as  ma- 
jor sources  of  financing.  It  also 
leaves  corporations,  which — largely 
for  defensive  reasons— will  stay  in 
the  game  as  well.  Nevertheless,  a 
bad  public  market  for  the  stocks  is  a 
major  downer  for  the  industry.  Pub- 
lic stock  markets  establish  "value" 
benchmarks,  and  if  they  fall  too 
low,  it  becomes  difficult  to  finance 
research  with  private  money. 
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What  everyone  forgets  is  that  the 
potential  is  sufficiently  great  to  jus- 
tify the  risks.  If  you  doubt  this,  talk 
with  Daniel  D.  Adams,  41.  He  is 
chairman  and  chief  executive  of  Ad- 
vance Genetic  Sciences,  a  Green- 
wich, Conn. -based  and  newly  pub- 
lic biotechnology  firm.  Adams  is  a 
lawyer  and  a  successful  venture 
capitalist,  and  he  helped  found  two 
other  biotech  firms — Biogen  for 
one — before  he  started  AGS.  While 
Adams  knows  the  problems,  he  also 
has  an  infectious  enthusiasm  about 
the  opportunities.  As  he  sees  it:  "Fi- 
nancial returns  have  not  material- 
ized in  the  short  term,"  he  says. 
"But  there  will  be  a  second  wave 
when  some  biotechnology  projects 
pay  off.  The  returns  will  be  enor- 
mous. They  will  be  in  the  billions 
of  dollars." 

Examples?  Adams  likes  to  cite  his 
company's  three  years  of  successful 
field-testing  with  snowmaking  and 
frost-protection  bacteria.  It  seems 
that  some  plants  have  more  toler- 
ance to  frost  than  we  imagined. 
What  injures  them  around  the  freez- 
ing point  is  the  presence  of  bacteria. 
If  these  bacteria  can  be  replaced  by 
other  bacteria  serving  the  same 
function  but  lacking  the  ability  to 
cause  frost,  crops  normally  ruined 
at  32  degrees  Fahrenheit  might  sur- 
vive at  temperatures  as  much  as  10 
degrees  or  so  lower.  Cold  destroys 
perhaps  $14  billion  worth  of  the 
world's  crops  every  year.  Much  of 
that,  Adams  thinks,  could  be  saved. 
In  addition,  successful  agriculture 
could  be  pushed  hundreds  of  miles 
further  north. 

No  small  hope,  that,  and  mean- 
time AGS'  work  on  frost  control  has 
produced  a  couple  of  unanticipated 
by-products.  One  of  them  is  a 
"killed"  bacteria  which,  when  com- 
bined with  snowmaking  equipment 
on  the  ski  slopes,  produces  a  much 
greater  yield  of  skiable  stuff.  lust  a 
couple  of  examples  of  the  extraordi- 
nary opportunities  in  the  industry 
of  biotechnology. 

Though  doubt  is  replacing  eupho- 
ria, a  lot  of  people  believe  biotech- 
nology will  be  to  the  1990s  what 
computers  were  to  the  1970s  and 
1980s.  Its  products  will  prolong  our 

.'  lives.  They  could  change  the  world 
as  fundamentally  as  did  the  com- 
puter chip  and  perhaps  rival  all  we 

•  have  achieved  in  the  Industrial  Rev- 
olution. It  is  no  passing  fad.  ■ 


Business  news  in  the  round. 

The  executives  who  run         If  you  haven't  seen  the 

the  world's  20,000  largest  Financial  Times  recently, 

corporations  were  asked  to  we'd  like  to  send  you  a 

name  their  most  reliable  sample  copy, 
source  of  Business  News*         Write  or  call: 

The  result  may  surprise  F.T  Publications,  Inc. 

you,  but  it  won't  surprise  75  Rockefeller  Plaza, 

American  readers  of  the  New  York,  NY  10019 

Financial  Times.  (212)  489  8300 


FINANCIAL  TIMES 


^SEEffizna  Tokyo  to  protest  ,nterest  rate 

Miners     Chr>sler     agajllSt  FrdlCh  «»«•« m   hopes  bring 


*  Survey: 
Annual 
Investment 
Files  1982 


33%to  50%bracket  investors: 
our  bond  fund  earns  you  high 
yields  tax-free. 


The  T.  Rowe  Price  Tax-Free  Income  Fund  offers  effective  yields 
that  compare  favorably  with  other  high  yielding  taxable  investments.  You 
can  invest  with  confidence,  due  to  the  stringent  credit  criteria  all  municipal 
bonds  in  our  portfolio  must  meet.  Plus,  you  get  daily  liquidity,  free  check- 
writing  over  $500,  and  free  exchange  among  our  nine  other  no-load  funds. 
With  never  a  sales  commission.  For  the  Fund's  current  yield,  call 
1-800-638-1016.  For  more  information,  call  toll  free:  1-800-638-5660. 


T.RoweRice 

Invest  With  Confidence 


Please  send  me  a  prospectus  on  your  Tax-Free 
Income  Fund,  with  more  complete  informa- 
tion including  management  fee  and  other 
charges  and  expenses.  I  will  read  it  carefully 
before  I  invest.  Also  send  me  a  free  informa- 
tion kit  for:  □  IRA  □  Keogh 


Name 
Address 

City  State  Zip 

I  T.  Rowe  Price,  100  East  Pratt  St., Baltimore,  MD  21202 

\  F155 
v  T  Rowe  Price  Marketing,  Inc  .  Distributor. 
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Flashbacks 


Edited  by  Dero  A.  Saunders 


"The  more  things  change. .  . ." 
Items  horn  past  issues  of  Forbes 

Sixty  years  ago  in  Forbes 

(From  the  issue  of  January  5,  19?4) 
"Henry  Ford,  who  was  in  danger  of 
being  made  a  fool  of  politically,  has 
extricated  himself  by  his  emphatic 
declaration  that  he  would  not  dream 
of  running  for  the  presidency  against 
Calvin  Coolidge.  'I  am  satisfied,'  says 
Mr.  Ford,  'that  90%  of  the  people  feel 
perfectly  safe  with  Coolidge,  and  I 
feel,  too,  that  the  country  is  perfectly 
safe  with  him.  And  if  this  is  the  feel- 
ing of  the  country,  why  change?'  " 

"The  selection  of  Owen  D.  Young, 

chairman  of  the  General  Electric 
Company,  General  Charles  G.  Dawes, 
ex-Comptroller  of  the  Budget,  and 
Henry  M.  Robinson,  leading  Los  An- 
geles banker,  by  the  Reparations 
Commission  to  join  a  series  of  confer- 
ences with  a  view  to  evolving  work- 
able plans  for  setting  Germany's  fi- 
nancial house  in  order,  justifies  the 
forming  of  high  hopes  that  genuine 
progress  will  be  made  within  the  next 
few  months  in  remedying  the  actual 
and  threatened  chaos  in  Europe.  Mr. 
Young  is  peculiarly  fitted  for  such  a 
delicate,  intricate,  colossal  mission. 
He  had  a  thorough  legal  training  and 
mature  legal  experience  before  he  en- 
tered the  sphere  of  active  business.  He 
displayed  such  extraordinary  ability 
for  handling  the  largest  affairs  that  he 
was  the  only  man  considered  as  the 
successor  of  the  veteran  C.A.  Coffin 
as  chief  executive  of  the  mammoth 
General  Electric  organization." 

"Automobiles  have  multiplied  faster 

than  telephones  in  this  country.  We 
have  14,500,000  automobiles  and 
trucks  and  14,300,000  telephones.  Yet 
the  telephone  is  over  50  and  the  auto- 
mobile only  about  20  years  old.  . .  . 
Life  in  America  is  being  rapidly  trans- 
formed to  an  automobile  basis.  Al- 
most every  new  suburb  and  communi- 
ty is  created  on  the  basis  of  the  owner- 
ship of  an  automobile  by  each  family. " 

Fifty  years  ago 

(January  1,  1934) 

"One  of  the  unusual  problems  put  up 

to  the  Federal  Civil  Works  Adminis- 
tration, whose  program  now  is  in  full 
swing,  has  been  that  of  keeping  em- 
ployed workers  from  leaving  their  reg- 
ular jobs  and  applying  for  CWA  work. 
The  reason  is  CWA's  scale  of  wages. 
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Senator  Robert  M.  LaFollette  Jr.  demand- 
ed $10  billion  for  public  works  in  1934 

For  white-collar  jobs,  it  is  equal  to  the 
'locally  prevailing'  wage  for  the  par- 
ticular kind  of  work  done;  for  un- 
skilled labor,  it  is  higher  than  the 
minimum  wages  paid  by  a  great  many 
coded  industries.  Southern  lumber 
companies,  for  example,  have  been 
seriously  worried,  for  CWA  pays  40 
cents  an  hour  while  lumber  operators 
pay  a  minimum  wage  of  only  24  cents 
an  hour." 

"Over  the  portals  of  two  wide-awake 
offices  I  recently  noted  this  one  word 
in  big  letters:  THINK.  It  first  met  my 
eye  on  visiting  Thomas  J.  Watson,  the 
go-getting  genius  who  has  developed 
International  Business  Machines  into 
a  shiningly  successful  enterprise, 
worldwide  in  its  ramifications — who, 
nevertheless,  contrives  to  devote  an 
amazing  amount  of  time  and  brains  to 
a  broad  variety  of  worthy  causes.  Next 
I  espied  it  on  entering  the  ultra-mod- 
ern Addressograph-Multigraph  plant 
at  Cleveland,  conceived  and  presided 
over  by  J.E.  Rogers,  another  aggressive 
business  creator  and  builder. 

"Curious,  I  asked  questions.  The 
explanation:  John  H.  Patterson,  of  Na- 
tional Cash  Register  fame,  originated 
the  idea  and  posted  up  the  placard 


long  ago.  And  Messrs.  Watson  and 
Rogers  both  originally  were  lieuten- 
ants of  that  unique  business  wizard." 

— B.C.  Forbes 

Twenty-five  years  ago 

(January  1,  1959) 

"Despite  the  nation's  need  for  engi- 
neers, fewer  students  are  picking  it  as 
a  career.  While  freshman  enrollment 
was  up  7. 1  %  across  the  U.S.  compared 
with  1957,  a  University  of  Cincinnati 
survey  shows  the  number  of  engineer- 
ing freshmen  has  dropped  by  7.6%. 
Largest  enrollment  gains:  in  teacher's 
colleges  and  the  educational  divisions 
of  universities  (up  18.6%  from  1957's 
figure)." 

"Last  year  was  one  for  which  mutual 
funders  will  have  nothing  but  happy 
memories.  Mutual  funds  had  a  re- 
soundingly good  year  in  1958.  Total 
net  assets  made  a  spectacular  leap  of 
almost  50%  from  $8.7  billion  on  Janu- 
ary  1  to  $12.8  billion  on  December  1. 
The  National  Association  of  Invest- 
ment Companies  attributes  this  $4.1 
billion  increase  one-third  to  new 
money  and  two-thirds  to  the  rise  of! 
the  market." 

"None  of  the  Big  Three  automakersi 

was  sorry  to  leave  1958  behind;  each 
hoped  it  would  be  in  a  trail  of  dust 
Roadblocked  by  recession,  none  oft 
them  had  really  gotten  a  chance  to 
travel  at  anything  like  their  best  pace 
last  year.  Off  the  industry's  assembly 
lines  had  come  46.5%  fewer  passen- 
ger cars  than  in  record  1955,  not  only 
the  lowest  output  in  a  decade  but 
even  fewer  than  in  1929.  What  wasi 
worse,  even  in  a  shrinking  market,, 
rivals  from  abroad  had  come  in  to  cop 
close  to  an  8%  share  for  their  imports, 
the  largest  slice  on  record." 


The  1959  Cbeirolet 

"Will  Ford  watch  the  Chevy  go  whizzing  past  this  year,  too?" 
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USINESS  OPPORTUNITIES 

REAL  ESTATE                        CORPORATE  ITEMS 

CORPORATE  ITEMS 

JSINESS  OPPORTUNITIES 

Established  businesses  located 
:st  of  the  Mississippi  for  sale  by 
iwners.  Many  owner  financed. 
All  price  ranges  available. 
Call  collect. 

ergy  &  Related  Businesses 
Manufacturing 
Retail  &  Wholesale 

(non-durable  goods) 
Business  Services 

FFILIATED  BUSINESS 
CONSULTANTS 

jx  6339.  Depl  F  Co.  Spgv  CO  MW34 
(3031  630-8188.  Em  14 
No  fee  10  buver  involved 


13.000  BUSINESSES 
FROM  COAST 
TO  COAST 

No  Brokerage  Commission 
inquiries  &  listings  welcome 
BUSINESS  OWNERS 
MULTIPLE  LISTING  SERVICE 
Toll  Free  800-327-9630 
in  Fla  call  305-462-2524 


Condo«yacht-ium 

Condo-a  lovely  residence  at  Fairwinds 
Cove  on  Hutchinson  Island,  Florida. 
Yacht- your  special  amenity,  "The  Fair- 
winds".  The  Condovachtium.  From 
$136,000. 

Call  or  write  for  free  brochure. 
(305)225-1313 

fairwinds  Qove 

ON  HUTCHINSON  ISLAND 
P.O.  Box  1436 
Janssn  Batch,  FL  33457 

Offer  void  where  prohibited  by  law. 


SCELLANEOUS  FOR  SALE 


FREE  CATALOG 

Big  .  Free  SPRING  Catalog  describes 
and  pictures  farms,  ranches,  acreages,  rec- 
reational properties,  businesses,  town  and 
country  homes  in  46  states  coast  to  coast! 
Please  specify  type  and  location  preferred. 

UNITED  FARM  AGENCY 

612-Y  W.  47th  Street 
Kansas  Citv,  MO.  64112 


Mampion  9iail,  £td. 


THE  EXECUTIVE  COLLECTION 

Hampton  Hall  Ltd.,  the  leading  manufacturer  of  corporate  neckware,  will 
design  a  handsome  tie  and  scarf  for  your  company,  or  school .  Add  to  this  a  leather 
bound  wallet  and  a  belt  of  the  same  motif  ano  you  have  the  Hampton  Hall 
executive  collection  Custom  designed  tote  bags  and  hats  are  also  available.  For 
additional  information  and  brochure,  please  call  or  write:  (min.  order  150  units) 
HAMPTON  HALL  LTD  ,  220  5th  Ave..  Suite  903-04,  N.Y.,  N.Y.  10001  (212)  685-2440 
 Dept  FBI 


EXECUTIVE  GIFTS 


EXECUTIVE  GIFTS 


ENUINE  GEMSTONES  AND 
JEWELRY 

Free  wholesale  catalog 
Satisfaction  guaranteed1 
mber  Jewelers  Board  of  Trade 
Chamber  of  Commerce 
HOUSE  OF  ONYX 
No.  1  MAIN  ST. 
3EENVILLE.  KENTUCKY  42345 
L  FREE  SERVICE  1-000-626-8352 

FORBES  BINDERS 


SLIP  CASES 
OR  BINDERS 


In  red  and  gold 
leatherette. 

Slipcase:  $5.95, 
three  for  $17 

Binders:  $7.50; 
three  for  $21.75 

d  check  with  your  name  and 

address  to: 
IESSE  JONES  BOX  CORP. 

Dept.  FB,  P.O.  Box  5120 
i   Philadelphia,  PA  19141 


R  INFORMATION  ON  FORBES 
LASSIFIED  WRITE  OR  CALL: 

LINDA  LOREN 
!  FORBES  CLASSIFIED 

Fifth  Avenue/New  York,  N.Y.  1001 1 

(212)  620-2440 


PRIVATE  ISLAND 

on  the  Puget  Sound  with  its  own 
bridge  to  Bremerton,  WA.  Pris- 
tine, with  all  development  permits. 
Contact  agent.  Regneld  Robinson. 
Spot  Realty  206-479-4600. 


"FLORIDA" 

(Palm  Beach  County) 
PGA  Villas  $89,000-$169,000  •  PGA  Homes 
$189,000-$450,000  •  Johnathan's  Landing 
$169,000-$650.000  (Home  on  water)  •  Oceanfront 
Jupiter  Island-Hobe  Sound  $375,000-$875,000  • 
Singer  Island  S.E  2/2  Oceanfront  $230,000  •  Jupiter 
Island  Oceanfront  $795,000  •  Yachtsman  Paradise 
$209,000  •  Commercial  &  Industrial  Investments 

Sutter  &  Nugent,  Realtor 
(305)626-5772  Toll  Free  1-800-841-7954 


COURSES  SEMINARS 
TRAINING  PROGRAMS 


LAW  STUDY  THROUGH 
CORRESPONDENCE 

Registered  Law  School 
Qualify  for  California  Bar  Exam. 

Phone  Toll  Free  800-423-4530 
Ca.  residents  phone  800-362-7052 
213-795-5558 
SOUTHLAND  UNIVERSITY 
Dept.  21B        35  N.  Craig  Ave. 
Pasadena,  CA  91107 


^^Tiger  X-Caliber  GT  ^jfgg^"  s49.95 

Shoe  in  America  agojtQEB  Reg  $75.00 
H  -  As  a(lvert'sel1  'n  "Runner's  Magazine'' 

Reg   Road  Runner 

disports  9  Retail  Price 

WE  BEAT  ANY  Nike  "Odyssey"       $80  S59.95 
ADVERTISED   Brooks  "Chariot"      $60  542.95 
PRICE1       Adidas  "New  York"   $53  S37.95 

CALL  TOLL  FREE  ORDER  I  IN  CALIFORNIA 
1-800-841-0697     NOW  !  1-800-227-7375 

1431  STRATFORD  CT,  DEL  MAR,  CA  92014 


TRAVEL 


Hideaways  Guide 


World  wide  listings  of  private 
vacation  homeslcondos  for  rent 
exchange  &  sale.  Also 
yacht  charters  and 
country  Inns. 
Photos,  descriptions,  and 
^contact.  Free  brochure. 
1  -800843  4433 
POB  J459  F  •  Concord  •  MA  01742 


Cruise  beautiful  French  canals 
on  hotelboat!  Superb  French 
cuisine.  Relax  on  sundeck  or 
cycle  alongside  while  floating 
through  Burgundy.  Visit  pictur- 
esquevillagesandchateaus.  In- 
dividuals or  charier  group  (max- 
mum-12).  Pans  pickup.  HORI- 
ZON. 215  N.  75th,  Belleville.  IL 
62223,  800-851-3448  Hemphill/ 
Harris  Trawl.  General  Sales  Agent. 


Plains  Indian  Art  fir  Artifacts. 

Free  Catalog  shows  painted  shields  mounted  trophy  buffalo 
skulls  war  arrows  peace  pipes  chokers  breast  plates  war 
clubs  tomahawks  lances  horse  dance  sticks  star  quilts  and 
more  Exclusive  source  Hand  made  with  traditional  tools  and 
authentic  materials  Many  have  inleresiwg  stones  to  tell  from 
Cheyenne  Siout  andBlackfoot  heritage  Collector  s  items 
unique  gilts  and  stunning  ,.  ^  decorations 


PRAIRIE  EDGE 

Rapid  Crt>  South  OaKota  57701 


EXECUTIVE 
SERVICES 


a  NARBOW£D  0bn  obsoleS. 

.  wlde  tiestrom  fasn  w  3 

cence'*'»:  desired 

w,dth!  Send  SI  I  w 
3  ^uM'TmS  CO.,  M  Monterey 

BWd.Dept^ 


)rbes:  Capitalist  Tool 


® 


ONE  OUT  OF  EVERY  5  FORBES 
SUBSCRIBERS  IS  A  MILLIONAIRE 


Ideals  are  like  the  stars— 
we  never  reach  them,  but  like 
the  mariners  on  the  sea,  we 
chart  our  course  by  them. 
Carl  Schurz 


In  the  long  run,  we  shape  our 
lives,  and  we  shape  ourselves. 
The  process  never  ends  until 
we  die.  And  the  choices  we 
make  are  ultimately  our  own 
responsibility. 
Eleanor  Roosevelt 


That  which  does  not  kill 
me  makes  me  stronger. 
Friedrich  Nietzsche 


Simplicity  is  making  the 
journey  of  this  life  with 
just  baggage  enough. 
Charles  Dudley  Warner 


Be  fond  of  the  man  who  jests 
at  his  scars,  if  you  like, 
but  never  believe  he  is  being 
on  the  level  with  you. 
Pamela  Hansford  Johnson 


A  Text . . . 

First  be  reconciled  to 
thy  brother,  and  then 
come  and  offer  thy  gift. 
Matthew  5:24 


Sent  in  by  Henry  Gilsdorf  Jr.,  Brookline, 
Mass.  What's  your  favorite  text'  The  Forbes 
Sciapbook  of  Thoughts  on  the  Business  of 
Life  is  presented  to  senders  of  texts  used. 


Build  broken  walls  and 
make  every  stone  count. 
John  Brown 


The  perfecting  of  one's 
self  is  the  fundamental 
base  of  all  progress  and 
all  moral  development. 
Confucius 


Thoughts 

on  the  Business  of  Life 


No  one  is  any  better  than 
you,  but  you  are  no  better 
than  anyone  else  until  you 
do  something  to  prove  it. 
Donald  Laird 


/  Resolve: 

To  strive  to  contribute  something 
to  the  world,  its  work  and  the 
people  in  it. 

To  spend  and  be  spent  in  worthy 
service. 

To  adhere,  the  best  I  can,  to 
the  Golden  Rule. 

To  philosophize  more,  recalling 
always,  when  things  go  awry, 
"This,  too,  will  pass. " 

To  try  always  to  see  viewpoints 
other  than  my  own. 

To  make  humility  and  simplicity 
so  much  a  part  of  myself  that 
I  shall  become  as  a  child,  as 
one  of  those  of  whom  the  Master 
declared,  "For  of  such  is 
the  kingdom  of  heaven. " 

B.C.  Forbes 


The  good  that  is  in 
you  is  the  good  that 
you  do  for  others. 
Roger  Babson 


Those  who  have  not  sown 
anything  during  their 
responsible  life  will 
have  nothing  to  reap 
in  the  future. 
George  Gurdjieff 


Half  of  the  world  is  on  the 
wrong  scent  in  the  pursuit  of 
happiness.  They  think  it 
consists  in  having  and  getting, 
and  in  being  served  by  others. 
It  consists  in  giving  and 
in  serving  others. 
Henry  Drummond 


More  than  3.000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  574- 
page  book  at  $13.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Ave.,  New  York,  N.  Y. 
10011.  Add  appropriate  sales  tax  on  New 
York  State  orders. 


When  we  say  that  a  man  is 
responsible  for  himself,  we 
do  not  only  mean  that  he  is 
responsible  for  his  own 
individuality,  but  that  he 
is  responsible  for  all  men. 
Jean-Paul  Sartre 


All  that  a  man  achieves 
and  all  that  he  fails  to 
achieve  is  the  direct  result 
of  his  own  thoughts. 
James  Allen 


A  thought  for  each  day:  Make 
it  through  until  tomorrow. 
Robert  Half 


If  you  play  it  safe  in  life, 
you've  decided  that  you  don't 
want  to  grow  anymore. 
Shirley  Hufstedler 


The  only  thrill  worth 
while  is  the  one  that  comes 
from  making  something 
out  of  yourself. 
William  Feather 


The  great  end  of  living  is 
to  harmonize  man  with  the 
order  of  things. 
Oliver  Wendell  Holmes 


He  that  climbs  a  ladder 
must  begin  at  the  first  round. 
Walter  Scott 


How  far  you  go  in  life  depends 
on  your  being  tender  with  the 
young,  compassionate  with 
the  aged,  sympathetic  with  the 
striving,  and  tolerant  of 
the  weak  and  strong.  Because 
someday  in  your  life  you 
will  have  been  all  of  these. 
George  Washington  Carver 
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Our  14  state  territory  is 
growing  faster  than  any 
other  region  created  by 
the  divestiture  of  AT&T.  And 
that  includes 
BellSouth  and 
Southwestern  Bell 
in  the  much  touted 
sunbelt.  U.S. 
Bureau  of  Census 
projections,  re- 
leased in  August  of 
this  year,  confirm  it. 

Clearly,  our 
region  offers  unparal- 
leled opportunities  for 
growth. 

While  this  growth  will 
require  some  capital  invest- 
ment, it  will  not  compromise 
our  ability  to  perform  profitably. 

"GO  WEST  YOUNG  MSN." 

Horace  Greeley,  1859 

"GQ  KIEST  YOUNG  MflfT 

 John  Naisbitt,  1983 

Here's  why. 

Over  the  last  four  years 
our  cost  to  add  new  customers 
to  the  network  has  been  7% 
below  the  Bell  System  average 
(1979-1982). 

This  is  because  our 
30pulation  is  concentrated 
n  urban  areas.  Our  9  million 
customers  live  in  less  than 
0%  of  the  land  mass. 

Over  90%  of  our  growth 
jj  taking  place  in  urban  areas, 
iiere  expansion  is  most 
.;st  efficient.  And  where  our 
'ties  are  growing  81%  faster 
in  the  national  average.  Five 
he  ten  cities  of  greatest 
;portunity,  cited  by  John 
^aisbitt  in  his  book,  MEGA- 
1ENDS,  are  in  our  region. 
More  than  half  of  our 


new  customers  will  be  served 
by  expanding  our  digital 
capabilities  and  applying 
advanced  technology.  It  is  no 
longer  necessary  to  lay  expen- 


sive copper  cable  to  connect 
every  new  customer. 

During  1983  we  are 
investing  $1.7  billion  on  con- 
struction. And  all  but  a  fraction 
of  that  cost  is  being  financed 
internally. 

We  have  a  strong 
foundation  with  more  than  $15 
billion  in  assets. 


US  WEST  POPULATION  GROWTH 
WILL  OUTPACE  OTHER  SUNBELT 
REGIONS  FROM  1980  TO  2000. 


41% 


So 


C/5 


33% 


33% 


fo 

s 

5 


31% 


According  to  a  new  U.S.  Census  Bureau  Report,  August,  1983 


Our  major  subsidiaries 
will  include  three  established 
Bell  operating  companies 
(Mountain  Bell,  Northwestern 
Bell  and  Pacific  North- 
west Bell)  as  well  as 
five  new  unregulated 
subsidiaries. 

They,  too,  are 
poised  to  profit  from  our 
region's  growth. 

These  new  compa- 
nies include  INTERLINE 
(communications  manage- 
ment and  service),  NEW- 
VECTOR  (cellular  mobile 
phone  service),  U  S  WEST 
DIRECT  (directory  adver- 
tising and  publishing),  a 
property  development 
and  management  unit  and  a 
subsidiary  to  market  business 
communications  equipment. 

It  is  our  intention  to 
be  a  pacesetter  in  the  fastest 
growing  industry  in  the 
world.  But  we  will  not  stop 
there. 

We  will  be  more  than 
a  phone  company.  With  court 
approval,  we  can  pursue 
new  businesses  outside  the 
regulated  arena.  And,  in  order 
to  provide  the  best  return  to 
our  stockholders,  we  will. 

Before  us  lies  a  new 
frontier,  a  new  beginning  and 
an  opportunity  to  be  part  of 
the  fastest  growing  territory  on 
the  horizon. 

Ask  us  for  more  infor- 
mation about  U  S  WEST.  Call 
1-800-828-2400.  Or  write: 
John  Trygg,  Director  of  Investor 
Relations,  U  S  WEST,  7800 
East  Orchard  Road,  Suite  290, 
Englewood,  Colorado  80111. 


LIKWEST 


We're  out  to  win  our  spurs. 


Forbes 
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73  Cover  Story:  7be  golden 
days  are  over.  Ihe  choice 
for  laic  firms  now  is  to  get 
bigger  or  get  poorer. 


34  Tax-Exempt  Bonds:  A 
little  self  reliance"  at  the 
taxpayers'  expense. 


46  Scan-Tron.  "Counting 
marks  on  a  piece  of  paper- 
is  idiot  work  " 


The  editorial  index  of 
companies  referred  to  in 
this  issue  is  on  page  138. 

31  Companies: 

General  Dynamics 

Taki  Veliotis  was  the  miracle  man  who 
turned  around  General  Dynamics'  shipyard 
business.  Unfortunately,  he  has  disap- 
peared— along  with,  some  say,  a  lot  of  money. 

34  Wall  Street: 

Guam  Throttles  Golden  Goose 

Municipal  bond  dealers  got  a  little  too  greedy. 

35  State  Government: 

The  $5  Billion  Sure  Thing 

Fueled  by  hard  times,  state  lotteries  are 
spreading  across  the  nation. 

36  Publishing: 

The  Bestsellers  That  Won't  Sell 

Here's  why  there  are  fewer  three-martini 
lunches  in  the  paperback  business  these  days. 

37  Promoters: 

Here  Comes  Cornfeld  Again 

Still  living  it  up,  still  surrounded  by  beauti- 
ful women,  the  impresario  of  IOS  talks  a 
great  game  about  making  a  comeback.  Be- 
hind the  bluster,  though,  Bernie  may  be  a 
burnt-out  case. 

42  Trade: 

"Protect  Us  From  The  Foreigners" 

That's  the  plea  of  more  and  more  of  U.S. 
business.  But  so  far,  the  Reagan  Administra- 
tion seems  to  have  the  courage  of  its  free- 
trade  convictions. 

46  Companies: 
Scan-Tron 

A  nice  little  niche  in  a  huge  market. 

50  Publishing: 

Mr.  Pulitzer,  Meet  Mr.  Bick 

Nobody  is  taking  suburban  newspapers  light- 
ly anymore.  This  time,  they  threaten  a  131- 
year-old  big-city  institution  despite  the 
Newspaper  Preservation  Act. 

55  The  Up  &  Comers: 
Vermont  Castings 

When  Duncan  Syme  started  making  cast-iron 
wood-burning  stoves  in  rural  Vermont,  he 
was  trying  to  escape  the  rat  race.  Now  he  has  a 
real  business  on  his  hands.  Also:  Seven  Oaks 
International  Inc.;  After  Six,  Inc. 


67  Agriculture: 

"Somebody  Downstream  . .  ." 

California's  rice  growers  are  the  most  produc- 
tive in  the  world.  So  how  come  they're  not  the 
most  competitive? 


73  Cover  Story: 

Tough  Times  For  The  Lawyers 

If  you've  paid  any  legal  bills  lately  you  may 
find  this  hard  to  believe,  but  the  fact  is,  the 
lawyers  are  in  for  a  real  squeeze.  Deregulation 
and  the  law  of  supply  and  demand  are  catch- 
ing up  to  the  legal  profession. 


80  Technology: 

The  Uses  Of  Sharks 
Despite  obvious  antisocial  attributes,  sharks 
may  qualify  as  one  of  man's  best  friends.  Also: 
The  technology  of  big  bangs;  who's  helped, 
who's  hurt,  by  the  new  Medicare  rules. 


88  Companies: 
Philip  Morris 

Maybe  un-cola  made  more  sense  after  all. 

90  Computers: 

Squeezing  The  Distributors 

The  IBM  PC  dominates  the  personal  comput- 
er market,  so,  not  surprisingly,  more  software 
is  being  written  for  it.  And  if  IBM  can  elimi- 
nate the  middleman,  reason  the  software 
makers,  why  can't  they? 

90  Real  Estate: 

Darkness  On  The  Golden  Mile 

The  trouble  with  an  $1 1  million  condomin- 
ium apartment:  It's  hard  to  sell. 

92  Companies: 
Asarco 

What  goes  down  must  come  up.  But  some- 
times it  takes  an  awfully  long  time. 

94  Taxing  Matters: 

The  States  Keep  Grabbing 

State  and  local  governments  are  wallowing  in 
a  collective  surplus  of  $16  billion  these  days. 
Still,  they  want  more. 

95  Companies: 
Pabst  Brewing 

"We  need  some  success  stories,"  says  Bill 
Smith.  But  success  eludes  him.  "When  it's 
over,"  he  says,  "I  hope  people  will  say,  'Bill 
Smith  gave  it  a  hell  of  a  shot.'  " 
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55  The  Up  &  Comers: 
"Wood  fires,  sleigh-riding 
and  apple  cider. ..." 


90  Condos:  A  waiting 
game  is  a  buyers'  game. 


riivn   >  .^ju 


98 Munford Inc.:  Glamour 
is  where  you  find  it.  But 
you  have  to  look. 


123  Numbers  Game.  Why 
do  companies  change 
auditors?  "Why  do  people 
get  divorced?" 


98  Companies: 
Munford  Inc. 

Wall  Street  still  hasn't  discovered  it. 
surprisingly,  the  Bass  Brothers  have. 


Not 


100  Personal  Affairs: 

Can  You  Hit  Whitey's  Fastball? 

You  couldn't  20  years  ago,  but  maybe  you  can 
now.  For  $2,600,  you  can  find  out.  Also:  How 
to  make  meetings  shorter,  less  cumbersome 
and  less  boring. 


Faces  Behind  The  Figures 

110  Kemmons  Wilson, 

Orange  Lake  Country  Club 
110  Robert  Haft, 
Crown  Books  Corp. 
112  Terrence  Elkes, 
Viacom  Internationa],  Inc. 

112  Thomas  Stanton  Jr., 
First  Jersey  National  Bank 

113  Walter  Gutman, 

Gruntal  &)  Co.;  G-String  Enterprises 


120  Streetwalker: 

The  Liquidator  Raises  His  Sights 

This  time,  Irwin  Jacobs  is  after  $8.2  billion 
RCA.  Also:  Allis-Chalmers;  Bucyrus-Erie; 
Frank  Paxton  Co. 

122  The  Funds: 

In  a  rising  market,  you  can  sell  just  about 
anything.  Consider  the  current  revival  of 
contractual  plans  for  buying  mutual  fund 
shares.  Also:  Small  shareholders  may  be 
smarter  than  some  people  think. 

123  Numbers  Game: 
Divorce  In  The  Boardroom 

In  the  good  old  days,  accounting  firms  and 
their  corporate  clients  almost  never  parted. 
No  more. 

124  The  Money  Men: 
Ivory  &  Sime  Ltd. 

Don't  be  fooled  by  the  staid  appearance.  This 
88-year-old  Scottish  institution  is  a  veritable 
swinger  in  tartan. 

125  Statistical  Spotlight: 
The  "January  Effect" 

Ordinarily,  we  put  little  store  in  the  academ- 
ics' approach  to  investing.  But  this  time,  the 
professors  may  be  onto  something  intriguing. 
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Our  new  Century  Plaza  Tower 

WMMMnBSBmlll 

NOW  AMERICA'S  FINEST  HOTEL  IS  EXPANDING 
IN  THE  BEST  EUROPEAN  TRADITION. 


December,  1984  will 
mark  the  opening  of  the 
Century  Plaza's  new  322- 
room  addition.  Although 
this  tower  will  soar  30 
stories  high,  it  will  have 
the  residential  feeling  of  an 
intimate,  deluxe  hotel  in 
Europe.  Private.  Secluded. 
With  no  more  than  14 
rooms  per  floor. 

When  you're  on  a 
hectic  schedule,  this  new 
tower  will  act  as  a  serene 
retreat.  It  will  be  sur- 
rounded by  14  acres  of 


beautiful  wooded  grounds. 
And  connected  to  the 


existing  hotel  by  a  richly 
decorated  gallery. 

Within  the  elegant 
new  building,  there'll  be  a 
separate  check -in  desk 


addition  will  open  December,  15 

WIMP 

with  a  concierge  to  sei 
you  at  all  times.  And 
warm  welcome  everywl 
you  turn.  In  the  lobby 
you'll  be  able  to  sip  a  ftl 
drink  by  a  cozy  fire.  Ad 
the  scenery  in  the  Frenj 
coffee  garden.  Or  savoijl 
an  exquisite  meal  in  thi[ 
second-floor  restaurant 
a  sweeping  view  rivaled 
only  by  the  internation] 
renowned  cuisine  and 
wine  cellar. 

To  the 
busy  traveler, 
we'll  be  even  more 
accommodating. 

Because  beauty  follows  f| 


HE  CENTURY 


the  spacious  rooms 
3e  uniquely  designed 
3ur  comfort.  Each  one 
neasure  570  square 
And  each  room  will 
re  a  king-size  bed  or 
iouble  beds.  A  private 
g  area.  Three  conven- 
er located  telephones, 
arble  bath  complete 
a  separate  tub  as  well 
itall  shower,  private 
node  enclosure  and 
le  sink. 

lb  make  your  leisure 
even  more  enriching, 
I  also  find  an  armoire 
a  built-in  television 
mote  control.  A  wet 
nth  a  refrigerator.  And 
/ate  balcony  featuring 
athtaking  view  of  the 
i tains  or  the  sea.  Of 
e  there'll  be  twice - 
maid  service  and  24- 
room  service  to  cater 
ur  comfort. 

322  new  rooms, 
9  magnificent 
suites. 

i  plan  to  do  a  lot  of 
taining,  or  if  you  just 
your  home  away  from 
[  to  be  palatial,  you'll 
i  your  choice  of  nine 
ituous  suites.  Each  one 
:;hed  in  one-of-a-kind 
jues  with  a  marble 
\,i  and  a  panoramic 
of  the  city. 
The  height  of 
jy  will  be  the 


Plaza  Suite— one  of  the 
largest  penthouses  in  the 
world.  It  will  cover  the 
whole  top  floor  and  meas- 
ure over  8,000  square  feet! 

But  that's  only 
half  the  story. 

The  superb  features  of  this 
new  addition  combined 
with  the  outstanding 
facilities  of  the  existing 
hotel  will  offer  you  an  un- 
beatable combination. 


You'll  find  a  wider  choice 
of  luxurious  accommoda- 
tions. Meeting  rooms  for 
any  size  group.  State-of- 
the-art  audio/ visual 
equipment.  More  fine 
restaurants  and  elegant 
lounges  for  socializing. 
And  you'll  enjoy  even 
more  award -winning 
service.  The  kind 


that  has  made  presidents 
and  chiefs  of  state  feel 
at  home. 

Sunny, 
central  location. 

This  new  addition  will  be 
adjacent  to  the  existing 
hotel  in  Century  City  and 
share  its  ideal  location— 
close  to  Beverly  Hills, 
Hollywood,  the  beaches 
and  all  major  amusement 
attractions.  With  golf, 
tennis,  a  health  spa  and 
chic  shops  just  a  stroll  away. 
That's  the  News  of  the 
Century  for  Los  Angeles 
visitors.  For  reservations, 
call  your  travel  agent  or 
toll  free  (800)  228-3000. 
Or  call  direct 
(213)  277-2000. 


Westin  Hotels 
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Side  Lines 


Brother,  can  you  spare  a  case? 

Ask  lawyers  how  business  is  these  days  and,  if  they  are  candid, 
many  will  reply:  "Terrible."  That  may  surprise  you:  Isn't  litigation 
of  all  kinds  proliferating?  Yes,  litigation  is  booming,  but  at  least  in 
part  because  a  lot  of  lawyers  have  plenty  of  time  for  speculative  law 
suits.  Read  "Lawyers  versus  the  marketplace."  Beginning  on  page 
73.  Written  by  Richard  Greene. 

The  school  of  hard  knocks 

Tom  Murphy's  column  this  issue  explains  why  the  late  Thomas 
Watson  Sr.  of  IBM  believed  prosperity  was  more  hazardous  than 
hard  times.  Good  advice  to  heed  now  that  the  economy  is  recover- 
ing (see p.  130).  It  is,  by  the  way,  no  accident  that  there  is  a  ring  of 
realism  in  this  and  so  much  else  that  Tom  writes  for  us.  He's  not 
one  of  your  business  philosophers  who  never  had  to  meet  a  payroll. 
A  venture  capitalist,  Tom  was  an  early  backer  and  continues  on 
the  board  of  Actmedia,  Inc.,  which  was  brought  public  in  Novem- 
ber by  Hambrecht  &  Quist  to  the  tune  of  $65  million. 

When  in  disgrace  with  Fortune  . . . 

It  was  late  summer,  1979.  The  DJI  was  about  850  and  the  Big  Board 
was  snoozing  along  at  under  40  million  shares  a  day.  Forbes 
Contributing  Editor  Richard  Phalon  had  finished  a  string  of  appear- 
ances on  call-in  talk  shows,  wherein  he  received  not  a  single 
question  about  stocks.  "For  the  average  person,"  Phalon  said,  "the 
market  doesn't  exist." 

Contrarian-minded,  Forbes  took  this  public  indifference  as  a 
bullish  sign  and  commented  in  our  cover  story  of  Sept.  17,  1979: 
"The  crowd,  especially  the  young  crowd,  has  turned  against  equi- 
ties and  ...  as  usual  the  crowd  is  probably  wrong  .  .  .  that  stocks 
have  been  poor  investments  over  the  past  decade  is  precisely  what 
makes  them  so  plausible  an  investment  today." 

In  Fortune  that  month,  the  magazine's  associate  managing  edi- 
tor, Dan  Seligman,  poured  acid  on  us.  Forbes  was  foolish  to 
suggest  that  stocks  were  a  screaming  bargain,  he  wrote,  since  the 
market  is  an  efficient  pricing  mechanism.  He  then  celebrated  his 
magazine's  adherence  to  the  Efficient  Market  hypothesis,  which 
says,  in  effect,  that  nobody  can  consistently  beat  the  market. 
Seligman:  "One  of  these  days  our  colleagues  in  financial  journal- 
ism will  also  gain  access  to  this  amazing  insight." 

Though  we  lacked  "this  amazing  insight,"  our  contrarianism 
paid.  The  market,  as  measured  by  the  Dow,  is  up  50%  since  the  fall 
of  1979,  and  hundreds  of  stocks  have  doubled,  trebled  and  quadru- 
pled. Volume  is  running  double  1979's.  The  public  is  back. 

Whether  all  this  impressed  Fortune  we  don't  know.  But  we  do 
know  that,  writing  there  Dec.  26,  Seligman  finally  found  himself 
doubting  whether  the  Efficient  Market  is  "as  close  to  reality  as  I 
had  previously  assumed.  It  seems  fairly  clear  that  some  superior 
investors  are  out  there  beating  the  market  systematically." 

Contrarians  still,  we  have  a  new  worry.  Is  Fortune's  retreat  from 
the  efficient  market  an  omen  that  the  market  is  topping? 


L^s  Editor 
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HAPPY  NEW  YEAR 


THE  ONIY  REMAINING 


PHONE  COMPANY 


Redding 
916-223-1310 

Riverside 
714-369-1980 

San  Bruno 
415-873-8600 

San  Diego 
619-565-4047 

San  Jose 
408-295-2606 
Santa  Maria 
805-922-7979 
Santa  Rosa 
707-526-9023 

Ventura 
805-656-1839 
Colorado 
Colorado  Springs 
303-597-1100 

Denver 
303-778-0074 
Steamboat  Springs 
303-736-2625 

Connecticut 

East  Hartford 
203-528-3737 

Norwalk 
203-853-4080 

Delaware 

Wilmington 
302-575-1030 

Florida 

Ft.  Lauderdale 
305-563-8414 

Ft.  Meyers 
813-936-4334 
Jacksonville 
904-642-3776 

Miami 
305-592-8686 

Orlando 
305-898-3333 

Sarasota 
813-953-7949 

Tampa 
813-229-9331 


West  Palm  Beach 
305-833-6868 

Georgia 

Marietta 
404-427-4663 

Savannah 
912-355-1190 

Waycross 
912-285-4469 

Hawaii 

Honolulu 
808-533-3604 

Idaho 

Boise 
208-377-9600 

Pocatello 
208-232-6158 

Twin  Falls 
208-734-4585 

Illinois 

Burr  Ridge 
312-655-0500 
Champagne 
217-351-9880 

Palatine 
312-359-6300 

Peoria 
309-682-3731 
Schiller  Park 
312-671-7630 

Springfield 
217-529-8100 

Indiana 

Evansville 
812-464-9311 

Fort  Wayne 
219-744-3365 

Indianapolis 
317-924-1201 

Mishawaka 
219-259-1911 

Iowa 

Davenport 
319-388-9414 
Des  Moines 
515-274-4737 


Dubuque 
319-557-1181 

Kansas 

Overland  Park 
913-888-7100 

Wichita 
316-685-6274 

Kentucky 

Lexington 
606-233-4300 

Louisville 
502-426-2000 

Paducah 
502-443-8398 

Louisiana 

Alexandria 
318-445-5305 
Baton  Rouge 
504-927-7660 

Houma 
504-486-5707 

Lafayette 
318-234-7611 
Lake  Charles 
318-439-0194 
Morgan  City 
504-384-2456 
New  Orleans 
504-486-5707 

Shreveport 
318-635-9793 
West  Monroe 
318-323-5107 

Maine 

Yarmouth 
207-846-9076 

Maryland 

Cumberland 
301-739-7707 
Gaithersburg 
301-340-0500 
Hagerstown 
301-739-7707 
Linthicum  Heights 
301-636-1000 


Salisbury 
301-742-7750 

Massachusetts 

Springfield 
413-733-7983 

Watertown 
617-923-7770 

Worcester 
617-754-0186 

Michigan 

Ann  Arbor 
313-769-8585 
Grand  Rapids 
616-784-6555 

Holt 
517-694-1101 

Kalamazoo 
616-375-0491 

Marquette 
906-228-7177 

Muskegon 
616-773-1118 
Traverse  City 
616-947-0740 

Troy 
313-649-4454 
Troy 

313-  689-7400 

Minnesota 

Marshall 
517-532-7486 
Minneapolis 
612-922-1182 

St.  Paul 
612-292-0102 

Mississippi 

Jackson 
601-969-9360 
Pascagoula 
601-762-6030 

Tupelo 
601-842-1633 

Missouri 

St.  Louis 

314-  645-8455 


Montana 

Billings 
406-256-0440 

Nebraska 

Lincoln 
402-475-8737 

Omaha 
402-331-0880 

Sioux  City 
712-252-4892 

Nevada 

Las  Vegas 
702-871-3427 

Sparks 
702-359-3118 

New  Hampshire 

Stratham 
603-778-1763 

New  Jersey 

Edison 
201-225-7400 

Fairfield 
201-227-9400 

Marlton 
609-596-0900 

New  Mexico 

Albuquerque 
505-345-8014 
Farmington 
505-327-6338 

New  York 

Albany 
518-869-3571 

Buffalo 
716-839-1171 
East  Syracuse 
315-437-7376 
Elmira  Heights 
607-734-3363 

Glendale 
212-497-2323 
Hauppauge 
516-582-3200 


Jamestown 
716-488-1762 
New  Windsor 
914-561-7848 
New  York  City 
212-921-9500 

Port  Chester 
914-937-0600 

Rochester 
716-288-2000 

Rock  Tavern 
914-564-4880 

Vestal 
607-729-6131 

North  Carolina 

Charlotte 
704-334-1632 
Fayetteville 
919-424-3415 
Greensboro 
919-379-9428 

Hickory 
704-328-8426 

New  Bern 
919-637-3337 

Raleigh 
919-872-5003 
Wilmington 
919-343-8369 

North  Dakota 

Bismarck 
701-663-7471 

Ohio 

Akron 
216-733-2271 

Cincinnati 
513-621-3625 

Columbus 
614-267-0267 

Dayton 
513-294-2511 

Eastlake 
216-953-2000 
Newton  Falls 
216-872-5702 


Perrysburg 
419-874-7953 

Oklahoma 

Oklahoma  City 
405-239-2084 

Oklahoma  City 
405-239-7936 

Tulsa 
918-836-0176 

Oregon 

Portland 
503-297-8471 

Pennsylvania 

Allentown 
215-395-7800 

Erie 
814-453-4846 

Johnstown 
814-266-5559 

Lemoyne 
717-774-4141 

Pittsburgh 
412-833-8900 
Plymouth  Meeting 
215-825-7000 

Reading 
215-374-8820 
Wilkes  Barre 
717-829-4743 

Rhode  Island 

East  Providence 
401-434-4425 

South  Carolina 

Charleston 
803-763-0123 

Greenville 
803-271-7348 

Lexington 
803-791-1131 

South  Dakota 

Aberdeen 
605-229-2080 

Sioux  Falls 
605-229-2080 


Spearfish 
605-642-5811 

Tennessee 

Arlington 
901-867-8445 
Chattanooga 
615-698-0297 

Jackson 
901-422-5808 

Kingsport 
615-246-4716 

Knoxvtlle 
615-588-5723 

Nashville 
615-262-3321 

Texas 

Amarillo 
806-373-8216 

Austin 
512-454-5600 
Corpus  Christi 
512-854-5275 

Dallas 
214-661-3146 

El  Paso 
915-779-5999 

Fort  Worth 
817-284-3445 

Houston 
713-641-3221 

Longview 
214-759-1957 

Lubbock 
806-747-8801 

Midland 
915-561-9111 
San  Antonio 
512-684-3138 

Temple 
817-771-2125 

Tyler 
214-595-5311 
Wichita  Falls 
817-767-3211 


Utah 

Salt  Lake  City 
801-364-8932 
St  George 

801-  673-5996 

Vermont 

Rutland 

802-  775-5888 
Williston 

802-863-1306 

Virginia 

Fairfax 
703-385-3450 

Richmond 
804-359-5000 

Roanoke 
703-366-8661 
Virginia  Beach 
804-463-3290 

Washington 

Kennewick 
509-735-7394 

Seattle 
206-283-0123 

Spokane 
509-838-6766 

West  Virginia 

St.  Albans 
304-768-0065 

Wisconsin 

Appleton 
414-733-9494 

Madison 
608-274-8888 
Menomonee  Falls 
414-252-4650 

Wausau 
715-845-9112 

Wyoming 

Jackson 
307-733-5899 

Puerto  Rico 

Carolina 
809-757-8300 


Now  that  the  Bell  System  has 
officially  broken  up  . . .  you  should 
know  that  there  is  still  a  phone 
company  that  can  take  care  of  all 
your  business  communication  needs 
...  in  all  50  states  . . .  just  like  we've 
been  doing  for  the  past  48  years. 


r  

I  For  further  information  on  how  to  own  a  better  business 
|  telephone  system:  □  Please  send  descriptive  brochure, 
|  or,  □  Have  representative  phone  for  appointment. 

■  Name   

'  Phone n  

I  Street  

|  City   

Executone  inc.,  Two  Jericho  Plaza,  Jericho,  N.Y.  11753 


.  Firm 


.  State. 


Zip_ 


THE  ONLY  NATIONWIDE  BUSINESS  PHONE  COMPANY  THAT'S  NOT  BROKEN  UP. 

Executone  inc. 


The  Nationwide  Business  Phone  Company  SM 

A  COKTf  L  COMPANY 


®Executone  is  a  registered  trademark  of  Executone  inc. 


Trends 


The  laughing  taxpayer 

The  Manhattan  District  office  of  the 
IRS  in  New  York  is  taking  a  new  tack 
in  its  effort  to  get  taxpayers  to  file 
early  returns.  Starting  this  month,  1.5 
million  visitors  a  day  to  Times  Square 
will  be  reminded  every  20  minutes  of 
their  obligations  to  Uncle  Sam.  "Don't 
take  my  wife,  please.  Wait  until  I 


Henny  Youngman 
One-liners  for  the  1040. 


file,"  comedian  Henny  Youngman 
will  plead,  with  the  help  of  computer- 
ized animation  on  the  Spectacolor 
Inc.  sign.  (Both  Youngman  and  Spec- 
tacolor are  donating  their  services.) 
"This  will  be  one  of  a  kind,"  says  an 
IRS  spokesman.  "It's  the  medium 
that  makes  this  message." 


How  about  housing? 

How  bad,  or  good,  is  housing?  Home 
sellers  and  lenders  moan  about  high 
mortgage  rates  and  monthly  pay- 
ments that  scare  off  young  buyers. 
"Recession  signals  could  be  flashing 
by  the  end  of  next  year,"  says  econo- 
mist James  Christian  of  the  U.S. 
League  of  Savings  Institutions  in  Chi- 
cago. Economist  Jack  Carlson  of  the 
National  Association  of  Realtors  is 
also  pessimistic.  In  contrast,  builder 
Harry  Pryde  of  Seattle,  head  of  the 
National  Association  of  Home  Build- 
ers, says:  "The  strength  of  the  housing 
market  today  is  surprisingly  deep." 
Home  sales  are  brisk,  mortgages  can 
be  had  and  housing  prospects  look 
bright  this  year  and  next.  New  starts 
are  running  at  a  healthy  1.7  million  a 
year,  and  sales  of  existing  homes  are 
in  the  2.7-million-a-year  range.  "A  lot 
of  builders  are  offering  mortgage  fi- 
nancing at  10%  or  11%,"  says  Thom- 
as Stiles,  an  E.F.  Hutton  research  ex- 
ecutive. These  "buy-downs"  bring  in 
buyers  who  might  be  waiting  for  rates 
to  drop  on  their  own.  That  could  take 


five  years,  Stiles  says.  One  caution 
comes  from  Christian  of  the  savings 
league.  When  new  borrowers  25-to-44 
outstrip  new  savers  45  and  over,  he 
says,  a  new  shortage  in  investment 
capital  could  result. 


The  Gray  Panther  market 

Who  will  profit  from  the  growing 
over-60  market?  The  number  of 
Americans  over  60  will  increase  from 
35.6  million  in  1980  to  42  million  by 
the  year  2000,  says  Battelle  Laborato- 
ries of  Ohio,  and  few  companies  have 
bothered  to  study  the  opportunities. 
Dr.  Robert  Cobb  will  head  a  study 
team  for  Battelle's  Columbus  Divi- 
sion and  look  into  four  market  areas: 
health  services  and  products,  commu- 
nications and  electronics,  recreation 
and  leisure,  and  consumer,  housing 
and  food  items.  Cobb's  researchers 
plan  field  interviews  with  industry, 
government  and  academic  experts, 
plus  a  survey  of  500  retired  Battelle 
employees.  They  expect  to  have  the 
study  ready  by  midyear,  including 
projections  for  1985,  1990  and  1995. 


The  electronic  headhunter 

The  headhunters  are  moving  into  the 
electronic  age.  The  big  executive 
search  firms  are  starting  to  put  the 
resumes  they  have  into  computers  to 
speed  the  process  of  locating  the  "ex- 
act fit"  for  the  job  slots  their  clients 
want  to  fill.  Donald  Dvorak,  the  Chi- 
cago-based partner  who  runs  Peat, 
Marwick's  executive  search  oper- 
ation, explains  his  memory  bank  has  a 
capacity  for  perhaps  500,000  resumes, 
although  to  date  he  has  between 
10,000  and  20,000  actually  on  file. 
Thus  he  can  instantly  narrow  down 
his  searching  from  thousands  to,  say, 
a  dozen  exact-fit  candidates.  The  pro- 
cess, Dvorak  emphasizes,  bears  no  re- 
semblance to  the  pin-through-card 
processes  of  yesterday  (the  Army  sys- 
tem that  inspired  so  many  jokes  about 
round  pegs  in  square  holes).  The  com- 
puter simply  makes  it  possible,  he 
says,  to  riffle  through  candidates  in- 
stantly, instead  of  poring  over  stacks 
of  written  resumes.  But,  he  adds,  it  is 
only  a  tool  for  quick  reference  and  not 
a  substitute  for  the  searcher's  human 
judgment.  Hmmm. 


The  joy  of  giving 

A  quick  fix  in  the  law  about  corporate 
gifts  to  charity  in  1981  produced  im- 
mediate results.  The  change  allowed 
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companies  to  claim  larger  deductions 
for  products  donated  to  schools  for 
research.  Corporate  giving  jumped 
more  than  20%  in  1982,  otherwise  a 
bad  year.  That  is  the  salient  finding  of 
a  new  survey  of  534  firms  by  The 
Conference  Board,  the  New  York 
business  researchers.  In  all,  10%  of 
the  contributions  made  by  the  compa- 
nies checked  was  in  the  form  of  prod- 
ucts and  property.  Gifts  to  education 
rose  to  41%  of  the  nearly  $1.3  billion 
given  by  the  companies  surveyed, 
compared  with  37%  in  1981.  (Total 
corporate  giving  hit  about  $3  billion.) 
These  shifts,  says  Kathryn  Troy,  who 
tracks  corporate  giving  for  the  Board, 
may  require  her  to  create  "new  defini- 
tions and  new  terminology"  for  future 
surveys.  Nor  were  taxes  the  only  mo- 
tive. Some  companies,  she  notes,  of- 
fered facilities,  services,  low-interest 
loans  and  the  time  of  managers  and 
executives  with  no  tax  benefits  at  all. 


Computer  junkyards 

Gone  are  the  days  when  a  junkyard 
was  a  junkyard.  Now  they  are  "sal- 
vage yards"  and,  at  least  in  Phoenix, 
Denver  and  Tucson,  they  list  avail- 
able car  parts  by  computer.  According 
to  Steven  Knight,  president  of  Parts  by 
Computer,  a  young  firm  backed  by 
venture  capital,  8  to  30  salvage  yards 
in  each  of  those  towns  now  list  parts 
on  computers  hooked  up  with  insur- 
ance adjusters  at  companies  like  State 
Farm,  Travelers,  Allstate,  American 
Family  and  Farmers.  The  system 
boosts  the  salvage  yards'  sales,  so  Parts 
by  Computer  charges  a  monthly  in- 
ventory-based advertising  fee  to  list. 
The  system  finds  parts  about  50%  of 
the  time  and  insurance  companies  pay 
$3  or  $4  for  each  "hit."  According  to 
Knight,  the  company  grosses  between 
$170,000  and  $200,000  in  Phoenix. 
Things  are  going  so  well,  he  says,  that 
Parts  by  Computer  may  franchise. 
This  year  he  expects  to  add  four  or  five 
additional  cities. 


Safety  in  the  air 

Airplane  crashes  generate  instant 
headlines,  but,  thankfully,  the  statis- 
tics show  that  1983  was  about  the 
safest  year  ever.  By  mid-December 
there  had  been  no  fatal  accidents  in- 
volving a  U.S.  jet  carrier,  and  there 
were  sharp  downturns  in  commuter 
line  mishaps  (commuters  are  more 
vulnerable  because  they  fly  smaller 
aircraft)  and  even  for  those  involving 
air  taxis.  This  gives  heart  to  Boeing, 
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Nothing  opens 

the  door  to 
office  automation 

as\easily  as  Wang 

word, 
processing 


When  you  get  word  processing  from 
Wang,  you  get  more  than  just  words. 

You  get  an  easy-to-use  system  that 
opens  the  door  to  the  world  of  office  automa- 
tion. An  incredible  world  thatties  your  organ- 
ization together  with  technologies  that  no 
other  computer  company  can  match. 

Start  with  the  word  from  Wang,  and  you 
can  add  data  processing,  voice  and  image 
processing,  even  worldwide  communications. 
Everything  works  together  because  that's 
the  way  everything  was  designed  to  work. 

And  becauseyoucanaddwhatyou 
need,  when  you  need  it,  it's  a  system  that  can 
growjustasfastand  asfarasyou  do. 

No  wonder  Wang  word  processing  is 
the  best  selling  word  processing  in  the  world. 
It's  the  easiest  path  to  total  office  automation . 

For  a  demonstration  of  Wang  word 
eps       processing,  call  1-800-22^9264.  Or 
,  write  to  Wang  Laboratories,  Inc., 

^  Business  Executive  Center,  One 

Industrial  Avenue,  Lowell,  MA  01851. 


WANG 


The  Office  Automation 
Computer  People. 
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The  most  progressive 
calendar/planning  and 
management  system  has 
finally  come  to 

America.  Increase 
your  efficiency  with 
Time/Design.  $120.  Visa,  Master 
Charge,  American  Express.  For 
free  color  brochure  call: 

1-800-227-3800,  ext.  1202. 


2101  Wilshire  Blvd.,  Santa  Monica,  CA  90403. 
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Trends 


which  has  asked  the  Federal  Aviation 
Administration  to  allow  American 
carriers  to  use  its  new  767  twin-jet 
airliners  to  carry  passengers  over  wa- 
ter for  up  to  90  minutes,  or  about  600 
miles,  away  from  a  safe  landing  place. 
That  is  the  standard  under  Interna- 
tional Civil  Aviation  Organization 


have  lost  more  battles  than  they 
won."  One  conspicuous  failure,  write 
Denis  Doyle  and  Terry  Hartle,  the 
authors,  was  leaving  in  place  the  high- 
priced  help  at  the  Department  of  Edu- 
cation. That  office,  Doyle  says,  "has  a 
management  and  organizational  su- 
perstructure big  enough  to  run  a  small 
country."  The  President  did  slow  fed- 
eral spending,  the  institute  concedes, 
and  his  successful  inflation  fight  has 


When  you're  at  risk  in  the  air 


Final 
approach  - 

25.8% 


Descent  Initial 
8.1%  approach 
7.2% 


! 


Note:  excludes  sabotage,  military  action,- turbulence  injury,  evacuation  injury. 


rules,  and  one  that  Boeing's  European 
rival,  Airbus  Industrie,  intends  to  ap- 
ply. Today,  the  FAA  limits  U.S.  twin- 
engine  jets  to  60  minutes,  or  about 
525  miles.  Since  the  vast  majority  of 
accidents  occur  during  takeoff  or 
landing  (see  chart),  safety  has  little  to 
do,  Boeing  argues,  with  the  number  of 
engines.  For  a  200-plane  fleet,  one  en- 
gine can  be  expected  to  fail  once  every 
15  years.  Worse  has  happened  recent- 
ly, but  the  causes  had  nothing  directly 
to  do  with  the  number  of  engines.  An 
Air  Canada  Boeing  767  ran  out  of  fuel 
because  the  pilot  misread  the  gauges; 
a  United  767  shut  down  both  engines 
because  the  pilot  forgot  to  keep  the 
engine  rpms  up  when  flying  into 
clouds.  Both  mishaps  had  happy  land- 
ings (except  perhaps  for  the  erring  pi- 
lots' careers).  The  pilots'  union  has 
been  harping  on  safety  as  part  of  its 
campaign  to  avoid  losing  pilots'  pres- 
tige, but  the  facts  seem  against  them. 

F  as  in  failure 

Ronald  Reagan's  education  program 
has  been  given  failing  grades  by  a  usu- 
ally conservative  Washington  think 
tank,  the  American  Enterprise  Insti- 
tute. "There  were  campaign  slogans 
and  stump  speeches,  there  were  iso- 
lated ideas,  but  no  consistent  educa- 
tional policy,"  the  AEI  concludes  in  a 
54-page  report.  After  Reagan's  first  six 
months,  the  report  says,  it  has  been 
all  downhill:  "By  any  scorecard,  they 


helped  schools  and  teachers.  Still,  it 
sums  up,  "In  basic  outline,  the  federal 
role  in  education  looks  very  similar  to 
what  it  did  under  Presidents  Johnson, 
Nixon,  Ford  and  Carter." 

Do  we  want  safety? 

Highway  safety  rules  with  teeth  are 
gaining  favor,  according  to  a  survey  by 
Yankelovich,  Skelly  &  White  for  the 
All-Industry  Research  Advisory 
Council,  an  insurance  group.  A  na- 
tionwide poll  based  on  1,508  inter- 
views found  the  public  supporting 
stronger  penalties  for  drunk  driving 
and  mandatory  seat  belt  laws.  Some 
54%— up  from  40%  in  1982— favored 
jail  terms  for  drunk  drivers  causing 
serious  injuries.  Moreover,  88% 
wanted  breath  tests  for  drivers  in  an 
accident  causing  injury,  73%  wanted 
them  for  minor  accidents,  and  over 
half  for  drivers  stopped  for  moving 
violations.  Another  61%  said  they 
would  approve  random  testing  at 
times  when  driving  under  the  influ- 
ence seemed  most  likely.  Respon- 
dents most  often  wanted  local  police, 
judges,  prosecutors,  family  and 
friends  to  deal  with  the  problem.  But 
88%  also  called  for  insurers  to  double 
premiums  for  those  allowed  to  go  on 
driving  after  a  conviction,  and  69% 
wanted  cancellation  of  the  driver's 
policy.  Only  10%  of  the  public  wears 
seat  belts,  but  27%  of  those  polled 
strongly  favored  a  mandatory  seat  belt 
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Consider  the 
one  bond  that  keeps 
growing  each  year. 


The  Diamond  Anniversary  Ring. 

A  band  of  diamonds  that  says  youii  marry  her  all  overagain. 
A  diamond  is  forever. 


law  and  38%  were  "somewhat"  in 
favor.  Just  over  half  said  they  would 
wear  belts  if  violations  went  on  their 
record,  61%  if  there  were  a  $25  fine, 
and  72%  if  a  $100  fine  were  imposed 
after  a  second  violation. 


Jobs,  jobs,  jobs 

What  will  the  labor  force  look  like  in 
1995?  Obviously  it  will  be  bigger,  but 
its  composition  will  change,  too.  One 
projection,  according  to  the  Bureau  of 
Labor  Statistics,  is  that  the  number  of 
workers,  up  from  83  million  in  1970 
to  110  million  in  1982,  will  climb  to 
125  million  in  1990  and  to  131.4  mil- 
lion in  1995.  Job  growth,  the  report 
says,  will  be  influenced  by  the  baby- 
boom  generation,  which  will  reach  its 
highest  level  of  "participation,"  and 
by  the  continued,  though  slower,  rise 
in  the  number  of  working  women 
aged  20  to  44.  The  future  labor  force 
will  be  more  experienced  and  better 
trained  than  in  the  1970s,  when  youn- 
ger workers  were  entering  in  large 
numbers.  By  1995  workers  aged  24  to 
54  should  account  for  about  73%  of 
the  labor  force,  up  from  64%  in  1982, 
and  the  number  of  workers  aged  16  to 
24  will  drop.  That's  good  news  for 
some  hirers,  but  bad  news  for  the 
armed  services,  the  single  largest  em- 
ployer of  young  men,  the  report  notes. 
Women  and  minorities  will  have 
more  jobs.  Women,  in  fact,  will  ac- 
count for  about  two-thirds  of  labor 
force  growth  in  the  1980s  and  1990s. 
Overall,  blacks  should  gain  twice  as 
many  jobs  as  whites,  the  report  says, 
accounting  for  more  than  21%  of  job 
growth  until  1990  and  nearly  28% 
from  1990  to  1995. 

Giving  women  credit 

Last  year  American  Express  found 
that  its  don't-leave-home-without-it 
message  wasn't  getting  across  to 
women.  Although  the  promotion  for 
its  charge  cards  was  ubiquitous  and 
had  always  featured  women,  research 
found  that  most  considered  the  card  a 
male  accessory.  So  it  opened  a  barrage 
of  direct  mail,  print  and  TV  advertis- 
ing directed  specifically  at  the  ladies. 
This  seems  to  be  paying  off.  In  1980, 
840,000  of  Amexco's  basic  card  hold- 
ers (those  with  the  plastic  in  their 
own  name)  were  women,  16%  of  the 
total.  More  than  166,000  signed  up 
that  year.  As  of  last  September, 
Amexco  had  more  than  1.7  million 
distaff  card  owners,  21%  of  its  8.4 
million  basic  card  holders.  New  join- 
ers in  1983  included  301,000  women, 
30%  of  the  year's  total. 
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How  to 
hedge 
your  IRA 


Many  people  think  that  an  Individual 
Retirement  Account  must  be  kept  in 
one  plan  or  fund.  Not  so.  The  govern- 
ment gives  you  a  lot  of  flexibility  in  order 
to  help  you  assure  a  good,  balanced 
approach  to  your  future.  We  offer  five 
different  mumal  funds — each 
with  a  slightly  different  invest- 
ment objective — for  your  retire- 
ment program.  You  can  be  in 
one  or  more  than  one.  It's 

investment:  rsfM  ask  for 

Want  to  know  more?  For  more  complete  information  about  our  five  funds 
(Growth  Investors,  Select  Investors,  Ultra  Investors,  Vista  Investors,  and  U.S.  Gov- 
ernments) write  or  call  for  a  free  prospectus.  Please  read  the  prospectus  carefully 
before  investing. 

Mutual  Funds  for  IRA,  Keogh,  and  403B  Accounts 

Please  send  a  free  prospectus  to: 

Name   


Address  . 

City  

State   


Zip  . 


P.O.  Box  200,  Kansas  City,  Missouri  64141 -(816)  531-5575 
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Bye-bye,  Bangor  Punta 

"What  makes  Jimmy  run?"  Forbes 
asked  five  years  ago  (Dec.  11,  197.8),  a 
play  on  Budd  Schulberg's  novel  about 
the  Hollywood  rat  race.  In  25  years 
James  Stewart,  chairman  and  CEO  of 
Lone  Star  Industries,  had  parlayed  a 
borrowed  $367,500  into  a  personal 
fortune  that  included  $30  million 
worth  of  stock,  a  $4  million  jet  plane 
and  a  posh  Miami  Beach  home.  In 
addition  to  running  Lone  Star,  at  $1 
billion  in  sales  the  largest  U.S.  ce- 
ment company,  he  was  the  largest 
stockholder  in  Bangor  Punta,  the  $622 
million  (sales)  conglomerate  that 
owns  Piper  Aircraft.  He  was  still 
amassing  wealth,  but  he  had  hedged 
his  personal  bets  by  selling  his  own 
considerable  Lone  Star  holdings  to 
Bangor  Punta  for  cash  under  options 
extending  through  1985. 

By  last  year  Bangor  Punta's  fortunes 
had  faded.  In  the  1982  fiscal  year  its 
per-share  earnings  dropped  from  $6.06 
to  just  34  cents.  Meanwhile,  Bangor 
insiders — including  Stewart,  Chair- 
man Dave  Wallace,  the  company's  in- 
vestment plan,  and  Count  Ferdinand 
von  Galen,  who  headed  a  private  bank 


James  Steivart  of  Lone  Star  Industries 
Another  $40  million  in  the  bank. 

in  Frankfurt,  West  Germany — were 
buying  shares.  Originally,  the  group 
was  reportedly  buying  to  prevent  hos- 
tile takeovers  and  later,  analysts 
thought,  to  buy  control  and  merge 
with  Lone  Star — something  Stewart's 
attorney  denies.  In  any  case,  by  De- 
cember 1982  insiders  owned  52%. 
(Stewart  and  von  Galen,  each  with 
more  than  21%,  were  the  biggest 
shareholders.)  Wallace  denied  plans  to 
take  the  company  private,  saying  it 
would  be  too  expensive.  Book  value 
was  $29,  but  if  it  were  reappraised,  the 
assumption  was,  it  would  have  been 
worth  $40  to  $50  a  share. 

Last  year,  however,  book  value 
dropped  to  $19.20  per  share  when 


management  wrote  off  $55  million  for 
goodwill  in  Piper,  which  was  losing 
money.  Then,  last  month,  Dave  Wal- 
lace gave  his  blessing  to  a  tender  offer 
from  Lear  Siegler,  the  $1.5  billion 
maker  of  avionics  and  flight  control 
systems  in  Santa  Monica,  Calif.  Lear's 
$27.50  tender,  said  Wallace,  was  "in 
the  best  interests  of  our  sharehold- 
ers." The  insiders  will  get  even  less. 
Under  the  deal  von  Galen  will  receive 
only  $27  a  share,  but  he  will  need  the 
cash.  He  resigned  as  head  of  Frank- 
furt's stock  exchange  in  November 
after  the  bank  he  headed  had  to  be 
bailed  out  by  others.  Jim  Stewart  was 
slated  to  get  $26  a  share.  But  that  will 
come  to  nearly  $40  million.  And  he  is 
still  firmly  entrenched  at — and  run- 
ning— Lone  Star. 

The  survivor 

"What  happens  to  a  chief  executive 
who  fouls  up?"  Forbes  asked  two 
years  ago.  "At  GAF  he  gets  half  a 
million  a  year  and  a  nice  new  con- 
tract." For  20  years  Jesse  Werner,  then 
the  chairman  of  the  $623  million 
(sales)  chemicals  and  building  materi- 
als company,  had  presided  over  one  of 
the  worst  corporate  perfor- 
mance records  in  American 
industry,  so  bad  that  he  had 
to  sell  off  half  of  GAF's  busi- 
nesses (Mar.  15,  1982).  Yet,  at 
age  65,  he  had  just  landed  a 
shiny  new  contract.  "I  like  it 
here,"  he  told  Forbes. 

Others  were  not  as  happy. 
After  stockholder  Samuel 
Heyman  threatened  a  proxy 
fight,  Werner  announced 
that  GAF  might  merge,  sell 
off  its  $330  million  roofing 
division,  or  both.  But  Werner 
did  nothing,  and  he  later 

  hinted  he  might  take  GAF 

private  (Follow-Through,  Feb.  14,  1983J- 
He  could  then  stay  forever,  Forbes 
noted,  pouring  money  into  his  pet 
project,  WNCN,  the  GAF-owned  clas- 
sical music  station  in  New  York. 

Last  month  Werner's  reign  at  GAF 
finally  ended.  Stockholder  Heyman, 
who  had  held  off  before,  fought  and 
won  a  proxy  fight  in  April.  Werner 
sued,  and  appeals  dragged  on  until  a 
U.S.  court  ruled  for  Heyman  last 
month.  "We  have  retired  him,"  Hey- 
man says  of  Werner,  who  still  holds 
80,000  GAF  shares  (worth  nearly  $1.3 
million)  and  options  to  buy  another 
120,000  at  an  average  of  $1 1.  Heyman 
has  more  than  800,000  shares. 
The  new  CEO  had  no  access  to 
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Show  her  your 
interest  has 
compounded  daily 

•    '  .....  .v   .-  -.  ..*  


The  Diamond  Anniversary  Ring. 

A  band  of  diamonds  that  says  youd  marry  her  all  over  again. 
A  diamond  is  forever. 


Invest  in  some  of  the  worlds 
fastest  growing  areas. 


company  files  during  the  court  battle, 
so  he  is  catching  up  as  fast  as  he  can. 
In  the  meantime,  Heyman  says,  Al- 
lied Corp.,  once  interested  in  GAF's 
profitable  chemical  business,  is  will- 
ing to  reopen  negotiations,  and  so  are 
others.  Whatever  happens,  he  says,  he 
will  keep  the  unprofitable  building 
products  division  Werner  once  want- 
ed to  dump,  at  least  until  it's  turned 
around.  As  for  WNCN,  Heyman  has 
been  offered  $7  million  for  it,  and  he 
may  accept.  Says  he,  "We  don't  think 
it's  an  appropriate  holding  for  a 
chemical  and  building  business." 


The  old  folks'  home 

Last  year  two  major  "life-care  cen- 
ters," which  combine  living  quarters 
and  health  care  for  the  elderly,  went 
broke.  It  seemed  many  life-care  cen- 
ters were  in  trouble,  and  none  looked 
shakier  than  the  $53  million  Royal 
Regency  center  in  Winter  Haven,  Fla. 
(Forbes,  Aug.  29,  1983). 

Last  month,  with  insufficient  con- 
struction funds,  the  Royal  Regency 
went  into  default,  too.  What's  more, 
because  of  SEC  rules,  Hereth,  Orr  & 
Jones  in  Atlanta,  underwriters  for  the 
municipal  bonds  that  funded  the 
center,  stopped  operating.  They  failed 
to  meet  net  capital  requirements.  The 
SEC  will  require  the  firm  to  put  up 
more  capital  before  it  can  sell  securi- 
ties again. 

The  460-unit  Winter  Haven  project 
ran  into  trouble  from  the  start.  The 
developers  and  marketers  (some  of 
whom  had  connections  to  Hereth,  Orr 
&  Jones)  had  planned  to  renovate  an 
old  apartment  building  into  a  life-care 
facility  for  the  elderly.  Residents 
would  reportedly  have  to  deposit  from 
$52,000  up  to  $97,000  and  pay  from 
$528  to  $1,018  in  monthly  mainte- 
nance fees. 

More  than  ten  months  after  the 
project  was  financed,  the  marketers 
had  signed  up  residents  for  only  10% 
of  the  units,  and  by  December,  only 
12  had  been  sold. 

In  a  letter  sent  out  to  bondholders 
last  month,  the  project's  trustee,  Bank 
of  the  South  in  Atlanta,  said  it  would 
not  market  the  project  as  a  life-care 
center  until  its  future  is  determined 
because  it  "is  not  productive  and 
would  not  be  fair  to  potential  resi- 
dents." The  bank  added  that  "there  is 
little  likelihood  of  the  bondholders' 
recovering  their  entire  principal  and 
interest." 

That  was  putting  it  mildly.  Bonds 
originally  sold  at  par  are  being  offered 
at  $40  and  one  major  dealer  expects  to 
get  little  more  than  $20. 
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The  T.  Rowe  Price  International  Fund.  Today,  nearly  half  of  the 
world's  stock  market  capitalization  exists  outside  of  the  U.S.  Leading  com- 
panies in  several  foreign  countries  may  provide  superior  rates  of  return, 
while  also  offering  a  valuable  source  of  portfolio  diversification. 

The  T.  Rowe  Price  International  Fund  lets  you  participate  in  some  of  the 
most  dynamic  economies  in  the  world.  It  also  provides  the  convenience  and 
investment  ease  of  a  U.S. -based  no-load  mutual  fund.  No  sales  commis- 
sions. Low  minimum  initial  investment  of  $1,000.  Subsequent  minimums 
of  $100.  Call  today:  1-800-638-5660. 

T.RoweRice 

Invest  With  Confidence 

YES!  Please  send  me  a  free  International 
Fund  information  kit  and  prospectus,  with 
more  complete  information  including  man- 
agement fee  and  other  charges  and  expenses. 
I  will  read  it  carefully  before  I  invest. 
Also  send  me  a  free  information  kit  for: 
□  IRA   □  Keogh 


Name 
Address 

City  State  Zip  Tloo 

T.  Rowe  Price,  100  East  Pratt  Street, 
Baltimore,  MD  21202 

T.  Rowe  Pnce  Marketing,  Inc.,  Distributor. 
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Readers  Say 


Reaction  to  "Bookmarks" 

Sir:  Your  director  of  circulation's  sug- 
gestion to  use  magazine  insert  sub- 
scription cards  for  bookmarks  (Fact 
and  Comment,  Dec.  19,  1983)  exemplir 
fies  Forbes'  brilliance  and  ingenuity.  I 
utilized  these  erstwhile  superfluous 
items  as  suggested  and  was  able  to 
return  with  great  ease  and  speed  to 
several  articles  which  influenced  me 
to  purchase  several  stocks. 

I'll  let  you  know,  in  a  year,  if  these 
subscription  card/bookmarks  will  be 
as  profitable  to  me  as  they  are  to  you. 
—Janice  W.  Johns 
Englewood,  Colo. 

Sir:  Will  this  added  feature  increase 
next  year's  subscription  rate? 

— David  A.  Laubhan 
Naperville,  III. 

Sir:  I  have  found  but  one  redeeming 
value  in  them — I  put  the  roach  poison 
on  them  each  evening,  and  then  the 
next  morning,  I  can  simply  pick  them 
up  with  little  fuss. 
— Terry  C.  Milligan 
Jackson,  Miss. 

Sir:  I  hold  the  magazine  with  them 
and  keep  the  ink  off  my  hands. 

— Barrie  Pardoe 
Red  Bank,  N.J. 

Sir:  Cards  from  the  issue  fluttered 
into  my  bath.  Somehow  your  sugges- 
tion that  I  view  these  as  bookmarks 
rather  than  nuisances  didn't  wash. 
— Berton  J.  Braley  Jr. 
Great  Falls,  Va. 


Sir:  Bookmarks  my.  .  .  ! 

— Jerry  R.  Constantino 
Peoria,  III. 


! 

□ 

11  issues  of  Forbes  for  only  $14. 97— 

IB>  single  COp)  SJ.V  You  save  55?t  ofTlhecov 

□  Bill  me  0  Payment  enclosed 
prefe<  3  years  (76  issues)  'or  i72  (Forbes  lowest  rate— 

M 

iust  92c  an  issue) 

Brazil:  incisive  analyses 

Sir:  Anderson  Clayton  has  been  in 
Brazil  since  the  early  1930s,  so  we 
have    read    hundreds    of  writeups 


through  the  years.  Your  cover  article 
"Brazil  and  the  banks"  (Dec.  5.  1983) 
is  the  most  factual  and  incisive. 

— T.J.  Barlow 
Chairman, 
Anderson  Clayton 
Houston,  Tex. 

Sir:  I've  sent  a  copy  of  "What  Brazil 
Teaches  Us"  (Fact  and  Comment  II, 
Dec.  5,  1983)  to  our  senators  and  con- 
gressmen. It's  right  on  target. 

— Philip  H.  Geier  Jr. 

Chairman  and  CEO, 

The  Interpublic  Group  of  Companies,  Inc. 

New  York,  NY. 


Unaffootable  fees 

Sir:  The  article  "Sick  call"  (Oct.  24, 
1983)  reports  on  alleged  fee  abuses  by 
an  unspecified  number  of  podiatrists 
in  Michigan.  You  do  not  mention  the 
many  actions  by  the  American  Podia- 
try Association  and  its  component  so- 
cieties to  help  achieve  cost  contain- 
ment in  podiatric  care. 

We  support  the  efforts  of  the  Ad- 
ministration and  state  and  local  gov- 
ernments to  control  the  costs  of 
health  care. 

— Norman  Klombers,  DPM 
Executive  Director, 
American  Podiatry  Association 
Washington.  D  C 


Better  ending 

Sir:  Your  article  on  Taxing  Matters 
(Dec.  5,  1983)  would  better  have  ended 
by  saying  that  those  who  purchase 
[universal]  life  insurance  mainly  for 
tax  considerations  will  go  elsewhere 
[now  that  the  tax  laws  have  been 
changed].  Those  who  are  buying  it  as  a 
legitimate  and  necessary  portion  of 
their  financial  security  program  will 
stay  and  benefit  significantly. 
— David  R.  Carpenter 
President  and  CEO, 
Transamerica  Occidental  Life 
Los  Angeles,  Calif. 


We  took  over 

Sir:  Your  article  on  Money  Man  Mi- 
chael Milken  (Dec.  5,  1983)  said 
Drexel  took  over  Burnham  &  Co.  In 
1973  Burnham  &.  Co.,  which  then  had 
$41  million  in  capital,  combined  with 
Drexel  Firestone  to  form  Drexel  Burn- 
ham &  Co.,  Inc.  At  that  time,  Drexel 
Firestone  had  about  $10  million  in 


capital.  So,  Burnham  &.  Co.  was  obvi- 
ously the  acquirer.  The  article  stated 
this  took  place  in  1976.  This  took 
place  in  1973. 
—I.W.  Burnham  II 
Chairman, 

Drexel  Burnham  Lambert 
New  York,  NY. 


Repealing  a  loser 

Sir:  New  York  State  agrees  with  the 
view  (Fact  and  Comment  II,  Nov.  7, 
1983)  that  the  unitary  tax  is  unfair. 
We  repealed  it  last  spring.  To  para- 
phrase M.S.  Forbes  Jr.,  it  was  clear  to 
us  that  we'd  end  up  losers  if  that  tax 
concept  was  not  nipped  in  the  bud. 
— Mario  M.  Cuomo 
Governor, 
State  of  New  York 
Albany,  NY. 


Vegetabull 

Sir:  Slices  of  your  argument,  ("What's 
with  Vegetarians?"  Fact  and  Comment 
Dec  19,  1983)  are  pure  bull,  albeit  of  a 
different  texture. 

— Bill  Schnirring 
Publisher, 

Vegetarian  Times 

New  York,  NY. 


Costly  behavior 

Sir:  Re  your  cover  story  and  Side 
Lines  concerning  real  estate  tax  shel- 
ters (Dec.  19,  1983),  it  is  absolutely 
amazing  to  observe  the  antics  of  oth- 
erwise intelligent  business  people  as 
year-end  approaches  [and  they  rush 
blindly  into  tax  shelters]. 
— William  A.  Tow/er 
Fort  Worth,  Tex. 


Snaildarter 

Sir:  I  take  issue  with  "That  Dam 
Snaildarter"  (Fact  and  Comment.  Oct. 
24,  1983).  At  the  time  the  Tellico 
Dam  construction  was  halted,  it  was 
believed  that  this  was  the  only  habitat 
in  which  the  snaildarter  lived.  The 
key  issue  is  not  the  lives  of  a  few 
thousand  snaildarters,  but  the  extinc-  J 
tion  of  an  entire  species. 
— Steve  Yastrow 
Evanston.  Ill 

Species  nonsense. — MSF. 
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How 

to  you  get 

jlectronic  technology 
it  an 

electric  price? 


5et  a  Canon  AP  300 
slectronic  typewritec 


The  Canon  AP  300  has  all  the  electronic  technology  and 
Dnveniences  you  want  in  a  typewriter  And  one  thing  less  — a  nice, 
w  electric  typewriter  price. 

So  now  you  can  replace  your  out-dated  electric  typewriter  with  an 
3-to-date  electronic  Canon.  You'll  get  brilliant  electronic  features 
ce  a  15-character  display  that  lets  you  make  lightning-fast 
Jtomatic  corrections  before  your  typing  goes  on  the  paper  And 
Jtomatic  pitch  control,  decimal  tab,  centering,  indenting,  right 
largin  justification,  carrier  return  and  a  versatile  16/2-inch  paper 
jpacity. 

Canon  also  has  two  other  electronic  typewriters  priced  to  replace 
>ur  electrics.  The  AP  200,  Canon's  ultimate  economy  model, 
ithout  display,  and  the  AP  350  with  text  memory  and 
jmmunications  capability. 

Feast  your  eyes  on  Canon's  electronic  typewriters.  You'll  never 
ant  to  see,  or  buy,  an  electric  again. 


983  Canon  USA  Inc 


Canon  U.S.A.,  Inc.  FB1/16 

Electronic  Typewriter  Division 

One  Canon  Plaza,  Lake  Success,  NY  1 1042 

□  Please  send  me  more  information  about 
Canon  Electronic  Typewriters. 

□  Please  have  a  representative  give  me  a  call. 

Name  


Title  &  Company- 
Address  


City  

Phone  I  )_ 


.  State. 


.Zip. 


Canon 

Simply  Brilliant 


¥>ur  computer 
isonlyasgood 
asitsprinter 


Diablo  presents  computer  print- 
ers as  communications  devices. 
The  link  between  your  ideas  and 
the  rest  of  your  world. 

Of  course  your  computer 
helps  you  to  formulate  thoughts, 
but  of  what  good  are  they  if  you 
can't  tell  anyone?  Or  if  the  mes- 
sage you  send  is  compromised 
by  its  form? 

The  business  world  demands 
that  good  ideas  stand  out,  and 
clearly.  Yet  the  effectiveness  of 
their  communication  depends 
on  the  printer  yon  choose  to 
carry  your  message. 


Printers  by  design: 
decision  by  purpose 
Are  your  ideas  all  business? 
Diablo  invented  daisywheel 
printing,  a  whimsical  name  for 
the  highest  print  quality  attain- 
able. Ours  is  still  the  number 
one  preferred  brand. 

Are  your  ideas  dramatic? 
Then  treat  them  to  Diablo's 
color  ink  jet:  vibrant,  full  color 
printing  on  paper  or  transparency. 

Is  speed  what  they  need? 
Multi-speed  or  just  top  speed, 
Diablo  sets  a  whole  new  stan- 
dard for  matrix. 

Or  do  they  reduce  complex 
analyses  to  easily  understood 
graphics?  Nine  of  Diablo's  mod- 
els incorporate  graphics  with 
correspondence  or  letter 
quality  text. 

Or  do  your  ideas  demand  all 
of  these?  Perhaps  our  electronic 
printers  are  for  you. 

Evaluate  your  computer 
communications  needs.  Then 
talk  to  one  of  the  over  800 
authorized  Diablo  distributors 
and  dealers. 

Your  computer  printer.  It's 
a  big  decision.  Your  best  ideas 
are  riding  on  it. 


Diablo 

Diablo  Systems,  a  Xerox  company 
Fremont,  California 
For  the  authorized  Diablo  distribut 
dealer  nearest  you,  call  ext.  186,  (( 
556-1234;  in  California,  (800)  441- 
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"With  all  thy  getting  get  understanding" 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


VOLCKER  AND 

Our  Paul  I,  the  Reserved,  partook  of  luncheon  wafers 
and  wine  with  five  of  us  here  the  other  day.  It  was  off  the 
record,  but  I  breach  no  confidence  when  I  say  to  you  that 
what  he's  so  often  said  on  the  record  publicly  continues 
little  dissimilar  from  what  he  says  privately. 

Paul's  a  broken  record  who  sees  no  sound  reason  to 
change  his  tune,  cut  a  new  groove,  change  the  record.  Says 
he:  "The  current  prospect  that  federal  budget  deficits  will 
remain  exceptionally  large  into  the  indefinite  future  is  a 
major  factor  propping  up  interest  rates  and  continues  to 
pose  a  serious  risk  to  the  stability  of  financial  markets  in 


THE  ELECTION 

the  future,  threatening  the  balance  and  ultimate  sustaina- 
bility  of  the  recovery  itself." 

If  as  election  nears  the  economy  is  seriously  contracting, 
so  be  it.  As  far  as  he's  concerned  opening  Federal  Reserve 
windows  would  seriously  aggravate,  not  alleviate  the  prob- 
lems, if  there  be  ones.  Banquo's  ghost  for  Paul  Volcker  is 
inflation.  He's  far  from  convinced  that  that  corpus  delicti 
isn't  just  momentarily  playing  dead. 

To  paraphrase  Prime  Minister  Maggie  during  a  Black 
Day  for  the  Brits'  economy,  "The  gentleman's  not  for 
turning." 


THAT  THE  ECONOMY  ISN'T  GOING  TO  RUIN  RON  NOV.  6 

is  mighty  blamed  fortunate  because 

•  Paul  wouldn't  supply  any  adrenaline  if  called  on. 

•  And  Ron  won't  be  in  a  political  position  to  pull  Paul  before  the  Day. 

IF  THE  LOSS  OF  THOSE  TWO  CARRIER  JETS 


to  Syrian-fired,  Russian-supplied  antiaircraft  weapons  in 
Lebanon  makes  us  realize  the  necessity  of  buying  in- 
stantly as  many  of  those  Israeli  drones  as  they'll  sell  us, 
it  will  be  one  really  worthwhile  accomplishment  to 
come  out  of  this  explosive  mire  (see  Fact  and  Comment, 
Sept.  26,  p.  18). 


We're  apparently  still  R&D-ing  at  a  cost  of  Smultimil- 
lions  a  super  drone  that  eventually  may  actually  be 
available  and  be  able  to  do  what  the  Israeli  one  can  do 
and  is  doing  right  now. 

The  civilian  DOD  heads  and  the  military  ones  that  roll 
should  not  only  be  on  and  off  the  coast  of  Lebanon. 


BURGER  KING'S  BEST  WHOPPER  TO  DATE 


Talk  about  smart  management — one  fast  fooder  goes 
to  the  head  of  the  class  this  month.  Burger  King  has  not 
just  been  going  all  out  along  with  all  the  others  in 
opening  new  corner  stores.  They're  making  a  real  push 
to  put  'em  in  institutions  where  they  are  instantly 
available  oases  in  the  desert  of  normally  subnormal 


Hospitals.  Yes,  even  at  F.W.  Woolworth's  you  will  soon 
be  able  to  get  something  edible.  And  at  Greyhound  bus 
stops  yet. 

Brilliant. 

And  profitable. 

Which  is  what  good  management's  supposed  to  be 


institutional    nutritional    sustenance.    Military    bases,    all  about. 
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DAN  LANDS  ONE,  BUT  MISSES  THE  POINT 


Reams  have  been  reamed  out  of  the  imper- 
turbable hides  of  TV  Voices  over  the  fact  that, 
in  their  partial  share  of  30-minute  newscasts, 
they  don't  serve  as  a  substitute  for  the  New 
York  Times,  the  Wall  Street  Journal,  et  al.  But 
re  that  point,  Dan  Rather  recently  made  a  very 
valid  counterpoint: 

"If  you  read  a  good  newspaper  every  day  and 
you  read  one  of  the  weekly  newsmagazines  and  you  read  a 
book  now  and  again,  you're  going  to  know  most,  if  not  all 
of  what's  on  the  evening  news  and  probably  more.  .  .  .  But 
you  won't  have  seen  it.  .  .  .  Even  if  all  you  see  is  a  snippet 
here  and  there,  I  think  there's  a  great  difference  between 
reading  about  unemployment  and  seeing  people  stand  in 
the  cold,  leaning  into  the  wind — 4,000  of  them  lined  up  for 


40  jobs.  There's  a  difference." 

The  real  difficulty,  of  course,  lies  in  the 
visual  impact  of  4,000  people  leaning  into  the 
wind,  waiting  in  the  cold,  desperately  seeking 
the  40  jobs  available.  But  where,  how  does  TV 
depict  the  2.8  million  additional  jobs  that  Rave 
been  created  throughout  the  country  this  year 
as  a  partial  result  of  the  empathy  of  the  current 
Administration's  policies?  Shown  dramatically:  4,000 
seeking  40  jobs.  Not  shown:  2.8  million,  filling  previously 
nonexistent  jobs.  That's  when  TV  is  so  often  so  outrageous 
in  its  presentation.  It  seems  to  make  no  effort  at  even 
reasonable  balance. 
That's  the  crux. 
That's  the  crunch. 


EVEN  LOVE  CAN'T  CONQUER  ASININITT 

As  reader  Chester  French  says  of  the  Go- 
diva  ad:  "A  rare  example  of  the  Utterly 
Wrong  Ad.  There  should  be  one  detached 
petal,  not  two. 

"It  is  in  the  nature  of  man,  no  matter 
what  his  human  condition,  to  start  with, 
'She  loves  me.  .  .  .'  The  man  who  wrote  it, 
and  the  people  who  approved  it  should  be 
taken  out  and  shot.  If  a  woman  wrote  it,  she 
should  also  be  taken  out  and  shot,  in  the 
spirit  of  equality." 

And  how  many  women  would  want  a  jerk 
who  has  an  orgy  over  her  bathrobe? 


MARSHALL  FIELD*,  LNTWXXiO^  KfiORA 


GREAT  IDEA 


For  the  life  of  me — and  you — it's  incomprehensible 
that  the  manufacture  or  sale  or  possession  of  those 
Kevlar-coated,  armor-piercing,  "cop-killer"  bullets  isn't 
made  flatly  illegal,  with  penalties  of  prohibitive  propor- 
tions for  violators. 


Since,  for  some  reason,  this  hasn't  been  done,  the  Con- 
gress should  at  least  swiftly  pass  the  measure  introduced 
by  California's  Representative  Fortney  H.  Stark.  His  bill 
would  put  a  tax  of  $200  on  the  production,  distribution 
and  sale  of  each  such  law-killing  bullet. 


THESE  DAYS  COCAINE 

rather  than  religion  seems  to  be  the  opium  of  the  people. 


THE  OTHER  WITTY  PRESIDENTIAL  CANDIDATE 

is  Senator  Ernest  Hollings  (D-S.C),  whose  chances  for    showed  up  at  this  dinner  in  a  tuxedo,  they'd  think  you 


nomination  are  equal  to  yours  and  mine. 

But  if  wit  were  on  the  ballot  line,  he'd 
give  our  genial  President  a  real  run.  To  wit: 
A  while  ago  Hollings  walked  into  one  of 
those  thousand-dollar-a-plate  dinners  with 
other  candidates,  including  the  Reverend  Jes- 
se Jackson,  an  old  friend.  When  Jesse  ob- 
served, "I  should  have  worn  my  tuxedo,"  his 
buddy  Ernest-ly  responded,   "Jesse,  if  you 


were  a  waiter."  And  Jesse  doubled  up  with  laughter. 

Talking  to  reporters  later  that  same  eve- 
ning, Senator  Hollings  said  he  was  tired  of 
hearing  Mondale  talking  about  how  he'd 
spent  all  his  public  life  fighting  for  this 
group  or  that.  "Walter  goes  around  saying, 
'I've  fought  for  labor,  I've  fought  for  teach- 
ers, I've  fought  for  this  or  that.'  He  ought  to 
be  campaigning  in  uniform." 
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THAT  ARCHITECTURE  CAN  SOAR 

and  carry  up  with  it  spirits — and 
profits — here  is  visibly  clear.  Even 
if  architect  Kenzo  Tange's  Akasaka 
Prince  Hotel  in  Tokyo  were  out  of 
the  way  (which  it  isn't),  wouldn't 
you  go  just  for  the  sight  of  it? 


•  All  the  Right  Moves — Only  at  the  very  end  do  the 
heartbreaks  of  these  high  school  sweethearts  end.  They 
dream  of  careers  not  easily  had  in  a  depressed  steel 
town.  Tom  Cruise  reaches  for  his  through  football,  and  the 
high  school  game  in  this  film  is  more  tense  and  exciting 
than    any    I've    seen    live  .  .  .  On    the    other  hand, 

•  Rumble  Fish,  that  Coppola  teener  starring  Matt  Dillon, 

DOLLARS  ARE  MORE  COMMON 

than  sense. 


is  such  a  boring  mixed-up  mess  you'd  have  to  see  it  to 
believe  it.  Don't.  A  total  director  ego  trip.  All  camera 
angles  with  no  angle  for  audience  or  actors. 
•  The  Right  Stuff — put  the  critics  in  orbit,  but  it's  not 
that  good.  Tom  Wolfe's  devastating  wryness  too 
often  comes  out  overdone  (Lyndon  Johnson)  or  boring 
(the  endless  fan  dance). 

PAY  LITTLE  HEED 

to  those  who  say  they  don't  want  any. 


BOOKS 


nent,  timely  sense 


•  Real  Peace — by  Richard  Nixon  (Lit- 
tle, Brown  &  Co.,  $12.95).  I'm  glad  the 
author  sent  out  a  thousand  swiftly 
printed  copies  of  this  slim  book  to  gov- 
ernment types,  reviewers,  et  al.,  before 
the  laborious  formal  publishing  process 
was  completed  this  month.  Real  Peace 
is  the  most  cogent  106  pages  of  emi- 
on  the  subject  available. 


Excerpts:  One  expert  has  concluded  that  of  93  separate 
conflicts  between  1946  and  1977,  the  UN  held  limited 
debate  on  40,  did  not  debate  at  all  about  53,  and  did 
not  significantly  contribute  to  the  resolution  of  any.  .  .  . 
The  UN's  failure  shows  that  international  problems 
must  be  solved  by  negotiations  between  autonomous 
governments — or  they  will  not  be  solved.  .  .  .  Unless 
men  change,  a  real  peace  must  be  built  on  the  assump- 
tion that  the  most  we  can  do  is  to  learn  to  live  with  our 
differences  rather  than  dying  over  them.  .  .  .  Winston 
Churchill  once  observed,  "Russia  fears  our  friendship 
more  than  our  enmity."  Churchill's  insight  showed  a 
deep  understanding  of  the  Soviet  leaders.  They  under- 
stand that  one  of  the  greatest  dangers  to  the  Soviet 
system  is  contact  between  their  ideas  and  ours,  their 
people  and  ours,  their  society  and  ours.  This  proximity 
invites  unwelcome  comparisons.  It  plants  the  seeds  of 
discontent  that  will  someday  blossom  into  peaceful 
change.  But  if  instead  we  isolate  the  East  and  reduce  its 
contacts  with  us,  we  would  be  casting  away  one  of  our 
most  effective  weapons  against  the  Kremlin  leaders. 


QUWESSENCE 

I  III   01  VI.H    I  >l  HAVING  n 


•  Quintessence:  The  Quality  of 
Having  It — by  Betty  Cornf  eld  and 
Owen  Edwards  (Crown  Publish- 
ers, $12.95).  You'll  totally  enjoy 
this — as  much  for  the  choices 
you  disagree  with  as  those  that 
have  your  head  bobbing.  And 
here's  a  case  where  the  superb  writing  accomplishes  a 
thousand  times  more  than  the  mostly  blah  photos. 

Excerpts:  The  Brown  Paper  Bag.  Forget  the  International 
Style.  Compared  to  the  austere  clarity  of  the  great  Ameri- 
can brown  bag,  the  architecture  of  the  Seagram  Building 
is  hopelessly  rococo.  .  .  .  Jockey  Briefs.  It  was  a  long,  in- 
convenient road  from  the  codpiece  to  allowing  men  minor 
relief  without  the  necessity  of  major  disrobing.  Jockeys 
seem  ancient  in  their  wisdom — soft,  white,  dependable, 
with  their  brand  name  stitched  around  the  waistband 
like  a  news  flash  in  Times  Square.  .  .  .  M&)M's  Choco- 
lates. One  candy  that  doesn't  have  to  pander  to  extrater- 
restrials or  even  Hollywood  moguls.  It  may  be  forever 
famous  for  being  the  candy  that  didn't  melt  in  E.T.'s 
mouth.  (E.T.  got  stuck  eating  Reese's  Pieces  instead.)  .  .  . 
Levi's  Jeans.  In  this  Sanforized,  Stay-Press,  colorfast 
world,  isn 't  it  comforting  that  you  can  still  buy  something 
that's  guaranteed  to  shrink,  wrinkle  and  fadel  .  .  .  Tupper- 
ware  Containers.  Knight  errant  of  Our  Lady  of  the  Left- 
over. To  assume  that  Tupperware  is  nothing  more  than  a 
type  of  plastic  container  is  to  underestimate  the  fervor  of 
that  Dionysian  revel  known  as  the  Tupperware  party. 
There  is  purity  here,  a  forthright  beauty  that  is  grail-like. 
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Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editors  mind.  -MSF 


None  Is  Better 

When  we  examine  the  second  war 
fought  by  the  Israelis  against  Syrian  air 
defenses  in  the  Bekaa  Valley,  we  find 
that  the  Israelis  relied  heavily  on  re- 
motely piloted  vehicles — pilotless  air- 
craft to  collect  intelligence  and  to  con- 
fuse the  air  defenses.  At  present,  we 
have  no  operational  remotely  piloted 
planes,  largely  because  pilot-dominat- 
ed military  bureaucracies  have  ingen- 
iously sidetracked  their  development. 

To  defeat  the  armor  of  the  Soviet- 
built  T-72  tank,  the  Israelis  rely  on  a 
new  kind  of  ammunition  (the  M-lll 
"arrow"  round).  Our  105mm  ammu- 
nition could  not  penetrate  the  T-72's 
frontal  armor  at  all,  except  at  danger- 
ously short  ranges  in  which  the  size 
superiority  of  the  Soviet  125mm  gun 
would  be  devastating.  (As  usual,  we 
lack  improved  ammunition  of  the  Is- 
raeli kind  because  the  Army  is  trying 
to  produce  a  still  more  advanced  type, 
meanwhile  leaving  our  forces  with  a 
grossly  inferior  105mm  round.) 

— Edward  N.  Luttwak,  Center  for 
Strategic  and  International 
Studies,  New  York  Times 

Heart  of  Gold 

On  the  day  his  wife  of  49  years  was 
to  undergo  treatment  for  cancer,  Mr. 
William  Scholtz,  of  suburban  Cud- 
ahy,  Wis.,  found  himself  short  of 
money.  So  he  decided  to  cash  in  the 
silver  half-dollars  he  and  his  wife,  Se- 
rena, had  been  saving  for  40  years. 

When  he  got  to  the  First  National 


Bank  of  Cudahy,  a  teller  told  him  they 
might  be  worth  more  to  a  collector.  "I 
told  her  I  didn't  have  time.  I  needed 
the  money  right  away,"  said  Mr. 
Scholtz,  who  is  76  years  old. 

The  teller,  Eileen  Dusenbery,  gave 
Mr.  Scholtz  $251.50,  the  face  value  of 
the  coins,  and  he  hurried  on  his  way. 
She  then  notified  the  bank's  presi- 
dent, Hal  Knuth,  who  later  asked  Mr. 
Scholtz's  permission  to  have  the 
coins  appraised  and  sold. 

After  an  auction,  Mr.  Scholtz  re- 
ceived a  check  for  $6,856. 

— Associated  Press 

Why  Europe  Lags 

The  recovery  of  the  U.S.  economy 
has  been  stronger  than  we  expected  so 
far.  We  Europeans  are  still  lagging  be- 
hind, and  the  world  economic  out- 
look, as  seen  from  Europe,  may  be 
still  far  more  influenced  by  unfavor- 
able political  factors. 

I  am  thinking  here  of  the  uncer- 
tainty caused  by  numerous  armed 
conflicts.  Make  a  list  and  you  come 
up  at  the  moment  with  40  simmer- 
ing or  full-blown  regional  conflicts 
which  cannot  help  but  have  reper- 
cussions on  world  trade.  I  am  also 
thinking  of  the  fall  in  demand  result- 
ing from  the  adjustment  measures 
taken  by  countries  which  find  them- 
selves in  balance-of-payments  diffi- 
culties. The  drastic  cutback  in  im- 
ports by  the  LDC's,  COMECON 
States  and  many  OPEC  countries  has 
hurt  Europe  more  than  the  U.S.  be- 


cause European  companies  are  far 
more  dependent  on  exports. 

Remembering  the  incomparably 
more  serious  problems  which  had  to 
be  resolved  during  the  Great  Depres- 
sion of  the  1930's,  the  Second  World 
War  and  the  subsequent  rebuilding  of 
the  European  and  Japanese  econo- 
mies, it  is  my  firm  conviction  that  our 
generation  can  successfully  meet  to- 
day's challenges  and  provide  young 
people  with  renewed  hope  in  a  prom- 
ising future. 

— H.  Strasser,  chairman, 
Swiss  Bank  Corp. 


It's  better  to  give  than 
to  lend,  and  it  costs  about 
the  same. 

Philip  Gibbs 


Language  Difficulties 

The  word  f—  and  all  its  declensions 
and  conjugations  pops  up  in  virtually 
every  line  of  conversation  without 
ever  advancing  the  narrative  [of  Scar- 
face].  One  wonders  if  Oliver  Stone 
actually  "wrote"  this  script  or  if  Al 
Pacino  made  it  up  as  he  went  along.  It 
is  like  the  old  joke  about  one  Cockney 
telling  another  that  he  picked  up  a  f— 

-g  whore,  took  her  to  a  f  g  hotel, 

threw  her  down  on  the  f  g  bed, 

ripped  off  her  f  g  clothes.  "Then 

what  did  you  do?"  asks  the  first  Cock- 
ney. "We  had  sexual  intercourse." 

— Andrew  Sarris,  Village  Voice 

Passing  the  Buck 

The  Chinese  invented  bureaucracy 
over  2,000  years  ago,  and  their  capac- 
ity for  it  is  endless.  Avoiding  respon- 
sibility has  been  raised  to  a  national 
art  form. 

— China:  Alive  in  the  Bitter  Sea, 
by  Fox  Butterfield 

Perfect  Privacy 

Mama  believed  that  garlic  was  the 
cure-all  for  any  disease.  Every  morn- 
ing she'd  line  us  all  up  and  she'd  rub 
garlic  on  a  little  hankie  and  tie  it 
around  our  necks.  We'd  say,  "Mama, 
don't  do  that."  She'd  say,  "Shut  up." 
(She  was  a  very  loving  woman.)  She'd 
send  us  off  to  school  with  this  garlic 
around  our  necks  and  we  stunk  to 
high  heaven.  But  I  want  to  tell  you  a 
secret;  I  was  never  sick  a  day.  My 
theory  about  it  is  that  no  one  ever  got 
close  enough  to  me  to  pass  the  germs. 
— Living,  Loving  &>  Learning, 
by  Leo  Buscaglia 
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"Are  we  keeping  in  touch  with  our  money  I" 
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Yes,  you  really  can  get. 


CASH  VALUE 
LIFE  INSURANCE 


AT  THE  PRICE  OF  TERM. 


Adjustable  Life  II  from  The  Bankers  Life  of  Des 
Moines  is  unlike  any  other  type  of  policy  you  may 
hear  about.  It  can  provide  you  with  the  advantages 
of  whole  life  (cash  value)  protection  at  the  cost 
of  term  coverage.  That's  right!  You  can  enjoy  the 
security  of  knowing  that  your  premiums  may 
remain  the  same  over  your  lifetime,  you'll  be 
building  cash  values,  and  your  net  cost  can  be  no 
more  than  you'd  expect  to  pay  for  a  traditional 
term  policy. 

How  can  The  Bankers  Life  do  this?  We  started 
by  being  among  those  companies  with  the  lowest 
net  cost  to  its  policyowners.  We  then  designed  a 
policy  that  is  custom  made  for  each  individual 
and  pays  dividends  which  can  be  used  to  lengthen 
the  period  of  coverage. 

In  effect,  Adjustable  Life  II  eliminates  your  need 
to  make  a  firm  choice  between  term  or  whole  life 
protection  while  offering  these  unique  features . . . 

Improved  Dividends 

Policy  dividends  reflect  current  yields  on  invest- 
ments. At  today's  high  returns  this  means  bigger 
dividends  and  an  even  lower  net  cost  for  a  policy 
that  combines  the  economy  of  pure  protection 
with  the  freedom  from  constantly  rising  premiums. 
No  other  kind  of  life  insurance  can  provide  this 
particular  benefit. 

THE  ~ 
BANKERS  f  > 
LIFE 

BANKERS  LIFE  COMPANY    DES  MOINES,  IOWA  50307 


Changes  to  fit  your  needs 

Adjustable  Life  II  offers  flexibility  few  people  can 
afford  to  be  without.  Within  limits,  you  can  raise  or 
lower  your  premium  payments,  increase  or 
decrease  the  amount  of  your  coverage,  lengthen 
or  shorten  the  protection  period ...  all  as  many 
times  as  necessary  over  your  lifetime.  As  your 
income,  expenses  or  goals  change,  you're  always 
able  to  provide  the  protection  that's  best  at  the 
time  for  you,  your  family,  or  your  business. 

Protects  against  inflation 

Inflation  erodes  the  security  provided  by  traditional 
life  insurance.  But  Adjustable  Life's  Cost-of-Living 
option  allows,  within  limits,  the  face  value  of  your 
policy  to  grow  automatically  every  three  years  to 
offset  increases  in  the  Consumer  Price  Index. . . 
free  from  any  need  to  prove  your  insurability.  You 
may  even  be  able  to  do  this  without  any  increase 
in  your  annual  premium. 

If  you  doubt  that  Adjustable  Life  II  can  do  all 
we  claim,  your  agent  can  tell  you  more  about  this 
revolutionary  new  kind  of  life  insurance.  Other- 
wise, call  your  local  office  of  The  Bankers  Life  of 
Des  Moines,  or  mail  the  coupon  below. 


r  fbiT 

THE  BANKERS  LIFE,  Consumer  Services 
Des  Moines,  Iowa  50307 
Please  tell  me  more  about  how  I  can  get 
whole  life  protection  at  the  price  of  term. 


Name- 


Address  _ 
City  


State _ 


Zip_ 


Adjustable 
Life ......... 
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Who  would  you  think 

just  introduced  a 
work  station  that  can 

do  all  this, 
Wang? 


Mainframe  and 

Mini-Computer  Communications 


Word  &  Text  Processing 


Personal  Computing 


Local  Networkint 


Database  Access 


Electronic  File  Retrieval 


No  one  but  Syntrex  offers  so  much  in  one  work  station. 
Not  Wang.  Not  IBM.  No  one. 

Whatever  project  you're  working  on  -  budgets,  letters, 
forecasts,  spreadsheets,  reports  -  our  Aquarius  connects 
you  to  ail  the  information  you'll  need,  whether  it's  across 
the  hall  or  across  the  continent.  You'll  have  access  to  elec- 
tronic files  which  allow  you  to  retrieve  information  in 
seconds,  even  if  you  can't  remember  where  you  filed  it. 


You'll  connect  with  your  IBM,  DEC  or  HP  mainframe  as 
well  -  so  you  can  back  up  your  words  with  numbers,  your 
numbers  with  words.  You'll  work  more  efficiently  with 
everyone  in  your  department,  sharing  common  files  and 
distributing  reports  electronically. 

Information  from  shared  data  bases  (Dow-Jones,  Westla' 
and  others)  can  be  piped  right  to  your  desktop. 

You'll  have  the  most  advanced  personal  computing  and  te 
editing  capabilities  on  the  market,  such  as  windowing,  wic 
document  folding,  automatic  footnoting  and  SuperCalc.™ 
And  when  the  file  room  you're  retrieving  from  has  our 
Always  Up"  fault-tolerance,  you're  backed  by  a  redundant 
system  that's  never  down. 

So  now  who  would  you  say  has  the  work  station  that  ca 
do  it  all,  Syntrex? 
Wight. 


SYNTREX  INCORPORATED  •  246  Industrial  Way  West  •  Eatontown,  NJ  07724  •  (201)  542-1500  in  NJ  •  1-800-526-282 

SuperCalc  m  is  a  trademark  of  Sorcim  Corporation. 


SYNTREX 


Fact  and  Comment  II 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


WILL  THEY  EVER  LEARN? 


With  the  worsening  world-debt  crisis,  one  might  think 
banks  would  be  loath  to  shovel  out  more  money  to  less 
developed  countries  (LDCs),  whose  growth  prospects  are 
hardly  inspiring. 

Yet  lenders  have  fallen  over  themselves  to  syndicate  an 
$800  million  loan  for  Algeria.  Looking  at  how  that  coun- 
try's economy  continues  to  be  mismanaged,  it  is  a  safe  bet 
that  most  of  that  money  will  be  wasted. 

Algeria  has  lots  of  natural  gas  and  oil,  but  not  enough  to 
keep  its  balance  of  payments  out  of  the  red.  The  oil  is 
running  out  and  prospects  for  exporting  more  liquefied 
natural  gas  (LNG)  are  grim.  A  billion-dollar  LNG  contract 
with  a  U.S.  company  was  recently  canceled. 

Algeria  is  a  textbook  example  of  what's  wrong  with  so 
many  Third  World  "development  programs." 

Free  enterprise  in  Algeria  is  almost  nonexistent.  The 
bureaucracy,  which  "manages"  the  economy,  suffocates 
it.  Like  Mexico,  Brazil  et  al.,  Algeria  has  gone  overboard 
with  grandiose  development  projects  and  schemes,  most 
of  which  are  uneconomic.  Like  so  many  Third  World 


countries,  government  controls  have  stifled  agriculture,  in 
this  case  through  "socialist  collectives." 

Economics  is  totally  subordinated  to  politics. 

The  Algerian  government  admits  that  the  way  agricul- 
ture and  industry  have  been  managed  is  not  all  that  it 
should  be.  But  despite  a  lot  of  reshuffling,  the  economy 
remains  hidebound.  Unemployment  is  rife. 

Why  are  banks  so  eager  to  lend  to  a  country  following  a 
much-precedented  program  for  economic  stagnation,  a 
country  whose  economic  record,  outside  of  its  OPEC 
windfall,  has  been  miserable? 

One  wag  answers,  "Because  it  isn't  in  Latin  America." 

Algeria  paid  down  a  chunk  of  foreign  debt  in  1981  and 
1982.  But  it  did  so  out  of  its  foreign  exchange  reserves, 
which  are  now  low.  An  Algerian  crisis  a  la  Brazil  will  come 
down  the  road,  but  bankers  can  collect  juicy  syndication 
fees  today. 

How  many  of  these  banks  would  be  so  free  lending 
money  domestically  to  a  badly  managed  company  whose 
assets  could  not  be  attached  in  the  event  of  a  default? 


A  PERNICIOUS,  DESTRUCTIVE  IDEA 


A  number  of  women's  rights  advocates  are  pushing  a 
doctrine  called  "comparable  worth,"  which,  if  widely 
adopted  by  the  federal  courts,  would  bring  chaos  to  the 
U.S.  labor  market.  It  would  lead  to  courts  and  government 
bureaucrats  deciding  how  much  each  category  of  employ- 
ee in  the  U.S.  should  be  paid.  Already  a  federal  judge  in  the 
state  of  Washington  has  used  this  theory  in  a  case  that 
could  cost  the  state  more  than  $1  billion. 

The  doctrine  holds  that  pay  should  be  equal  for  all  jobs 
that  require  "comparable  skill,  efforts  and  responsibility." 
No  one  would  deny  that  male  and  female  workers  should 
receive  the  equivalent  wage  in  a  similar  job  category.  But 
trying  to  compare  the  worth  of  one  category  of  job  with 
another  is  a  different  matter. 

A  judge  may  think  that  two  different  jobs  are  of  equal 
value  but  the  free  market  may  not  agree.  There  is,  for 
example,  a  glut  of  English  Ph.D.s.  Few  get  university  jobs; 
they  receive  very  low  pay.  Computer  software  writers  are 


in  high  demand.  Should  a  judge  dictate  that  English  Ph.D.s 
must  henceforth  receive  as  much  as  programmers  because 
they  are  "better"  educated? 

In  the  Washington  case,  wage  scales  of  state  employees 
were  not  out  of  line  with  those  in  the  private  sector.  Yet  a 
federal  judge  has  ruled  that  certain  job  categories  where 
women  predominated  were  receiving  too  little  by  the 
lights  of  "comparable  worth."  He  has  ordered  the  state  to 
pony  up  several  hundred  million  dollars  in  back  pay. 

This  kind  of  massive,  arbitrary  intervention  in  the  labor 
market  can  only  be  destructive,  as  any  look  at  nonmarket 
economies,  such  as  Eastern  Europe,  makes  clear.  The 
judiciary  and  government  agencies  should  not  be  allowed  to 
set  salary  scales  on  the  basis  of  their  notions  of  "fairness," 
ignoring  the  economic  relations  of  supply  and  demand. 

The  Supreme  Court  in  1981  acknowledged  that  "compa- 
rable worth"  was  a  valid  legal  theory.  Perhaps  it  is — but  in 
theory  only.  The  high  court  should  reverse  itself. 
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Why  Pan  Am 

Is  First 
Across  The  Pacific. 


The 
Most 

Destinations. 

Back  in  1936  Pan  Am 
was  the  first  and  only 
airline  flying  the  Pacific. 
And  no  other  airline  has 
caught  up  to  us  yet.  We 
have  more  flights  daily 
from  more  cities  in  the 
United  States  to  more 
cities  across  the  Pacific. 
All  you  need  is  one 
airline,  one  ticket,  one 
baggage  claim. 

Tokyo 

Osaka 

Hong  Kong 

Shanghai 

Beijing 

Singapore 

Manila 

Guam 

Sydney 

Melbourne 

Auckland 

Seoul 

Taipei 


The  Most  Nonstops. 

No  other  airline  can  beat  our  nonstops.  We  offer  53  a  week 
from  New  York,  San  Francisco,  Los  Angeles  and  Honolulu. 
And  daily  flights  from  37  other  U.S.  cities. 


First  InSp; 


>ace. 

No  other  airline  can  beat  our  fleet.  We  offer  the  comfort 
of  747's  and  747SP's-built  to  fly  higher,  faster  and  smoother 
than  any  other  commercial  U.S.  aircraft. 

In  our  First  Class  Sleeperette®  Seat,  the  Space  Seat, 
there's  space  in  front  of  you.  Around  you.  Above  you. 
Space  to  give  you  something  rare  in  air  travel  today:  a  sense 
of  privacy. 

Clipper®  Class  is  our  separate  cabin  for  the  business 
traveler.  There,  you'll  find  room  to  work,  room  to  think, 
room  to  relax.  Plus  complimentary  headsets,  drinks  and 
first-run  movies. 


Pan  Am 
WorldPass.  ! 
Even  Richer 
In  1984. 

WorldPass,SM  the 
richest  frequent  traveler 
program  in  the  world, 
offers  even  more  ways  to 
accumulate  mileage  in 
1984.  Along  with  flying 
Pan  Am  you  earn  mileage 
every  time  you  stay  at  an 
Inter-Continental®  or 
Sheraton  Hotel.  And 
every  time  you  rent  a  car 
from  Hertz.  Certain 
conditions  apply.  So  now 
your  mileage  credits 
build  faster.  And  if  you 
fly  in  Pan  Am's  First 
Class,  you  can  make 
your  mileage  credits 
build  even  faster  still. 
Because  in  First  Class 
you  earn  a  bonus  of  50% 
more  than  the  actual 
mileage  flown.  Clipper 
Class  travel  earns  an 
extra  25%. 

The  awards  of 
WorldPass  are  even  more 
generous  this  year  too. 
All  the  way  through  to 
Pan  Am's  ultimate  award: 
30  days  of  unlimited 
First  Class  travel  for 
two  anywhere  we  fly* 

For  reservations  and 
information  call  your 
Travel  Agent,  Corporate 
Travel  Department  or 
Pan  Am. 


Pan  Am.^bu  Can't  Beat  The  Experience: 


Schedules  subject  to  change  without  notice 

"International  destinations  subject  to  local  governments'  approval. 


Edited  by  Howard  Banks 


What's  Ahead  for  Business 


A  chance  for 
something  memorable 
and  lasting 


HOW  THE  RECOVERY  WILL  KEEP  GOING 

It  looks  increasingly  likely  that  revived  capital  spending  will  turn 
the  present  recovery  from  just  another  upturn  into  something  memo- 
rable and  lasting. 

It  usually  takes  a  full  18  to  20  months  from  the  start  of  a  general 
recovery  for  capital  spending  to  regain  prerecession  levels,  so  new 
investment  will  not  be  at  full  throttle  until  the  middle  of  this  year,  at 
the  soonest.  But  look  at  what's  happening:  Profits  are  on  the  rise, 
business  has  had  generous  tax  breaks  and,  in  an  election  year,  Wash- 
ington won't  rock  any  boats.  Slowly,  spare  capacity  is  being  absorbed, 
yet  companies  are  staying  mean  about  taking  on  labor  to  fill  the  gaps. 
The  economy  took  a  turn  for  the  better  in  the  first  quarter  of  1983  and, 
even  though  capital  investment  last  year  in  real  terms  was  3.4%  down 
from  1982,  it  duly  picked  up  in  the  third  quarter.  The  National 
Association  of  Manufacturers  now  reckons  that  capital  spending  in 
1984  will  be  7%  higher  in  real  terms  than  last  year,  double  the  increase 
it  estimated  six  months  ago. 


They're  buying 
efficiency, 
not  capacity 


It  takes  fewer  investment  dollars  to  sustain  growth  today,  in  part 
because  of  the  shift  away  from  more  capital-intensive  heavy  industry 
toward  higher  technology  and  service  industries — now  two-thirds  of 
GNP.  To  build  a  new  steel  plant  from  scratch  would  cost  about  $1 
billion,  against  roughly  $100  million  to  build  a  competitive  wafer- 
fabrication  plant — an  apples-and-oranges  comparison  that  is  just  a 
sample  of  the  snags  ahead  for  econometricians. 

More  important  still  is  what's  happening  in  industries  like  steel, 
chemicals  and  autos.  They  are  investing,  but  not  to  increase  capacity. 
"It's  not  the  U.S.  Steels  of  the  world  being  replaced  by  the  IBMs  so 
much  as  the  U.S.  Steels  buying  from  the  IBMs  to  increase  their 
efficiency,"  notes  Jerry  Jasinowski,  NAM's  chief  economist. 

In  1982  basic  industries  spent  half  their  investment  dollars  on  automa- 
tion, computers  and  telecommunications,  up  from  one-third  in  1977, 
one-quarter  in  1972.  Some  union  leaders  complain  this  is  bad  for  jobs, 
finessing  the  fact  that  enhanced  efficiency  will  allow  U.S.  industry  to 
compete  with  lower-cost  foreign  competitors  and  still  pay  high  wages. 


And  they  don't 
have  to  borrow 
to  do  it 


An  informal  poll  among  a  score  or  so  of  corporate  planners  from 
companies  like  Merck,  Raytheon,  Dow  Chemical  and  Boise  Cascade 
supports  the  notion  that  business  plans  to  spend  more  this  year  (up  on 
1983  by  10%  to  15%,  20%,  35%  and  100%,  respectively). 

A  startling  revelation  from  our  poll:  With  but  one  exception,  the  bulk 
of  their  capital  spending  is  to  be  funded  internally.  Broader  surveys 
suggest  that  75%  of  planned  spending  will  be  funded  this  way. 

Obviously,  this  reflects  corporate  unwillingness  to  borrow  at  today's 
still  high  real  interest  rates  of  5%  to  6%,  but  there's  a  more  important 
message.  The  abominably  large  federal  deficit,  while  a  major  worry, 
has  less  significance  than  many  suppose.  The  improved  profits  flowing 
from  the  economic  recovery  and  the  belt-tightening  by  U.S.  industry 
mean  that,  as  far  as  the  vital  matter  of  new  capital  spending  is 
concerned,  crowding  out  is  not  going  to  be  a  crucial  issue. 
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The  Forbes  Index 


Forbes  Index 


12-month  close-up 


170 


Current  159.5 
Previous  157.7 
Percent  change  -1-1.2 

160  — 

Trickling  up.  The  Forbes  Index  moved  up  1.2%,  to  a  new 
high.  But  there  was  slippage  in  two  components:  new 
unemployment  claims  and  new  housing  starts,  which 
dropped  13.8%  from  the  previous  month. 

A  seasonal  construction  falloff  is  normal,  of  course.  The 
strength  of  the  housing  recovery  can  be  seen  by  the  fact 
that  the  latest  monthly  figures  are  some  25.6%  higher 
than  they  were  at  the  same  time  last  year.  The  0.4%  jump 


in  new  unemployment  claims,  by  contrast,  is  less  easy  to 
explain  away. 

The  best  news  comes  from  retail  sales.  They  were  up 
1.9%  from  the  previous  month  and  10.8%  from  the  same 
period  a  year  ago.  Industrial  production  gained  0.8%,  and 
consumer  installment  credit  rose  1.3%.  While  the  overall 
consumer  price  index  showed  a  monthly  rise  of  0.2%, 
personal  income  kept  pace  with  a  similar  rise. 


The  Forbes  Index  Components 


The  FORBES  Index  is  a  measure  of  U.S.  economic  activity 
composed  of  eight  equally  weighted  elements:  Total  in- 
dustrial production,  new  claims  for  unemployment  com- 
pensation, the  cost  of  services  relative  to  all  consumer 
prices,  the  level  of  new  orders  for  durable  goods  com- 
pared with  manufacturers'  inventories,  total  retail  sales, 
new  housing  starts,  personal  income,  total  consumer 
installment  credit. 

To  measure  these  eight  elements,  FORBES  monitors  ten 
series  of  U.S.  government  data.  The  last  13  months'  data 
for  each  series  is  presented  at  right. 
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Olds  Delta  88. 

It's  the  family  car  that  didn't 
forget  the  family. 


Need  room?  Here's  your  car.  Six  of 
you  can  stretch  out  and  relax  in  com- 
fort—even your  lanky  teenagers. 

Plenty  of  luxury,  too  . . .  like  full-foam 
seats  in  velour  fabrics,  and  fold  down 
arm  rest.  Plus  handsome  styling,  a  long 
list  of  standard  features,  and  Oldsmobile 
engineering. 

Best  of  all,  it's  priced  for  a  family.  It 
even  offers  small  car  economy  with  an 
available  V8  diesel.  35  est  highway,  [231 
EPA  est  mpgf  Or,  if  you  wish,  you  can 


choose  the  standard  V6  gas  or  available 
V8  gas  engine. 

Test  drive  the  new  Olds  Delta  88. 
You'll  discover  we  didn't  forget  a 
thing.  Especially  your  family. 

V8  diesel  not  available  in  California. 

*Use  the  estimated  mpg  for  comparison.  Your 
mileage  may  differ  depending  on  speed, 
distance,  weather.  Actual  highway  mileage 
lower.  Some  Oldsmobiles  are  equipped  with 
engines  produced  by  other  GM  divisions, 
subsidiaries  or  affiliated  companies  worldwide. 
See  your  dealer  for  details. 


If  you  askany  other 
computer  to  do  this, 
aUyoullget 

is  ablank  stare. 

Blessed  with  32-bit  technology  and  the  processing 
power  of  a  mid-range  mainframe,  Lisa™  from  Apple  is 
unquestionably  the  world's  most  powerful  personal  office 
computer. 

Now,  forget  we  said  that. 

And  concentrate  for  a  moment  on  a  few  of  the 
ways  this  extraordinary  machine  can  help  you  use  that 
"power"  to  do  things  never  before  possible. 

Lisa's  unique  integrated  software  is  a  whole 
workbench  of  powerful  business  tools  that  lets  you 
work  with  a  dozen  or  more  documents  simultaneously. 

For  example: 

If  you  handle  complex  projects  or  schedules, 
LisaProject  can  chart  the  "critical  path"  to  completion. 
And  automatically  recalculate  the  entire  project  based 
on  any  change  in  any  phase. 

On  the  same  screen,  you  can  bring  down  key  data 
from  an  IBM  mainframe  with  LisaTerminal.  Analyze  the 
costs  or  returns  involved  with  LisaCalc.Turn  that  analysis 
into  sophisticated  graphs  with  LisaGraph.  Include  the  key 
figures  in  a  report,  written  on  LisaWrite.  Use  LisaDraw  to 
customize  charts  and  diagrams  for  presentation.  And 
distribute  the  finished  document  to  selected  employees 
with  help  from  LisaList. 

Lisa's  graphic-oriented  screen  and  simple  "mouse" 
pointer  let  you  fly  from  program  to  program. "Cutting" 
information  from  one  program  and  "pasting"  it  into 
another,  with  the  click  of  a  button. 

One  more  click  prints  it  all  out. 

And  while  it's  still  printing,  you  can  go  to  work  on 
your  next  project. 

No  other  personal  office  system  can  do  all  that. 

And  taken  individually,  each  Lisa  application  is  a 
marvel  unto  itself. 

LisaProject,  for  example,  could  easily  become  the 
VisiCalc*of  the  mid-eighties.  Because  it  does  for  project 
management,  planning  and  scheduling  what  VisiCalc 
did  for  the  humble  spreadsheet. 

for  an  authorized  Apple  dealer  nearest  you  call  (800)  538-9696.  In  Canada,  cali  (800)  268-7796 


Soon  there'll  be  just  two  kinds  of  people. 
Those  who  use  computers  and 

those  who  use  Apples.  1  % 


Merrill  Lynch  Capital  Markets  Expertise: 

MERRILL  LYNCH  CAPITAL  MARKETS 


For  investment 
banking  expertise, 
you  need 
more  than  an 
investment  banker. 

In  today's  increasingly  complex 
capital  markets,  no  single  generalist 
investment  banker  can  adequately  serve 
all  your  diverse  financial  needs. 
Even  the  most  straightforward  situations  can  affect  different  companies  in 
different  ways,  and  may  call  for  widely  differing  approaches.  A  period  of  burgeoning 
growth,  for  example,  can  produce  an  influx  of  excess  cash  for  one  company,  but  a  great 
need  for  capital  by  another. 

However  your  company  is  affected,  there  are  often  multiple  solutions  that  can  be 
applied.  To  deal  with  a  shortage  of  capital,  you  might  follow  the  traditional  route  of 
issuing  more  securities.  Or— depending  on  the  circumstances— you  might  consider 
credit  real  estate  or  lease  financings,  a  subsidiary  leveraged  buyout,  R&D  partnerships 
or  even  a  spinoff. 

Only  by  offering  the  widest  range  of  alternatives  can  an  investment  banking 
firm  help  you  choose  the  best  one  for  your  unique  situation. 

And  that  is  the  particular  strength  of  Merrill  Lynch  Capital  Markets— our 
expertise  across  the  board. 

Because  we  have  specialists  in  perhaps  the  broadest  range  of  financial  services 
in  the  industry,  we  can  provide  an  unbiased  evaluation  of  every  approach  and  expertly 
execute  the  solution  that  is  best  for  you,  not  most  convenient  for  your  banker. 

All  of  our  specialists'  efforts  are  coordinated  by  relationship-oriented  invest- 
ment bankers,  problem  solvers  who  assure  you  superior  service  overall  as  well  as  in 
every  detail. 

Now,  more  than  ever,  Merrill  Lynch  Capital  Markets  is  the  one  investment 
banking  firm  to  deal  with  for  the  multitude  of  services  you  need. 


Merrill  Lynch  Capital  Markets 

Investment  banking 


EXPERTISE  ACROSS  THE  BOARD. 


Forbes 


Takts  out  there  somewhere,  sipping  Cana- 
dian Club,  maybe  on  his  yacht  in  the 
blue  Mediterranean.  At  General  Dynamics 
they  re  really  heartbroken. 


The  one 
that  got  away 


By  Allan  Dodds  Frank 


He  may  miss  the  20-room  mansion  in 
Massachusetts  or  the  waterside  condo 
in  Florida,  or  wife  Paulette,  or  Kilo  the 
killer  German  shepherd.  It  might  be 
lonely  out  there,  sailing  his  58-foot 


Hatteras  on  the  Mediterranean,  or 
hiding  in  Greece  with  only  the  mil- 
lions—some guess  $100  million,  but 
people  exaggerate — in  Swiss  banks  to 
keep  him  warm.  But  such  are  the  pen- 
alties for  stepping  over  the  line. 
The  fellow's  name  is  Taki  Veliotis. 


Back  in  St.  Louis  at  the  headquar- 
ters of  General  Dynamics,  they  still 
speak  fondly  of  him:  Panagiotis  Takis 
Veliotis,  who  shaped  up  the  ship- 
yards, whipped  old  Hyman  Rickover, 
booted  the  press,  kicked  the  workers, 
rolled  up  the  profits  so  well  that  GD, 
the  nation's  biggest  defense  contrac- 
tor, promoted  him  in  eight  years  to 
executive  vice  president  and  the 
board  of  directors. 

Even  now,  the  top  executives  at  GD 
hesitate  to  condemn  Taki.  "This  has 
been  a  horrifyingly,  terribly  disap- 
pointing thing  to  happen  to  a  person 
we  felt  highly  of,"  says  David  Lewis, 
the  GD  chairman.  "He  did  a  good  job 
for  the  company  the  whole  time  he 
was  there.  We  made  money  on  the 
shipyard." 

Unfortunately,  while  doing  well  for 
GD,  Taki,  they  say,  did  a  little  too 
well  for  himself.  There  are  charges  of 
shakedowns  and  kickbacks  on  the  ci- 
vilian work,  and  on  the  Navy's  sub- 
marines, too.  That  might  mean  over- 
charging or  shoddy  work.  Executives 
believed  to  be  his  bagmen  may  still 


LNG  tanker  Capricorn,  at  General  Dynamics'  Quincy  shipyard;  a  Veliotis  warning  to  the  staff 

"The  problems  of  gratuities  and  secondary  employment  are  recurrent  and  troublesome.' 
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hold  positions  at  GD.  Good  contrac- 
tors may  have  been  cut  out  because 
they  wouldn't  put  out  for  Taki.  No- 
body knows  or,  put  another  way,  the 
people  who  have  the  proof  aren't  vol- 
unteering anything.  "Now  that  this 
has  all  come  out,  we  are  getting  ru- 
mors— they  are  rumors — from  other 
potential  suppliers  that  maybe  the 
same  thing  was  happening  in  their 
case,  which  is  why  they  didn't  get  any 


Royal  Greek  Navy  in  World  War  II,  as 
well  as  an  engineer's  job  in  his  ship- 
owner father's  business,  all  before 
leaving  for  Canada  in  1953  at  age  26. 

There  he  rose  to  the  presidency  of 
Davie  Shipbuilding  Ltd.  Richard 
Lowery,  now  retired  in  Florida,  was 
vice  president  of  Canada  Steamship 
and  president  of  its  subsidiary  Davie 
when  he  hired  Veliotis  in  1953.  "We 
built  every  ship  for  less  than  we'd 


General  Dynamics  Chairman  David  Lewis 

He  heard  the  rumors  of  kickbacks  a  little  late. 


business,"  says  Lewis. 

This  is  the  story  of  Taki  and  Gener- 
al Dynamics,  at  least  as  much  as  can 
be  learned  from  documents  and  from 
talking  to  his  associates,  friends  and 
enemies. 

He  is  57  and  6  foot  3,  an  elegantly 
tailored  man  who  dominated  those 
around  him.  If  his  bearing  didn't  awe 
you,  his  temper  would.  Here  was  a 
cosmopolite  who  might  break  into 
French  to  speak  privately  to  his  loyal 
associates.  He  said  he  had  degrees 
from  three  Greek  universities,  offi- 
cer's rank  and  decorations  from  the 


built  the  one  before.  Every  year  he  ran 
the  yard,  we  made  money,"  says 
Lowery. 

He  was  hired  by  GD  in  1973  to  run 
its  shipyard  at  Quincy,  Mass.  and 
build  $1  billion  worth  of  giant  LNG 
tankers  for  Burmah  Oil.  Ogden  Engi- 
neering, a  small  Indiana  firm  and  sub- 
contractor for  the  tanker  work,  sued 
GD  two  years  later  for  nonpayment  of 
$342,235.  Forbes  has  been  told  that 
payment  had  been  withheld  by  Velio- 
tis to  try  forcing  Ogden's  owners  se- 
cretly to  turn  20%  of  the  company 
over  to  him.  After  GD  filed  a  $9.4 


million  countersuit  against  Ogden,  a 
company  with  less  than  $1  million  in 
sales  or  assets,  the  case  was  privately 
settled. 

The  Ogden  case  should  have  been  a 
warning  to  GD  management,  but  they 
seemingly  ignored  the  implications. 
Several  high-ranking  officials  from 
the  Burmah  side — those  most  familiar 
with  the  tanker  business — say  the 
ships  were  so  badly  built  under  Velio- 
tis that  major  reworking  was  done  in 
Japan.  Maintenance  was  costing  sev- 
eral million  dollars  per  year  per  ship, 
about  triple  GD's  original  estimates. 
These  officials  believe  that  construc- 
tion overcharges  may  have  been  in  the 
$100  million  area  and,  with  the  poor 
workmanship,  smack  of  10%  kick- 
backs to  the  Veliotis  team.  That  esti- 
mate might  be  high,  but  then  Taki  is 
gone  and  not  taking  calls. 

From  1973  to  1977  costs  for  nearly 
identical  ships  rose,  from  about  $98 
million,  to  $155  million.  Interesting- 
ly, Taki's  late  brother,  George,  was 
hired  for  Burmah  during  the  ship- 
building period  by  Elias  Kulukundis, 
then  a  ranking  Burmah  official  who 
dealt  with  GD  on  the  ships. 

How  could  Taki  skim  off  his  gravy? 
Specific  clues  surfaced  in  a  civil  suit 
filed  last  July  in  federal  court  in  Dela- 
ware by  the  trustee-in-bankruptcy  for 
Frigitemp — a  subcontractor  for  GD — 
and  also  in  a  17-count  indictment  re- 
turned by  a  federal  grand  jury  last 
September  in  New  York.  Frigitemp 
supplied  GD  with  insulation,  fittings 
and  furniture  for  ships.  Court  records 
show  that  from  1974  to  at  least  1979, 
Veliotis  and  his  assistant  at  GD,  an 
old  Canadian  associate,  James  Gilli- 
land,  aided  by  unnamed  others,  re- 
ceived at  least  $2.7  million  in  secret 
payments  from  Frigitemp.  Frigitemp 
Chairman  Gerald  Lee  pleaded  guilty 
to  a  conspriracy  to  bribe  and  revealed 
that  both  the  payments  to  Veliotis 
and  Gilliland  and  another  $2.3  mil- 
lion he  and  other  Frigitemp  execu- 
tives pocketed  came  from  overcharges 
to  GD.  Phony  subcontractors  were  set 
up  to  launder  payments  into  Swiss 
and  Cayman  Island  banks. 

What  does  Lewis  of  GD  recall  of 
those  LNG  tankers?  "We  made  a  lot 
of  money,"  he  says  fondly.  He  admits 
he  heard  rumors  in  1979  that  a  com- 
pany named  Frigitemp  kicked  back  to 
Veliotis,  and  says  he  then  ordered  the 
first  of  three  audits  at  Quincy.  "They 
scrubbed  that  place  from  one  end  to 
the  other  without  success,"  says  Lew- 
is of  the  first  five-month-long  audit. 
The  most  recent  is  still  under  way. 

That's  one  side.  There's  another, 
from  David  Berger,  a  Philadelphia 
lawyer  representing  the  Frigitemp 
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trustee  in  the  civil  suit  that  exposed 
the  scandal:  GD  deliberately  con- 
cealed Veliotis'  alleged  rakeoff,  and 
promoted  him  three  times  and  gave 
him  a  board  seat,  to  protect  its  giant 
defense  contracts  and  cost-overrun 
claims  then  being  negotiated  with  the 
U.S.  Navy.  There's  no  proof  yet  of 
that,  either. 

Taki  Veliotis  seemed  so  competent, 
it's  understandable  that  headquarters 
believed  in  him.  By  many  accounts  he 
was  a  very  smart  operator.  Admiral 
Rickover  frequently  accused  GD  of 
overcharging  and  shoddy  work.  Velio- 
tis simply  locked  the  admiral's  team 
out  of  the  yard.  He  later  turned  show- 
man and  dumped  steel  plates  on  the 
floor  at  a  congressional  hearing  in  an- 
swer to  Rickover's  charge  that  faulty 
steel  had  plagued  construction  of  nu- 
clear attack  submarines.  In  the  end  he 
flanked  the  Navy  career  officers  and 
persuaded  civilian  Navy  officials  to 
pay  General  Dynamics  $359  million 
in  claims  for  cost  overruns,  several 
hundred  million  more  than  Rickover 
believed  was  justified. 

One  Rickover  protege,  former  Vice 
Admiral  Joe  Williams  Jr.,  who  later 
worked  for  Veliotis  at  Electric  Boat  for 
three  years  and  now  manages  a  nucle- 
ar power  plant  in  Cincinnati,  says  Ve- 
liotis replaced  "the  blacksmith  ap- 
proach" to  submarine  construction 
with  modern  assembly  methods.  But 
Frigitemp  Chairman  Gerald  Lee  says 
there  were  kickbacks  on  nuclear  sub- 
marines, too. 

And  was  Taki  tough?  On  his  first 
day  as  manager  of  Electric  Boat  in 
1977,  he  fired  nearly  3,000  workers, 
10%  of  the  work  force,  a  move  creat- 
ing pressure  and  aimed  at  ensuring 
the  sub  contract  wasn't  taken  from 
GD.  Taki  bargained  so  hard  with  sup- 
pliers that  he  may  have  caused  his 
own  downfall  by  indirectly  triggering 
the  1979  bankruptcy  of  Frigitemp. 

"People  who  were  not  doing  a  very 
good  job  got  reamed  out,  and  some 
didn't  like  it,"  says  Lewis.  "He  did  a 
good  job  at  EB,  except  the  problems  of 
confrontation  sometimes  were  over- 
done with  the  Navy.  He  could  never 
understand  that  sometimes  custom- 
ers are  more  equal  than  suppliers." 

In  early  1982  Veliotis  told  GD  he 
had  been  asked  to  testify  about  possi- 
ble payoffs  by  Frigitemp  before  a 
grand  jury  in  New  York.  "Our  first 
question  was:  'Are  you  going  to  tes- 
tify?' And  he  said,  'Absolutely,  I  am 
eager  to  testify/  "  recalls  Lewis. 

But  in  May  Taki  told  Lewis  he  was 
tired,  not  feeling  well,  and  needed  to 
settle  his  mother's  estate  in  Greece. 
Veliotis  abruptly  retired.  Later  in  May 
he  sent  word  that  he  wasn't  testifying 


and  was  pleading  the  Fifth  Amend- 
ment. "That,  of  course,  was  a  devas- 
tating blow  to  us,"  says  Lewis. 

What  reason  did  Taki  have  to  solicit 
or  take  bribes?  His  1981  salary,  while 
not  princely,  was  $150,000  a  year,  and 
there  were  stock  options  and  perks 
worth  more  than  $100,000  a  year.  He 
was  once  the  second-largest  individ- 
ual shareholder  in  Multibank  Finan- 
cial Corp.,  a  six-bank  holding  corn- 


guilty  and  is  in  a  Manhattan  jail  wait- 
ing to  testify  in  the  March  trial  of 
former  Frigitemp  Vice  President 
George  Davis  and  James  Gilliland — 
and  Veliotis,  if  he  returns.  Veliotis' 
former  aide,  Gilliland,  ran  but  was 
caught  by  Scotland  Yard  in  England  in 
November  and  is  expected  to  be  extra- 
dited. But  the  betting  is  that  Veliotis, 
who  has  U.S.,  Canadian  and  Greek 
passports,  will  never  return  to  stand 


Former  GD  Executive  Vice  President  and  Director  Panagiotis  Takis  Veliotis 
"Absolutely,  I  am  eager  to  testify,"  he  said,  and  quickly  fled  the  country. 


pany  that  owned  South  Shore  Bank  in 
Quincy. 

"It  doesn't  make  any  sense  to  me. 
He  didn't  need  the  money.  I  got  the 
impression  there  was  money  in  the 
family,"  Admiral  Williams  says.  But 
Taki  actually  said  little  of  his  back- 
ground, and  associates  only  remem- 
ber that  he  always  acted  as  if  he  had 
money.  His  only  amusement  seemed 
to  be  sailing  the  Paulette  II  (his  yacht 
named  after  his  second  wife)  and  nurs- 
ing a  Canadian  Club  or  white  wine. 

Today  Taki  is  a  fugitive.  Lee,  the 
Frigitemp    chairman,    has  pleaded 


trial,  or  tell  his  story. 

Says  a  man  who  knew  Taki  for 
nearly  20  years:  "He  can't  understand 
that  some  people  are  honest." 

Says  General  Dynamics  CEO  Lew- 
is: "If  somebody  is  determined  to 
steal,  he  is  going  to  do  it." 

And  Rickover?  The  curmudgeon  is 
firmly  convinced  the  scandal  could 
and  should  have  been  caught  earlier: 
"Even  icebergs  can  be  melted  down  if 
you  get  into  hot  water,"  he  says.  But 
Taki  was  putting  on  such  a  good  show 
that  nobody  ever  thought  of  applying 
the  hot  water.  ■ 
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Wall  Street  tried  to  pull  off  one  of  the 
greatest  tax-exempt  ripoffs  of  all  time.  But 
then  it  got  too  greedy. 


Guam  throttles 
golden  goose 


10.25%  tax-frees  through  Kidder,  Pea- 
body,  with  a  Dec.  28  closing. 

It  was  so  attractive  that  within 
weeks  the  offering  was  increased  to 
$850  million  and  was  completely 
sold.  That's  $8,095  in  debt  for  every 
man,  woman  and  child  on  the  island. 
It  ties  the  Guam  authority  with  the 
Washington  Public  Power  Supply  Sys- 


By  Ben  Weber-man 


T|  he  tax-exempt  bond  industry, 
with  the  connivance  of  oppor- 
tunistic politicians  in  U.S.  terri- 
torial possessions,  has  been  quietly 
engineering  a  giant  ripoff  of  the  U.S. 
taxpayer.  Some  big  municipal  bond 
houses  would  extract  millions  of  dol- 
lars in  fees,  and  U.S.  possessions 
like  Puerto  Rico  and  Guam 
would  reap  millions  in  interest 
arbitrage  windfalls.  For  needed 
public  works,  perhaps?  No,  for 
speculation. 

The  scam  is  simplicity  itself. 
Here's  how  it  worked  in  Puerto 
Rico,  which  pioneered  the  idea 
under  the  leadership  of  Merrill 
Lynch  Capital  Markets.  Last 
Dec.  5  the  Government  Devel- 
opment Bank  of  Puerto  Rico 
sold  $450  million  worth  of  10% 
tax-free  bonds  due  in  2013, 
backed  by  Treasury  issues  pay- 
ing Puerto  Rico  an  average  1 1  % 
yield  on  its  investment. 

Nice  deal.  Puerto  Rico  pock- 
ets 1%  a  year  in  interest  arbi- 
trage over  the  next  30  years. 
Merrill  Lynch  gets  $9  million  in 
commissions  and  fees.  Lawyers, 
financial  printers  and  other 
hangers-on  also  get  a  slice  of  the 
ample  pie. 

Who   pays?    Who   do  you 
think?  The  public  pays,  because 
the  sting  reduces  federal  rev- 
enues and  thus  increases  the  federal 
deficit. 

If  Puerto  Rico  could  do  it,  why  not 
some  of  the  other  U.S.  possessions? 
Comes  the  tiny  island  of  Guam  (pop. 
105,000).  In  early  December  the 
Guam  Economic  Development  Au- 
thority let  the  word  spread  that  it 
would  sell  $250  million  of  30-year, 


 :  


tern  for  the  third-largest  tax-exempt 
bond  issue  in  history. 

Even  as  Guam  made  its  announce- 
ment, the  Virgin  Islands  was  prepar- 
ing its  own  issue,  and  Puerto  Rico  was 
coming  up  with  two  more,  totaling 
more  than  $600  million. 

But  Guam  may  have  been  the 
last  straw.  On  Dec.  20  the  Treasury 


Department  asked  the  House  Ways 
&  Means  Committee  to  advance  to 
that  date,  from  Dec.  31,  the  effec- 
tive date  of  previously  proposed  leg- 
islation that  would  outlaw  such 
cynical  arbitrage  by  U.S.  posses- 
sions. Laws  already  limit  domestic 
state  and  local  governments  to  an 
arbitrage  profit  on  their  tax-free  is- 
sues of  0.125%  per  year.  Thus  far 
U.S.  territories  and  possessions 
have  been  free  to  do  what  they 
please — a  loophole  that  Wall  Street 
was  not  long  in  exploiting. 

The  Treasury  announcement  might 
have  queered  the  Guam  deal.  Kidder, 
Peabody  has  already  sold  the  bonds. 
That  proposal  caused  it  to  suspend 
trading — but  not  to  delay  settlement 
of  the  purchases.  The  matter  rest- 
ed there. 

The  whole  thing  started  with  Ian 
Fisher,  an  alert  vice  president  at  Mer- 
rill Lynch  Capital  Markets,  who 
worked  up  the  Puerto  Rico  offering. 
Forbes  asked  Fisher  if  the  underwrit- 
ing concession — more  than  $20  a 
bond — was  not  overly  generous,  par- 
ticularly for  bonds  of  that  high  qual- 
ity. "That's  a  matter  of  opinion,"  re- 
plied Fisher.  The  usual  conces- 
sion on  Treasury-backed 
tax-frees  is  $5  to  $7.50  per  bond. 

Fisher  denies  that  arbitrage 
was  the  goal  of  the  transaction, 
claiming  that  the  Puerto  Rican 
agency  needed  the  money  for 
future  uses.  But  the  "use  of 
funds"  statement  in  the  offering 
circular  is  vague  as  to  what  ex- 
actly these  are.  In  the  proposed 
Guam  offering,  the  circular  was 
even  more  obscure,  simply  say- 
ing that  the  issuing  authority  is 
supposed  to  "assist  in  the  im- 
plementation of  an  integrated 
program  for  the  economic  de- 
velopment of  the  territory." 

Kidder  is  understandably 
miffed  at  the  delays.  It  and  other 
firms  and  suppliers  stood  to 
make  $20  million  from  the  deal. 
Guam  gets  $50  million.  The 
sales  commission  alone  ranges 
to  $15  per  $1,000.  Commissions 
like  that  are  not  out  of  line  with 
industry  standards  for  a  hard-to- 
push  bond — but  for  one  backed 
by  U.S.  government  bonds? 
Guam  officials  also  are  unhappy  at 
loss  of  the  prospective  arbitrage  prof- 
its. "Guam  gets  kicked,"  said  George 
Eustaquio,  administrative  assistant  to 
congressional  delegate  Antonio  Borja 
Won  Pat,  "every  time  it  tries  to  be 
self-reliant." 

Some  self-reliance.  At  the  public's 
expense.  ■ 
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Several  states  have  found  a  winning 
number  in  the  lottery — winning  enough  to 
give  taxpayers  a  bit  of  help.  The  big  ques- 
tion is  how  long  the  roll  will  last. 

The  crying 
of  lot  '84 


By  Richard  P  ha  Ion 

T|he  state  lottery — low  tech, 
nonbiogenetic — has  to  be  one  of 
the  hottest  growth  industries 
around.  There  are  17  states  in  the 
game  now,  including  such  compara- 
tively recent  launches  as  Arizona, 
Colorado  and  Washington  (plus  the 
District  of  Columbia).  Others  are  in 
the  wings,  all  adrenaline,  lusting  after 


what  has  proved  the  biggest  bonanza 
to  hit  some  of  the  statehouses  since 
the  invention  of  the  "lulu" — the  "in 
lieu  of"  money  doled  out  to  commit- 
tee chairmen  and  the  like  in  addition 
to  their  regular  salaries. 

State  lottery  machines  last  year 
swallowed  a  gross  of  $5  billion — a  fat 
25%  over  1982 — on  such  standards  as 
three-  and  four-digit  "pick-it"  games 
and  Lotto.  The  New  Jersey  gross  was 


Out  on  the  street 


up  34% .  Pennsylvania  expects  to  take 
in  $1  billion  for  the  first  time.  And 
New  York  lottery  director  John  D. 
Quinn  took  up  the  tag  line  "a  million 
dollars  a  day"  for  the  net  his  sales 
agents  and  computer  terminals  are 
generating  for  the  Empire  State. 

It's  all  one  more  example  of  how 
incredibly  elastic  the  gambling  dollar 
is.  Recession  in  the  form  of  steel  and 
auto  cutbacks  hit  hard  in  such  states 
as  Ohio  and  Michigan  without  put- 
ting a  dent  in  the  lottery  fender.  In- 
deed, high  unemployment  rates  may 
even  have  helped.  "It's  a  beacon  of 
hope  to  those  who  play,"  says  Thom- 
as Chema,  executive  director  of  the 
Ohio  Lottery  Commission.  "One  very 
small  investment  may  change  their 
lives." 

The  get-rich-quick  psychology  has 
been  fed  by  such  shrewd  promotional 
ploys  as  the  coming  of  the  megabuck 
jackpots — a  record  $11.1  million  ac- 
cumulated in  New  Jersey's  Pick-6 
Lotto  a  year  ago,  beaten  only  by  the 
$18.1  million  drawing  recently  rolled 
up  in  Pennsylvania. 

On  the  odds  alone,  nevertheless, 
the  lottery  in  all  its  forms  is  a  sucker's 
game,  with  a  risk-reward  ratio  far 


One  of  the  ironies  of  the  factory  layoffs  in  the  Mid- 
west is  that  they  may  have  pushed  sizable  amounts 
of  cash  out  of  illegal,  often  mob-run  numbers  games 
into  the  legit  channels  of  the  state  lotteries.  With  their 
customary  in-factory  collection  routes  considerably 
thinned,  numbers  runners  had  a  hard  time  keeping  in 
touch  with  their  now  scattered  clients.  The  clients  had 
nowhere  to  go  but  straight. 

Not  so  on  the  streets  of  New 
York  where,  says  William  Fortune, 
deputy  inspector  of  the  Police  De- 
partment's Public  Morals  Divi- 
sion, the  game  flourishes  still.  It 
does  so  by  having  such  attractive 
advantages  over  the  state  lottery: 
The  payoff  on  a  three-digit 
number,  600-toT,  is  considerably 
higher  than  that  of  the  legit  game. 
Good  customers  can  often  operate 
on  credit  and,  most  important  of 
all,  the  winnings  in  the  invisible 
economy  are  tax-free. 

One  of  the  most  visible  indica- 
tions of  how  much  cash  a  well-run 
numbers  route  can  generate  came 
in  Jersey  City  a  couple  of  decades 
ago  when  the  late  "Numbers  King" 
Joseph  (Newsboy)  Moriarty  left, 
perhaps  absentmindedly,  some 
$2.4  million  in  small  bills  in  the 


Numbers  king  Moriarty  (  top  )  and  police 
displaying  his  $2.4  million  cache 


back  of  an  apparently  abandoned  1947  Plymouth  while 
doing  a  short  stretch  in  prison  for  public  gambling. 
Workmen  doing  repairs  in  the  ancient  garage  in  which 
the  car  was  stored  stumbled  on  Moriarty's  cache. 

Like  Moriarty,  who  was  well  known  throughout 
Hudson  County,  New  York  numbers  operators  pride 
themselves  on  the  personal  touch.  Many  numbers 
spots  have  free  coffee  and  dough- 
nuts on  tap.  For  the  big  players, 
Christmas  often  brings  a  free  tur- 
key. The  upper-crust  operators  of 
the  game  are  open  to  felony 
charges  if  they  get  caught  with 
$500  or  more  in  their  hands,  but  in 
most  such  cases,  says  Fortune,  the 
charge  usually  gets  knocked  down 
to  a  misdemeanor  carrying  a  fine 
that  is  "a  slap  on  the  wrist." 

A  lot  of  illegal  numbers  money 
surely  gets  funneled  into  other 
rackets — drugs,  for  instance.  The 
public  morals  squad  has  a  man- 
power count  of  180,  not  nearly 
enough  to  make  much  of  a  dent  in 
the  business.  Further,  says  For- 
tune, the  PMD  has  too  many  other 
"heavier  things"  to  concentrate 
on,  including  prostitution,  loan- 
sharking,  alcohol  license  viola- 
tions and  pedophilia. — R.P. 
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New  York  Lotto  buffs  line  up  to  play, 
in  all  its  forms,  a  sucker's  game. 


worse  than  horse  racing,  casino  gam- 
bling and  maybe  even  the  new-issues 
market.  On  most  three-digit  games, 
for  example,  based  on  the  old  street 
game  of  picking  three  randomly  cho- 
sen numbers  on  the  head  (see  box,  p. 
35),  the  odds  against  a  hit  are  about 
1,000  to  1.  The  payoff  is  around  $500. 
Paying  $1,000  to  win  $500  is  hardly 
the  way  to  get  rich  quick.  The  odds  on 
winning  $10,000  on  a  $1  instant 
game,  according  to  Richard  Newell, 
vice  president  of  Scientific  Games, 
Inc.,  are  about  240,000  to  1.  Those  on 
cracking  a  jackpot  can  be  as  much  as 
3.5  million  to  1. 

The  bulk  of  the  individual  prizes 
are  centered  in  the  free-ticket,  $2,  $5 
and  $10  range.  That's  enough  carrot  to 
keep  the  repeat  business  coming  back 
for  more,  but  not  exactly  a  giveaway. 
New  Jersey's  distribution  is  typical. 
About  50%  of  its  gross  goes  out  in 
prizes;  some  6%  goes  to  agents  and 
computer  system  contractors;  and 
about  1.4%  is  earmarked  for  overhead 
and  promotion. 

For  the  states,  it's  a  good  thing.  Just 
under  43  cents  of  every  dollar  New 
Jersey  takes  in  goes  to  education  and 
other  institutions.  Without  the  lot- 
tery, its  6%  sales  tax  might  be  at  least 
a  point  higher.  In  New  York,  accord- 
ing to  John  Quinn,  the  lottery  now 
covers  more  than  6  cents  out  of  every 
dollar  the  state  puts  into  education. 

Many  nonetheless  argue  that  the 
lottery  as  a  money-raising  tool  is  "re- 
gressive"— i.e.,  a  tax  on  the  poor, 
thought  to  be  the  game's  biggest  play- 
ers. It's  a  very  sensitive  question  in 
the  business.  Statistics  put  together 
by  Scientific  Games  suggest  that  the 
three-digit  game,  which  contributes 
60%  or  more  of  total  play  in  some 
states,  is  heavily  supported  by  lower- 
income,  relatively  unskilled  workers, 
mainly  from  minority  groups.  Instant 


games  and  Lotto  of  many  varieties 
(pick  6  numbers  out  of  40  or  44,  for 
example),  on  the  other  hand,  seem  to 
draw  most  of  their  action  from  higher- 
income,  higher-skilled  groups. 

Sociology  aside,  a  deep  question 
springs  from  publicly  approved, gam- 
bling— what  is  its  effect  on  a  savings 
rate  now  one  of  the  lowest  in  the 
world?  Says  George  Stemlieb,  director 
of  the  Center  for  Urban  Policy  Re- 
search at  Rutgers  University:  "I  don't 
think  there's  complete  comprehen- 
sion that  this  emphasis  on  the  hand  of 
God  reaching  down  and  suddenly 
you're  rich,  makes  a  mockery  of  the 
guy  who  goes  to  the  bank  at  the  end  of 
every  work  week  and  puts  his  $20  a 
week  in  the  bank." 

But  not  even  the  most  aggressive 
lottery  state  sees  the  "pick  'em"  ap- 
proach as  an  eternal  cure-all.  "We 
can't  continue  growing  like  this  for- 
ever," says  New  York's  John  Quinn. 
"At  some  point  in  the  next  couple  of 
years,  we're  going  to  plateau." 

A  more  immediate  problem  is  that 
a  high  proportion  of  the  lottery  devo- 


By  Barbara  Rudolph 

F|  our  years  ago  Bantam 
Books,  the  nation's  largest  pa- 
perback publisher,  paid  $3.2 
million  for  the  paperback  rights  to 
Princess  Daisy  by  Judith  Krantz.  Sev- 
eral publishers  stayed  up  half  the 
night  bidding  in  a  telephone  auction, 
and  the  New  York  Times  made  Ban- 
tam's winning  offer  front-page  news. 
No  one  had  ever  paid  that  much 
money  for  a  book  before. 

But  Daisy  failed  to  bloom  brightly. 
"After  the  TV  show  [a  recent  mini- 
series  based  on  Krantz'  novel]  we  are 
probably  in  the  black,"  says  Jack  Ro- 
manos,  Bantam's  publisher.  He's  try- 


tees,  like  horse  race  bettors  (Forbes, 
Jan.  17,  1983),  are  on  the  long  side  of 
45.  So  far  the  states  have  prospered 
because  they  have  been  ingenious  in 
coming  up  with  new  games  that  seem 
to  attract  new  layers  of  fans  who  keep 
storming  the  candy  stores,  liquor 
stores  and  other  lottery  sales  outlets 
with  their  quarters  and  dollars  at 
the  ready. 

Where  is  the  next — and  possibly 
younger  and  more  upwardly  mobile — 
clientele  to  come  from?  The  answer 
on  almost  everyone's  lips  is  the  video 
lottery,  a  natural  for  a  generation 
weaned  on  Pac-Man  and  its  vari- 
ations. The  technology  is  there,  all 
right,  but  so  is  the  opposition.  Arcade 
owners,  for  example,  would  not  like 
to  see  their  turf  invaded  by  any  of 
those  hostile  spaceships  from  lottery 
agencies.  There  are  legal  problems  to 
surmount,  too,  and  so  for  the  moment 
at  least,  pragmatists  like  John  Quinn 
and  his  fellow  lottery  directors  are 
following  the  oldest  rule  in  the  man- 
agement rule  book:  Don't  monkey 
with  a  winning  formula.  ■ 


ing  to  make  the  best  of  a  bad  situa- 
tion. With  nearly  5  million  copies  in 
print,  the  book  sold  well.  But  by  pay- 
ing Krantz  too  much,  Bantam  spoiled 
an  opportunity  to  make  real  money. 

It  won't  happen  again — to  Bantam 
or  any  other  paperback  house.  Part  of 
the  industry's  problem  is  sales:  A  top- 
of-the-charts  success  used  to  be  good 
for  4  million  copies.  Today  it's  good 
for  half  that.  Bantam,  Avon,  and 
Warner  once  offered  $1  million  al- 
most routinely  to  reprint  a  hardcover 
bestseller,  but  they  now  rarely  pay 
over  $500,000. 

Why  has  the  market  softened? 
There  are  more  bookstores  than  ever, 
many  of  them  branches  of  large  na- 


There  are  not  so  many  three-martini  lunch- 
es in  paperback  publishing  these  days. 


Back 
to  earth 
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tional  chains,  like  B.  Dalton  and  Wal- 
den  Book  Co.  (Forbes,  Jan.  18,  1982). 
The  problem  is  price.  A  bestselling 
potboiler  that  sold  for  95  cents  in 
1967  and  $1.95  in  1978  can  cost  $4.50 
today.  That  is  an  increase  80%  greater 
than  the  overall  inflation  rate. 

Then  there  is  the  supertight  inven- 
tory control  at  today's  cost-conscious 
bookstores.  What  doesn't  sell  gets  re- 
turned. The  shelf  life  of  a  new  paper- 
back has  shrunk,  from  two  months  to 
three  weeks  at  a  chain,  from  three 


months  to  six  weeks  elsewhere. 

To  succeed  in  this  new  environ- 
ment, some  paperback  houses  are 
starting  to  publish  hardcover  books. 
Bantam  will  publish  20  to  24  hard- 
cover titles  in  1984,  up  from  only  1  in 
1980.  Publishers  have  also  been  in- 
creasing their  output  of  original  pa- 
perbacks, works  that  appear  for  the 
first  time  in  softcover.  At  Warner 
more  than  50%  of  all  new  titles  are 
now  originals.  That  figure  was  30% 
three  years  ago. 

A  paperback  book  costs  only  about 
30  cents  to  manufacture,  even  when  it 
sells  for  $4.50.  Which  means  a  paper- 
back that  sells  well  makes  piles  of 
money.  That's  why  superstar  authors 
like  fames  Michener  or  Sidney  Shel- 
don haven't  been  hurt.  They  still 
mean  guaranteed  profits.  A  few 
months  ago,  for  example,  paperback 
rights  to  August,  a  hardcover  bestseller 
by  Judith  Rossner — the  woman  who 
wrote  Looking  for  Mr.  Goodbar — were 
sold  for  nearly  $1.2  million. 

But  for  authors  short  of  the  super- 
star category,  advances  are  way  down. 
And  so  are  the  fancy  lunches  publish- 
ers and  writers  used  to  treat  each  oth- 
er to.  The  public  has  simply  decided  it 
won't  pay  $4.50  for  a  30-cent  product 
unless  it  really  wants  it.  Is  that  so 
surprising?  ■ 


Bernie  Cornfeld  oflOS  notoriety  is  living  it 
up  in  Beverly  Hills  and  talking  about  a 
business  comeback. 

Do  you 
sincerely  want 
to  make  out? 


By  Richard  L.  Stern 


T|  He  Beverly  Hills  crowd  gath- 
ers near  a  stone  fireplace  in  a 
wood-paneled  living  room  of  ba- 
ronial size.  Hanging  on  the  walls  are 
17th-  and  18th-century  portraits  of 
stiffly  posed  English  noblemen.  The 
room  is  also  decorated  with  some  of 
the  most  beautiful  women  this 
Forbes  reporter  has  ever  seen.  One  of 
the  apparent  guests,  a  tall,  emaciated- 
looking  man  in  constant  motion, 
pauses  to  fluff  his  hair  in  front  of  a 
mirror  and  babbles  that  he's  "the 
greatest  hustler  in  the  world,"  serving 
the  "stars"  and  the  millionaire, 
Gucci-shod,  Rodeo  Drive  set.  "Doc- 
tor, doctor,"  he  shouts  to  an  over- 
weight surgeon  nearby,  "don't  I  sup- 
ply the  greatest  women  in  the  world?" 

A  set  for  a  fancy  porno  flick?  It  only 
looks  that  way.  Actually,  it's  the  40- 
room  pad  inhabited  by  that  onetime 
financier,  onetime  jailbird,  alltime 
salesman,  Bernard  Cornfeld.  Now  al- 
most forgotten  at  56,  Cornfeld  was 
one  of  the  world's  best-known  finan- 
cial figures  in  the  1960s.  Forbes,  how- 
ever, is  not  the  only  media  representa- 
tive present  at  the  latest  spectacle.  A 
film  crew  from  cable  TV's  Home  Box 
Office  is  filming  Bernie's  bachelor  pad 
for  a  feature  called  The  Great  Pleasure 
Hunt.  The  HBO  cameras  will  linger 
lovingly  in  Cornfeld's  bedroom  with 
its  red  velvet  walls,  its  gilt,  its  four- 
poster  bed  and  mirrored  ceiling  (from 
which  Bernie  emerges  one  morning  to 
announce  he  has  spent  the  night  with 
one  of  the  greatest  "sex  machines"  he 
has  ever  encountered). 

The  conversation  at  party  time  is 
classic  southern  California.  An  over- 
night guest  with  a  pet  cockatoo  that 
sits  on  his  shoulder,  even  in  the  show- 
er, describes  a  visit  to  the  guru  Bhag- 


wan  Rajneesh  in  Oregon.  Bernie  looks 
bored.  Small  talk  is  not  his  thing. 

But  another  guest,  his  hair  bleached 
almost  white  from  the  Hawaiian  sun, 
talks  of  the  health  benefit  of  "pollen 
seeds"  sprinkled  over  his  breakfast. 
Now  Bernie  is  interested.  He's  on  a 
health  food  kick  and  hasn't  eaten  red 
meat  in  years. 

Mutual  funds?  High  finance?  All 
that  is  in  the  past.  Bernie  says  he  soon 
will  be  peddling  health  and  physical 
well-being  the  way  he  once  pushed 
capital  gains  and  tax  avoidance.  He 
says  he  plans  putting  together  a  sales 
force  of  mostly  housewives  managed 
by  some  of  the  old  IOS  crowd.  He  will 
start  with  a  major  "presence"  in  the 
U.S.  and  move  into  the  U.K.,  West 
Germany  and  France.  "With  a  sales 
force  you  can  do  almost  anything,"  he 
says.  "At  any  given  time  there  are  85 
million  Americans  on  diets." 

What  has  all  this  to  do  with  all  those 
long-legged  beauties  on  display  in  Ber- 
nie's house?  Quite  a  lot,  but  we  will  get 
to  that  later.  First  we  have  to  explain 
that  Bemie  is  to  become  chairman  of  a 
troubled  over-the-counter  startup 
called  Orthomolecular  Nutrition  In- 
stitute, Inc.  He  will  merge  into  it  his 
new  private  company,  which  has  been 
developing  "tasty"  health  foods  and 
vitamins.  If  all  goes  the  way  Bernie 
hopes,  some  housewife  will  knock  on 
your  door  this  year  with  a  spiel  pre- 
pared and  honed  by  the  master  huck- 
ster, Bernie  Cornfeld. 

When  you  come  to  the  door,  this 
saleslady  may  give  you  an  appraising 
look  that  kind  of  says:  Aren't  you 
getting  a  bit  flabby?  After  all,  notes 
Bernie,  one  of  the  world's  greatest 
salesmen,  "All  we've  really  got  on 
this  earth  is  our  bodies." 

Which  brings  us  to  the  girls  ai  the 
mansion.  Why  do  people  want  to  stay 


FORBES,  JANUARY  16,  1984 


37 


in  good  shape?  In  part  to  be  attractive 
to  and  successful  with  the  opposite 
sex.  Bernie  plans  to  include  in  his 
product  line  liberal  lacings  of  zinc  and 
magnesium,  minerals  men  lose  in 
ejaculation.  Bernie  turns  confidential. 
Why  did  he  become  interested  in  diet? 
"I  want  to  continue  to  have  sex  into 
my  60s,  70s  and  80s  the  way  I  still 
have  sex  in  my  50s." 

He  was  famous  once  for  challenging 
his  salesmen  with:  "Do  you  sincerely 
want  to  be  rich?"  An  acquaintance 
quips:  "Now  it's  'Do  you  sincerely 
want  to  get  laid?'  " 

What  Bernie  seems  to  have  in  mind 
is  the  creation  of  a  kind  of  health 
conglomerate.  Not  just  food,  but  spas, 
cooking  courses  and  exercise  classes. 
His  sales  force  will  try  persuading 
prospects  to  sign  up  for  tests  to  identi- 
fy what's  gone  wrong  in  that  too-mas- 
sive flab  you  call  a  body:  metabolic 
tests,  atomic  absorption  tests,  tests 
that  will  determine  the  mineral  con- 
tent of  your  hair.  They  will  cost  about 
$150.  Then  there  will  be  a  package  of 
prescribed  foods:  From  Fund  of  Funds 


to  Food  of  Foods  in  13  years.  Every- 
thing you  need:  packaged  diet  candy, 
breakfast  foods,  dinner  pastas  and  a 
liquid  diet  food. 

Also  vitamins.  For  women,  extra 
iron,  lost  during  menstruation.  The 
pills,  says  Bernie,  also  help  lessen 
menstrual  cramps.  For  men, '  they 
promise  extra  virility. 

The  food  package  will  cost  $140  for 
the  starter'kit  and  $80  a  month  after 
that.  Want  still  more?  How  about  one 
of  Bernie's  own  health  spas?  Besides  a 
small  one  in  San  Diego  and  his  French 
castle,  which  he  plans  to  convert,  Ber- 
nie says  he  is  negotiating  for  a  resort 
hotel  in  the  Bahamas.  It  would  have 
plastic  surgeons  to  make  you  more 
beautiful  on  the  outside  while  you're 
perfecting  your  inside.  Cost  of  a 
week's  stay  will  run  $800  to  $1,500, 
not  including  surgery. 

To  add  conviction  to  the  whole 
thing,  he  says  his  advisers  may  in- 
clude nutritionists  and  such  living  ex- 
amples of  health  as  actor  George 
Hamilton;  Beverly  Sassoon,  former 
wife  of  Vidal;  and  football  star  Jim 


Bernard  Corn/eld  in  bis  living  room 
From  Fund  of  Funds  to  Food  of  Foods. 


Brown.  To  help  finance  all  this,  Bernie 
says  he  plans  a  secondary  offering  of 
Orthomolecular  stock. 

Why  is  Bernie  bothering?  Why  is 
the  old  fire  horse  straining  at  yet  an- 
other promotion?  He  is  said  to  have 
departed  IOS  with  about  $15  million, 
but  you  can't  live  long  the  way  Bernie 
does  on  the  income  from  that  (he 
owns  houses  in  London  and  Paris).  So, 
he  probably  can  use  the  money.  Then, 
too,  he  seems  to  be  lonely  and  restless 
amid  all  the  sex  and  tinsel.  It's  as  if 
this  self-made  boy  born  in  Istanbul 
and  bred  in  Brooklyn,  N.Y.  isn't  en- 
tirely at  home  with  a  purely  self-in- 
dulgent life. 

Bernie  says  he  has  a  "mission"  to 
bring  health  to  the  world,  just  as  IOS 
brought  investment  opportunity  and 
the  benefits  of  capitalism.  Some  mis- 
sion. Investors  all  around  the  world 
lost  hundreds  of  millions  of  dollars 
when  his  Investors  Overseas  Services 
collapsed  in  the  early  Seventies. 

Of  course,  Cornfeld  was  gone  before 
the  collapse.  The  former  school- 
teacher and  master  salesman  built  a 
worldwide  mutual  fund  empire  from 
nothing  to  assets  of  $3  billion  before 
he  was  thrown  out  by  his  board  in 
1970.  The  decaying  empire  fell  under 
the  control  of  swindler  Robert  Vesco, 
who  looted  it  of  somewhere  between 
$250  million  and  $1  billion  before  be- 
coming a  fugitive  in  1972. 

After  being  booted  out  of  IOS,  Corn- 
feld spent  1 1  months  in  a  Swiss  jail 
before  being  acquitted  of  the  charges 
against  him.  He  was  later  arrested  and 
fined  in  the  U.S.  for  using  a  blue  box, 
one  of  those  devices  that  gets  around 
telephone  billing  equipment.  Later 
there  were  announcements  of  a  real 
estate  empire  and  a  new  career  as  a 
major  producer  of  movies,  but  noth- 
ing much  came  of  them.  The  luxury 
remains,  but  the  glory  has  gone. 

By  the  way,  Bernie,  if  you  are  such 
an  ardent  believer  in  keeping  in  shape, 
how  come  you  have  that  paunch  at 
56?  We  couldn't  resist  asking.  He 
claims  he's  about  to  go  on  a  strict 
regimen  of  dieting  and  exercise,  but 
his  eyes  light  up  when  you  ask  wheth- 
er he  misses  Manhattan's  calorific 
Jewish  food. 

Those  old  portraits  kind  of  sum  it 
all  up,  the  paintings  that,  along  with 
the  beautiful  women,  grace  Bernie's 
walls.  He  refers  to  these  ancient  En- 
glish aristocrats  hanging  on  his  wall 
as  "Uncle  Hymie"  and  "Cousin 
Max."  It's  his  way  of  thumbing  his 
nose  at  an  establishment  he  once  de- 
fied and  bested.  But  there's  something 
enervated  about  Cornfeld  now.  The 
defiance,  bluster  and  big  talk  remain. 
But  the  fire  seems  burned  out.  ■ 
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WELCOME  TO 
THE  DISTRICT  OF 
COLUMBIA. 


It  could  be  Wall  Street  tracking 
the  ten  most  traded . .  .Detroit  fore- 
casting automotive  sales  trends . . . 
the  boardroom  analyzing  cash  flow 
requirements. 

The  District  of  Columbia  could 
be  anywhere  from  the  production 
line  to  the  bottom  line,  because 
Columbia  is  the  personal  computer 
designed  for  results. 

In  business  and  professional 
applications,  compatibility  is  critical. 
That's  why  Columbia  computers 
are  the  most  compatible  on  the  mar- 
ket today.  Truly  compatible  with 
the  software  designed  by  IBM  or 
for  IBM.  Compatible  with  IBM 
PC's  and  compatible  with  each 
other.  And  Columbia  uses  both  the 
MS-DOS K  and  CP/M-86K  oper- 
ating systems  to  give  you  access  to 
the  widest  possible  range  of  appli- 
cations software. 

Business  needs  flexibility.  That's 
why  Columbia  offers  three  models; 
the  VP  Portable  for  when  you're  on 
the  move,  or  the  MPC  Desktops  for 
when  you're  not,  in  your  choice  of 
dual  floppy  disk  or  hard  disk  drive. 

Business  appreciates  value.  That's 
why  Columbia  personal  computers 
are  aggressively  priced,  and  every 
one  comes  complete  with  an  exten- 
sive library  of  software.  No  extra  cost. 

The  District  of  Columbia.  It's  the 
place  to  be  if  your  place  is  in  busi- 
ness. See  the  Authorized  Columbia 
Dealer  who's  right  in  your  district 
or  write  us  at  9150  Rumsey  Road, 
Columbia.  MD  21045. 


IBM  and  IBM  PC  are  registered  trademarks  of 
International  Business  Machines  CP/M-86  is  a 
registered  trademark  of  Digital  Research.  Inc 
MS-DOS  is  a  registered  trademark  of  Microsoft 


The  gasoline-powered  range  of  Mercedes-Benz  automobiles  for  1984  extends  from  the  2. 3-liter  four-cylinder  190 


Ibrl984, 
five  of  the  more  potent 
gasoline-powered 
automobiles 
sold  in  America  are  sold 
by  Mercedes-Benz. 


CHANGING  CONDITIONS  never 
seem  to  catch  the  engineers  of 
Mercedes-Benz  napping. 

Diesel  cars,  years  in  advance 
of  the  efficiency  stampede. 

Turbodiesels  that  anticipated 
a  demand  for  efficiency  plus 
performance.  And  it  should  now 
come  as  no  shock  that  Mercedes- 
Benz  greets  the  current  perfor- 
mance renaissance  with  a  range 
oifhe  muscular  gasoline  perfor- 
mance cars. 

In  fact,  gasoline-powered 
models  now  represent  half  the 
Mercedes-Benz  line.  Four  of 
them-the  190  E  2.3  Sedan,  the 
380 SE  Sedan,  the  500  SEL  Sedan 
and  the  500  SEC  Coupe-are  new 
to  America  for  1984. 

They  help  form  the  most 
vivid  group  of  performance  auto- 
mobiles Mercedes-Benz  has 
ever  built  for  sale. 


The  most  spirited  Mercedes-Benz 
is  unquestionably  the  stunning 
new  190  E  2.3  Sedan  "-perhaps 
the  best  in  the  world  in  its  size 
class"  in  Road  &  Tracks  opinion. 
And  perhaps  the  equal,  in  pure 
driving  exhilaration,  of  any  sports 
sedan  now  sold. 

BOLD  PERFORMANCE, 
MUTED  NOISE 
The  190  E  combines  its  trim 
2,655  lbs.  and  a  four-cylinder,  2.3- 
liter  fuel-injected  engine  to  reach 
test  track  maximums  of  115-mph- 
plus.  \et  it  is  so  finely  engineered 
that  vibration  and  noise  are  as 
muted  as  in  larger  Mercedes- 
Benz  sedans. 

Its  performance  character  is 
underscored  by  the  five-speed 
manual  gearbox  that  can  be  or- 
dered as  an  alternative  to  the 
four-speed  automatic. 


"Transmission  designers  frc 
around  the  world!'  Road  &  Trcu. 
suggests,  "should  take  a  sabbati 
to  spend  time  at  Stuttgart  learn- 
ing die  Mercedes  way  of  buildii 
gearboxes!' 


AV-8  LIKE  NO  OTHER 

The  new  380  SE  Sedan  exploits 
the  technology  of  the  eighties  t<| 
shine  as  one  of  the  most  con- 
fidently responsive  passenger 
cars  of  the  eighties. 

Turbine-smooth  and  jackr; 
bit-quick,  its  3  8-liter  V-8  engines 
evolves  from  a  new  design  genj 
ation  meant  to  deftly  balance 
power  and  efficiency. 

Note  that  its  block  is  even 
made  of  a  different  substance 
than  most  V-8's-cast  not  in  iron 
but  in  an  exotic  alloy  of  alumi- 
num, magnesium  and  silicon  if 
radically  cuts  weight.  The  pistol 
in  this  engine  move  hot  against! 
metal  cylinder  walls  but  against 
surface  of  slippery;  smooth, 
seemingly  indestructible  silicorj 
crystals. 

The  380SE's  torque-convert 
four-speed  automatic  gearbox  i| 
so  well  integrated  with  this  po\* 
plant  that  it  seems  to  function 
almost  as  part  of  the  engine.  To 
the  benefit  of  satisfying  perfor- 
mance motoring. 

What  that  3  8-liter  engine 
does  for  the  380  SE  it  does  for  d 
380  SL  Roadster,  the  two-seater 
descendant  of  Mercedes-Benz' 
immortal  SL  sports  car  series, 
carried  over  intact  for  1984. 


*  Approximate  suggested  advertised  delivered  price  at  port  of  entry.  ©1984  Mercedes  Benz  of  N.A.,  Inc.,  Montvale,  NJ. 


,  at  $24,000*  to  the  5-liter  V-8  500 SEC  Coupe,  at  $57,000*  Left  to  right:  190 E  2.3,  380 SE,  500 SEC,  500SEL,  380 SL. 


rcedes-Benz  launches  two 
v  flagship  models  for  1984- 
500  SEL  Sedan  and  the 
)  SEC  Coupe.  They  top  off  the 
□line  performance  line  in 
nidable  fashion. 
The  500  SEL,  featured  below, 
five-passenger  sedan  of  near 
ousine  status.  The  500  SEC  is 


its  sybaritic  four-passenger  tour- 
ing coupe  counterpart. 

Each  is  propelled  by  an  Olym- 
pian performer  of  an  engine:  the 
five-liter,  light-alloy  Mercedes-Benz 
V-8,  new  to  America  for  1984  but 
already  somewhat  of  a  legend  on 
the  highways  of  Europe. 

So  massive  are  its  power 


reserves  that,  though  not  a  prac- 
tice recommended  for  normal 
driving,  it  could  quietly  cruise 
at  55  mph  in  second  gear.  At 
55  mph  in  top  gear  it  is  turning 
at  a  lazy  and  barely  audible  1,886 
rpm.  Acceleration  from  zero  to 
55  mph  is  jet-smooth.  Accel- 
eration from  almost  any  point 
in  the  speed  range,  in  any  gear, 
is  vivid. 

HIGH-PERFORMANCE 
ENGINEERING 
The  automobiles  powered  by 
these  engines  are  painstakingly 
engineered  to  high  performance 
levels,  from  suspensions  to  steer- 
ing to  brakes.  And  to  the  stern 
safety  standards  imposed  by 
Mercedes-Benz  on  every  car  it 
builds. 

These  five  gasoline-powered 
Mercedes-Benz  models  for  1984 
are  meanwhile  complemented 
by  five  of  the  most  advanced 
diesel-powered  automobiles  you 
can  buy-each  an  outstanding 
performer  in  its  own  right.  Mak- 
ing for  the  most  varied,  the  most 
exciting,  die  most  timely  lineup 
of  models  Mercedes-Benz  has 
ever  sold  in  America. 


Engineered  like  no  other 
car  in  the  world 


Much  of  U.S.  industry  screams  for  protec- 
tion from  imports.  The  Administration  is 
surprisingly  unresponsive.  Here's  why. 


More  smoke 
than  fire 


By  Jayne  A.  Pearl 


SKW  Alloys  runs  smelters  for 
ferroalloys  used  in  steelmak- 
ing.  Only  two  years  ago  SKW 
employed  700  persons  at  eight  fur- 
naces in  Niagara  Falls,  N.Y.  and  Cal- 
vert City,  Ky.  Today  220  are  working 
at  two  furnaces.  "I  am  rapidly  graying, 
but  not  as  fast  as  my  industry,"  says 
SKW  President  J.F.  Collins. 

In  the  last  two  years  four  other 
companies  in  the  little  ferroalloys  in- 
dustry have  been  shut  down,  a  fifth  is 
in  Chapter  1 1  and  ten  others  are  only 
wheezing  along,  according  to  Collins. 
Production  has  skidded  from  84%  of 
capacity  in  1979  to  35%  in  1983,  with 
industry  losses  of  $54  million  on  sales 
of  $431  million  through  1983's  third 
quarter. 

The  problem?  You  guessed  it:  a 
steelmaking  slump  compounded  by 
devastating  foreign  competition.  The 
Russians,  the  Brazilians,  the  Mexi- 
cans, the  Yugoslavs  are  pumping  in 
ferroalloys  at  under  SKW's  cost. 
"After  duties,  handling  and  shipping, 
[the]  Russians  sell  ferrosilicon  here 
for  34  to  36  cents  a  pound.  Other 
foreign-subsidized  supplies  cost  about 
38  cents.  U.S.  producers  charge  39.5 
to  41.5  cents.  To  moneylosing  steel 
companies,  that  is  a  big  differential," 
says  SKW's  Collins. 

Protect  us  from  the  foreigners,  Col- 
lins pleads  to  Reagan. 

That  plea  is  being  heard,  too,  from 
the  smokestack  industries  making 
autos  and  steel.  Even  producers  of 
wine  and  growers  of  roses  are  joining 
in.  Is  Congress  listening?  Is  the  Ad- 
ministration? Listening,  yes.  But  act- 
ing, only  rarely.  "Relative  to  other 
Administrations,  this  one  has  a  su- 
perb record,"  says  Lionel  Olmer,  un- 
dersecretary for  international  trade  at 
the  Commerce  Department. 


By  "superb"  Olmer  means  superb 
in  support  of  free  trade.  Of  course, 
there  is  the  "voluntary"  restriction  on 
auto  exports  to  the  U.S.  imposed  by 
the  Japanese  after  great  U.S.  pressure, 
as  well  as  soaring  duties  against  Japa- 
nese motorcycles  to  save  Harley-Da- 
vidson  and  actions  to  limit  imports 
and  push  up  prices  for  textiles,  spe- 
cialty steels  and  sugar.  But  the  auto 


Where's  the  protection 


The  U.S.  share  of  world  imports  is 
steady.  Commodity  prices,  oil  and  world 
recession  account  for  the  volume  drop. 


U.S.  merchandise 
imports  (Sbillions) 


U.S.  merchandise  imports 
a  s  a  percent  of 
total  world  import!! 


'78       '79       '80       '81       '82  '83* 
"First  quarter,  seasonally  adjusted  annual  rate 
Source:  Department  of  Commerce:  IMF 


quota,  for  example,  caps  the  Japanese 
to  almost  one-quarter  of  the  U.S.  auto 
market. 

What  bothers  free  traders  is  a  fear 
that  the  Reagan  Administration,  with 
an  election  to  win,  will  cave  in  to  a 
fresh  wave  of  protectionist  pleas. 
Double  trouble  comes  from  the  strong 
dollar,  which  makes  U.S.  products  ex- 
pensive abroad  and  foreign  imports 
relatively  cheap. 

The  election  pressures  help  prompt 
the  "Buy  American"  clauses  attached 


to  legislation:  the  pending  reciprocity 
bill  that  would  fold  services  and  for- 
eign investments  into  existing  prod- 
uct trade  laws,  the  House  proposal 
limiting  steel  imports  to  15%  of  the 
domestic  market  and  the  House-ap- 
proved domestic  content  rule  for 
automobiles.  The  recently  passed  De- 
fense Department  appropriations  bill 
has  a  clause  mandating  purchase  of 
only  U.S.  coal  and  measuring  tools  for 
the  military. 

"It's  the  foreign  devil  theory,"  says 
Melvyn  Krauss,  New  York  University 
economics  professor.  "If  Europe  and 
Japan  want  to  subsidize  U.S.  consum- 
ers, why  should  we  stop  them?  Pro- 
tection is  a  scapegoat  for  U.S.  indus- 
tries that  are  no  longer  competitive." 

What  is  remarkable,  though,  is  how 
little  protectionism  has  been  enacted 
into  law  in  spite  of  the  severity  of  the 
recent  industrial  recession  and  the 
mounting  flood  of  imports.  Ferroal- 
loys got  a  pick-me-up  from  198 1  's 
stockpile  program,  which  was  granted 
on  the  grounds  of  national  security. 
Further  relief  might  come  from  limits 
on  Soviet  imports.  Neither  measure 
does  more  than  a  bandage  would  for  a 
hemorrhage. 

With  little  help  from  Washington, 
therefore,  some  hard-pressed  busi- 
nesses are  trying  to  take  matters  into 
their  own  hands.  Outboard  Marine, 
with  50%  of  the  U.S.  outboard  mar- 
ket, has  filed  two  patent  suits  against 
Japanese  Yamaha,  its  U.S.  subsidiary 
and  some  affiliates.  The  aim  is  to  keep 
Yamaha,  second  only  to  Outboard 
Marine  in  world  production,  out  of 
the  U.S.  completely  on  the  grounds 
that  it  copied  patented  Outboard  Ma- 
rine technology.  IBM  and  the  FBI 
joined  forces  and  caught  Hitachi,  the 
Japanese  computer  maker,  and  its 
U.S.  associate,  National  Semiconduc- 
tor, trying  to  steal  secrets.  General 
Motors  and  Toyota  have  agreed  to 
jointly  produce  a  Japanese  car  in  the 
U.S.,  but  build  it  with  Japanese  tech- 
nology and  for  sale  by  U.S.  dealers  of 
GM  products.  The  bottom  line  on  the 
GM-Toyota  deal  is  that  the  Japanese 
company  will  have  to  cut  GM  in  if  it 
wants  to  gain  an  even  bigger  share  of 
the  U.S.  market. 

The  simple  fact  is  that  imports  have 
developed  their  own  strong  constitu- 
ency— for  example,  the  millions  of 
Americans  happy  with  their  Japanese 
cars  and  the  thousands  of  dealers  wax- 
ing fat  on  Japanese  cars.  Moreover,  the 
fight  against  inflation  gets  help  from 
low-priced  foreign  imports  substitut- 
ing for  high-cost  U.S.  production. 

There  will  be  a  lot  of  yelling  about 
protecting  American  industry.  Much 
smoke.  But  little  fire.  ■ 
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Kidder,  Peabody 

can  devise 
a  retirement  plan 
that  will  never  stop 
working  for  you. 

Retirement.  The  best  of  times?  The 
worst  of  times?  However  you  view  it, 
it's  a  time  of  uncertainty.  Except  for  one 
thing:  Your  money  will  have  to  work 
for  you  like  never  before. 

Fortunately,  Kidder,  Peabody 
is  an  investment  firm  that  can  make  it 
work-in  good  markets  and  bad. 

One  of  our  experienced  regis- 
tered representatives  will  work  with 
you  and  our  retirement  specialists  to 


structure  a  plan  that  meets  strict  criteria: 
Your  principal  must  grow  adeguately 
and  safely. Your  income  must  keep  pace 
with  inflation  without  increasing  your 
risk.  Your  portfolio  must  be  flexible 
enough  to  adjust  as  the  economy  or 
your  needs  change.  And  of  course,  this 
must  be  accomplished  with  as  little  tax 
impact  as  possible-both  now,  during 
your  peak  earning  years,  and  after 
you've  retired. 

As  one  of  the  country's  leading 
brokerage  houses,  Kidder,  Peabody 
can  provide  excellent  opportunities  for 
IRAs  and  Keoghs,  utilizing  a  well-  honed 
collection  of  mutual  funds  and  annui- 
ties, as  well  as  an  impressive  selection 
of  stocks,  bonds  and  other  investments. 


What's  more,  your  Kidder, 
Peabody  representative  is  backed  up 
by  a  research  department  judged 
among  the  top  five  on  Wall  Street.  So 
you  can  see  that  some  of  the  industry's 
finest  talents  will  be  tending  to  your 
retirement  plan.  And  you  can  be  cer- 
tain it  will  keep  working  hard  for  you 
in  the  years  to  come 

It's  never  too  early  to  plan  for 
tomorrow.  Talk  to  a  Kidder,  Peabody 
representative  today. 

Hi  Kidder,  Peabody 

■  ©Co.  INCORPORATED 

Founds  1865 

■i        Hi  Mtmhtrs  N,w  York  and  Amman  Slock  Exthangts 
 over  bO  offices  worldwide  /  Member  StPC  


THE  FINANCIAL  SOURCE" 
brings  corporate  treasurers  The  Age  of  INTERPLEX. 


Manufacturers  Hanover  now  introduces 
interplex,  the  new  standard  in  treasury  manage- 
ment systems.  So  now  you  have  a  microcomputer- 
based  system  that  gives  you  direct  control  of 
your  corporate  finances.  Automatically.  And 
earlier  than  ever  before. 

Simply  put,  interplex  is  the  multi-task, 
multi-user  treasury  management  system  that 
has  the  ability  to  automatically  collect  data  from 
all  of  your  banks.  Store  it.  Process  it.  Merge  it. 
And  use  it.  Faster. 


And  while  interplex  has  already  set  the 
standard  in  treasury  management  systems,  it  is 
merely  the  beginning  of  a  new  family  of  fully 
integrated  financial  management  products  from 
Manufacturers  Hanover.  Still  more  proof  that 
when  it  comes  to  state-of-the-art  technology, 
The  Financial  Source  delivers. 

To  find  out  how  you  can  enter  The  Age  of 
interplex  and  gain  control,  call  George  Chelius, 
Vice  President,  at  (212)  808-0292. 

MANUFACTURERS  HANOVER 


Scan-Tron  has  built  itself  a  profitable  little 
niche  in  the  giant  education  market. 


Superachiever 


By  Kathleen  K.  Wiegner 

The  appropriate  way  to  grade 
the  performance  of  William 
Sanders,  chairman  and  founder 
of  Long  Beach,  Calif. -based  Scan-Tron 
Corp.,  is  with  a  No.  2  lead  pencil. 
Scan-Tron's  main  business  is  making 


preprinted  test  forms  and  the  ma- 
chines to  read  and  score  the  answers 
on  those  forms.  If  you  ever  took  a  test 
requiring  you  to  mark  a  square  with  a 
pencil,  chances  are  good  it  was  on  a 
Scan-Tron  form. 

Sanders  and  Scan-Tron  are  getting 
good  grades  these  days.  Last  year  the 


Scan-Tron  Chairman  William  Sanders  with  OMR  machine  and  test  form 
A  nice  little  niche — "not  sexy  enough  for  the  big  boys." 


more  than  11,000  Scan-Tron  ma- 
chines in  place  processed  in  excess  of 
175  million  forms,  most  of  them 
tests.  That  translated  into  sales  of  $1 1 
million  in  fiscal  1983  (ended  June  30), 
up  39%  from  1982's  $7.9  million,  and 
a  net  profit  of  $1.4  million.  In  fiscal 
1984  thus  far,  first-quarter  sales  in- 
creased 32%  (to  $3  million)  and  net 
was  up  65%  (to  $473,000).  That  first 
quarter  translated  into  a  net  return  on 
sales  of  15%.  How  many  companies 
can  even  approach  profit  margins  like 
that?  Moreover,  Scan-Tron's  report 
card  shows  only  $388,000  in  short- 
and  long-term  debt. 

Optical  mark  reading  is  an  old  tech- 
nology, pioneered  by  IBM  some  30 
years  ago.  The  technology  is  simple 
enough.  Marked  tests  are  fed  into  a 
machine  called  an  optical  mark  reader 
(OMR),  which  scans  the  pencil  marks 
using  fiber  optics  technology,  tabu- 
lates right  and  wrong  answers  and 
comes  up  with  a  test  score,  at  the  rate 
of  up  to  40  tests  a  minute.  But  the  key 
to  Scan-Tron's  success  isn't  some  gee- 
whiz  technology  but  rather  a  nonfrills 
marketing  plan — a  variation  on  the 
"give  away  the  razor,  sell 
the  blades"  strategy.  Scan- 
Tron  places  its  OMR  ma- 
chines in  schools  at  no 
cost,  provided  the  school 
is  large  enough  to  use  lots 
and  lots  of  Scan-Tron 
forms. 

It  was  a  wise  strategy. 
Sanders  knew  that  most 
schools  have  limited  bud- 
gets to  buy  equipment  and 
that  purchase  decisions, 
in  any  case,  are  often 
made  not  by  local  schools 
but  by  the  district.  The 
same  limitations,  howev- 
er, don't  apply  to  instruc- 
tional materials,  like  test 
forms.  "Test  forms  can  be 
bought  from  funds  that 
come  right  to  the  local 
school,"  says  Sanders. 
"It's  like  a  big  petty  cash 
fund." 

Lending  Scan-Tron  ma- 
chines also  introduces 
teachers  to  the  beauties  of 
automation,  no  small 
benefit  these  days  as  fi- 
nancially strapped  school 
boards  boost  the  pupil- 
teacher  ratio  and  the 
number  of  tests  to  be  grad- 
ed multiplies. 

Sanders  likes  to  tell  the 
story  of  the  physics  teach- 
er with  stacks  of  objective 
tests  to  grade.  The  teacher 
simply  put  a  master  an- 
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swer  sheet  on  top  of  the  stack  and 
drove  a  spike  through  the  correct  an- 
swer with  a  hammer.  Another  teacher 
refined  the  technique  by  using  an 
electric  drill. 

Sanders'  pitch  to  skeptical  adminis- 
trators is  not  teacher  convenience, 
however,  but  pure  economics. 
"Counting  marks  on  a  piece  of  paper 
comes  close  to  idiot  work,"  says  San- 
ders. "Paying  professional  people  to 
do  that  is  a  waste  of  money."  If  that 
doesnit  work  on  the  administrators, 
then  Scan-Tron's  sales  force  goes  to 
work  on  the  teachers  themselves. 
Who  better  to  sell  to  teachers  than 
other  teachers?  Sanders  hires  ex- 
teachers  who  want  to  keep  their  ties 
with  education  but  make  more  mon- 
ey. Sanders  tells  of  a  saleswoman  who 
was  making  only  $14,000  after  eight 
years  of  teaching.  This  year  she  will 
make  over  $40,000 — plus  a  car  and  an 
expense  account. 

If  a  school  isn't  buying  enough  of  its 
forms,  Scan-Tron  will  no  longer  pro- 
vide free  machines;  the  salesperson 
may  suggest  the  school  buy  the  ma- 
chine or  lease  it  from  Scan-Tron.  "We 
made  some  basic  assumptions  when 
we  started  our  marketing  plan,"  San- 
ders explains.  "We  had  to  have  a  high 
markup  on  the  forms  in  order  to  pro- 
vide the  cost  of  the  equipment  and 
maintenance." 


Sanders  was  no  neophyte  when  he 
started  Scan-Tron  in  1972.  He  had 
been  an  office  equipment  distributor 
and  later  hired  the  inventor  of  an  ear- 
lier machine  who,  according  to  San- 
ders, was  "a  good  inventor  but  a  bad 
manager."  The  inventor  improved  on 
his  original  machine,  and  Scan-Tron 
was  in  business.  Today  Scan-Tron 
competes  with  companies  like  Na- 
tional Computer  Systems  and  Cogni- 
tronics  Corp.  as  well  as  indirectly 


Lending  Scan-Tron 
machines  also  introduces 
teachers  to  the  beauties  of 
automation,  no  small 
benefit  as  financially 
strapped  school  boards 
boost  the  pupil-teacher 
ratios  and  tests  to  be 
graded  multiply. 

with  outfits  like  Westinghouse  that 
offer  ways  of  doing  batch  test  scoring. 

Some  82%  of  Scan-Tron's  sales  are 
to  the  educational  market,  but  OMR 
machines,  which  are  kissing  cousins 
of  those  supermarket  scanners  that 
read  bar  codes  instead  of  pencil 
marks,  can  do  more  than  grade  tests. 
Schools  can  use  another  Scan-Tron 
machine,  a  data  entry  terminal,  to  put 


attendance  reports,  grade  reports  and 
even  class  schedules  into  their  com- 
puter systems.  Scan-Tron  sells  these 
terminals  outright  for  prices  ranging 
from  $1,700  to  $3,500. 

Sanders  also  sees  opportunities  out- 
side education.  Cost-squeezed  hospi- 
tals are  so  promising  a  market  that  he 
has  begun  identifying  hospitals  for  a 
test  program.  Companies  like  Boeing, 
McDonald's  and  United  Air  Lines  use 
Scan-Tron  products  to  do  inventory 
control,  market  research,  time  billing 
and  production  control.  Government 
agencies  are  a  growing  market.  "As 
computers  proliferate,"  says  Sanders, 
"the  way  in  which  you  enter  the  data 
into  those  computers  becomes  tre- 
mendously important.  We're  only 
limited  by  our  imagination." 

Sanders,  now  68,  is  beginning  to 
prepare  for  Scan-Tron's  future.  Last 
March  he  took  Scan-Tron  public.  In 
October  he  brought  in  John  Saunders, 
53,  former  president  of  a  Becton  Dick- 
inson subsidiary,  to  take  over  as  chief 
executive  officer.  Isn't  he  worried  that 
a  bigger  or  smarter  company  will 
come  in  and  knock  him  off?  No,  he 
says:  Scan-Tron  has  found  a  nice  little 
niche.  "The  business  we're  in  is  not 
really  sexy  enough  for  the  big  boys," 
he  says.  Providing,  of  course,  that 
Scan-Tron  stays  close  to  its  market 
and  doesn't  grow  complacent.  ■ 


Now  Available  Direct  From  S&P— 

MASTER 
REFERENCE 
SOURCE  TO 
ALL  STOCKS 

•  reveals  facts  no  other  source  can  provide 
•  easy  to  use 
•  special  offer  saves  you  $12 


Save  $12  when  you  order 
Standard  &  Poor's  Stock  Guide  right  now. 

Now  you  can  be  sure  of  getting  your  own  copy  of  Standard  &  Poor's  Stock  Guide  each 
month  on  a  money-saving  offer.  If  you  act  now,  you'll  be  guaranteed  a  monthly  copy 
(at  considerable  savings)  of  the  investment  bible  relied  upon  by  over  375,000  investors. 

Every  month,  you'll  receive  a  268-page  handbook,  packed  with  potentially  explosive 
profit  opportunities.  It's  the  Source  that  other  sources  turn  to.  The  reason:  Its  solid, 
immediately  helpful  quarter  of  a  million  (250,000)  market- related  investment  facts. 

48  easy-to-use  features 

•  5100  common  and  preferred  stock  profiles  •  Exclusive  S&P  Earnings  and  Dividend 
Rankings  for  Common  Stocks  •  Ratings  for  Preferred  Stocks  •  Institutional  Holdings 

•  Trading  Volume  •  Price  Earnings  Ratios  •  Price  Ranges  •  Dividend  data,  yields, 
records  •  Earnings  per  share  histories  •  Capitalization  •  Financial  position,  including 
shares  outstanding  •  Exclusive  Earnings  Estimates  •  380  Leading  mutual  funds  •  S8iP  500 
Index  and  Option  Indicators  •  Quality  Ratings  •  Weekly  Stock  Price  Indexes  by  Industry 
Groups  •  Recommended  Stocks. .  .and  much,  much  more. 

Save  $12  with  a  100%  money-back  guarantee 
on  this  absolutely  unique  investment  aid. 

Take  advantage  of  this  special  offer  of  just  $60,  including  postage.  You'll  save  $1 2  off 
the  regular  price.  If  not  absolutely  pleased,  receive  a  full  refund  on  all  unmailed 
issues.  Mail  the  coupon  today,  or  call  Toll-Free  1-800-852-5200,  Ext.  7.  (In  New  Jersey 
1-800-442-1300,  Ext.  7.) 

ACT  NOW!  MAIL  COUPON  OR  PHONE  TODAY!  Standard  &  Poors,  1984 
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Get  an  instant  readout  of 
any  company's  health. 


48  vital  signs  are 
arranged  on  spreadsheets 
like  an  auditor's  report  to 
the  Chairman  of  the  Board. 
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STANDARD  &  POOR'S  CORPORATION  foi  soos 

25  BROADWAY,  NEW  YORK,  N.Y.  10004 

□  Yes,  I  want  to  take  advantage  of  your  tax-deductible  subscription  offer.  Please 
enter  my  subscri  ption  to  your  Stock  Guide  for  only  $60  for  1 2  monthly  issues — a  $  1 2 
savings  from  the  regular  price.  If  not  completely  satisfied,  I  will  receive  a  full  refund 
on  all  unmailed  issues. 

For  the  fastest  service,  CREDIT  CARD  HOLDERS  CALL  TOLL-FREE  1-800-852-5200. 
Ext.  7,  24  Hours,  7  Days  a  Week.  New  Jersey  Residents  call  1-800-442-1300.  Ext.  7 

Name  (Print)  

Address  


City. 


.State. 


.Zip. 


□  Payment  enclosed  □  Bill  me 

□  I  prefer  to  charge  to:  □  American  Express  □  MasterCard  □  Visa  □  Diners  Club 

ACCOUNT  *  EXPIRES  

SIGNATURE  

You  will  be  billed  for  applicable  sales  tax     No  assignment  of  this  agreement  without  subscriber's  consent 


STOCK 
GUIDE 


*  Why  cart 

copiers  be 
programmed 

to  do  my  jobs 
my  way?" 


i  Eastman  Kodak  Company.  1983 


Kodak  copiers  can!  You  can  guarantee  it  because  you  program  them  yourself. 

From  the  beginning,  Kodak  copier  technology  has  offered  unique  com- 
binations of  in-line  functions  which  literally  redefine  "productivity." 

Now,  you  can  choose  the  combination  of  those  functions  that  does  your 
job  your  way.  You  simply  key  them  into  the  microcomputer  itself.  Thereafter, 
merely  touch  the  Star  Pad,  and  those  jobs  will  run  themselves. 

Any  operator  can  run  these  jobs.  That's  an  outstanding  partnership  between 
technology  and  the  peopie  who  use  it. 

"Partnership"  is  the  philosophy  that  Kodak  brings  to  this  market. 
We're  in  it  with  you.  We  want  you  to  get  your 
work  done  to  your  satisfaction.  We 
think  we  know  how  to  be  helpful 
because  you  helped  train  us. 

Thank  you  for  reading  this  -^-^-^  n 

advertisement  May  we  <aa^~'jfiSBa--  - 

demonstrate  the  machines? 

1  800  44  KODAK  Ext.  324 


Kodak 
copiers  can' 

i  1 

Eastman  Kodak  Company 
CD4307 

Rochester,  NY  14650 

□  Please  send  me  details  on  the  latest  Kodak  copier-duplicators. 

□  Please  have  a  representative  call  for  an  appointment. 
Our  approximate  monthly  copy  volume:  

Name  Title  


Company. 
Address  


City  State  Zip. 

Telephone  I  \  

i  


Unless  the  Glucks  know  something  that  the 
Newhouses  dont,  the  St.  Louis  Globe- 
Democrat's  future  remains  grim.  After  all, 
how  does  a  big-city  daily  compete  with  a 
string  of  tiny  weeklies? 

Mr.  Pulitzer, 
meet  Mr.  Bick 


By  John  Heins 


T|  HE  LAST-MINUTE  REPRIEVE  of  the 
131 -year-old  St.  Louis  Globe- 
Democrat — a  buyer  has  just 
shown  up  to  prevent  the  paper's  de- 
mise on  Jan.  14,  1984 — signals  more 
than  another  big-city  newspaper's 
precarious  health.  It  marks  the  first 
significant  test  of  the  Newspaper 
Preservation  Act  of  1970,  which  has 
enabled  competing  papers  in  St.  Louis 
and  23  other  two-newspaper  cities  to 
combine  their  advertising,  printing 
and  circulation  departments  without 
violating  antitrust  laws. 

The  Newhouse-owned  Globe-Demo- 
crat and  Pulitzer's  105-year-old  Post- 


Dispatch  had  run  some  form  of  com- 
bined operation  since  1959  and 
merged  all  but  editorial  functions  in 
1979.  Yet,  for  all  its  formidable  exper- 
tise, the  Newhouse  chain  couldn't 
hack  it  in  St.  Louis.  Why? 

Mainly  because  of  Frank  Bick  and 
James  Donnelly.  Never  heard  of 
them?  Each  publishes  a  chain  of  free- 
distribution  weekly  newspapers — 
Bick's  10-paper  St.  Louis  Suburban 
Newspapers,  Inc.  and  Donnelly's  23- 
paper  Donnelly  Publications,  Inc.  The 
fact  is,  their  small,  family-owned  op- 
erations almost  single-handedly  drove 
Newhouse  out  of  St.  Louis.  "There  are 
no  other  markets,"  says  newspaper 
analyst  John  Morton  of  Lynch,  Jones 


St.  Louis  newspaper  publishers  James  Donnelly  and  Frank  Bick 

Who  are  these  guys?  Just  ask  the  Pulitzers  or  the  Newhouses. 


&.  Ryan  in  Washington,  "where  the 
suburban  papers  have  captured  as 
much  advertising  market-share  or  are 
as  well  organized  and  well  managed." 

"Shoppers"  are  hardly  a  new  phe- 
nomenon, of  course  (Forbes,  Oct.  15, 
1979).  But  Bick  and  Donnelly  came  up 
with  an  added  wrinkle.  If  Pulitzer  and 
Newhouse  could  get  around  the  anti- 
trust laws,  courtesy  of  Congress,  why 
shouldn't  Bick  and  Donnelly?  Both 
were  spending  more  time  battling 
each  other  than  their  bigger  competi- 
tors, Bick  recalls.  "We  would  both  fly 
up  to  New  York  or  Minneapolis  to 
call  on  Target  or  Korvette,  and  we 
would  both  be  sitting  there  cooling 
our  heels,"  he  says.  "It  was  silly." 

In  1975  Bick  and  Donnelly  merged 
some  of  their  advertising  operations 
into  a  new  entity,  the  Suburban 
Newspapers  of  Greater  St.  Louis.  It 
enabled  an  advertiser  to  place  ads  in 
any  combination  of  the  33  papers 
with  virtually  no  circulation  overlap. 

Result:  Combined  circulation  of 
the  two  chains  is  over  820,000  (com- 
pared with  485,000  for  the  Post-Dis- 
patch and  Globe  together).  By  analyst 
Morton's  estimate,  the  suburbans 
raked  in  $50  million  in  advertising 
revenue  during  1983.  Bick  says  this 
figure  is  growing  at  12%  a  year;  his 
largest  paper,  the  South  County  Jour- 
nal, was  a  hulking  266  pages  the  week 
before  Christmas.  The  33  papers  that 
week  ran  a  total  of  9.5  million  lucra- 
tive, preprinted  advertising  inserts. 
Until  recent  years  the  big  papers 
tended  to  dismiss  shop- 
pers as  more  of  an  irritant 
than  a  threat.  No  more. 
Now,  according  to  a  sur- 
vey by  the  International 
Circulation  Managers  As- 
sociation, 95%  of  daily 
newspapers  across  the 
country  expect  to  start 
their  own  "total  market 
coverage  vehicle" — read 
"shopper"— by  1985. 

What's  the  appeal  of 
suburban  shoppers?  It's 
their  blanket  distribu- 
tion— the  closest  thing  in 
print  to  that  of  TV  itself — 
says  David  Helmsing  of 
Schnuck  Markets,  Inc.,  a 
major  St.  Louis  grocer 
that,  like  its  competitors 
Kroger  and  National  Su- 
permarkets, now  adver- 
tises almost  exclusively 
in  the  suburban  papers. 
"You  can  reach  literally 
100%  of  the  homes  if  you 
buy  the  whole  group," 
Helmsing  says.  Add  to 
that  the  suburbans'  ability 
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For  all  the  co 


Commitment  is  giving  to  others  by 
giving  of  yourself.  And  when  you 
care,  you  give  a  little  more  than  the 
job  demands.  Commitment  is  the 
key  to  making  our  family  home  and  busi- 


ness what  we  want  them  to  be.  And  many 


INSURANCE  FROM 

commitments  worth  keeping  require 
thoughtful  protection.  The  CNA 
Insurance  Companies,  and  the 
agents  who  represent  us,  understand 
this.  We  provide  all  lines  of  insurance... to  help 


MUM 

OVA 


those  who  make  commitments  keep  them. 


CNA  Insurance  Companies/CNA  Plaza/Chicago,  IL  60685  •  Independent  agents  who  represent  CNA  are  listed  in  the  Yellow  Pages 
Personal,  Commercial,  Life  and  Health,  Employee  Benefits,  Professional  Liability,  Association  Programs,  Annuities  and  Pensions 


Lighting 
Leadership 
Worldwide. 


When  North  American  Philips  Lighting 
acquired  the  Westinghouse  Lamp  business,  it 
further  strengthened  Philips'  position  as  the 
worldwide  leader  in  lighting.  This  new  combina- 
tion created  a  unique  company  with  the 
experience,  dedication  and  skills  to  fully  develop 
the  best  of  American  and  European  lighting 
technology.  The  result:  advanced,  innovative 
lighting  products  and  customer  oriented  services. 

The  light  bulb  will  never 
be  the  same. 

The  PL*,  a  uniquely  shaped  lamp,  demon- 
strates the  innovative  technology  now  being 
introduced  by  North  American  Philips  Lighting. 
It's  the  energy-efficient  miniaturized  fluorescent 
lamp,  designed  to  replace  the  common  incandes- 
cent bulb  in  commercial,  industrial  and  residen- 
tial applications.  For 
example,  the  PL*9  is 
part  of  a  system  that  uses 
only  12  watts  of  power  to 
deliver  light  equivalent 
to  a  60  watt  incandescent 
bulb.  The  PL*  family  of 
lamps  is  currently 
available  in  5,  7,  9,  and 
13  watt  sizes. 

And  it's  only  the 
beginning. 


— 
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[PHILIPS 


Philips  Lighting  will  offer  shorter  and  longer 
PL*  lamps  that  will  allow  architects  and  enginee 
to  totally  revolutionize  lighting  design. 

Waste  not,  want  not.  j 

The  search  for  new  ideas  in  energy-efficient 
lighting  isn't  reserved  for  commercial  applicatioi 
alone.  Our  Econo- Miser" 
family  of  energy 
saving  lamps  and  fixtures 
deliver  more  light 
for  less  money  than  ever 
before.  With  the  unique 
Econo-Miser  merchan- 
dising display,  consumers 
can  quickly  and  easily 
satisfy  all  their  home 
lighting  needs. 

Only  the 

sun  shines  for  less. 

The  SL*  lamp  is  an- 
other example  of  Philips 
Lighting  combining 
advanced  American  and 
European  technology  to 
create  lighting  innovation 
This  remarkable  bulb  use 
only  18  watts  of  electricity 
gives  out  as  much  light  a 
a  75  watt  incandescent 
bulb,  and  it  lasts  ten 
times  longer. 


lechnoLOGIC:  Another 
>hilips  Lighting  edge. 

Having  the  technology  is  one  thing.  Applying 
j  to  solve  practical  lighting  problems,  no  matter 
pw  complex,  is  another.  Philips  Lighting  com- 
ines  the  two  with  one  end  in  mind: 
o  provide  the  proper  light  for  any 
ven  task.  We  call  it  TechnoLOGIC1,' 
le  marriage  of  high  technology  and 
reryday  logic. 


Philips  Lighting  designers  and  application 
engineers  are  trained  to  discover  the  exact  com- 
bination of  lighting  factors  to  meet  customers' 
needs.  We've  solved  lighting  problems  worldwide, 
from  the  Parthenon  to  the  Pyramids,  from  the 
Louvre  to  Las  Vegas,  from  the  Coliseum  to 
the  classroom. 

We  never  take  lighting 
for  granted,  but  you  can. 

You  depend  on  artificial  light  sources  night 
and  day,  every  day.  As  the  worldwide  leader  in 
lighting,  we  never  take  this  dependence  for 
granted.  Our  business  is  lighting.  Combining 
American  and  European  technology,  North 
American  Philips  Lighting  is  now  in  the  best 
position  to  provide  high  quality  products  to 
satisfy  your  ever  changing  lighting  needs. 

For  further  information  on  Philips  Lighting, 
write  North  American  Philips  Lighting 
Corporation,  1  Westinghouse  Plaza,  Bloomfield, 
New  Jersey  07003  or  call  800-631-1259. 


NORTH  AMERICAN 


PHILIPS  LIGHTING 


th  American  Philips  Company 


Lighting  Leadership  Worldwide. 


Stein  Roe  Today 


IRA  Flexibility 
Pays  Off! 

If  you  lock  your  retirement  savings  into  a  plan  with  a  single  invest- 
ment alternative,  you  may  lock  out  the  potential  the  future  holds. 

A  SteinRoe  IRA  offers  an  entire  family  of  mutual  funds  which 
helps  you  save  for  retirement  by  providing  maximum  flexibility  and 
diversification.  And  these  benefits  really  pay  off,  as  you  may  shift 
your  regular  and  Rollover  IRA  contributions  among  the  Funds  in 
response  to  the  changing  economy  and  to  your  retirement  needs. 


Call  800/621-0320 


Outside  of 
Illinois 


In  Illinois  Call  Collect  312/368-7826 


Stein  Roe  &  Farnham 

MUTUAL.  FUAS/DS 

There  may  be  substantial  penalties  for  distributions  from  an  IRA  Plan  prior  to  age  59l/i.  You 
must  begin  receiving  distributions  by  age  70Vz. 

For  more  complete  information  about  the  Plan  and  the  SteinRoe  Funds,  including  management 
fees  and  expenses,  call  one  of  the  above  numbers  for  Plan  documents  and  prospectuses  of 
the  Funds.  Read  the  Plan  and  each  prospectus  carefully  before  you  invest  or  send  money. 
©  1983  Stein  Roe  &  Farnham  5058401 6IRA1 


Of  the  world's  truly  great  hotels, 

180  are  members  of 
The  Leading  Hotels  of  the  World 


Somewhere  beyond  the  simple  purveyance  of 
hotelkeeping  rises  the  grand  tradition  of  the 
luxury  hotel. 

The  smiles,  the  prompt  personal  attention,  the 
unhurried  efficiency  tell  you  the  staff  knows,  and 
likes,  what  it  is  doing.  The  tasteful  appointments, 
the  finest  food,  the  unobtrusive  service  confirm 
the  enjoyable  fact  that  this  is  indeed  another 
breed  of  hotel— a  thoroughbred. 

It  is  known  also  as  excellence,  the  hallmark  of 
The  Leading  Hotels  of  the  World:  180  deluxe 
hotels  recognized  the  world  over  as  the  places 
to  stay. 

If  you  seek  these  standards,  we  invite  you  to 
send  for  your  copy  of  our  1984  Directory. 


^ThfJeadingHotels  of  th&World 


ESTABLISHED  1928 


747  Third  Avenue,  New  York,  N  Y.  10017 

!  I  enclose  1 1  for  your  1 984  Executive  Directory,  a  1 1 2- 
page  full-color  hotel  guide  for  the  demanding  traveler 


Name 


Address 


City 


Slate 


Zip 


^  My  travel  agent  is 


FB  1/16 


For  instant  reservations  please  call: 
(800)  223-6800  toil  free 
from  USA,  ir^uerto  Rico  &  U.S.  Virgin  Isiar 
(212)838-3110  eoik-ct 
from  N.Y.  State,  Canada,  Alaska  &  Hawaii 


to  pinpoint  penetration  through  33 
separate  advertising  zones,  which  can 
be  broken  down  further  to  individual 
carrier  routes  of  only  2,000  homes. 
Rates?  A  full-page  national  ad  in  each 
of  the  33  St.  Louis  suburbans  costs 
$20  per  1,000  circulation.  That  ad  in 
the  Globe-Democrat  is  $33. 

Nor  are  the  editorial  columns  mere 
filler.  True,  they  don't  bother  with 
national  or  international  news.  Peo- 
ple get  that  from  the  news  magazines 
and  television,  says  Donnelly.  But 
both  Bick  and  Donnelly  pride  them- 
selves on  hard  local  news  coverage. 
Some  of  the  first  stories  about  dioxin 
contamination  in  nearby  Times 
Beach,  Mo.  came  from  the  suburbans. 

The  Globe-Democrat's  new  owner  is 
Jeffrey  M.  Gluck,  the  30-year-old  pub- 
lisher who,  with  his  wife  Debra,  is 


If  the  Post-Dispatch  is 
profitable  on  its  own, 
Pulitzer  and  New  ho  use 
will  have  turned  a  loss  into 
a  profit  by  an  agreement  to 
split  profits  and  losses  for 
50  years.  The  Newhouses 
could  use  the  help. 


also  trying  to  rescue  Saturday  Review 
magazine.  It's  not  likely  they  paid 
much,  perhaps  not  more  than  $1  mil- 
lion. Nevertheless,  the  sale  may  have 
some  pluses  for  the  heirs  of  the  late 
S.I.  Newhouse.  The  IRS  has  assessed 
the  estate  $914  million  in  added  tax 
and  penalties  because  of  what  it 
claims  are  gross  undervaluations  of 
property.  Moreover,  the  Post-Dis- 
patcbl Globe-Democrat  operating  agree- 
ment provides  for  a  50-50  split  of  both 
profits  and  losses  between  Pulitzer 
and  Newhouse  for  at  least  50  years.  If 
the  Post-Dispatch  continues  to  be  prof- 
itable on  its  own,  as  expected,  both 
publishing  companies  will  have 
turned  a  loss  into  a  profit. 

The  sale  offers  mixed  evidence  of 
the  efficacy  of  the  Newspaper  Preser- 
vation Act.  Newhouse  was  required 
to  search  diligently  for  a  buyer;  other- 
wise it  might  simply  have  folded  the 
paper.  But  Gluck  himself  doubts  the 
act  meant  much.  "It  gave  control  of 
their  advertising  and  circulation,"  he 
says  "to  their  competitor." 

Clearly,  though,  Gluck  will  have 
his  hands  full.  He  has  less  than  two 
months  to  find  a  new  printer  and  win 
concessions  from  the  St.  Louis  News- 
paper Guild,  which  represents  190  of 
the  Globe-Democrat'?,  212  employees. 

And  whatever  happens,  Frank  Bick 
and  James  Donnelly  will  still  be  there, 
doing  all  right.  ■ 
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The  Up  &  Comers 


Duncan  Syme  has  built  a  nice,  homey 
business  selling  wood  stoves  from  Ran- 
dolph, Vt.  What  does  he  do  for  an  encore? 


The  problems 
of  growing  up 


The  first  castings  sold  out  immedi- 
ately, giving  Syme  and  Howell  (who 
died  of  cancer  last  spring)  the  money 
to  expand.  That  also  backed  them  into 
selling  the  stoves  themselves  directly 
through  the  mail.  This  is  unusual  for 
a  big-ticket  item,  especially  a  heavy 
one,  but  it  made  for  top-notch  quality 
control.  It  also  saved  the  time  of 
building  up  a  dealer  network,  though 
Syme  has  since  done  that. 

From  those  beginnings  nine  years 
ago,  Vermont  Castings  has  become  a 


By  Anne  Bagamery 


EVERY  ENTREPRENEUR  grapples 
with  problems  such  as  what  to 
do  with  a  product  in  a  matur- 
ing market  and  how  to  build  a  better 
distribution  chain.  But  these  were  the 
last  things  on  Duncan  Syme's  mind 
when  he  moved  to  Warren,  Vt.  in 
1973.  Syme,  then  36,  was  tired  of 
working  for  an  architectural  design 
firm,  so  he  moved  to  Vermont  to  help 
a  Yale  classmate  with  a  project  and 
stayed  to  design  houses, 
some  with  solar  heat. 

From  there  it  was  a 
short  jump  to  making 
cast-iron  wood-burning 
stoves.  "The  oil  crisis 
made  people  think  about 
alternative  forms  of  heat- 
ing, which  in  New  En- 
gland usually  means 
wood,"  explains  Syme.  He 
and  a  friend,  Murray 
Howell,  who  was  fed  up 
with  life  at  a  New  York 
investment  bank,  looked 
at  the  stoves  being  made. 
"None,"  Syme  says,  "had 
what  we  considered  the 
three  basic  qualities:  good 
looks,  heat  efficiency  and 
the  ability  to  see  the  fire." 

Starting  with  $25,000 
kicked  in  by  Syme, 
Howell  and  a  third  part- 
ner, Syme  built  the  proto- 
type of  what  he  thought 
would  be  the  perfect 
stove,  featuring  doors  that 
opened  to  show  the 
flames.  Then  he  commis- 
sioned a  Kentucky  found- 
ry to  cast  it  in  iron. 


market  leader.  In  1983  the  privately 
owned  company's  sales  were  probably 
around  $30  million.  One  reason  is 
that,  unlike  conventional  fireplaces, 
which  send  90%  of  their  heat  up  the 
chimney,  Vermont's  stoves  throw 
60%  of  their  heat  into  a  room. 

Such  efficiency,  however,  doesn't 
come  cheap.  The  lowest-priced  mod- 
el, a  25,000-Btu  unit  called  the  Intrep- 
id, retails  for  $565,  and  that's  before 
necessities  like  a  stovepipe  ($9.75  and 
up  per  foot)  or  frills  like  a  porcelain- 
enamel  finish  ($225)  and  mitten  racks 
($14).  Price  tag  on  the  top-of-the-line 
stove:  $820. 

All  this  makes  for  heartwarming 
profits.  Though  Syme  is  reluctant  to 
release  financial  results,  he  will  admit 
that  the  company's  new  $10  million 
foundry  in  Randolph  was  paid  for  al- 
mostly  entirely  with  internal  funds. 

Vermont  Castings,  however,  now 
faces  a  problem  common  to  many 
successful  small  companies:  What  do 
we  do  for  an  encore?  "When  you  see  a 
stovepipe  coming  out  of  a  roof  in  Ver- 
mont, chances  are  it's  one  of  ours," 
says  Syme.  "It  doesn't  take  much  to 
see  that  the  New  England  market  is 
pretty  mature."  Moreover,  cast-iron 
stoves  don't  wear  out  quickly,  and 
energy  conservation  isn't  the  burning 
issue  it  once  was. 


Vermont  Castings  President  Duncan  Syme  in  bis  Randolph,  Vt.  showroom 
Heartwarming  results. 
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Acaneers 

too  long  to 

spend  benind 

some 

dumb  desk  * 


The  average  executive  spends  a  lot  of  busy  hours  sitting  behind  a  desk. 
While  the  average  desk  sits  there  doing  nothing. 

But  equip  any  desk  with  an  IBM  computer  or  terminal— like  our  new  Personal 
Computer  XT— and  suddenly  a  dull  piece  of  furniture  becomes  a  very  smart  piece 
of  business:  The  Smart  Desk  from  IBM. 

The  Smart  Desk  can  give  you  all  sorts  of  timely  information,  any  time  you  need  it. 

It  can  produce  graphs  and  spreadsheets.  Help  you  compile  reports.  Keep  your 
calendar  even  send  and  receive  electronic  mail. 

And  because  no  one  likes  to  wait  for  important  facts  and  figures,  our  desktop 
computers  are  designed  to  connect  you  directly  with  your  company's  central  data 
files  and  office  systems.  Or  with  the  Smart  Desks  of  managers,  secretaries  and 
other  professionals  around  the  office. 

IBM  Smart  Desk  products  are  easy  to  use,  so  you'll  start  reaping  the  benefits 
almost  as  soon  as  you  sit  down.  And  when  you  put  yourself  behind  The  Smart  Desk, 
we  put  our  famous  service  network  behind  you. 

To  learn  more  about  IBM  desktop  computing,  call  your  IBM  representative  or 
visit  your  nearest  IBM  Product  Center.  ^F^FbEL  ^® 

And  we'll  show  you  a  smart  place  to  spend  your  career.  -E.-EIr.z~E. 


The  Smart  Desk  from 

IBM. 


This  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 
The  offering  is  made  only  by  the  Prospectus. 


1,450,000  Shares 


International  Technology  Corporation 
Common  Stock 


Price  $15.50  Per  Share 


Copies  of  the  Prospectus  may  be  obtained  from  any  of  the  several  Underwriters 
only  in  states  in  which  such  Underwriters  are  qualified  to  act  as  dealers 
in  securities  and  in  which  the  Prospectus  may  be  legally  distributed. 


Dean  Witter  Reynolds  Inc 

Bear,  Stearns  &  Co. 

Blyth  Eastman  Paine  Webber 

Incorporated 

Donaldson,  Lufkin  &  fenrette 

Securities  Corporation 

Hambrecht  &  Quist 

Incorporated 

Lehman  Brothers  Kuhn  Loeb 

Incorporated 


E.  F.  Hutton  &  Company  Inc. 


The  First  Boston  Corporation 
Alex.  Brown  &  Sons 
Drexel  Burnham  Lambert 

Incorporated 

Kidder,  Peabody  &  Co. 

Incorporated 


A.  G.  Becker  Paribas 

Incorporated 

Dillon,  Read  &  Co.  Inc. 
Goldman,  Sachs  &  Co. 
Lazard  Freres  &  Co. 


Prudential-Bache 

Securities 


Merrill  Lynch  Capital  Markets 
L.  F.  Rothschild,  Unterberg,  Towbin  Shearson / American  Express  Inc. 

Smith  Barney,  Harris  Upham  &  Co.         Wertheim  &  Co.,  Inc.         Montgomery  Securities 

Incorporated 

Robertson,  Colman  &  Stephens  Johnson,  Lane,  Space,  Smith  &  Co.,  Inc. 

December  15,  198.3 


The  Up  &  Comers 


Syme  has  started  to  make  changes. 
He  is  beginning  to  sell  smaller,  more 
decorative  stoves,  and  he  is  adding 
new  products  like  cast-iron  water 
heaters  and  ceiling  fans  manufactured 
by  others.  Although  the  margins  prob- 
ably aren't  as  good  on  the  outside 
items,  the  idea  is  to  get  more  sales 
dollars  from  existing  customers.  In 
addition,  Syme  is  working  to  expand 
Vermont's  dealer  network  and  to 
move  more  into  the  Midwest,  South 
and  Southwest,  where  wood-burning 
stoves  don't  enjoy  a  long  tradition; 

Even  with  all  this,  growth  won't 
come  easily.  One  reason  is  that  Syme 
must  meld  expansion  with  Vermont 
Casting's  carefully  nurtured  image, 
built  around  links  to  home  and 
hearth.  There  is,  for  example,  the  an- 
nual picnic  in  a  field  near  the  foundry. 
At  last  summer's,  11,000  people 
showed  up.  The  company  also  pub- 
lishes quarterly  newsletters  filled 
with  winter-in-Vermont  reminis- 
cences and  old  New  England  recipes. 

"This  state  just  says  wood  fires, 
sleigh-riding  and  apple  cider — a  nice 
life,"  says  Syme.  "That's  why  I  came 
up  here,  and  that's  one  of  the  things 
we've  got  to  offer."  The  problem  is 
how  to  retain  that  homey  touch  and 
continue  to  grow. 

Getting  rich 
on  cents -off  coupons 

Not  all  the  cents-off  retail  coupons 
that  flutter  to  the  floor  from  Sun- 
day's papers  wind  up  in  the  trash. 
Some  4.5%  get  redeemed  at  stores,  up 
from  only  2%  ten  years  ago.  The  re- 
demption rate  is  still  growing,  and 
that  means  more  business  for  Seven 
Oaks  International  Inc.  of  Memphis. 
"If  we  don't  add  one  new  customer 
this  year,  we'll  have  at  least  15% 
growth  in  unit  volume  just  because  of 
the  business  we're  in,"  says  Frank 
Donato,  Seven  Oaks'  chief  financial 
officer. 

The  business  consists  of  collecting 
coupons  from  retailers  (mostly  inde- 
pendent grocers),  reimbursing  them 
for  honoring  coupons  and  turning  in 
the  coupons  to  the  corporate  issuers 
for  cash.  Seven  Oaks  operates  a  tiny 
mill,  tolling  a  penny  or  two  on  each 
coupon  it  processes  for  smaller  retail- 
ers. The  Safeways  and  Foodtowns  hire 
A.C.  Nielsen  to  do  the  same.  Until 
Sam  Sarno  came  along,  independent 
grocers  had  to  cope  with  the  coupons 
pretty  much  by  themselves. 

Sarno,  founder  and  chairman  of 
Seven  Oaks,  was  an  independent  gro- 
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And  accept  your 
first  issue  with  our 
compliments. 

However  you  entertain  and 
for  whomever  you  entertain, 
CUISINE  is  the  last  word  in 
creative  entertainment. 

Dining  at  home?. . .  Whether 
you're  planning  quail  for  two 
or  crepes  layered  with  veal  and 
duxelles  for  200,  we'll  share 
secrets  that  will  surprise  your 
most  sophisticated  guest. 

Dining  out?. . .  Come  with 
us  as  we  search  for  culinary 
delights— reviewing  the  cuisine 
scene  across  the  country  and  <m 
around  the  world. 


Are  nines  your passion?. . . 
CUISINE  is  the  wine-lovers 
trusted  companion.  Noted  oeno- 
phile  Hugh  Johnson  has  helpful 
advice  and  the  latest  news  on 
the  latest  vintages. 

Is  travel  your  love?.  ..When 
you  travel  with  CUISINE,  expect 


to  find  the  unexpected.  The 
restaurant  locals  favor.  The  toui  - 
ing  "must-sees"  that  most  miss. 

Mail  coupon  toCUISlNE,  P.O.  Box  2642 
Boulder.  CO  80322 


Anything  less  than  a  stir  won't  do. 

Yes,  I  want  to  create  a  stir.  Start  my  subscrip- 
tion to  CUISINE  with  my  first  issue  free.  With 
mv  FREE  copy,  i  ll  actually  receive  13  issues 
for  the  low  price  of  S 1 1 .97.  That's  S  12.03  less 
than  the  single-copy  price— a  savings  of  50",,.  If 
not  delighted.  I  can  always  cancel  and  receive 
an  immediate  refund  for  all  unmailed  issues. 
The  free  issue  is  mine  to  keep  in  any  case. 


Name  

(please  print) 

Address  


City  State  Zip — 

Mail  coupon  to  -.CUISINE.  P.O.  Box  26-i2 
Boulder,  CO  80.322 

This  offer  expires  on  March  31 ,  1984.  Please  allow  5- 10 
weeks  for  delivery  of  your  first  issue  Basic  subscrip- 
tion price  is  1 14.97  for  one  year,  12issues.  5CSL1 


Now  the  world's  largest  paper  mill  runs  on  its  own  power 


Seven  million  pounds  of  paper  and  paperboard  a  day, 
every  day.  That's  the  capacity  of  Union  Camps  mill 
in  Savannah,  Georgia.  Yet,  paper  production — even 
in  these  enormous  quantities — is ,  after  all ,  what  a 
paper  mill  is  all  about. 

Production  of  electricity,  however,  is  not  ordi- 
narily what  a  paper  mill  is  all  about. 

But  this  is  not  your  ordinary  paper  mill.  This 
one  has  the  capability  of  being  self-sufficient  in 
electricity. 


The  secret?  Cogeneration — the  production  of 
both  steam  and  electricity  for  industrial  processes  in 
the  same  power  plant,  utilizing  energy  that  might 
otherwise  be  lost. 

For  engineering  and  design,  Union  Camp 
chose  United  Engineers  &  Constructors,  a  Raytheon 
company.  With  the  new  system  in  place,  Union  Cam] 
now  enjoys  the  best  of  two  worlds:  they  maintain  theii 
record  production  while  greatly  reducing  the  cost  of 
the  fuel  and  electricity  required  to  do  it. 


Cogeneration  is  a  concept  that's  sparking  wide 
terest  throughout  power-intensive  industry,  and 
nited  has  several  such  assignments  in  various  stages 
planning  and  construction.  All  these  projects  are 
itural  extensions  of  United 's  long  experience  in 
'signing  and  engineering  for  both  utilities  and 
dustry,  experience  that  positions  them  solidly  in 
narket  that  is  expected  to  total  $30  billion  between 
)w  and  the  year  2000. 

United  Engineers  &  Constructors  is  an 


important  part  of  Raytheon,  a  five  and  a  half  billion 
dollar  company  in  electronics,  aviation,  appliances, 
energy,  construction,  and  publishing.  For  our  latest 
financial  reports,  write  to  Raytheon  Company,  Public 
Relations,  141  Spring  Street,  Lexington,  MA  02 173. 


The  Up  &  Comers 


cer  himself  when  he  finally  realized 
there  was  money  to  be  made  in  unbur- 
dening smaller  grocers  from  coupon 
work.  It  was  in  the  late  1960s,  and 
Sarno  noticed  that  more  of  his  cus- 
tomers were  turning  in  coupons.  In 
1971  he  started  Seven  Oaks.  "I  could 
see  the  future  in  it,  and  you  could  not 
help  but  make  money,"  Sarno  recalls. 
"Nielsen  didn't  care  about  the  small 
individuals,  so  the  market  was  open. 
The  timing  was  perfect.  Couponing 
was  starting  to  grow." 

Today  it's  big  business.  Some  2,000 
companies  offer  coupons,  up  from  a 
mere  handful  in  the  1960s.  More  than 
119  billion  coupons  with  a  face  value 
of  $25  billion  were  issued  in  1982. 

Sarno's  Seven  Oaks  is  now  second 
only  to  Nielsen  in  processing  cou- 
pons. With  profit  margins  after  taxes 
of  21%,  the  business  has  groceries 
beat  all  the  way  to  the  meat  rack  and 
back.  In  fiscal  1983,  its  second  year  as 
a  publicly  held  business,  Seven  Oaks 
earned  $3.7  million  on  sales  of  $17.7 
million.  It  amounted  to  a  22%  return 
on  equity,  with  practically  no  debt. 
Fiscal  1984  looks  even 
better.  Sarno's  6%  of  Sev- 
en Oaks  stock  is  worth 
about  $4  million  at  cur- 
rent prices. 

How  can  such  money 
be  made  out  of  coupons 
that  can  only  be  called 
two-bit,  in  most  cases?  To 
understand  how,  it  helps 
to  know  a  bit  about  the 
business.  Clearinghouses 
such  as  Seven  Oaks  count, 
sort  and  batch  the  cou- 
pons from  retailers.  The 
clearinghouses  verify  the 
values  and  return  sorted 
coupons  to  issuers.  They 
also  advance  payment  to 
the  retailer  for  the  face 
value  of  the  coupons  pro- 
cessed and  for  a  portion  of 
the  7  cents  or  8  cents  typi- 
cally paid  to  the  grocer  by 
the  manufacturer  as  a 
handling  fee. 

Smaller  stores,  often 
pinched  for  cash,  need 
coupons  converted  into 
dollars  fast.  The  faster 
Seven  Oaks  reimburses 
them  for  the  coupon  val- 
ue, the  bigger  the  piece  of 
the  fee  Seven  Oaks  keeps. 
A  very  small  retailer  who 
wants  payment  in  24 
hours  sacrifices  the  entire 
fee.  "We  learned  to  do 


something  that  Nielsen  wasn't  able  to 
do:  how  to  handle  small  accounts  very 
efficiently  and  make  money  doing  it. 
That's  the  secret  to  our  success," 
Sarno  says. 

Actually,  that  is  only  part  of  the 
secret.  The  other  is  cheap  labor.  Re- 
tailers ship  their  coupons  to  Seven 
Oaks'  El  Paso  office.  Trucks  take  the 
coupons  to  its  Juarez,  Mexico  process- 
ing plant.  There  1,300  laborers,  work- 
ing for  roughly  85  cents  an  hour,  sort 
and  verify  the  coupons  and  pack  them 
off  to  the  issuer.  Lower  costs  (kept 
down,  in  part,  by  peso  devaluations 
that  more  than  offset  Mexican  wage 
gains)  have  recently  helped  Sarno 
compete  with  Nielsen  for  larger  su- 
permarket customers. 

Yet  Sarno  himself  doesn't  have 
much  to  fear  from  new  competition. 
Big  coupon  issuers,  wary  of  fraud,  au- 
thorize retailers  to  deal  only  with  the 
Nielsens,  Seven  Oakses  and  other  es- 
tablished clearinghouses.  Sarno,  his 
basic  business  secured,  is  free  to  di- 
versify. He  has  moved  into  the  fulfill- 
ment field — the  distribution  of  mon- 
ey or  gifts  given  by  companies  with 
incentive  programs. 

Coupons  keep  going  strong.  In  first- 


Seuen  Oaks'  Sam  Sarno  (seated  )  and  Frank  Donato 
"You  could  not  help  but  make  money." 


quarter  fiscal  1984,  Seven  Oaks  pro- 
cessed a  record  231  million  coupons, 
31%  more  than  in  1983's  first  quarter. 
And  the  number  rose  by  30%  in 
1984's  second  quarter,  m  helping 
shoppers  save  pennies,  Sarno  is  still 
earning  millions. — Robert  H.  Bork  Jr. 

Back  to  the  prom 
and  the  altar 

After  Six,  Inc.,  the  Philadelphia  re- 
tailer and  renter  of  men's  formal 
wear,  was  starting  to  fray  around  its 
corporate  coattails.  From  1966  to 
1979,  13  years  of  new  ventures  in  re- 
tailing and  in  the  manufacture  of 
men's  business  suits,  uniforms,  shirts 
and  even  women's  tailored  clothing 
had  not  accomplished  the  objective: 
to  move  successfully  beyond  After 
Six'  seasonal,  February-to-july  prom 
and  wedding  business. 

After  Six  managed  to  earn  little  or 
nothing  from  its  diversity.  The  contri- 
bution of  formal  wear  to  After  Six  sales 
shrank  to  50%,  but  the  tuxes  and  tails 
still  provided  99%  of  earnings.  Mean- 
while, After  Six  had  borrowed  heavily 
to  finance  its  acquisitions.  By  1981  it 
was  running  up  debt  equal  to  about 
200%  of  its  shareholders' 
equity,  5  times  the  apparel 
industry  median. 

After  Six'  bankers  were 
getting  nervous.  So  was 
Robert  C.  Rudofker,  49,  a 
large  shareholder  and  cous- 
in of  After  Six  President 
Sam  Rudofker,  62,  archi- 
tect of  the  disappointing 
diversification.  In  Febru- 
ary 1983,  after  a  bitter  fam- 
ily fight,  After  Six  bought 
Sam  Rudofker's  26%  stock 
interest  in  the  firm  at  mar- 
ket—$2.2  million,  or  $6.50 
a  share.  By  that  time,  Bob 
Rudofker  had  already  tak- 
en over  as  president  and 
was  starting  to  shed  all 
those  acquisitions. 

Since  then,  he  has  sold 
them  all.  He  has  eliminat- 
ed After  Six'  short-term 
debt  and  cut  total  borrow- 
ing as  a  percentage  of  eq- 
uity by  40%.  The  medi- 
cine has  begun  to  work.  In 
fiscal  1983  net  profit  mar- 
gin, on  sales  of  $42  mil- 
lion, widened  to  8.6% 
from  an  average  of  1.4% 
in  the  prior  five  years,  and 
return  on  equity  shot  up 
to  27%  from  4%.  The  im- 
provement is  continuing 
in  fiscal  1984. 
With  the  business  again 
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E  RE  TAKING  OFF 
INTO  THE  FUTURE. 


ADDRESSING  TOMORROW  TODAY. 


Imagine. 

A  remarkable  new  ZIP  Code  system 
'  business  mailers.  So  precise  it 
in  actually  pinpoint  specific  streets, 
ecific  buildings.  Even  specific  build- 
g  floors. 

That's  the  ZIP +  4  code. 
Now  imagine  a  computerized  sorting 
stem  so  advanced  that  it  automati- 
lly  reads  the  last  line  of  the  address 
:  your  envelope.  Reducing  sorting 
ne  while  increasing  sorting  efficiency. 
That's  the  Optical  Character  Reader 
CR). 

EFFICIENCY. 

Perhaps  most  amazing  is  the  fact 
at  both  the  ZIP  +  4  program  and  our 
ZR's  are  already  in  place.  Ready  to 
ing  technological  efficiency  to  the 


mountainous  task  of  moving  100  billion 
pieces  of  business  mail  per  year. 

But  to  deliver  the  future,  we  need 
your  help. 

Begin  by  being  sure  that  the  entire 
address  on  all  your  business  mail  is 
totally  visible,  legible  and  located 
properly.  Your  local  post  office  can  give 
you  all  the  information  you  need. 
ECONOMY. 

Use  of  ZIP +  4  codes  is  voluntary. 
But  by  adopting  them,  you'll  be 
rewarded  in  the  form  of  more  stable 
postal  rates.  In  fact,  when  you  meet 
the  eligibility  requirements,  you  can 
start  saving  postage  right  away. 

If  you're  a  First-Class  mailer  of  500 
pieces  or  more  who  already  presorts, 
you  can  save  a  half-cent  per  piece 


when  you  use  ZIP  +  4  codes.  And  that's 
on  top  of  the  three-cent  discount  for 
presorting. 

If  you're  a  First-Class  mailer  who 
doesn't  presort  but  mails  250  pieces  at 
a  time,  you  can  save  nine-tenths  of  a 
cent  per  letter. 

And  no  matter  how  many,  or  how  few, 
pieces  you  mail,  using  ZIP +  4  codes 
can  give  you  a  cleaner,  more  efficient 
mailing  list.  Plus  more  consistent 
delivery. 

COOPERATION. 

Let  us  show  you  how  you  can  put 
more  zip  in  your  mail  service.  Contact 
your  local  Postmaster  or 
Customer  Service  Represen- 
tative. And  send  yourself 
into  the  future.      ©  usps  1983 


The 
Xerox 

M 


Designed  to 
outrun  every 
competitor 
in  its  class. 


From  the  moment  you  engage  the 
Xerox  1075  Marathon  copier,  the 
evidence  is  overwhelming:  this 
machine  has  been  designed  to  with- 
stand the  greatest  tests  of  endurance 
and  stamina. 

In  a  matter  of  seconds,  it  has  run 
through  a  battery  of  100  critical  check- 
points, to  ensure  readiness. 

Once  the  1075  is  off  and  running,  it 
continues  to  monitor  itself.  Constantly 
making  adjustments  so  that  every 
copy  looks  as  good  as  the  original. 

It's  so  adaptable,  you  can  custom 
design  it  to  fit  your  needs,  choosing 
from  20  possible  configurations.  From 
a  high-speed  document  handler,  that 
can  copy  up  to  50  originals  at  a  rate  of 
70  per  minute,  to  a  finisher  that  auto- 
matically sorts  w 
and  staples.  XEROX 

Consider  also 
its  ability  to 
reduce  originals 

by  1%  increments  MARATHON 
down  to  65%  of  mmg^ 

your  original.  Or  its  ability  to  copy 
two-sided  originals  automatically. 

Then  consider  these  additional 
enhanced  features  offered  at  no  extra 
cost;  automatic  tray  switching,  varia- 
ble margin  shift,  even  the  capability 


XEROX 

1075 


XEROX 


to  copy  document  covers  with 
different  paper  stock. 

Best  of  all  the  1075  is  a  Marathon. 

Every  major  component  has  had  to 
pass  an  unprecedented  array  of  stress 
tests.  In  addition,  the  1075  has  the 
brain  power  of  six  personal  com- 
puters. Imagine  a  copier  that  can 
think  for  itself. 

But  as  advanced  as  this  machine  is, 
it  is  incredibly  easy  to  use.  The  display 
screen  and  readout  communicate  to 
you,  in  simple  terms,  more  than  100 
easy-to-understand  messages.  So 


that  the  1075  can  literally  walk  you 
through  your  job. 

The  Xerox  1075  Marathon  copier. 
Built  not  only  to  shatter  the  record  for 
endurance.  But  to  emerge  as  the 
undisputed  leader. 


For  more  information,  call  800-833-2323,  extension  75,  or  your  local  Xerox  office, 
or  mail  in  this  coupon:  Xerox  Corp.,  Box  24,  Rochester,  New  York  14692. 

□  Please  have  a  sales  representative  contact  me. 

□  Please  send  me  more  information. 


NAME 

TITLE 

COMPANY 

ADDRESS 

CITY 

STATE 

ZIP 

PHONE 

7S 

13z  1/16/84 

XEROX®,  Marathon  and  1075  are  trademarks  ol  XEROX  CORPORATION 


The  Up  &  Comers 


After  Six  President  Robert  C.  Rudofker 
Looking  spiffy  again. 


grounded  on  formal  wear,  Rudofker  is 
diversifying,  but  along  somewhat  dif- 
ferent lines  from  before.  "We  are  li- 
censing our  name  to  a  line  of  jewelry 
to  be  worn  with  formal  wear  and  are 
licensing  our  name  for  use  in  Japan," 
he  says.  After  Six  itself  has  bought 
licenses  to  use  the  names  of  designers 
Bill  Blass  and  Yves  Saint  Laurent.  "A 
few  stores — Saks,  for  example — 
would  not  think  of  selling  tuxes  with 
the  After  Six  name  on  them  if  the 
same  garments  can  be  rented,"  Ru- 
dofker says.  After  Six  may  also  ven- 
ture into  bridal  wear.  "Since  70%  of 
our  business  is  already  due  to  wed- 
dings, it  would  be  a  natural  expan- 
sion," he  says. 

Renting  and  selling  tuxes,  Ru- 
dofker concedes,  hardly  enjoys  the 
investment  glamour  of,  say,  genetic 
engineering.  "But,"  he  says,  "when 
you  consider  we  play  a  major  role  in 
the  life  of  the  ordinary  guy  on  the 
two  most  important  days  in  his 
life — his  prom  and  the  day  he  mar- 
ries— it  helps  restore  a  sense  of  bal- 
ance about  what  is  important  and 
exciting." 

And  now  that  After  Six  is  again 
making  real  money,  that's  exciting, 
too. — Stanley  W.  Angrist 


This  announcement  is  not  an  offer  of  securities  for  sale  or  a  solicitation  of  an  offer  to  buy  securities. 


December  16, 1983 


5,727,581  Shares 

The  Goodyear  Tire  &  Rubber  Company 


Common  Stock 

(without  par  value) 


The  undersigned  obtained  these  shares  from  Selling  Shareholders  who 
received  the  shares  in  exchange  for  certain  debt  obligations  of 
The  Goodyear  Tire  &  Rubber  Company. 


Dillon,  Read  &  Co.  Inc. 

The  First  Boston  Corporation  Goldman,  Sachs  &  Co. 

Lehman  Brothers  Kuhn  Loeh  Merrill  Lynch  Capital  Markets 

Incorporated 

Morgan  Stanley  &  Co.     Salomon  Brothers  Inc     Dean  Witter  Reynolds  Inc. 

Incorporated 


Rice  fields  in  the  Sacramento  Valley 

The  advantages  of  a  fine  climate  and  indtistriousness  .  .  .  squandered. 


Blessed  with  fine  climate  and  industrious 
character,  California  s  rice  growers  are  the 
worlds  most  productive.  But  they  have 
squandered  their  advantage. 


"Somebody  took 
the  profits" 


By  Michael  Cieply 


Rice  farmers  in  the  soggy  paddy 
lands  of  California's  Sacramen- 
to Valley  are  the  world's  most 
productive.  Blessed  with  a  gentle  cli- 
mate and  an  abundance  of  water  from 
the  Sierra  Nevada,  California  growers 
produce  with  field  costs  of  less  than 
$200  per  ton  of  unmilled  grain.  The 
Californians  are  more  than  4  times  as 
productive  as  labor-intensive  growers 


in  the  rice  culture  of  Japan.  Average 
yields  in  the  Sacramento  Valley  ex- 
ceed 7,000  pounds  of  rice  per  acre, 
compared  with  4,200  pounds  in  rival 
growing  areas  like  Arkansas  and  Lou- 
isiana. California  last  year  produced 
22%  of  the  nation's  4.8  million  metric 
ton  rice  crop. 

But  thus  is  nature's  bounty  squan- 
dered: By  the  time  California  rice 
reaches  dockside,  total  costs  have 
mounted  to  about  $11.50  per  100 


pounds  of  paddy  rice.  That  is  nearly 
even  with  the  costs  of  far  less  produc- 
tive southern  growers,  and  much  too 
high  to  sell  profitably  in  glutted  world 
markets,  where  the  original  100 
pounds,  once  milled  down,  fetches  as 
little  as  $6. 

High  labor  costs?  That's  only  part  of 
the  problem.  It's  what  happens  after 
the  harvest  that  produces  most  of  the 
cost  escalation.  Says  Ralph  Newman, 
who  runs  Sacramento's  Farmers'  Rice 
Cooperative:  "Somebody  down- 
stream took  all  the  profits." 

Newman  means  that  the  inefficien- 
cy of  such  California  rice  handlers  as 
FRC,  which  runs  on  a  wasteful  boom- 
and-bust  cycle,  chews  up  the  growers' 
natural  advantages.  Consider  how 
that  came  about:  Until  Newman  was 
named  FRC's  president  in  July  1983, 
virtually  all  of  California's  rice  ex- 
ports, which  peaked  at  more  than 
$350  million  in  1980-81,  were  bro- 
kered through  the  Connell  Rice  & 
Sugar  Co.  of  Westfield,  N.J.  That  com- 
pany is  headed  by  one  Grover  Con- 
nell. You  may  remember  Connell 
from  the  Koreagate  follies.  He  does 
business  in  rice-buying  countries 
around  the  world  and  regularly  han- 
dled 90%  of  South  Korea's  huge  rice 
imports.  Back  in  1978  Korean  lobbyist 
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Tongsun  Park  claimed  to  have  re-  cisco,  the  cooperatives  sued  the  mde- 
ceived  $1.5  million  in  illegal  commis-  pendent  supplier  for  allegedly  paying 
sions  from  Connell.  A  Washington,  bribes  to  Korean  agents.  The  indepen- 
D.C.  grand  jury  indicted  Connell  on  dent  then  sued  Connell  for  supposed- 
fraud  and  conspiracy  counts.  Charges  ly  monopolizing  the  Korean  rice  trade 
were  dismissed  when  Park  changed  and.  manipulating  the  co-ops.  The 
his  story  and  fled  the  country.  mess  is  still  stuck  in  federal  court, 

Concerns  about  rice  brokerage  con-  although  FRC,  under  Newman;  has 
tinue  to  hold  the  government's  atten-  settled  with  Pacific, 
tion.  In  1982-83  a  second  grand  jury  in  Meanwhile,  the  Korean  govern- 
San  Francisco  investigated  the  pricing  ment  also  signed  for  370,000  tons  of 
and  exporting  activities  of  the  Califor-  California  medium-grain  rice,  a  vari- 
nia  rice  mills  and  what  the  Justice  ety  much  preferred  by  Koreans,  from 
Department  identifies  as  a  "major  in-  non-Connell  Comet  Rice,  Inc.  Comet 
ternational  rice  broker."  Although  tried  to  buy  its  rice  from  the  two  co- 
the  grand  jury  concluded  its  term  in  ops.  Both  were,  at  the  time,  loaded 
November  without  filing  charges,  the  with  inventory.  But  the  co-op  man- 
Justice  Department  is  still  consider-  agements  declined  to  sell  except 
ing  further  action.  through  Connell,   who  pegged  his 

Back  to  Connell.  He  appeared  to  price  at  $35  a  ton  over  Comet's  con- 
enjoy  a  special  relationship  with  FRC  tract  price.  And  Connell,  a  big  politi- 
and  a  sister  Sacramento  co-op,  the  cal  contributor,  had  help  in  high 
Rice  Growers  Association,  which  to-  places.  U.S.  Representative  Bill  Alex- 
gether  handle  about  75%  of  Califor-  ander  (D-Ark.)  received  at  least 
nia's  rice  crop.  After  the  Koreans  tried  $10,000  in  contributions  and  honorar- 
to  dump  Connell  in  1981  by  purchas-  la  from  Connell  and  the  California 
ing  rice  from  the  independent  Pacific  growers  from  1979  to  1982.  He  pres- 
International  Rice  Mills  of  San  Fran-  sured  South  Korea  in  congressional 


Ralph  Newman  at  a  Fanners'  Rice  Cooperative  warehouse  in  West  Sacramento 
It  won't  do,  he  says,  to  wait  for  bad  weather  elsewhere. 


hearings  to  complete  the  sale.  Within 
ten  days  of  taking  charge  of  the  co-op, 
Newman  broke  with  Connell  and 
signed  a  deal  to  supply  the  Koreans. 

What  angers  Newman,  45,  a  no- 
nonsense  operator  who  piloted  heli- 
copters during  the  Vietnam  War,  is 
the  way  California  growers  have 
wasted  their  productive  advantage  by 
neglecting  their  markets.  They  were 
content  to  wait  for  the  odd  opportuni- 
ty— bad  weather  elsewhere  or  politi- 
cal finagling — to  move  their  crops. 

Things  were  different  in  the  South. 
Southern  growers,  led  by  $250  million 
(1983  sales)  American  Rice,  Inc., 
Newman's  old  employee  and  the  na- 
tion's second-largest  rice  co-op,  have 
taken  control  of  marketing  their  own 
rice  through  brokers  and  distributors 
around  the  world.  That  has  led  to 
healthy  broadening  of  their  customer 
base.  When  the  Iraqis  aren't  buying, 
perhaps  the  Indonesians  are.  Yet,  the 
Californians  became  dependent  on  a 
handful  of  big  Connell  customers, 
with  Korea  taking  as  much  as  96%  of 
the  state's  export  crop. 

While  the  Californians  were  fid- 
dling, competition  grew  tougher.  Im- 
proved cultivation  and  handling  tech- 
niques in  grower  countries  like 
Burma  and  Thailand  expanded  the 
world  supply  of  exportable  rice. 
Hence,  U.S.  market  share  dropped  to 
about  15%  last  year,  and  California 
growers  must  now  push  2  million 
tons  of  inventory  into  a  market  where 
rice  often  sells  below  production 
costs.  Newman  insists  that  FRC, 
which  saw  export  sales  drop  by  half 
during  the  standoff  with  Korea  and 
piled  up  $16  million  in  long-term  debt 
to  build  a  new,  $19.7  million  milling 
facility,  must  finally  learn  to  market 
on  its  own.  Because  of  heavily  subsi- 
dized foreign  competition,  markets 
abroad  won't  improve  soon.  Taiwan, 
to  choose  but  one  example,  recently 
dumped  550,000  tons  of  rice  in  prime 
U.S.  markets  at  about  $200  a  ton, 
which  is  less  than  one-third  the  price 
it  paid  growers  to  raise  the  crop. 

Such  economics  in  the  near  future 
could  force  an  industrywide  contrac- 
tion, with  perhaps  three  of  Califor- 
nia's seven  rice  milling  firms  disap- 
pearing. To  keep  things  from  getting 
worset  Newman  argues  that  the  Cali- 
fornians will  have  to  set  up  marketing 
networks  like  ARI's.  The  effort  will 
mean  beefing  up  the  40-person  staff 
inherited  from  the  let-Connell-do-it 
days.  The  growers  seem  eager  to  sup- 
port Newman  thus  far.  In  a  hall 
crowded  for  FRC's  annual  meeting 
last  fall,  600  members  cheered  as 
Newman  promised  to  put  the  co-op's 
house  in  order.  But  is  it  too  late?  ■ 
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The  bottom  line 
is  always  in  vogue. 


is 


ashions  by  Emanuel  Ungaro,  Beverly  Hills. 


3ecause  one  thing  that  never  goes  out  of  style  is  a 
landsome  profit,  the  MD-80  family  is  destined  to 
3e  a  classic. 

Consider  these  figures. The  MD-80  flies  25%  more 
seat  miles  per  gallon  than  any  other  available  aircraft 
Df  its  size.  And  the  total  maintenance  per  seat  mile 
s  15%  below  any  other  aircraft  in  its  class. 

The  qualities  that  give  the  MD-80  family  profit 
DOtential  for  airlines  make  it  even  more  promising 


for  investors.  MD-80s  continue  the  tradition  of 
McDonnell  Douglas  quality  and  longevity.  Compared 
with  their  original  cost,  used  DC-9s  have  higher 
residual  values  than  similar  jets. 

The  exciting  new  MD-80.  When  we  designed  it,  we 
made  sure  that  one  of  its  most  beautiful  lines  would 
be  the  bottom  line. 


Announcing 

THE  TOUCHSCREEN 
PERSONAL  COMPUTE! 


The  Hewlett-Packard  15 


Touchscreen  makes  the  HP  150 1 
easiest-to-learn,  easiest-to-use  persoi 
computer.  Touch.  It  makes  sense 
operate  a  personal  computer  by  sim 
touching  the  screen.  Whetl 
you're  finding 
address  with  Person 
Card  File 
making  a  pho 
calif  our  n< 
Touchscre 
Persoi 
Computer  y 
respond  to  ya 
touch.  l| 
complicai 
commands 
mouse.  Jii 
your  fing 


1 


Touch  the  screen  and  edit. To  delete  a  line,  edit  a  sentence 

or  to  rriove  a  paragraph  just  touch  the  screen. 
Actually  touch  the  words  that  you  want  changed. 
Then  execute  your  commands  by  simply  touch- 
ing one  of  the  touch -activated  labels  on  the 
screen.  The  labels  change  as  you  go  along  and 
they  are  always  there  to  help  you,  every  step 
of  the  way.  WordStar®  word  processing  has  never 
been  easier  to  use. 


Touch  the  Screen  and  explore.  To  change  a  worksheet,  you 

literally  touch  the  number  on  the  screen  or 
one  of  the  labels  appearing  on  the  screen.  And 
that  makes  VisiCalc®  even  easier  to  use.  Then  use 
the  keyboard  for  keying-in  numbers.  All  kinds 
of  financial  "what-if 1'  problems  have  never  been 
easier  or  quicker  to  solve. 


IP  150  at  a  Glance. 

!ser  Memory: 

256K-640K  bytes 

)perating  System: 

MS-DOS  2.0 

iicroprocessor: 

16-bit,  8088,  8Mhz 

'ermanent  Memory: 

(ROM)  160K  bytes 

diagnostics: 

Power-on  self  testing 

isplay  Screen: 

Touch -activated,  green  phosphor 
80  characters  x  27  lines 
9  x  14  character  matrix 
Upper  and  lowercase 
Simultaneous  text  and  graphics 
capability 

390v  x  512h  graphics  resolution 
1024  characters  and  symbols  in  ROM 

ieyboard: 

107  keys,  8-ft.  cord  attaches  to 
system  unit,  10-key  numenc  pad, 
12  function  keys  (8  screen  labeled  ) 

compact  Size: 

2.1  sq.  ft.  desk  space 

ommunications: 

2  RS-232  ports  (Budt-in) 
HP-IB  ( [EEE-488 )  ( Built-in) 
IBM  3278  (SDLC,  BSC),  early  1984 
Up  to  19,200  bits  per  second 

eripherals: 

Choice  of  printers  ( including 
optional  internal  printer),  plotters, 
3.5"  and  514"  floppy  drives  { 264KB 
formatted),  Winchester  hard  discs 
(5  and  IS  MB) 

ith  modem  at  extra  cost 

ordStar  is  a  registered  trademark  of  MicroPro 

iiCak  is  a  registered  trademark  of  VisiCorp. 

Touch  the  Screen  and  See.  With  HP  Graphics,  the  Touchscreen 

Personal  Computer  converts  your  numbers 
to  graphs  when  you  simply  touch  the  screen. 
And  with  the  optional  internal  printer,  you  can 
print  copies  of  all  your  work.  All  this  and  more 
when  you  touch  the  high-resolution  screen. 
A  screen  designed  to  be  easy  on  the  eyes. 


We're  going  to  change  the  way  you  think 
about  personal  computers.  To  try  your  hand 
at  the  Touchscreen  Personal  Computer  get 
in  touch  with  your  Hewlett-Packard  dealer. 
Call  (800)  FOR-HPPC.  With  an  HP  150, 
you  mightget  in  touch  with  a  whole 
new  you. 


Setting  you  free. 

Hewlett-Packard  Personal  Computers 


hp 


HEWLETT 
PACKARD 


THE  FUTURE! 

To  this  child,  it  is  only  a  wagon  full  of  rocks,  to  Fansteel,  the  wagon 

holds  industry's  future. 

From  minerals  such  as  these,  Fansteel's  materials  technology  is 
producing  tantalum,  columbium,  and  tungsten  and  using 
molybdenum,  titanium,  and  special  materials  to  meet 
specific  needs  of  industry. 

Through  the  products  which  Fansteel  manufactures  for  industry,  a  wide 
spectrum  of  everyday  life  for  this  child  is  touched  and  improved. 
Industry's  natural  source  for  the  future  is  Fansteel. 


The  recession  may  be  over  for  most  of  the  economy, 
but  things  are  still  tough  in  the  legal  profession. 
And  they  may  get  worse. 


Lawyers 
versus  the 
marketplace 


f  you  have  paid  any  legal  bills 
lately,  you  may  have  trouble  be- 


lieving  what  we  are  about  to  say,  but  it's  true:  Taken 
as  a  whole — and  there  are  wondrously  prosperous 
exceptions— American  lawyers  are  headed  for  seri- 
ous financial  trouble.  Their  golden  age  is  coming  to  an  end. 
This  pampered,  protected  profession  is  feeling  the  bite  of 
unaccustomed  competition.  You  won't  find  lawyers  driv- 
ing taxicabs  yet,  but  it  could  happen  soon. 

"Competitive  pressures  are  forcing  lawyers  to  become 
businessmen,"  says  Michael  Magness,  who  heads  the  re- 
cruiting arm  of  law  directory  publisher  Martindale-Hub- 
bell.  "The  lawyer  who  doesn't  become  a  good  business- 
man isn't  going  to  make  it." 

The  public  isn't  yet  aware  of  what  is  happening.  Big- 
name  negligence  and  criminal  lawyers  still  command  out- 
rageous fees.  Blue  ribbon  firms  with  blue  chip  clients  are 
hardly  cutting  rates  to  stay  in  business.  But  this  is  a  small 
corner  of  the  legal  world.  Only  the  most  successful  law- 
yers earn  $250,000  a  year,  and  big  corporate  firms  with 
more  than  50  lawyers  are  just  3%  of  the  profession. 

The  Commerce  Department  estimates  that  private  law 


By  Richard  Greene 


firms  take  in  $30  billion  annually. 
  That  sounds  like  a  lot  until  you  real- 
ize the  money  gets  divided  among  roughly  400,000  law- 
yers in  private  practice  and  that  the  $30  billion  is  by  no 
means  pure  gravy.  After  expenses,  the  average  attorney 
earns  probably  no  more  than  $40,000.  Adjust  for  the  fat 
earnings  of  the  much  publicized  cream  of  the  legal  profes- 
sion, and  you  are  left  with  tens  of  thousands  of  lawyers 
who  take  home  $30,000  a  year — many  a  good  deal  less. 
What's  more,  attorneys  who  work  for  private  industry 
typically  make  less  than  those  in  legal  partnerships. 

How  does  the  profession  earn  its  fees?  The  money  is 
about  evenly  split  between  corporate  and  personal  clients. 
On  the  personal  side,  real  estate  closings  are  a  major 
revenue  producer,  along  with  divorce  settlements  and 
wills.  For  businesses,  lawyers  do  lots  of  routine  incorpora- 
tion work  and  contract  review. 

Think  of  the  law,  and  most  people  get  visions  of  take- 
over fights,  huge  negligence  claims  and  dramatic  murder 
trials,  but  these  account  for  only  a  tiny  portion  of  total 
legal  income.  "You  go  to  law  school  and  believe  you're 
going  to  conquer  the  world,"  says  Ivy  Adler,  a  30-year-old 
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We're  number  one! 


If  the  U.S.  has  lost  its  competitive  edge  in  manu-  that  the  U.S.  boasts  over  twice  as  many  lawyers 

facturing  automobiles  or  steel,  it  continues  to  per  thousand  people  as  England  and  Wales,  about 

reign  supreme  in  turning  out  vast  quantities  of  five  times  as  many  as  West  Germany  and  over  25 

lawyers.  A  quick  look  at  the  chart  below  shows  times  as  many  as  Japan. 

Lawyers  per  1,000  population 


England  and  Wales 

1.00 


m 

Canada 

1.60 


West  Germany 

0.57 


New  Jersey  attorney.  "I  was  very  interested  in  the  theoreti- 
cal stuff,  but  now  I  do  mostly  house  closings  and  partner- 
ship agreements  .  .  .  not  exactly  conquering  the  world." 

Much  of  today's  trouble  stems  from  one  simple  fact: 
There  are  too  many  lawyers  chasing  too  few  clients.  The 
statistics  are  numbing.  There  were  only  355,000  lawyers 
in  the  U.S.  in  1970.  There  are  622,000  now,  and  there  will 
be  over  1  million  by  the  middle  of  the  next  decade. 

The  number  of  lawyers  is  growing  much  faster  than  the 
business  available  to  support  them.  This  should  have  been 
predictable:  Lawyering  is  clean  work,  no  heavy  lifting  and 
fairly  prestigious.  As  long  as  it  seemed  lucrative,  the 
number  of  people  wanting  to  get  into  the  profession  inevi- 
tably swelled.  Few  people  ever  expected  the  law  of  supply 
and  demand  to  prevail  for  lawyers.  But  it  has. 

The  implications  of  all  this  are  ominous.  Ominous  for 
the  general  public  because  some  of  these  hungry  lawyers 
encourage  litigation — and,  in  the  end,  the  general  public 
pays  for  litigation.  Ominous  for  the  lawyers  because,  no 
matter  how  much  unnecessary  litigation  they  drum  up, 
there  isn't  likely  to  be  enough  work  to  go  around.  There 
are  simply  too  few  fender-benders,  too  few  divorces,  too 
few  product  liability  claims  to  keep  all  of  today's  lawyers 
in  three-piece  suits.  Clearly,  something  has  to  give. 

For  some  lawyers,  it  already  has.  Russell  Howes  was 
graduated  from  Wayne  State  University  law  school  in 
1980  expecting  immediate  success,  the  kind  his  older 
brother  enjoyed  in  the  Sixties.  After  applying  to  over  150 
law  firms  without  one  offer,  Howes  is  chastened.  "The 
opportunities  have  dried  up,"  he  explains.  "In  any  major 
city  you're  considered  a  golden  boy  if  you're  able  to  snare  a 
job."  Howes  launched  his  own  practice  in  a  small  Michi- 
gan town  a  couple  of  months  ago.  But  this,  too,  is  discour- 
aging. "Someone  comes  through  the  door  about  every 
week  and  a  half,"  he  says. 

Freshly  graduated  attorneys  aren't  the  only  ones  with 
problems.  According  to  a  confidential  Price  Waterhouse 
study  of  law  firms  nationwide,  net  income  per  partner  was 
10%  less,  adjusted  for  inflation,  in  1981  than  in  1978. 
Meanwhile,  several  large  firms  have  gone  out  of  business. 
Marshall,  Bratter,  Greene,  Allison  &  Tucker,  a  100-lawyer 
New  York  City  firm  with  fancy  Park  Avenue  offices, 
closed  its  doors  in  1982.  So  did  Greenbaum,  Wolff  &  Ernst, 
a  specialist  in  the  literary  field.  More  recently,  a  well- 
known  entertainment  firm,  Fulop  &  Hardee,  fell  apart. 


Even  large  in-house  legal  staffs  are  feeling  the  pinch. 
One  middle-aged  attorney,  for  example,  left  his  job  as 
group  counsel  at  a  division  of  a  Forbes  500s  company  two 
years  ago  after  a  corporate  restructuring.  With  Ivy  League 
degrees  and  20  years'  experience,  he  thought  he  would  find 
a  job  quickly.  "But  I  was  wrong,"  he  says  today — still 
unemployed. 

Though  lawyers  who  have  been  forced  into  the  job 
market  know  the  hard  truths  of  the  mid-1980s,  others 
hide  from  reality.  They  will  tell  you  that  the  current 
troubles  are  merely  a  result  of  the  recession,  and  that 
happy  days  are  nearly  here  again.  Or,  if  they  admit  they  are 
worried,  it  is  not  about  their  own  practice  but  about  the 
other  fellow's.  Sheer  self-deception.  People  who  talk  like 
that  have  their  heads  in  the  sand. 

The  happy  days  are  over  for  lawyers  not  only  because 
their  numbers  grew  faster  than  the  business  available  to 
them — surpluses  created  by  supply  and  demand  usually 
are  eradicated  by  supply  and  demand — but  also  because  of 
a  phenomenon  that  is  sweeping  the  economy.  Lawyers, 
like  airline  pilots,  bus  drivers  and  bankers,  are  feeling  the 
effects  of  deregulation.  The  difference  is  that  lawyers  got 
their  deregulation  over  time,  while  it  hit  most  other  fields 
in  one  fell  swoop. 

Deregulation  for  lawyers  dates  from  June  1975.  At  that 
time  the  Supreme  Court  ruled  that  state  bar  associations 
could  no  longer  set  minimum  fees.  Previously,  it  was 
pointless  to  shop  for  legal  services.  Lawyers  could  collude 
to  fix  prices.  Activities  that  might  have  sent  ordinary 
businessmen  to  jail  were  permitted  for  lawyers. 

As  the  effect  of  this  decision  worked  its  way  into  the 
marketplace,  a  number  of  state  bar  associations  also 
stopped  zealously  maintaining  so-called  unauthorized 
practices  books.  These  defined  activities  that  lawyers  re- 
garded as  their  exclusive  province.  Estate-  and  tax-plan- 
ning, for  example,  were  once  jealously  guarded.  Now,  says 
Barbara  Curran  of  the  American  Bar  Foundation,  "state 
bars  are  not  preoccupied  with  the  gray  areas."  Today 
lawyers  must  compete  for  estate-  and  tax-planning  busi- 
ness with  bankers  and  accountants. 

Lawyers  have  lost,  too,  because  of  such  commendable 
reforms  as  no-fault  insurance  and  no-fault  divorce.  But 
this  loss  of  business  promises  to  pale  in  the  future  beside 
what  they  may  lose  from  the  restructuring  of  financial 
institutions.  After  all,  who  needs  a  lawyer  to  arrange  a 
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mortgage  through  his  Visa  card? 

It's  not  surprising  that  once  law  firms  were  permitted  to 
advertise,  many  did  so.  Nor  is  it  surprising  that  so  many 
lawyers  have  recently  hired  public  relations  firms — if  paid 
advertising  is  undignified,  what  is  wrong  with  a  little  free 
advertising? 

At  any  rate,  some  5,000  firms  told  the  American  Bar 
Association  last  year  that  they  had  tried  advertising. 
The  pitches  range  from  agate  type  in  legal  journals  to 
Berger  &  Associates'  $20-off  coupon  in  last  year's  New 
York  Yellow  Pages.  Lawyers  even  buy  time  on  television. 
And  that's  not  all.  Arkans  &  Levin,  a  12-office  firm  based 
in  Pennsylvania,  uses  matchbook  covers  and  bowling  alley 
scoresheets. 

Law  firms,  even  snooty  Wall  Street  law  firms,  now  have 
glossy  brochures  they  mail  to  prospective  clients,  and 
partners  make  cold  calls  on  corporations.  All  this  not 
without  a  certain  twinge  of  guilt.  A  press  agent  recently 
tried  to  persuade  Forbes  to  interview  a  lawyer-client — 
but,  please,  please,  don't  tell  anyone  the  client  is  using  a 
flack.  The  interview  should  look  spontaneous.  (We  turned 
down  the  suggestion.) 

Once  lawyers  begin  advertising,  it's  only  another  step  to 
abandoning  the  old  pretense  of  independent  professional- 
ism and  moving  toward  prepaid  group  practice.  This  turns 
lawyers  into  wage  earners.  Horror  of  horrors. 

Technically,  group  practice,  which  is  nothing  more  than 
bringing  to  the  law  office  Adam  Smith's  old  concept  of  the 
pin  factory,  makes  considerable  sense.  Many  attorneys, 
after  all,  spend  much  of  their  time  and  make  most  of  their 
money  doing  relatively  simple,  mass-producible  paper- 
work. Your  will  or  your  mortgage  probably  differs  little 
from  your  neighbor's,  and  there  is  no  reason  that  it  should. 
No  reason?  Well,  there's  the  lawyers'  reason.  If  they  can 
charge  you  $800  for  a  fill-in-the-blanks  document  copied 
from  a  form  book,  why  not? 

Consider  the  advantages — to  the  public,  of  course,  not  to 
lawyers — of  so-called  prepaid  law.  These  plans  are  now 
available  to  perhaps  2  million  households  largely  as  a 
collective  bargaining  fringe  benefit.  For  as  little  as  $50 


annually,  participants  get  a  guaranteed  hourly  rate  for 
legal  services  (usually  $50).  There  are  also  free  telephone 
consultations  and  low,  fixed  prices  for  wills  and  divorces. 

Since  wages  have  been  under  pressure,  prepaid  legal 
plans  are  on  labor's  back  burner  at  the  moment.  But  the 
potential  is  clear:  An  industry  association  study  estimates 
that  25  million  people  will  have  such  coverage  by  the  end 
of  the  decade.  This  will  keep  a  lot  of  lawyers  from  starving, 
but  it  will  also  deprive  a  lot  of  others  of  what  used  to  be 
easy  money. 

Some  hard-pressed  lawyers  already  see  prepaid  plans  as  a 
source  of  additional  income,  even  if  it  means  cutting  rates. 
Nationwide  Legal  Services,  for  example,  is  a  sponsor  of 
prepaid  legal  plans  that  usually  require  attorneys  to  work 
for  $50  an  hour.  Now  $50  an  hour  isn't  sweatshop  wages, 
but  neither  is  it  the  stuff  of  Jaguars,  diamonds  and  skiing  in 
Switzerland. 

Nonetheless,  plenty  of  trained  lawyers  are  happy  to 
accept  Nationwide's  rates.  "When  we  advertise  for  a  firm 
to  dispense  services,  answers  pour  in  by  the  hundreds," 
says  Lewis  Burger,  president  of  Nationwide.  "Lawyers  just 
have  to  understand  that  the  days  of  charging  $3,000  for  a 
drunk-driving  case  are  over." 

Just  as  they  understand  that,  however,  other  business- 
men see  the  potential  of  new  ways  to  dispense  legal 
advice.  CIGNA,  the  $1 1.8  billion-a-year  insurance  giant,  is 
now  testing  its  On-Line  Legal  Services  program  in  six 
states.  Potential  customers  will  get  flyers  in  MasterCard 
or  Visa  bills  offering  unlimited  free  legal  consultations 
through  a  toll-free  telephone  number.  The  cost:  $8.75  a 
month.  Tough  cases  are  referred  to  participating  local 
counsel,  who  promise  30  minutes  of  office  time  for  $15 
and  25%  discounts  for  plan  members. 

Several  other  big  insurers  have  similar  plans  in  the 
works.  But  an  even  more  aggressive  challenge  to  the  law- 
yers' status  quo  comes  from  within  the  profession.  Legal 
clinics — the  best-known  of  which  are  Jacoby  &.  Meyers 
and  Hyatt  Legal  Services — are  as  threatening  to  conven- 
tional law  firms  as  off-price  retailers  are  to  Macy's  and 
Gimbels.  Well-managed  production-line  operations,  these 


Professional  growth 


When  the  number  of  engineers  and  teachers  ex- 
ploded during  the  1950s  and  1960s,  those  professions 
were  hit  by  a  classical  supply-and-demand  down- 
turn. Their  rapid  growth  rate  slowed  accordingly. 


Number  of  professionals  per  1,000  people  in  U.S. 


Sources:  American  Bar  Foundation,  American  Medical  Assocl 


With  the  legal  ranks  similarly  swelling  during  the 
1970s  and  1980s,  the  same  thing  may  soon  happen 
again.  How  much  longer  will  smart  undergraduates 
scramble  to  get  into  law  school? 


lion.  Bureau  of  Labor  Statistics 
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off-the-rack  firms  offer  basic  legal  services  for  a  flat  fee. 
They  advertise  heavily  and  operate  out  of  easily  accessible 
storefronts. 

They  are  growing  fast.  Hyatt  Legal  Services,  for  exam- 
ple, works  closely  with  H&R  Block  and  now  employs 
some  300  lawyers,  ranking  it  among  the  nation's  15  largest 
law  firms.  At  its  present  rate  of  growth,  Hyatt  claims  it 
will  be  the  largest  law  firm  in  America  in  18  months. 

Founder  Joel  Hyatt  (J.D.,  Yale,  1975)  considers  himself 
more  manager  than  lawyer.  He's  also  a  rich  man  at  the  ripe 
age  of  33,  thanks  to  Hyatt's  success.  "When  I  go  to  cocktail 
parties,  55-year-old  lawyers  invariably  congratulate  me 
and  say  they  had  the  same  idea  25  years  ago,"  Hyatt  says. 
"What  they  say  when  I  walk  away,  I  don't  know." 

If  the  old-line  lawyers  grumble,  it  isn't  because  these 
storefront  lawyers  are  taking  business  away  from  them. 
More  damaging  to  their  pocketbooks  is  the  way  the  Hyatts 
of  this  world  are  changing  the  way  the  public  views  legal 
services.  They  are  changing  it  from  priestly  knowledge  to  a 
mere  commodity  bought  in  the  marketplace.  "Historical- 
ly, people  were  intimidated  to  ask  about  legal  fees,  but 
now  they  know  they  have  alternatives,"  says  Gail  Koff, 
partner  of  Jacoby  &  Meyers,  a  privately  owned  firm  that 
employs  about  150  lawyers. 

If,  say,  your  brother-in-law  paid  $300  for  a  will,  you  are 
less  likely  to  accept  a  bill  for  $800  from  another  attorney. 
Ten  years  ago  few  lawyers  would  discuss  fees  with  pro- 
spective clients  over  the  telephone.  But  when  Forbes 
recently  called  a  dozen  suburban  New  Jersey  firms  at 
random,  ten  gladly  quoted  prices  for  a  will.  And  once  they 


thought  they  had  a  prospect  on  the  line,  many  firms  were 
as  eager  to  keep  talking  as  insurance  salesmen,  mention- 
ing other  higher-profit  services,  like  estate  planning. 

So,  much  of  law  is  on  its  way  to  becoming  a  business 
like  any  other.  This  bodes  ill  for  the  200,000  or  so  one-man 
offices.  Just  as  the  mom-and-pop  grocery  stores  began  to  be 
crowded  aside  a  half-century  ago  by  supermarkets  offering 
greater  variety  at  better  prices,  so  is  the  one-person  law 
firm  on  the  way  out.  "There  was  a  time  when  the  Ameri- 
can dream  was  that  you  went  out  of  law  school,  hung  out 
your  shingle,  starved  a  few  years  and  then  started  making 
money,"  says  Martindale-Hubbell's  Magness.  "Hanging  a 
shingle  nowadays  is  virtually  a  sign  of  defeat.  It  means  a 
guy  couldn't  find  a  job." 

But  surely  such  vulgar  things  aren't  happening  in  the 
august  field  of  corporate  law.  Oh,  no?  The  same  pres- 
sures that  force  firms  into  confrontations  with  their 
unions  to  keep  wages  down  are  encouraging  them  to 
whittle  swollen  legal  bills.  At  many  firms  the  cost  of 
lawyering  has  outstripped  R&D  budgets.  But  lawyers,  after 
all,  rarely  help  produce  a  better  product  or  a  more  profit- 
able line.  Much  of  their  work  simply  helps  you  do  things 
you  would  rather  not  do  anyhow,  like  filling  out  govern- 
ment forms. 

The  most  obvious  way  corporations  cut  legal  costs  is  by 
hiring  generally  less  expensive  staff  lawyers.  Using  them 
efficiently  can  cut  legal  expenses  dramatically.  GTE,  for 
example,  now  has  117  lawyers,  up  from  61  in  1974.  Al- 
though the  growth  of  the  in-house  staff  slowed  during  the 
recession,  it  has  already  hurt  many  outside  lawyers. 
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Private  practice 

68% 


Most  lawyers  are  still  in  private 
practice,  as  the  chart  below  shows. 
Unfortunately,  they  most  typically 
work  in  smallish  firms  with  fewer 
than  ten  attorneys.  These  entities 
are  most  vulnerable  to  the  com- 
petitive pressures  that  are  hitting 
all  attorneys  today.  One  popular 


Private  industry 

10% 


Government 

10% 


Note:  Percentages  add  up  to  101  because  of  rounding  off. 
Source:  American  Bar  Foundation 


solution  is  to  specialize  in  small, 
select  areas  of  the  law,  like  bank- 
ruptcy, customs  or  trademark, 
where  the  competition  isn't  quite 
so  stiff  and  the  expenses  of  a  full- 
line  law  firm  can  be  avoided.  A  less 
popular  alternative  is  learning  to 
live  with  less  money. 


Judiciary 

4% 


Other  Inactive 
4%  or  retired 

5% 
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Res  ipsa  loquitur 


A  lecture  hall  at  Brooklyn  Law  School 


You  wouldn't  film  The  Paper 
Chase  at  Brooklyn  Law 
School.  There  is  no  campus, 
only  one  box-like,  ten-story 
building  with  just  14  class- 
rooms. Nearby  are  a  six-lane 
highway,  municipal  offices  and 
blocks  of  fast  food  restaurants. 

But  never  mind.  Like  law 
schools  everywhere,  Brooklyn 
has  become  a  high-profit,  high- 
margin  business.  Brooklyn, 
what's  more,  is  a  pure  play.  It  is 
1  of  only  13  ABA-accredited 

U.S.  institutions  in  business  

solely  to  sell  legal  education. 

Brooklyn  Law's  income  statement  is  revealing.  The 
school  spends  roughly  $7,200  a  year  to  turn  out  a 
lawyer.  That  includes  building  maintenance,  running 
the  library  and  paying  about  50  professors  an  average  of 
$50,000  each.  With  annual  tuition  of  only  $6,600  for 
new  full-time  students,  there's  obviously  a  deficit.  But 
state  aid,  miscellaneous  fees  and  the  $240,000  float  on 
tuition  payments  make  a  big  difference.  Add  up  all  this 
extra  income  and  it  comes  to  about  $7.6  million, 
roughly  break-even. 

There's  more.  Last  year  Brooklyn  Law  School  earned 
$930,000  on  its  $15  million  endowment,  tax-free  of 
course.  With  no  debt  or  mortgage  to  pay — and  no  cash- 
guzzling,  affiliated  medical  or  undergraduate  school  to 
subsidize — Brooklyn  simply  invested  its  profits  and 


geared  for  a  bigger  fundraising 
drive  next  year.  Year-end  oper- 
ating margins,  counting  endow- 
ment income:  13.4%. 

As  law  schools  go,  Brooklyn's 
figures  are  high.  Even  mighty 
Harvard  had  margins  of  roughly 
8.5%  on  law  school  revenues  of 
about  $22  million  last  year,  not 
counting  another  $2  million  in 
restricted  gifts. 

Law  schools  make  money  be- 
cause they  are  in  a  high-volume 
business  that  requires  minimal 

 capital  investment.  All  that's 

necessary  are  some  lecture  halls,  teachers  and  adminis- 
trators, and  a  library.  Compare  that  with  a  medical 
school,  which  needs  costly  lab  equipment. 

Besides  tuition,  which  now  averages  $6,200  annually 
per  student  at  private  institutions,  law  schools  also 
lean  heavily  on  alumni  for  contributions.  Most  private 
schools  receive  gifts  that  amount  to  nearly  5%  of  their 
total  operating  budgets. 

Brooklyn  Law,  of  course,  is  already  a  money  ma- 
chine. But  its  fundraising  now  brings  in  an  amount 
equal  to  2.8%  of  operating  income.  Imagine  what  could 
happen  if  the  school  effectively  tapped  its  hidden  re- 
serves— 13,000  grads  scattered  across  the  U.S.,  includ- 
ing such  well-heeled  potential  donors  as  artists'  repre- 
sentative Swifty  Lazar  and  David  Liederman,  owner  of 
David's  Cookies.— Jill  Andresky 


Firms  are  getting  tougher,  too,  with  outside  counsel. 
"Clients  say,  'We've  got  this  matter  and  we've  got  $200,000. 
Do  it  for  $200,000  or  we'll  go  elsewhere,'  "  says  Magness. 

Needless  to  say,  this  puts  pressure  on  the  concept  of 
hourly  fees.  For  generations  it  didn't  really  matter  how 
much  time  it  took  lawyers  to  finish  a  job.  Within  certain 
limits,  in  fact,  the  more  time  the  better.  Now,  explains  one 
legal  consultant,  "It's  becoming  an  era  of  getting  paid  by 
the  job  as  opposed  to  charging  an  hourly  wage." 

In  the  economics  of  law,  as  in  all  other  economics, 
leverage  is  the  key  to  profits.  The  leverage  in  law  firms 
stems  largely  from  keeping  as  many  low-level  associates 
as  possible  hard  at  work.  Why?  A  partner  who  charges 
$120  an  hour  can  bill  perhaps  30  hours  per  week.  But  if  he 
can  keep  two  low-paid  associates  busy,  billing  $75  an  hour 
for  45  hours  a  week,  he  can  share  in  their  profits  as  well. 

This  structure  sometimes  pushes  law  firms  to  grow  too 
rapidly  for  their  own  good.  Take  a  firm  with  10  associates 
and  5  partners.  Suppose  seven  years  later  1  partner  has  left 
and  6  associates  are  ready  to  become  partners.  Now  the 
firm  needs  20  associates  to  leverage  the  10  partners.  Other- 
wise, earnings  will  no  longer  support  the  partners  in  the 
style  to  which  they  are  accustomed. 

The  choice:  Either  mushroom  in  size  or  see  profits  per 
partner  shrink.  That  is  why  partnership  decisions  at  big 
firms  these  days  are  unusually  bloody.  One  associate  at  a 
large  New  York  City  law  firm,  for  example,  considers 
herself  lucky  that  her  firm  is  simply  deferring  its  decisions 
on  partnership  from  the  customary  seven  years  as  associ- 
ate to  eight  years  or  nine.  Regardless  of  when  it  comes, 
however,  the  truth  is  painful:  Firms  are  admitting  far  fewer 
partners  today  than  they  anticipated  during  the  ambitious 


hiring  sprees  of  the  mid-Seventies. 

What  is  happening  in  law  is,  in  some  ways,  similar  to 
what  happened  on  Wall  Street  when  the  commission 
structure  was  deregulated  and  competition  became  fran- 
tic. Some  survived  by  learning  how  to  be  efficient.  Consid- 
er Milbank,  Tweed,  Hadley  &  McCloy,  one  of  the  20 
largest  law  firms  in  the  country,  which  hired  Ronald 
Cullis,  former  controller  of  Fluor,  in  1980  to  be  its  execu- 
tive director.  So  far,  he  has  cut  some  $4  million  in  operat- 
ing costs  and  set  up  a  long-range-planning  committee. 
Partners  have  responded  with  few  complaints. 

Other  lawyers  are  taking  a  lead  from  Wall  Street  and 
doctors.  They  specialize,  forming  so-called  boutique 
firms  that  deal  only  in  bankruptcy  or  trademark  issues. 
Presumably  such  arcane  fields  are  less  price-sensitive. 

Since  we  have  brought  in  the  parallels  with  the  Wall 
Street  of  a  decade  ago,  it  is  only  fair  to  point  out  that 
today's  turmoil  in  the  law  will  probably  benefit  a  good 
many  lawyers  once  the  dust  clears.  The  brokerage  busi- 
ness emerged  far  more  prosperous  than  before,  but  only 
after  the  disappearance  of  a  good  many  fine,  old  firms,  and 
with  a  good  deal  of  blood  on  the  floor.  Giants  like  Merrill 
Lynch  grew  up,  big  outside  companies  like  Sears  and 
American  Express  moved  in,  and  a  handful  of  smart  spe- 
cialists and  regionals  thrived. 

Similar  forces  could  transform  the  legal  business.  Big 
insurers,  of  course,  are  already  eyeing  prepaid  legal  ser- 
vices. Aggressive  legal  clinics  could  become  coast-to-coast 
mass  marketers.  And  there  will  even  be  jobs  for  lawyers  in 
the  financial  supermarket — regardless  of  whether  Ameri- 
can Express,  Merrill  Lynch  or  Sears  owns  the  store. 
It's  the  old  story  once  again:  survival  of  the  fittest.  ■ 
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What's  on  the  best-seller  list 
in  IBM  Personal  Computer  software? 


Games  can  make  anyone 
a  winner  while  treating 
you  to  hours  of  fun 
and  fantasy. 


Payroll  can  boost  your 

iuctivity  and  make  employee 
deductions  less  taxing. 


pyj     Electronic  spreadsheets  help 
build  financial  models  that 
can  shape  your  future. 


Word  processing 
give  any  writer 
visible  support  for 
creating  and  editing. 


lventory  control  can  help 
put  you  on  top  by  keeping 

» track  of  what's  what 
and  where. 


Stock  monitoring  can 
help  put  you  in  the 
chips  by  tapping  the 
world  of  Wall  Street. 


\  \  Data  management  can  help 
\  \  tame  your  file  of  names, 

numbers,  facts  and  figures. 


Accounting  can  give 
you  a  leg  up  when 
balancing  the  books 


People  prefer  IBM  Personal  Computer  software  for  a  variety  of  reasons. 
And  one  of  the  best  reasons  is  its  variety. 

Because,  for  just  about  anything  you  want  the 
IBM  Personal  Computer  to  help  you  do,  there's 
software  to  help  you  do  it.  Software  to  help  improve 
productivity,  efficiency  and  planning.  To  help 
teachers  teach  and  students  learn. 
Or  help  you  become  an  even  more  astute  gamesplayer. 
Every  program  in  our  software  library  makes  the  IBM  Personal  Computer 
a  truly  useful  tool  for  modern  times.  That's  why  a  lot  of  buyers  like  you  have  made 
them  best  sellers.  And  the  library  is  still  growing. 

So  the  best  may  well  be  yet  to  come.  =® 


For  more  information  on  where  to  buy  IBM  Personal  Computer  software  and  hardware,  call  800-447-4700.  In  Alaska  or  Hawaii,  800-447-0890. 
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Appearances  to  the  contrary,  man  has 
long  had  the  best  of  it  with  sharks.  Like 
the  pig,  a  shark  yields  up  just  about  every- 
thing but  the  squeal. 


Man's  best  friend 


By  Kevin  McManus 

"Sharks  have  everything  a  scientist 
dreams  of.  They're  beautiful — God,  how 
beautiful  they  are!" 

— Ichthyologist  Matt  Hooper  in  faws 

Peter  Benchley's  shark-loving 
scientist  was  right.  The  shark  is 
probably  nature's  most  perfectly 
adapted  creature,  surviving  un- 
changed for  almost  350  million  years. 
What  is  not  so  well  known  is  that  the 


shark  is  also  a  highly  utilitarian  ani- 
mal whose  hide  and  meat  have  been 
of  use  to  mankind  for  centuries. 

For  example,  shark  liver  oil  is  a  rich 
source  of  vitamin  A  and  shark  meat  is 
a  rich  source  of  protein.  Even  though 
the  market  for  shark  liver  oil  began 
tapering  off  when  vitamin  A  was  syn- 
thesized by  Hoffmann-LaRoche  in 
1954,  shark  meat  has  more  than  held 
its  own.  In  addition,  a  shark's  hide  is 
one  of  the  toughest  leathers  in  the 
world.  In  its  roughened  form,  shark- 


Edited  by  Stephen  Kindel 

skin  has  been  used  as  a  sandpaper 
substitute,  and  NASA  even  consid- 
ered it  at  one  time  for  the  gloves  and 
boots  of  its  astronauts. 

Now  scientists  have  become  in- 
trigued with  sharks'  unusual  ability 
to  resist  disease.  Says  Carter  Gilbert,  a 
shark  expert  at  the  University  of  Flor- 
ida at  Gainesville,  "Sharks  don't  seem 
to  come  down  with  any  infections  or 
tumors.  There  is  something  in  their 
immunological  system  that  puts 
sharks  over  all  other  animals.  Obvi- 
ously, if  we  could  find  out  what  that 
was,  it  would  be  of  great  benefit." 

Researchers  are  already  working  to 
isolate  elements  in  the  cartilage  of 
sharks  that  seem  to  protect  against 
cancer  in  early  stages,  says  Robert 
Langer,  a  Massachusetts  Institute  of 
Technology  scientist.  "But  a  lot  more 
work  needs  to  be  done,"  he  says. 
"What  we  need  to  do  is  purify  this 
molecule  out  and  test  it  on  different 
animal  tumors." 

That  would  provide  a  nice  ancillary 
market  for  professional  shark  fisher- 


William  Lane,  CEO  of  Universal  Marine  6-  Shark  Produi 
From  shark  fin  soup  to  attache  cases. 
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Nature's  perfect  food 


After  300  million  years,  sharks  are  good  business.  There's  profit  not 
only  in  a  shark's  meat  but  in  its  other  body  parts  as  well. 


Skin 

Sandpaper  substitute, 
attache  cases,  shoes, 
handbags,  billfolds 


Cartilage 

Treating  and pret  enting  illnesses 
including  cancer,  scleroderma, 
and  hemmerrboids 
Food  supplement  for  cattle 


Spiracle 


Snout 


men  such  as  I.  William  Lane,  61, 
founder  and  CEO  of  Universal  Marine 
&  Shark  Products,  Inc.,  a  new  Rum- 
son,  N.J. -headquartered  company. 
Since  last  August  Rumson  has  been 
hauling  in  about  7  tons  of  shark  daily 
in  a  fleet  of  5  boats,  processing  the 
carcasses  at  a  shark  packinghouse  in 
Panama.  The  fins,  which  are  removed 
first  and  dried  under  heat  lamps  for 
two  days,  bring  between  $50  and  $75 
per  shark  in  Hong  Kong,  where  they 
are  used  for  shark  fin  soup,  a  Chinese 
delicacy.  "The  cash  from  the  fins 
alone  covers  roughly  50%  of  our  oper- 
ating costs,"  says  Lane. 

After  the  fins  are  removed,  the  hide 
is  stripped  off  and  dried  in  salt  for 
seven  days.  The  resulting  tanned 
shark  hide  fetches  about  $6.50  a 
square  foot.  Universal  recently  con- 
tracted with  Sigma  Leather  Inc.,  a 
New  York-based  distributor  of  exotic 
leathers,  to  furnish  tanned  shark 
hides  and  split  Sigma's  profits  from 
the  resulting  high-priced  attache 
cases,  shoes,  handbags  and  billfolds. 

The  last  step  is  to  cut  away  the 
meat.  The  best  is  the  white  and  light- 
pink  meat  farthest  from  the  skin, 
which  is  flushed  in  fresh  water  to  be 
sold  as  food.  Lower-quality  meat  is 
made  into  sausages,  and  waste  meat  is 
sold  to  feed  hogs. 

Because  of  the  possibility  of  scien- 
tific use  of  the  cartilage,  Lane  is  trying 
to  develop  markets  for  that  final  by- 
product rather  than  throw  it  away.  He 
has  licensed  technology  to  produce  a 
shark-cartilage  food  supplement, 
which  he  will  sell  in  Central  and  Lat- 


in America,  and  has  set  up  a  subsid- 
iary to  eventually  market  other  carti- 
lage products.  If  that  market  grows,  he 
says,  he  will  open  another  shark  fac- 
tory in  Panama  and  perhaps  else- 
where in  the  Caribbean.  Who  says  the 
dog  is  man's  best  friend? 

Things  that  go  bang 

In  the  race  to  corral  high-technolo- 
gy companies,  New  Mexico  would 
seem  to  have  about  as  much  chance  as 
Wiley  Coyote  of  nabbing  the  Road 
Runner.  After  all,  here  is  a  state  of 
mostly  desert  and  sagebrush  with  a 


"Cladding"  metals  with  explosives 
A  marriage  of  molecules. 


population  density  of  only  11  souls 
per  square  mile  and  no  elite  universi- 
ties, such  as  Stanford,  Harvard  or 
MIT,  to  help  foster  a  Silicon  Valley  or 
a  Route  128. 

But  it  depends  on  what  technology 
you  are  talking  about.  Take  explo- 
sives, for  example.  Some  parts  of  New 
Mexico  are  so  empty  that,  says  Marx 
Brooks,  a  professor  of  physics  at  the 
New  Mexico  Institute  of  Mining  & 
Technology  at  Socorro,  "we  can  go 
right  outside  of  town  to  the  south  side 
of  the  mountain  and  blow  up  5,000 
pounds  of  explosives.  If  the  wind  is 
right,  no  one  in  town  will  be  dis- 
turbed." That's  why  New  Mexico  is 
the  home  of  the  White  Sands  Missile 
Range,  Sandia  National  Laboratory 
and,  of  course,  Los  Alamos  National 
Laboratory,  where  one  of  the  biggest 
bangs  of  all  was  born.  Now  the  state  is 
trying  to  capitalize  on  that.  In  1983 
New  Mexico  set  aside  $1.3  million — 
with  another  $1.3  million  expected 
annually  over  the  next  four  years — for 
a  Center  for  Explosives  Technology  at 
the  New  Mexico  Institute. 

The  fact  is,  explosives  have  become 
a  growth  industry.  The  $750  million- 
a-year  business  of  blowing  things  up 
grew  44%  between  1972  and  1982, 
and  last  year  the  industry  set  off  3.9 
billion  pounds  of  explosives  for  pur- 
poses as  diverse  as  hardening  manga- 
nese steel  and  closing  a  building's 
ventilation  shutters  in  a  fire. 

A  major  reason  for  the  growth  is  the 
development  of  better  explosives.  The 
two  most  familiar,  dynamite  and 
TNT,  are  now  mainly  used  only  to  set 
off  safer,  cheaper  and  more  powerful 
materials,  such  as  ANFO,  a  blend  of 
ammonium  nitrate  and  fuel  oil.  "A 
quarry  operator  might  use  1,000 
pounds  of  ANFO  and  only  2  pounds  of 
TNT  to  dislodge  a  section  of  earth," 
according  to  Joseph  Burchell,  presi- 
dent of  Dallas-based  Atlas  Powder. 
That's  important,  because  TNT  re- 
tails for  about  $2  a  pound;  ANFO,  for 
10  cents.  And  ANFO  can  be  hyped  by 
about  40%  by  mixing  it  with  a  grease 
emulsion  at  only  a  marginal  increase 
in  cost. 

Moreover,  engineers  have  learned 
to  use  explosives  precisely  enough  to 
replace  other  industrial  processes.  A 
mixture  of  liquid  ammonium  and  ni- 
trate is  used,  for  example,  to  extract 
natural  gas  trapped  in  shale.  The  ex- 
plosive is  detonated  at  the  bottom  of  a 
bore  hole,  fracturing  the  shale  so  that 
the  gas  drains  into  the  hole.  "With  the 
conventional  hydraulic  method,  the 
fractures  go  in  one  direction,  down 
the  path  of  least  resistance,"  says 
Richard  Kemp,  director  of  operations 
of  Redmond,  Wash. -based  Petroleum 
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tockwell  International  know-how: 
It  goes  into  the  Space  Shuttle, 
If  s  in  everything  we  do. 


Rockwell  International  is 
LASA's  prime  contractor  for 
evelopment  and  production  of  the 
pace  Shuttle  Orbiters  and  for  their 
.ocketdyne  main  engines.  The  com- 
any  is  also  working  with  NASA  to 
lake  expanded  use  of  the  Shuttle's 
nique  capabilities  for  our  growing 
Dace  program  on  into  the  next 
mtury. 

Only  a  company  with  the 
now-how  to  combine  advanced 
xhnology  with  outstanding  engi- 
eering  and  management  skills 
in  successfully  meet  the  unprece- 
ented  challenge  of  creating  an 
ntirely  new  capability  for  space 
•asportation.  This  unique  know- 
ow  will  make  the  industrialization 
f  space  a  reality  by  providing 
xitine  accessibility  to  space  as  a 
rork  environment.  That  know-how 
Des  into  our  aerospace  business 
id  into  everything  we  do  at 
jockwell. 

In  electronics:  where  virtually 
rery  airliner  in  the  free  world 
dies  on  one  or  more  of  our  Collins 
bionics  systems  for  navigation, 
Dmmunications,  instrumentation 
r  flight  control. 


In  the  automotive  industry: 
where  we  are  addressing  our  cus- 
tomers' operating  need  for  lower 
cost  per  mile  through  the  application 
of  state-of-the-art  technology  in 
such  areas  as  materials,  manufactur- 
ing and  quality  control  processes 
and  innovative  systems  designs. 

In  general  industries:  where 
advancements  such  as  electronic  press 
controls  and  total  production 
systems  have  made  our  Goss  presses 
a  world  leader  in  offset  newspaper 
printing. 

We're  an  $8  billion  company 
where  science  gets  down  to  business 
in  four  diverse  areas.  And  that 
diversity  has  helped  us  achieve  eight 
consecutive  years  of  increased  earn- 
ings and  impressive  growth. 

If  you  are  interested  in 
any  of  our  products  or  want  to 
learn  more  about  us,  write: 
Rockwell  International, 
Department  815R-1,600  Grant 
Street,  Pittsburgh,  PA  15219. 

Rockwell  International 

...where  science  gets  down  to  business 

Aerospace/Electronics 
Automotive/General  Industries 
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Technology  Corp.  "With  this  explo- 
sive the  forces  are  going  in  all  direc- 
tions at  once,  so  the  fractures  inter- 
connect all  over  the  place." 

Another  growing  use  is  in  the  mak- 
ing of  industrial  diamonds.  In  an  aban- 
doned limestone  mine  in  tiny  Dunbar, 
Pa.,  Du  Pont  mixes  graphite  with  cop- 
per and  packs  the  mixture  into  a  10- 
foot-long  steel  tube.  A  second  steel 
tube  is  placed  around  it,  while  a  steel 
culvert,  packed  with  10,000  pounds  of 
Du  Pont  explosive,  is  wrapped  around 
both  of  them.  The  blast  generates  2.5 
million  pounds  per  square  inch  of  pres- 
sure in  less  than  a  second;  that's 
enough  to  turn  the  graphite  carbon 
into  diamonds.  These  diamonds  are 
nov  gems  but  dark,  gritty  crystals  used 
mainly  for  polishing  fine  watch  parts 
and  electronic  components. 

In  a  similar  fashion,  Du  Pont  has 
been  using  explosives  to 
"clad"  metals.  Two  metals 
are  blasted  together  so  vio- 
lently that  they  exchange 
molecules.  This  gives  sev- 
eral advantages  over  weld- 
ing: Clad  metals  retain 
their  onique  properties  but 
bond  as  if  they  were  all  of  a 
piece.  Also,  the  technique 
allows  the  joining  of  two 
metals  that  ordinarily 
couldn't  be  welded  because 
of  differing  melting  points. 
Du  Pont  uses  the  process  to 
make  chemical  vats  from 
strong,  inexpensive  struc- 
tural steel  with  a  thin  lin- 
ing of  more  expensive  anti- 
corrosive  stainless  steel. 

The  world  leader  in  ex- 
plosives may  be  the  Soviet 
Union,  says  Brooks,  who  is  acting  di- 
rector of  the  New  Mexico  explosives 
center.  Japan  is  not  far  behind.  The 
U.S  still  lags  in  commercial  applica- 
tions, Brooks  says,  but  is  very  ad- 
vanced in  theoretical  work. 

For  all  this,  it  takes  a  leap  of  imagi- 
nation to  see  a  Silicon  Valley  of  explo- 
sives growing  up  on  the  600  acres  the 
institute  has  also  set  aside  for  an  in- 
dustrial park.  But  consider  the  difficul- 
ties a  business  using  explosives  has  in 
locating  a  plant.  As  John  Velasco  of  the 
New  Mexico  Department  of  Com- 
merce &.  Industry  says,  "Nobody  real- 
ly wants  a  factory  using  explosives 
around."  Except,  of  course,  New 
Mexico. — Laura  R.  Walbert 


Medicine  by 

Will  the  tough  new  Medicare  re- 
imbursement rules  instituted  by 
Congress  last  March  really  put  a  cap 
on  hospital  costs?  If  so,  it  will  mean 
good  news  for  computer  software 
makers  and  bad  news  for  some  new 
medical  instrument  technologies. 

Why?  For  one  thing,  the  new  rules 
are  almost  unbelievably  complex — 
based  on  hair-splitting  definitions 
worthy  of  a  medieval  philosopher.  At 
the  heart  of  them  is  the  DRG,  or  "di- 
agnostic related  grouping."  There  are 
470  separate  DRGs  grouped  into  23 
"major  diagnostic  categories,"  or 
MDCs,  according  to  the  nature  of  the 
disease.  After  a  patient  has  been  re- 
leased, the  hospital's  records  depart- 
ment— or  a  fiscal  intermediary  like 
Blue  Cross — has  to  figure  out  the  cor- 
rect DRG  from  12,000  possible  diag- 
noses and  4,000  potential  medical 
procedures. 

Nor  is  it  any  easier  to  figure  how 
much  Medicare  will  pay.  That  will  be 
determined  by  a  system  of  weighted 


the  numbers 

are  well  enough  organized  to  know 
what  it  actually  costs  to  treat  you. 
Most  are  not,  says  Art  Hale,  editor  of 
the  Bio-Medical  Insight  newsletter. 
"Hospitals  just  don't  know  the  for- 
mula for  operating  efficiently.  If 
you're  running  a  manufacturing  oper- 
ation, it's  easy  to  check  out  the  pa- 
rameters: raw  material  costs,  produc- 
tion costs,  overhead.  In  hospitals 
they've  been  laying  expenses  some- 
where else  for  years.  They  have  no 
idea  what  it  costs  to  do  things."  Even 
if  they  do,  says  Richard  Averill,  one  of 
the  original  designers  of  the  DRG  sys- 
tem at  Yale  University,  one  study 
showed  15%  of  the  hospital  records 
sent  to  Medicare  have  serious  errors 
and  cannot  be  processed. 

To  be  sure,  Averill  is  not  exactly  a 
disinterested  observer.  Like  the  ex- 
IRS  bureaucrat  who  sets  up  shop  as  a 
tax  consultant,  Averill  is  now  presi- 
dent of  Health  Systems  International 
of  New  Haven,  Conn.,  a  tiny  (1983 
revenues  about  $2  million)  company 


averages  phased  in  over  the  next  three 
years.  Say  you've  broken  your  hip 
(DRG  236).  Your  hospital  will  be  re- 
imbursed for  your  operation  and  care 
based  on  a  schedule  of  DRG  prices 
called  cost  weights.  Your  insurance 
intermediary  computes  the  statisti- 
cally weighted  cost  of  your  DRG  and 
compares  it  with  some  theoretical 
standard  Medicare  payment.  DRG 
236,  for  example,  may  have  a  weight 
of  1.3855,  which  means  that  patients 
admitted  for  broken  hips  and  pelvises 
cost  the  hospital  on  average  about 
38.55%  more  than  a  standard  Medi- 
care case.  And  that's  what  your  hospi- 
tal will  get — no  matter  how  much,  or 
how  little,  they  did  for  you. 
All  that  will  work  only  if  hospitals 


that  has  developed  software  programs 
for  the  system  Averill  helped  design. 
Most  larger  hospitals  use  data  pro- 
cessing companies,  such  as  McDon- 
nell Douglas  Automation  or  Shared 
Medical  Systems,  for  their  record- 
keeping. But  Averill  figures  his  spe- 
cial software  will  also  be  required.  In 
October  the  Heath  Care  Finance  Ad- 
ministration, Medicare's  government 
fiscal  watchdog,  agreed  to  use  HSI's 
recordkeeping  software  for  some  75 
Medicare  health  insurers  and  other 
fiscal  intermediaries. 

One  powerful  group  that  may  not 
like  the  DRG:  the  nation's  doctors. 
HSI's  basic  medical  records  program, 
for  example,  allows  hospital  manag- 
ers to  "ask"  the  computer  how  pro- 
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ductive  a  doctor  is  or  how  profitable  a 
specific  DRG  may  be.  Even  unasked, 
the  computer  can  be  programmed  to 
provide  such  information  by  going 
through  the  records  automatically 
and  flagging  statistical  irregularities. 
Why  is  one  doctor  doing  tests  that  are 
out  of  line  with  the  norm?  Why  was 
this  procedure  done  for  this  diagno- 
sis? Says  Averill,  "In  the  old  days,  the 
doctor  who  admitted  lots  of  patients 
and  used  lots  of  services  was  the  hero. 
Now  that  doctor  could  be  costing  the 
hospital  thousands  of  dollars  in  un- 
reimbursable  expenses." 

Nor  will  the  age  of  DRGs  help  some 
medical  equipment  makers.  Take 
Diasonics,  for  example,  a  Milpitas, 
Calif,  manufacturer  of  advanced 
imaging  devices,  which  went  public 
at  22  a  share  last  year  and  quickly 
climbed  to  29.  Then  sales  of  its  digital 
radiography  systems  collapsed,  as 
hospitals  started  reconsidering  their 
capital  equipment  budgets  after  the 
new  Medicare  rules  went  into  effect. 

Diasonics  is  now  selling  at  9.  It  is 
not  alone.  Thomas  Mader,  an  analyst 
at  SRI  International  in  Menlo  Park, 
Calif.,  has  revised  his  forecasts  for 
purchases  of  medical  imaging  devices 
in  1983  from  $2  billion  to  $1.4  billion. 
Under  the  new  rules,  he  says,  they  are 
just  not  cost-effective  for  many  hospi- 
tals. Says  Mader,  "The  [medical  imag- 
ing] business  has  gone  down  the 
tubes.  If  a  hospital  is  spending  for 
capital  [improvements] — and  most 
aren't — they're  not  buying  the  fancy 
analytical  devices.  They're  buying  fi- 
nancial management  systems." 

As  hospitals  figure  out  what  pays 
and  what  doesn't,  purchases  of  ad- 
vanced medical  technology  equip- 
ment may  come  back.  But  it  won't  be 
with  quite  the  same  wild  abandon  as 
before.  Says  John  George,  a  medical 
technology  analyst  at  SRI,  "Hospitals 
are  going  to  have  to  buy  equipment  to 
process  a  lot  of  patients  quickly  and 
easily — capital  investment  that's  go- 
ing to  pay  for  itself.  No  more  of  this 
buying  a  piece  of  equipment  just  be- 
cause it's  the  newest  thing." 

For  that  reason,  medical  equipment 
makers  whose  products  have  clear 
cost-effectiveness  will  do  best,  says 
George.  Automated  laboratory  testing 
equipment  and  surgical  lasers,  for  ex- 
ample, are  "high  throughput"  de- 
vices, which  means  they  can  process 
large  numbers  of  patients  quickly. 
"Doctors  are  still  going  to  need  tech- 
nology," says  George.  "But  the  cost  is 
going  to  have  to  be  justified."  Not  an 
easy  task  when  you're  working  with  a 
system  only  a  computer  can  under- 
stand.—Robert  Teitelman 
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What  are  you  going  to  do 
when  you  can't  charge  anymore 
for  your  products  ? 


If  you  pass  on  too  many  cost  in- 
creases, it  won't  take  too  long  be- 
fore your  customers  will  pass  up 
what  you're  trying  to  sell. 

If  you  don't  pass  on  cost  in- 
creases, you  start  losing  money. 

It's  a  tough  problem.  But  fortu- 
nately, there's  a  good  way  to  solve 
it.  With  a  Bodine  assembly  ma- 
chine. 

A  Bodine  machine  is  designed  to 
increase  your  productivity  by  au- 
tomating the  one  place  where  you 
can  probably  save  the  most-your 
small  parts  assembly  operation. 
The  fact  is,  a  Bodine  machine  just 
may  be  able  to  cut  the  cost  of  small 


parts  assembly  by  95%  or  more. 

At  the  same  time,  it  can  cut  war- 
ranty and  liability  costs.  Because  a 
Bodine  machine  can  provide  100% 
inspection  and  verification  of  all 
parts. 

The  result  is  a  higher  quality 
product  at  lower  cost.  If  that 
sounds  like  the  kind  of  thing  you'd 
like  to  hear,  call  Frank  Riley,  our 
Vice  President.  He'll  tell  you  even 
more.  The  Bodine  Corporation,  317 
Mountain  Grove  St., 
Bridgeport, 
CT  06605. 
(203)  334-3107. 
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BELLSOUTH.  WE  ARE  THE  RIGHT  COMPANY 
IN  THE  RIGHT  PLACE  AT  THE  RIGHT  TIME. 


PRESENTING  A  COMPANY 
WITH  A  PROUD  HERITAGE 
AND  A  BRIGHT  FUTURE. 

result  of  the  AT&T  divestiture,  the 
jw  BellSouth  Corporation  will  be  the 
irent  company  of  Southern  Bell  and 
)uth  Central  Bell  telephone  compan- 
5.  BellSouth  also  has  announced  two 
Iditional  subsidiaries,  BellSouth 
jvertising  and  Publishing  Company 
id  a  mobile  communications  services 
impany 

THE  STRENGTHS  TO  GROW 
AND  THE  SKILLS  TO  DO  IT. 

illSouth  is  already  big.  With  ex- 
ited assets  of  some  $21.5  billion, 
?  would  be  the  largest  of  the  seven 
gional  holding  companies  and  would 
ice  twelfth  on  the  latest  FORTUNE 
0  list  of  industrial  companies. 

The  management  team  that  is 
iding  BellSouth  into  the  future  has 
en  in  place  and  operating  in  a  post- 
/estiture  mode  for  almost  a  year.  So 
?  already  have  an  understanding  of 
ith  the  complexity  and  the  challenge 


BellSouth  leadership:  (left  to  right) 
William  O.  McCoy,  Chief  Financial  Officer, 
Wallace  R.  Bunn,  Chief  Executive  Off icer, 
>hn  L.  Clendenin,  Chief  Operating  Officer. 


)rospering  in  a  competitive  market- 
ce.  In  fact,  the  establishment  of  our 
)  new  subsidiary  companies,  one 
directory  operations  and  one  for 
•bile  communications  service,  antic- 
tes  market  needs. 


ADVANCED  TELECOMMUNICATIONS 
IN  AN  ATTRACTIVE  GROWTH  AREA. 

BellSouth  already  serves  some  13 
million  customers  in  one  of  the  fastest- 
growing  regions  in  the  nation.  In  popu- 
lation, the  Southeast  has  outpaced  the 
national  average  for  growth  in  the  70's 
by  more  than  60%.  And  projections 
are  that  it  will  continue  to  lead  the 
nation  in  both  population  and  personal 
income  growth  in  the  years  to  come. 


BellSouth  provides  quality 
telecommunications  at  a  reasonable 
cost  to  a  nine-state  area  that  has 
outpaced  the  national  average  for 
growth  in  the  70 's  by  more  than  60%. 

We  have  spent  almost  $15  billion  in  the 
last  five  years  in  order  to  provide  our 
customers  with  the  highest  quality  tele- 
communications for  the  lowest  cost. 
The  Southern  Bell  and  South  Central 
Bell  telephone  systems  are  among  the 
most  up-to-date  anywhere. 

These  advanced  systems,  al-  . 
ready  functioning,  are  an  assurance 
that  BellSouth  will  not  have  to  play 
catch-up  to  compete.  We  anticipate 
that  our  customer  base  will  continue  to 
grow  and  we  are  ready  to  meet  cus- 
tomer needs  with  advanced  technology 

PIONEERING  TECHNOLOGY  FOR 
THE  NEW  INFORMATION  AGE. 

BellSouth  is  already  out  in  front.  Our 
modern  telecommunications  systems 
are  leading  the  way  into  the  Informa- 
tion Age.  Our  region  has  pioneered  a 
host  of  the  more  significant  technologi- 
cal trials  AT&T  has  conducted  in  the 
past  1 5  years.  In  every  area  of  tele- 
communications technology  from  fiber 
optics  and  energy  management  to 


home-based  video  information  sys- 
tems, BellSouth  has  a  head  start. 

For  example,  in  Miami,  Florida, 
we  provided  the  fiber  optics  system  for 
high-speed  communications  linking 
businesses  in  the  financial  district. 

In  Charlotte,  North  Carolina,  our 
telephone  system  has  helped  power 
and  gas  companies  monitor  energy 
use  and  read  gas  and  electric  meters 
in  customers'  homes. 

In  southern  Florida,  our  Local 
Area  Data  Transport  (LADT)  system  is 
part  of  the  first  fully-commercial  videotext 
service  in  the  nation.  A  modified  televi- 
sion set  and  a  terminal  communicate 
with  a  central  computer,  providing  news 
reports,  banking  services,  teleshopping 
and  other  information  to  viewers  at 
home  or  the  office. 

BellSouth  technology  opens  the  home 

and  office  to  the  Information  Age 
Teleshopping,  telebankmg,  electronic 
mail  and  the  "paperless  environment  " 
are  becoming  realities  for  our  customers. 


THE  PROMISE  OF  THE  FUTURE. 

The  remarkable  Information  Age  has 
begun.  At  BellSouth  we  welcome  it 
with  enthusiasm  and  optimism  and  we 
eagerly  accept  the  challenge  and  the 
opportunities  it  offers.  With  the 
strengths  of  our  resources  and  skilled 
management,  our  high-growth  loca- 
tion, and  our  headstart  in  telecommu- 
nications technology,  we  firmly  believe 
that  we  are  the  right  company  in  the 
right  place  at  the  right  time. 

BELLSOUTH 


E  1983  BellSouth  Corporation 


Philip  Morris  wanted  its  Seven-Up  Co.  to  be 
a  major  player  in  soft  drinks.  To  get  there, 
its  new  cola  had  to  be  a  hit.  It  isn't. 


Bottleneck 


By  Barry  Stavro 


IN  1978  THE  DREAMMAKERS  at  Phil- 
ip Morris  put  up  $520  million  and 
bought  the  Seven-Up  Co.,  confi- 
dent they  could  make  a  big  splash  in 
the  multibillion-dollar  soft  drink 
business.  After  all,  Philip  Morris  had 


already  worked  marketing  wonders 
with  cigarettes  (the  Marlboro  Man) 
and  beer  (Lite  beer  from  Miller).  Look 
out,  Coke  and  Pepsi,  here  comes  Phil- 
ip Morris. 

With  a  Miller  man  in  charge,  PM 
planned  to  go  first  for  market  share  for 
its  spritzy  lemon-lime  7Up*  drink. 


Seven-Up  Co.  President  Edward  Frantel 
The  bigger  boys  just  can't  be  infallible. 


Then  it  would  crack  into  the  cola 
market,  because  that's  where  the 
money  is.  Colas  account  for  63%  of 
the  9-billion-gallon-a-year  U.S.  soft 
drink  market.  There  seemed  plenty  of 
room  there  for  a  third  bestseller,  what 
with  Pepsi  holding  26%  of  the  market 
and  Coca-Cola  38%. 

But  after  5 'A  years  of  trying,  PM 
turned  once  profitable  Seven-Up  into 
a  company  that  breaks  even  at  best. 
Seven-Up  did  score  a  marketing  coup 
by  inventing  the  caffeine  panic,  but 
its  share  of  the  total  soft  drink  market 
is  still  7.5%,  virtually  where  it  was 
before  Philip  Morris  began  fixing 
things.  There  is  still  the  cola  problem. 

Seven-Up's  entry  in  the  cola  market 
is  a  99% -caffeine-free  cola  called 
Like,  which  is  sold  in  only  half  of  the 
U.S.  It's  not  generally  sold  in  New 
York  City,  or  in  Boston,  Philadelphia, 
Miami,  Atlanta  or  Seattle.  It  has  less 
than  1%  market  share.  The  trouble  is 
that  more  than  half  of  Seven-Up's  451 
independent  bottlers  also  sell  Coca- 
Cola,  Pepsi  or  Royal  Crown.  Most  are 
bound  by  contracts  effectively  pre- 
venting them  from  selling  more  than 
one  cola  in  their  territory.  So  they 
can't  take  on  Like  even  though  they 
do  bottle  and  distribute  7Up. 

A  New  York  bottler,  Joyce  Bever- 
ages, tried  to  sell  Like  and  RC  last 
winter.  Royal  Crown  objected,  and 
won  in  court.  Joyce  decided  to  drop 
Like.  "Our  RC  volume  was  too  great 
[to  switch),"  explains  Sidney  Mudd, 
president  of  Joyce. 

What  does  Philip  Morris  do  now? 
All  the  options  are  expensive  and 
chancy.  It  could  put  up  cash  to  buy 
out  some  major  bottlers  and  convert 
them  to  Like.  Or  it  could  build  com- 
pany-owned regional  bottling  plants 
across  the  country  and  enlist  the  Mil- 
ler beer  distributors  to  distribute  the 
soda.  But  bottling  franchises  don't 
come  cheap.  The  better  companies 
command  price/earnings  multiples  of 
16.  Building  only  one  big  plant  from 
scratch  could  cost  $30  million. 

The  man  with  the  headaches  is  Ed- 
ward Frantel,  58,  Seven-Up's  presi- 
dent and  CEO  and  former  sales  vice 
president  at  Miller  Brewing.  Insisting 
that  the  battle  wasn't  lost,  he  says: 
"This  has  been  a  massive  overhaul. 
Suddenly  we're  positioned  to  make 
this  a  legitimate  three-horse  race." 

Maybe  so,  but  Frantel,  a  tough  ex- 
intelligence  officer  in  World  War  II 
who  parachuted  behind  German 
lines,  is  finding  Coke  and  Pepsi  are  no 
pushovers.  Nor  was  the  soft  drink 
market  growing  fast.  The  population 
was  aging  and  increasingly  weight- 

'  Vie  stuff  in  the  bottle,  as  distinct  from  the  company 
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conscious  and  the  traditional  7%-a- 
year  soda-pop  sales  growth  had  shriv- 
eled to  3% .  Frantel  thought  he  saw  an 
opening.  The  younger  generation,  his 
market  researchers  discovered,  was 
increasingly  brooding  about  the  ingre- 
dients in  what  it  consumed. 

"This  was  an  opportunity,"  Frantel 
says.  In  March  1982  he  launched 
the  "No-caffeine-never-had-it-never- 
will"  campaign  for  7Up.  Thus  came 
the  great  caffeine  scare.  Competitors 
were  furious.  "Ed  Frantel  is  the  villain 
of  the  soft  drink  industry  and  there's 
no  second  place,"  says  Jesse  Meyers, 
publisher  of  Beverage  Digest.  PepsiCo 
threatened  to  yank  its  franchise  from 
any  dual  Seven-Up  bottlers  that  took 
part  in  the  anticaffeine  campaign. 

But  the  big  soft-drink  makers  don't 
sit  still  on  moral  positions  and  let 
their  markets  be  swiped  by  upstarts. 
In  only  four  months  Pepsi  rolled  out 
its  own  caffeine-free  sodas.  Coke  fol- 
lowed last  spring.  When  the  smoke 
cleared,  Seven-Up  had  merely  re- 
gained the  market  share  it  had  lost  in 
the  first  years  after  PM  bought  it. 

What  happened  to  those  Philip 
Morris  marketing  miracles?  The  com- 
pany hasn't  lost  its  touch  but  the  easi- 
er targets  are  gone.  PM  unveiled  Lite 
beer  in  the  mid-1970s  and  Anheuser- 
Busch  and  others  sat  on  their  hands 
for  several  years,  enabling  Miller  to 
take  a  huge  head  start.  In  soft  drinks 
nobody  is  sitting  on  their  hands.  A 
dozen  new  colas  have  been  intro- 
duced in  the  past  two  years,  including 
Royal  Crown's  triple  threat — a  sugar- 
free,  salt-free,  caffeine-free  cola.  "A 
grocer  has  only  so  much  footage," 
says  Michael  Bellas,  president  of  Bev- 
erage Marketing  Corp.,  a  research 
firm.  "Like  is  going  to  have  trouble 
finding  space  when  a  brand  like  Coca- 
Cola  has  six  [cola]  entries." 

Seven-Up's  Frantel  says  gamely:  "I 
just  refuse  to  believe  that  those  who 
enjoy  more  business  than  we  are  infal- 
lible." But  Philip  Morris  chairman, 
George  Weissman,  told  Forbes  re- 
cently: "I  don't  know  if  we  can  make 
Seven-Up  work."  He  added:  "It  de- 
pends on  the  extent  to  which  Coca- 
Cola  wants  to  drive  everybody  else 
out  and  who  has  the  staying  power." 

You  wouldn't  be  aware  of  these 
problems  by  looking  at  the  parent 
company's  bottom  line.  Philip  Morris 
earnings  rose  to  a  probable  $900  mil- 
lion and  $7.15  a  share  last  year.  But 
the  gains  came  mostly  from  ciga- 
rettes. There  sits  Philip  Morris  with 
$620  million  tied  up  in  soft  drinks  and 
not  a  penny's  profit  over  five  years. 
Unless  Frantel  can  fix  it,  sooner  or 
later,  Seven-Up  will  put  a  crimp  in 
Philip  Morris'  earnings  growth.  ■ 


"Your  Portfolio,  Sir." 

The  DOW  JONES  INVESTMENT  EVALUATOR1"  is  computer  soft- 
ware that  serves  your  personal  investment  needs  at  home— accurately  and 
efficiently. 

A  Personalized  System 

With  the  INVESTMENT  EVALUATOR,  your  home  computer  and  a 
telephone  modem,  you  have  a  personalized  system  for  managing  your  port- 
folio. A  system  that  automatically  updates  and  tracks  only  those  stocks  you 
want  to  follow— allowing  you  to  evaluate  your  position  at  a  glance. 

Easy  Access  to  News/ Retrieval 

This  software  automatically  dials  and  connects  you  with  Dow  Jones 
News/Retrievalf  the  world's  leading  supplier  of  computerized  information 
on  demand.  It  allows  you  and  your  family  access  to  current  quotes,  finan- 
cial and  business  news,  general  news,  movie  reviews,  sports,  weather  and 
even  the  Academic  American  Encyclopedia. 

The  Right  Amount  of  Software  for  the  Job 

The  INVESTMENT  EVALUATOR  gives  you  the  capabilities  you  need 
without  making  you  pay  for  a  lot  of  complex  functions  you  may  never  use. 
Menu  screens  lead  you  to  what  you  want  with  one-touch  commands.  The 
program  is  completely  reliable,  comes  with  an  easy-to-follow  manual 
and  is  fully  supported  by  the  Dow  Jones  Customer  Service  hotline. 

From  Dow  Jones,  Publishers  of 
The  Wall  Street  Journal 

Dow  Jones  has  been  serving  the  business  and 
financial  communities  for  100  years.  Now 
Dow  Jones  Software™  serves  you  at  home. 


For  a  free  brochure  call: 
1-800-345-8500  ext.  262 

(Alaska.  Hawaii  and  foreign  call  1-215-789-7008  exl.  262) 


Dow  Jones  Software 


Dow  Jones  Investment  Evaluator™ 

...Bank on  it. 


Available  for  Apple  II,  Apple  lie, 
IBM  PC  and  Tl  Professional. 
Compatibility  with  Atari  and 
Commodore  to  follow. 


Copyright  ©  Dow  Jones  &  Co.,  Inc,  1983.  All  Rights  reserved. 
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Hardware  makers  arerit  the  only  ones 
taking  the  heat  from  IBM's  PC.  An  entire 
segment  of  the  software  industry  may 
shortly  find  itself  outflanked. 


Soft  wars 


By  Stephen  Kindel 

In  1980,  Softsel  Computer  Prod- 
ucts, inc.  of  Inglewood,  Calif.,  had 
sales  of  only  $300,000.  Last  year  it 
did  $8  j  million.  Softsel  is  the  nation's 
leading  wholesaler  of  personal  com- 
puter software — and  a  faster-growing 
business  would  be  hard  to  find. 

But  these  are  nervous  times  for 
Softsel,  as  well  for  such  smaller  com- 
petitors as  Micro  D  and  SKU,  with 
sales  of  about  $25  million  each.  They 
have  concentrated  almost  exclusively 
on  wholesaling  to  the  growing 
number  of  independent  computer 
stores  and  large  retail  chains  like 
ComputerLand  and  Businessland. 
Now  conies  IBM,  which  increasingly 
sells  PCs  in  quantity  directly  to  its 
biggest  customers,  bypassing  the 
ComputerLands  on  that  part  of  the 
business.  These  direct  sales  to  large 
users  already  constitute  an  estimated 
24%  of  all  PC  sales  and  the  proportion 
is  increasing.  This  has  given  an  idea  to 
the  larger  software  companies.  Why 
bother  with  the  wholesalers?  Leading 
the  switch  is  the  newly  established 
Micro  Distribution  Division  of  soft- 
ware giant  Management  Sciences  of 
America.  MSA,  with  annual  sales 
near  $145  million,  has  long  been 
dominant  in  mainframe  software.  So 
it  has  a  good  base  among  The  Forbes 
500s  customers  who  are  now  hot  pros- 
pects for  the  PC. 

For  those  customers  who  are  will- 
ing to  spend  a  minimum  of  $100,000  a 
year  for  software  products,  MSA  will 
send  its  experts  to  help  the  company 
select  the  most  appropriate  software. 
No  need  for  the  company  or  its  em- 
ployees to  fuss  with  the  problem  on 
their  own. 

With  more  than  $80  million  in  cash 
on  hand,  MSA  can  put  a  lot  of  muscle 
behind  its  push.  A  good  portion  of 


MSA's  revenues  comes  from  mainte- 
nance and  support  fees  its  customer 
base  generates.  Thus  MSA  can  afford 
to  risk  antagonizing  the  retailers. 

MSA  is  currently  working  with 
Levi  Strauss  and  Borg-Warner,  which 
will  probably  be  MSA's  first  big  cli- 
ents. MSA  is  hoping  to  sign  30  compa- 
nies in  the  first  year.  "We're  aiming  to 
eliminate  a  lot  of  the  confusion  that 
now  surrounds  software  purchases  at 
the  corporate  level,"  says  MSA's 
Howard  A.  Smith  Jr. 

He  continues:  "Right  now,  after  the 
PC  is  put  on  somebody's  desk,  work- 
ers are  pretty  much  left  alone  to  figure 
out  the  best  way  to  use  it.  So  one 


By  Ellen  Paris 

It  is  8:00  Sunday  evening,  say, 
and  you  are  driving  west  on  Wil- 
shire  Boulevard  in  Los  Angeles.  A 
few  miles  past  Beverly  Hills,  you 
drive  by  some  high-rise  condomin- 
iums and  realize  something  is  wrong. 


person  uses  VisiCalc,  another  uses 
Lotus  1-2-3  and  a  third  person  uses 
SuperCalc,  all  to  do  the  same  task.  It 
would  be  a  whole  lot  simpler  if  every- 
one in  the  company  could  go  to  some- 
one and  get  the  right  software  for  the 
right  job  every  time." 

MSA  is  not  the  only  company  cast- 
ing covetous  eyes  on  the  post-IBM 
national  account  market.  ITM,  for  ex- 
ample, a  1 '/2-year-old  Walnut  Creek, 
Calif,  company,  has  signed  PepsiCo, 
Arthur  Young  and  Merrill  Lynch, 
among  others. 

What  can  the  smaller  software 
wholesalers  do  to  survive?  Portia 
Isaacson  runs  Future  Computing  Inc., 
a  Richardson,  Tex.  information  ser- 
vices company  that  closely  monitors 
the  personal  computer  industry.  She 
advises  the  smaller  wholesalers  to  for- 
get about  the  big-company  market 
and  concentrate  on  the  retailers. 
"Right  now,  the  big  companies  are 
filling  up  with  machines,"  she  says. 
"But  over  the  long  run,  they'll  ac- 
count for  no  more  than  a  third  of  the 
desks  with  personal  computers.  The 
real  future,  a  year  or  two  down  the 
road,  is  with  all  the  small  businesses 
that  the  national  account  people  can't 
be  bothered  servicing.  So  the  national 
distributors  who  can  broaden  their 
base  and  hold  out — they'll  be 
around." 

Moral:  In  a  fast-changing  business, 
there  are  opportunities  as  well  as 
problems.  ■ 


Damned  few  lights  on  in  those  build- 
ings. Doesn't  anybody  live  there? 
Have  you  crossed  over  into  the  Twi- 
light Zone? 

Not  quite.  This  is  the  1.1 -mile  Wil- 
shire  Corridor,  the  "golden  mile"  that 
represents  Los  Angeles'  answer  to 
New  York's  Park  Avenue.  And  the 


Whats  doing  west  of  Beverly  Hills  on  Wil- 
shire?  Not  much:  near-empty  buildings, 
nervous  developers  and  bargain  hunters. 

Darkness  on 
the  golden  mile 
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The  L'Elysee  on  Wilsbire  Boulevard 
Talk  about  irrational  expectations 

darkness  that  disturbs  you  marks 
nine  swank  condos  valued  collective- 
ly at  about  half  a  billion  dollars  and 
offering  living  space,  not  all  of  it 
sumptuous,  at  heart-stopping  prices — 
$300,000  to  $11  million  per  unit. 

Trouble  is,  only  about  165  of  the 
801  units  available  in  these  nine  proj- 
ects have  been  sold.  Two  buildings 
have  gone  back  to  the  banks,  others 
could  meet  the  same  fate  if  sales  don't 
pick  up  within  six  months.  At  10490 
Wilshire  stands  the  rusting  steel  skel- 
eton of  the  Evian.  The  project  has 
been  in  bankruptcy  for  two  years. 
Lien  holder  Kaiser  Steel  wants  to  be 
paid  for  its  labor  and  materials. 

What  happened?  Irrational  expecta- 
tions, for  one  thing.  "The  developers 
had  huge  profit  margins  worked  into 
these,"  says  John  Morrissey,  a  real 
estate  consultant  who  worked  for  sev- 
eral of  the  developers.  When  their 
hopes  proved  to  be  unrealistic,  poten- 
tial buyers  decided  to  wait  and  see 
how  much  the  developers  might 
come  down.  "Discounting  of  15%  to 
30%  has  been  going  on  at  most 
places,"  reports  Tom  Gilleran,  whose 
company  has  listings  on  most  of  the 
buildings.  But  a  lot  of  potential  buyers 
are  obviously  still  waiting. 

Typical  of  dashed  hopes  is  the 
L<£lysee  at  10445  Wilshire,  taken 
over  by  Security  Pacific  National 
Bank  last  November.  Ronald  and  Vic- 
tor Najar,  brothers  based  in  France 
who  built  L'Elysee,  lost  it  by  combin- 
ing undistinguished  architecture  with 
inept  marketing.  Instead  of  lowering 
their  profit  margins  to  meet  changed 
market  conditions,  the  Najars  lost  it 
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Unique  Opportunity  R)r 
Unique  Individuals. 


Capitalize  On  The  Greatest 
Growth  Opportunity  Of  The  Decade- 
Professional  Computer  Retailing. 

E ntre  Computer  Centers,  America's 
fastest  growing  franchisor  of  retail 
computer  centers  .  .  .  with  over  190 
franchises  coast-to-coast ...  is  cur- 
rently awarding  franchises  to  qual- 
ified business  professionals. 

Owning  an  Entre  franchise  is  a 
unique  opportunity.  And  if  you  have 
a  track  record  of  sales  and  market- 
ing success,  plus  the  entrepreneurial 
ability  to  manage  a  multi-million  dol- 
lar business,  then  Entre  could  be 
the  greatest  opportunity  of  your 
professional  life. 

We  provide  a  comprehensive,  pro- 
fessional marketing  program.  An 
approved  product  mix  of  the  world's 


leading  hardware  and  software.  Ex- 
tensive training  programs.  On-going 
and  dedicated  Field  Support.  Adver- 
tising and  promotional  programs  and 
tools.  Plus  a  unique  consultive  sys- 
tems sales  approach  for  profitable 
repeat  business. 

You  provide  liquid  capital  of 
$100,000  plus  additional  financing — 
and  the  ability,  drive,  ambition  and 
professionalism  to  become  part  of 
Entre's  rapidly  expanding  world- 
wide Network. 

If  you  have  the  professional 
credentials  that  demonstrate  you're 
one  of  the  best — call  us  todav  at 
(703)  556-0800. 


CZFTTTOCZ  compuT€R 
til  1 1  KfccenreRS- 


For  the  most  in  personal  computing. 


Corporate  Headquarters' Vienna,  Virginia'  (703)  556-0800 


Your  legacy:  A  40 -acre  ranch  and  a  way  of  life 

As  big  as  all  outdoors.  Forbes  Magazine  is  now  offering  substantial  land  for  skiers, 
hunters,  naturalists  and  lovers  of  America's  magnificent  Old  West. 

For  the  pleasure  of  you  and  your  family  today,  these  ranches,  adjacent  to  the 
Forbes  Trinchera  Ranch  in  Southern  Colorado,  will  be  an  important  legacy  in  the 
future  of  your  loved  ones. 

Minimum-size  family  ranches  are  40  acres,  and  vary  up  to  74  acres,  with  prices 
starting  at  $30,000. 

For  details  and  our  color  brochure  write  or  phone: 

Mr.  Errol  Ryland,  Manager 

FORBES  MGON  CREEK  RANCH 

Box  303  K  K.  Fort  Garland,  Colorado  81133  •  (303)  379-3263 

This  is  not  an  offer  to  sell  in  states  where  not  registered 


all.  Security  Pacific  hopes  to  make 
good  on  its  $25.8  million  loan  by 
holding  the  building  for  a  while, 
meanwhile  renting  units  for  about 
$2,000  a  month. 

Mitsui  Manufacturers  Bank  took 
back  Wilshire  House  at  10601  Wil- 
shire  Boulevard  last  summer.  Talk 
about  expectations.  Developer  Jody 
Sherman  had  originally  offered  her 
condos  at  $400  to  $1,000  a  square 
foot,  and  even  now  is  asking  as  much 
as  $1.25  million  for  a  two-bedroom 
apartment.  At  last  count  (mid-Sep- 
tember) only  1  of  the  67  unit?  had 
been  sold.  The  new  owner  hasn't  cut 
prices  yet,  but  at  the  prices  it  was 
asking  it  has  plenty  of  leeway  to  cut 
hard  and  still  come  out  whole. 


Rare  signs  of  life  on  the  golden  mile 
now  are  in  the  few  buildings  offering 
smaller  units  and  lower  prices.  At  the 
Wilshire  Manning,  10660  Wilshire, 
for  example,  a  1 -bedroom  with  Wi 
baths  recently  sold  for  $192,000  cash, 
or  $149  per  square  foot.  The  unit  was 
originally  priced,  22  months  ago,  at 
$184  per  square  foot. 

At  the  Mirabella  and  at  Ten  Five 
Sixty,  two  -of  the  three  indisputably 
top-of-the-market  projects  on  the 
boulevard,  things  are  still  slow.  At 
Ten  Five  Sixty,  only  15  of  108  units 
are  sold;  at  Mirabella,  only  14  of  114. 
Deals  were  closed  at  Ten  Five  Sixty 
for  $250  to  $280  a  square  foot,  vs. 
asking  prices  of  $282  to  $332.  Jack 
Waghorn,  the  building's  new  vice 


president  of  marketing,  says,  "There 
will  be  no  more  price  cuts.  We're  go- 
ing to  push  appreciation  value."  But 
that  argument  doesn't  wash  in  Cali- 
fornia in  1984  as  well  as  it  did  in  1982. 

Wilshire  Boulevard,  then,  has 
turned  into  a  waiting  game.  Lenders 
are  waiting  to  get  their  loans  paid  off. 
Developers  who  have  already  pur- 
chased land  and  have  city  approval  to 
build  yet  another  seven  buildings  are 
sweating  out  carrying  the  land  while 
waiting  for  the  empty  buildings  to  fill 
up.  Prospective  buyers? 

They  would  do  well  to  play  their 
own  waiting  game:  With  leverage 
now  working  against  sellers,  prices 
are  more  likely  to  drop  further  than 
rise  in  the  months  ahead.  ■ 


When  it  comes  to  metals  prices,  what  goes 
down  must  eventually  go  up  again.  Yeah, 
but  how  long  can  a  mining  company  wait? 


Survival  tactics 


By  James  Cook 


WHAT  DO  YOU  DO  WHEN,  in 
less  than  four  years,  the 
prices  of  your  two  principal 
products  fall  78%  and  43%,  respec- 
tively? That  has  been  Asarco's  prob- 
lem. Asarco  Inc.  is  the  U.S.'  largest 
producer  of  silver,  and  a  couple 
of  years  back  silver  averaged  as 
high  as  $38  an  ounce.  Recently 
it  was  at  $8.54.  Copper,  where 
Asarco  ranks  third  domestical- 
ly, is  down  from  an  average  of 
$1.17  a  pound  to  66.9  cents. 
What  do  you  do  under  such  dire 
circumstances? 

You  try  to  survive.  "You 
don't  run  the  company  for  profit 
at  price  levels  like  these,"  says 
Asarco  President  Richard  de- 
longh  Osborne,  49.  "You  run 
the  business  for  cash  flow,  to  be 
sure  you  can  generate  enough 
cash  to  meet  your  various  obli- 
gations." That  means  tighten- 
ing the  belt  as  far  as  it  will  go, 


then  gouging  out  a  few  additional 
notches.  Osborne's  boss,  Chairman 
Ralph  L.  Hennebach,  63,  adds  cheer- 
fully, "Everybody  in  the  industry 
adopted  the  same  survival  tactics. 
We're  riding  along  now  at  a  level  that 
we  could  probably  sustain  almost  in- 
definitely." 


Asarco  Chairman  Hennebach,  President  Osborne 
Tighten  the  belt,  gouge  out  new  notches. 


It  helps  in  a  situation  like  this  if  as  a 
company  you've  been  through  this 
kind  of  thing  before.  Asarco's  earn- 
ings have  always  been  erratic.  In  1974 
it  earned  $4.71  a  share;  the  next  year 
95  cents.  Earnings  peaked  at  $8.56  a 
share  in  1979,  but  by  1982  the  com- 
pany was  losing  $2.40  a  share,  and  in 
1983  it  earned  maybe  $1.50. 

But  Asarco's  current  problems  are 
not  entirely  a  consequence  of  roller 
coaster  metals  prices.  Its  fierce  desire 
to  remain  independent  caused  it  to 
dissipate  its  considerable  cash  re- 
serves. Asarco  had  gone  into  1981 
with  $128  million  in  cash  and  well 
under  $300  million  in  long-term  debt. 
Three  years  later  there  was  only  $31 
million  in  cash,  as  against  $500  mil- 
lion in  long-term  debt. 

Where  did  the  $300  million  go?  It 
went  to  preserve  Asarco's  corporate 
independence.  In  late  1980  Bendix 
Corp.  decided  to  sell  a  20%  interest  in 
Asarco  it  had  acquired  in  1978.  To 
keep  that  big  block  out  of  unfriendly 
hands,  Asarco  in  early  1981  bought 
that  stock.  It  paid  a  ruinous  price:  $55 
a  share,  vs.  a  book  value  of  $43  and  a 
market  price  of  maybe  $50.  To 
raise  the  $335  million  required, 
Asarco  drained  its  cash,  sold 
$140  million  in  new  convertible 
preferred  and  borrowed  the  rest. 

Then,  with  Asarco's  treasury 
bare,  metals  prices  collapsed, 
leaving  many  a  patient  stock- 
holder wondering  if  he 
shouldn't  have  bailed  out  when 
Bendix  did. 

What  now?  If  metals  prices 
recover,  Asarco  shareholders 
may  be  made  whole  again,  after 
watching  their  stock  drop  from 
just  short  of  60  in  1980  to  under 
20  in  1982.  The  stock  thereafter 
recovered  to  40  before  dipping 
back  to  30,  apparently  because 
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Eminent  father,  eminent  son 


The  odd  thing  about  fathers  and 
sons  is  that,  no  matter  how  dif- 
ferent they  seem,  they  often  turn 
out  to  be  very  much  alike.  Take 
Stanley  and  Richard  dejongh  Os- 
borne, father  and  son,  the  former  a 
partner  in  Lazard  Freres  at  78  and 
the  latter  president  of  Asarco  Inc. 
In  the  Fifties  and  Sixties  Stanley 
Osborne  was  one  of  the  more  well- 
rounded  personalities  in  U.S.  busi- 
ness. Born  in  Costa  Rica,  he  went 
into  investment  banking  in  Boston 
after  graduating  from  Harvard, 
served  in  Washington  during  WWII 
as  an  aide  to  the  head  of  the  U.S. 
rubber  agency,  thence  to  Eastern 
Air  Lines  as  vice  president  for  traf- 
fic. Stanley  Osborne's  biggest  job 
was  as  chairman  and  president  of 
Olin  Mathieson,  one  of  the  first 
and  earliest  conglomerates  to  fall 
on  its  face.  Osborne  got  Olin  back 
on  its  feet  again,  and  in  1964,  at  the 
age  of  59,  quit  to  go  back  to  his 
"first  love" — investment  bank- 
ing— as   a   partner   with  Lazard 


Freres.  At  Lazard,  among  other 
things,  he  engineered  Henry 
Crown's  recovery  of  control  at 
General  Dynamics,  and  though  he 
retired  in  1982  as  chairman  of  the 
Private  Investment  Co.  of  Asia,  a 
private  development  agency,  he  is 
still  active  in  the  firm. 

Son  Richard  has  the  same  adapt- 
ability to  new  jobs  and  new  func- 
tions. After  graduation  from  Prince- 
ton, he  went  to  work  for  a  Connecti- 
cut engineering  firm,  then  spent 
nearly  a  decade  in  financial  plan- 
ning and  marketing  at  IBM.  He  later 
served  as  an  investment  adviser  to 
the  flamboyant  Sherman  Fairchild 
and  his  Fairchild  Camera,  before 
settling  in  at  Asarco  in  1 975.  After  a 
decade  with  Asarco,  Dick  Osborne 
looks  like  a  shoo-in  to  succeed 
Ralph  Hennebach  when  he  retires  as 
chief  executive  officer  two  years 
fromnow.  Buthe'sonly49,andwith 
the  Osborne  pattern  of  retreading 
careers,  there's  no  reason  to  think 
even  that  will  be  his  last  move. — J.C. 


most  investors  expected  metals  prices 
to  recover. 

That  hope  makes  Asarco  a  natural. 
Wherever  you  look  in  the  mining 
trade,  there's  Asarco.  Besides  its  U.S. 
mines  and  smelters,  it  owns  domi- 
nant interests  in  Southern  Peru  Cop- 
per (52.3%  owned),  Australia's  MIM 
(44%)  and  Mexico's  Medimsa  (34%). 
Asarco  produces  16%  of  the  world's 
silver,  8%  of  its  copper,  10%  of  its 
lead  and  9%  of  its  zinc. 

When  prices  are  good,  as  they  were 
in  1979,  for  instance,  that  spread  can 
bring  a  real  bonanza.  But  the  down- 
side leverage  is  terrific,  too.  After 
earning  $237  million  in  1980  on  $1.8 
billion  in  revenues,  two  years  later 
Asarco  was  $39  million  in  the  red.  On 
a  $460  million  swing  in  revenues, 
Asarco  had  a  $327  million  swing  in 
pretax  profits.  Last  year  started  out 
better — which  helps  explain  why  the 
stock  recovered  so  strongly — but  with 
prices  slumping  again  in  the  fourth 
quarter,  Asarco  was  probably  back  at 
the  break-even  point. 

Asarco  was  formed  around  the  turn 
of  the  century  as  the  American  Smelt- 
ing &  Refining  Co.,  a  repository  for 
the  Guggenheim  mining  and  smelting 
interests.  It  began  as  a  custom  smelter 
and  refiner,  buying  the  mine  output  of 
others,  processing  it  and  marketing 
the  output  for  its  own  account.  But  in 
the  early  Fifties  Asarco  set  about  with 
stunning  success  turning  itself  into  a 
major  domestic  mining  company, 
producing  not  only  copper  and  silver 
but  lead  and  zinc  and  eventually  coal, 
asbestos  and  specialty  chemicals  as 
well.  "We  thought  a  fairly  broad  range 
of  commodities  would  give  us  a 
spread  of  riches  that  would  assist  us 
in  difficult  periods,  and  that  proved  to 
be  the  case,"  says  Osborne.  Over  the 
years  Asarco  has  won  itself  a  reputa- 
tion as  one  of  the  best-run  metals 
companies  in  the  world. 

Asarco  has  less  flexibility  than 
some  of  its  competitors  when  things 
go  bad.  Where  other  producers  could 
simply  close  down  their  mines  and  be 
done  with  it,  as  Inspiration,  Duval, 
Amax  and  even  Phelps  Dodge  did,  this 
was  not  so  easy  for  Asarco.  As  a  cus- 
tom refiner  and  smelter,  Asarco  had 
assumed  a  burden  of  fixed  costs  it 
would  not  otherwise  have  had.  And 
so,  during  the  recent  collapse  of 
prices,  Hennebach  concluded  that 
Asarco  would  be  better  off  operating 
its  mines  even  at  a  loss  than  depriving 
its  three  smelters  and  the  Amarillo, 
Tex.  refinery  of  the  feedstocks  they 
need  to  keep  going.  "Our  copper  oper- 
ations are  losing  money,"  Hennebach 
concedes,  "but  considerably  less  than 
they  would  be  if  we  just  shut  them 


down."  This  explains  the  huge  swings 
in  profit  on  relatively  modest  fluctu- 
ations in  sales. 

Hennebach  cut  where  he  could.  He 
shut  the  zinc  refinery  at  Corpus 
Christi,  permanently  closed  two  met- 
als recycling  facilities  and  an  asbestos 
cement  pipe  manufacturing  plant,  liq- 
uidated solar  energy  operations  and 
reduced  employment  by  18%.  When 
Asarco's  33% -owned  Revere  Copper 
&  Brass  affiliate  went  into  reorganiza- 
tion, Hennebach  bit  the  bullet.  He 
sold  off  all  of  Asarco's  interest  in  Re- 
vere, taking  a  $55.7  million  pretax 
loss  on  the  investment. 

But  cutting  expenses  was  only  the 
half  of  it.  To  conserve  cash,  Henne- 
bach began  pruning  Asarco's  capital 
spending  as  well — from  $163  million 
in  1981  and  $145  million  in  1982  to 
under  $100  million  last  year,  possibly 
no  more  than  $50  million  in  1984. 
The  cuts  bit  hard  because  Asarco  was 
committed  to  spending  $133  million 
at  its  indispensable  copper  smelter  at 
Hayden,  Ariz.,  mainly  for  pollution 
controls.  This  pollution  spending 
won't  earn  a  dime,  but  without  it  the 
smelter  would  have  to  close. 

But  say  this  for  Asarco's  manage- 
ment: It  believes  in  the  company  and 
believes  in  its  industry.  What  money 
it  can  spare  for  real  capital  spending, 
it  is  spending.  Asarco  has  decided  to 
put  its  small  if  prospectively  very 
profitable  Aquarius  gold  property  near 


Timmins,  Ont.  into  production  at  a 
cost  of  $10.7  million.  Hennebach  is 
eager  to  move  ahead  with  a  new  $77 
million  West  Fork  lead  mine  in  Mis- 
souri, which  it  had  under  develop- 
ment when  the  recession  hit.  West 
Fork  will  triple  Asarco's  lead  capac- 
ity. "Lead  isn't  an  expanding  indus- 
try," Hennebach  says,  "but  the  world 
uses  3.8  million  tons  of  it  a  year,  so 
it's  not  exactly  a  gone  market." 

Hennebach  insists  that,  shattered 
earnings  and  dwindled  liquidity  not- 
withstanding, Asarco  hasn't  done  at 
all  badly.  "There  is  nothing  wrong 
with  a  cyclical  business,"  Dick  Os- 
borne says.  "The  problem  arises  when 
you  are  in  a  cyclical  business  and  you 
make  the  assumption  that  it's  a 
steady-state  business.  We've  been 
modest  in  our  capital  undertakings 
during  the  peaks  of  these  booms  the 
last  two  or  three  times  around  simply 
because  we  recognized  the  up  cycles 
come  to  an  end,  and  you  have  to  sur- 
vive at  the  bottom." 

So  Hennebach  and  Osborne  like  to 
point  out  that  the  same  leverage  that 
is  so  painful  on  the  downside  is  quite 
pleasant  on  the  upside.  For  Asarco  the 
leverage  is  giddy  enough.  Every  $l-an- 
ounce  change  in  the  price  of  silver 
means  56  cents  a  share.  In  copper  ev- 
ery 1-cent-a-pound  change  means  15 
cents  a  share,  in  lead  6  cents,  in  zinc  8 
cents.  Says  Hennebach:  "All  we  need 
is  a  little  good  fortune."  ■ 


FORBES,  JANUARY  16,  1984 


93 


Taxing  Matters 


Sure,  the  economy's  resurgence  is  shoring 
up  state  budgets.  But  the  great  grab  for 
revenues  goes  on. 


Capitol 
ideas 


By  Laura  Saunders 


State  and  local  governments  have  a 
collective  surplus  of  some  $16  bil- 
lion. Even  so,  they  are  looking  for 
fresh  funds.  And,  of  course,  they  are 
trying  to  mask  the  pain.  Some  reports 
from  the  state  tax  front: 


Minnesota 

! Minnesota  legislators 
last  summer  set  up  a 
"rainy  day  fund,"  a  $250 
million  revenue  cush- 
ion, to  buffer  the  effects  of  a  down- 
turn. Chances  are  good  that  they  will 
increase  it  to  $500  million  in  the  next 
two  years. 

It's  not  easy  to  set  aside  that  much 
cash.  But  such  a  fund  would  help  to 
avoid  recent  problems  caused  by 
downward  revisions  in  revenue  esti- 
mates. Taxpayers  were  particularly 
pinched  by  a  10%  income  tax  sur- 
charge imposed  a  year  ago.  Jay  Kie- 
drowski,  deputy  state  finance  com- 
missioner, says,  "We're  telling  the 
legislature  that  with  $500  million  we 
can  reduce  to  a  l-in-5  chance  the  pos- 
sibility of  a  surprise  shortfall  in  any 
one  year." 


Texas 

Want  to  know  the  price 
of  oil  one  or  two  years 
down  the  road?  Forget 
those  high-priced  ex- 
perts from  the  big  financial  centers. 
Call  the  Texas  taxmen.  Oil-  and  gas- 
related  taxes  make  up  40%  of  the 
state's  revenues,  and  officials  there 
have  earned  a  crack  reputation  for  pre- 
dicting oil's  future  price. 

They  have  good  sources:  "Every 
month  7,100  companies  have  to  file 
interim  tax  reports  with  us,  and  we're 


in  constant  touch,"  says  Billy  Hamil- 
ton, chief  revenue  estimator  for  the 
state  controller.  That  doesn't  mean 
it's  an  exact  science,  but  in  the  chaos 
of  late  1980,  when  forecasters  like 
Chase  Econometrics  and  Data  Re- 
sources put  the  1983  oil  price  as  high 
as  $49,  Texas  held  to  $37,  much  closer 
to  the  current  price  of  $29. 

So  what's  ahead  for  oil?  According 
to  Hamilton,  it  will  be  $28.75  per 
barrel  in  1984  and  $29  in  1985. 


Florida 

Though  deductibility  of 
state  taxes  on  federal  in- 
come tax  returns  is  con- 
troversial these  days, 
(Forbes,  Oct.  24,  1983),  the  practice  is 
still  allowed.  Meanwhile,  some  legis- 
lators are  making  the  most  of  the  sta- 
tus quo  by  increasing  state  taxes  that 
are  federally  deductible  and  decreas- 
ing those  that  aren't. 

Florida  recently  used  this  ploy.  It 
took  a  nondeductible  8-cent-per-gal- 
lon  state  excise  tax  on  gasoline  and 
turned  it  into  a  4-cent-pcr-gallon  ex- 
cise tax  plus  a  deductible  5%  sales 
tax.  Net  effect  to  top-bracket  item- 
izers:  a  cut  of  roughly  25%  in  gasoline 
taxes.  State  Representative  Barry  Ku- 
tun  (D),  chairman  of  the  Florida 
House  Finance  &  Taxation  Commit- 
tee, says  "It  would  be  a  disservice  to 
our  constituents  not  to  consider  this 
approach." 

Mississippi 

Crime  doesn't  pay,  at 
least  not  as  well  as  it 
used  to,  if  you  live  in 
Mississippi.  That's  be- 
cause the  Magnolia  State  has  a  new 
law,  which  went  into  effect  last  July, 
that  puts  a  tax  on  crime:  It  charges 


convicted  felons  $50  and  misdemean- 
or offenders  $10,  plus  1%  of  the  face 
value  of  all  bail  bonds. 

Logically  enough,  much  of  the 
money  collected — expected  to  reach 
$750,000  in  fiscal  1984— will  go  to 
build  prisons.  What  inspired  State 
Senator  Ellis  Bodron  (D),  the  bill's 
sponsor,  to  think  of  the  tax?  He  deep- 
ens his  pleasant  drawl  and  cites  a  lo- 
cal proverb,  "Them  what  dance  ought 
to  pay  the  fiddler." 


Oklahoma 


Bad  enough  for  a  com- 
pany to  find  that  its 
books  are  being  audited, 
but  now  it  may  have  to 
start  paying  the  auditor's  carfare.  For 
the  last  several  months,  Oklahoma 
has  been  charging  companies  $20  an 
hour  per  auditor  for  out-of-state  au- 
dits. That  doesn't  include  travel  ex- 
penses, which  are  also  payable — un- 
less, of  course,  you  take  your  books  to 
them.  Says  Odie  Nance,  chairman  of 
the  state  tax  commission:  "The  per 
diem  that  the  state  allowed  for  ex- 
penses just  wasn't  sufficient  to  cover 
costs.  An  auditor  might  have  to  pay 
$20  to  $30  a  day  above  that  to  stay  in 
New  York  City." 

Pennsylvania 

Will  the  Keystone  State 
have  to  refund  $500  mil- 
lion in  back  taxes  to 
banks?  Not  if  state  law- 
makers can  help  it. 

When  a  100-year-old  bank-fran- 
chise tax  was  declared  unconstitu- 
tional in  September,  the  legislature 
moved  fast  to  reformulate  the  law.  It 
also  passed,  unanimously,  a  bill  with 
provisions  designed  to  recapture  any 
refunds  that  taxpayers  who  had  paid 
under  the  now  unconstitutional  law 
might  demand. 

Tax  experts  aren't  so  sure  the  new 
laws  will  do  the  trick.  "The  recapture 
provisions  may  be  of  dubious  consti- 
tutionality," says  Robert  Lightburn, 
state  tax  coordinator  with  Coopers  & 
Lybrand  in  Pittsburgh. 

Whatever  happens,  other  states  are 
watching.  An  obscure  federal  tax  pro- 
vision has  collided  with  taxes  on  the 
books  in  Texas  and  several  other 
states.  The  law  prohibits  certain  taxes 
on  federal  obligations,  and  bankers, 
who  hold  large  amounts  of  them,  are 
pressing  cases  that  could  bring  a 
windfall  of  refunds  their  way. 
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Football's  Vince  Lombardi  used  to  say,  "If  beers  and  is  weak 
the  game  lasts  long  enough,  we  can  win. 
At  Pabst  Brewing  Co.  they  say,  "I  hope  the 
game  lasts  long  enough. " 


Is  the  game 
over? 


By  Barry  Stavro 


suc- 


The  view  is  grim  from  the  Milwau- 
kee office  of  Pabst  Brewing  Co.'s 
President  William  Smith.  Next  door 
is  an  idle,  old  Blitz  brewery,  ready  for 
its  next  incarnation  as  a  condomin- 
ium. Not  far  away  is  a  closed  Schlitz 
brewery.  Smith  still  can  see  the  reas- 
suring plumes  of  steam  thrown  off 
from  his  Pabst  plant.  But  that's  about 
all  the  reassurance  Smith  has. 

On  $800  million  in  sales  in  1983 
Pabst  made  only  about  $5  million. 
"We  need  some  success  stories  to  sur- 
vive," says  Smith,  48.  But  the 
cesses  seem  to  elude  him. 

Since  last  spring  Pabst's 
stock  has  fallen  by  50%,  to  $8 
a  share.  Pabst  tumbled  a 
notch,  from  fifth  to  sixth 
place,  in  beer  volume  last  year, 
behind  Anheuser-Busch,  Mil- 
ler, G.  Heileman  Brewing, 
Stroh  Brewery  and  Adolph 
Coors.  The  direction  has  been 
down  for  a  long  time.  As  re- 
cently as  1980  Pabst  ranked 
third.  The  barrel  decline  was 
partly  stemmed  in  1983  when 
Pabst  bought  some  of  the  as- 
sets of  Olympia  Brewing  in 
Washington.  But  the  2.5  mil- 
lion barrels  of  beer  that  Pabst 
picked  up  from  Olympia  is 
evaporating  fast.  What  counts 
is  that  Pabst's  current  brands 
and  Olympia  combined  sold  1 
million  fewer  barrels  in  1983 
than  in  1982.  Another  1  mil- 
lion-barrel drop  in  1984  is  fore- 
cast by  Montgomery  Securi- 
ties analyst  Emanuel  Gold- 
man. At  that  rate,  Pabst's 
smokestacks,  too,  could  soon 
cease  belching. 

Pabst's  biggest  headache  is 
the  continuing  collapse  of  its 
Blue  Ribbon  brand,  which  ac- 
counts for  60%  of  the  com- 


pany's sales.  In  1981  Americans  drank 
9.8  million  barrels  of  Blue  Ribbon. 
Last  year  they  drank  7.7  million  bar- 
rels. What's  wrong  with  the  beer?  Its 
image.  U.S.  beer  executives  admit  pri- 
vately that  one  beer  pretty  much 
tastes  like  another.  What  brewers  are 
selling  is  an  image,  like  jeans  or  per- 
fume. Pabst  spent  a  company-record 
$63  million  on  advertising  and  pro- 
motion last  year,  but  its  beer  hasn't 
caught  on  with  younger  drinkers. 
They  seem  to  view  it,  admits  Richard 
Ratcheson,  vice  president  of  advertis- 
ing, "as  the  beer  my  father  drank." 
Pabst  has  been  slow  to  introduce  light 


Pabst  Brewing  Co.  President  William  Smith 
"We  need  some  success  stories  to  survive." 


in  the  lucrative 

Sunbelt  markets. 

An  ambitious  man,  Bill  Smith  can 
turn  Pabst  around  if  anyone  can.  In 
1978  he  took  over  Pittsburgh  Brewing 
Co.,  a  small  regional  brewer  on  the 
brink  of  collapse.  He  rushed  out  a 
light  beer,  put  himself  in  beer  ads  and 
went  on  nightly  pub  crawls  buying 
Pittsburghers  his  brew.  In  one  year 
the  company  turned  profitable — 
while  Smith  padded  40  pounds  of  beer 
belly  onto  his  6-foot-4  frame. 

Smith  wanted  the  Pabst  job  and  got 
it  in  September  1981.  His  welcome 
included  a  raid  by  Minneapolis-based 
takeover  artist  Irwin  Jacobs.  To  help 
get  rid  of  Jacobs,  Pabst  had  to  sell  its 
most  modern  brewery,  one  in  Geor- 
gia, to  Heileman,  and  agreed  to  split 
Olympia's  assets  with  Heileman. 

Smith  has  trimmed  Pabst's  work 
force,  closed  one  brewery  and  beefed 
up  productivity,  saving  $2.5  million 
at  the  Milwaukee  brewery  alone  last 
year.  But,  to  survive,  Pabst  has  to  sell 
more  beer.  Says  Smith:  "Sure,  we're 
slipping  bad.  But  [Vince]  Lombardi 
said,  'If  the  game  lasts  long  enough, 
we  can  win.'  I  hope  the  game  lasts 
long  enough." 

But  will  it?  The  big-six  brewers  that 
control  92%  of  U.S.  production  inhab- 
it a  mature  industry  that  had  1% 
growth  in  1983.  So,  in  a  zero  sum 
game,  they  are  advertising  at 
record  levels  to  try  to  steal 
business  from  each  other. 
Pabst  has  all  the  earmarks  of  a 
victim.  "There's  no  question 
that  Pabst  is  a  target.  If  we  go 
bankrupt,  there  are  13  million 
barrels  of  beer  that  will  have  to 
go  somewhere,"  Smith  says. 

August  U.  Pabst,  great- 
grandson  of  the  cofounder, 
who  resigned  a  year  ago  as  the 
company's  executive  vice 
president,  thinks  the  cause  is 
hopeless.  "Unless  Pabst 
merges  with  or  acquires  an- 
other brewer  that  gives  them 
almost  instant  volume,  I  just 
don't  see  how  they  can  turn  it 
around."  Acquiring  seems  out 
of  the  question.  Getting  rid  of 
Jacobs  and  the  other  suitors 
forced  Pabst  to  scrape  the  bot- 
tom of  its  financial  barrel.  Its 
long-term  debt  has  swelled  to 
$77  million,  vs.  $13  million 
for  the  old  Pabst  in  1981. 

For  all  his  talk  of  Lombardi, 
Smith  is  realistic.  Says  he: 
"When  it's  over,  if  it  is,  I  hope 
people  will  say,  'Bill  Smith 
gave  it  a  hell  of  a  shot.  But  it 
was  a  little  late  when  he  got 
there.'  "  ■ 
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Chessie  System  Railroads 


Seaboard  System  Railroad 


Texas  Gas  Resources 


Chessie  System  Railroads.  Seaboard  System 
Railroad  and  Texas  Gas  Resources  are  major 
units  of  CSX  Corporation.  0  1984  CSX  Corporation 


>X  Builds  For  The  Future  With 
novations  In  Transportation,  A 
oader  Base  Of  Natural  Resources, 
id  Over  $10  Billion  In  Assets. 


)00-mile  pipeline  trans- 
iting natural  gas  to 
pply  the  Southeast,  Mid- 
?st  and  Northeast,  CSX's 
owth  strategy  is  on  target. 
For  the  CSX  railroads, 
e  of  the  keys  to  growth  is 
3  strength  found  in  their 
versification. 
Chessie  and  Seaboard 
stems  enjoy  the  stability 
carrying  a  broad  range 
commodities. 
And,  by  developing 


intermodal  marketing  initia- 
tives for  its  rail  units,  adding 
truck  lines  and  warehousing 
operations,  and  upgrading 
with  computerized,  state- 
of-the-art  terminals  and 
equipment,  CSX  continues 
to  grow  as  America's  trans- 
portation and  natural 
resource  leader. 

Write:  Corporate  Com- 
munications, PO.  Box 
C-32222,  Department  B-4, 
Richmond,  VA  23261. 


CSX 

CORPORATION 


America's 

Largest 

Transportation 

And  Natural 

Resource 

Company 


What  do  gasoline,  cold  storage  and  rattan 
furniture  have  in  common?  Nothing  but 
profits,  Dillard  Munford  and  Bass  money. 


Wall  (Street) 
flower 


By  Carol  E.  Curtis 


It's  hardly  surprising  that  when 
you  say  "Munford"  on  Wall  Street 
you  are  guaranteed  a  blank  stare. 
Until  last  May  the  Atlanta-based 
company  hadn't  been  visited  by  an 
analyst  in  over  a  decade,  and  in  May  it 
was  a  handful  of  regional  analysts.  No 
New  York  brokerage 
house  has  issued  a  report 
on  it.  Why  is  $400  million 
(sales)  Munford  Inc.,  trad- 
ed on  the  New  York  Stock 
Exchange;  so  obscure? 

To  begin,  Munford  was 
once  the  Atlantic  Ice  & 
Coal  Co.  ("In  the  summer 
it  was  ice,  in  the  winter  it 
was  coal.")  Not  since  re- 
frigeration came  along  has 
ice  been  hot  on  Wall 
Street.  But  then  Munford 
isn't  even  in  ice  or  coal 
any  longer.  The  company 
spent  a  not  very  success- 
ful spell  as  a  conglomer- 
ate, after  which  Chairman 
and  CEO  Dillard  Mun- 
ford, a  former  buyer  for 
Sears,  Roebuck,  concen- 
trated its  assets  in  special- 
ty retailing.  There  are 
the  930  Majik  Markets, 
round-the-clock  conve- 
nience stores  in  Florida, 
Georgia  and  a  dozen  other 
states,  offering  grocery 
staples  and  fast  food.  In 
1976  Munford  started  sell- 
ing gasoline  at  retail  in  a 
big  way.  This  caused  prob- 
lems at  first,  but  in  1981  it 
started  paying  off  after 
Gulf  agreed  to  supply  pe- 
troleum products  at  a 
cheaper  price.  The  Majik 
stores,  in  the  red  as  re- 


cently as  1980,  probably  earned  $8.5 
million  last  year  on  revenues  of  $345 
million. 

United  Refrigerated  Services,  Inc. 
had  been  part  of  the  company's  origi- 
nal ice  business.  Munford  still  owns 
35%  of  United  Refrigerated.  Today 
that  once-boring  business  mints  mon- 
ey and  grows  fast.  United  Refrigerated 


Dillard  Munford,  chief  executive  of  Munford  Inc. 
From  coal  and  ice  to  gasoline  and  wicker. 


runs  cold-storage  warehousing  and 
delivery  services  in  the  Midwest.  Last 
year  it  earned  about  $5.5  million.  This 
year,  it  should  earn  probably  $6  mil- 
lion. And  earnings  alone  don't  tell  the 
whole  story,  says  a  satisfied  Munford: 
"It  has  all  the  cash  flow  elements  of  a 
real  estate  company." 

Then  there  is  Munford's  real  favor- 
ite: World  Bazaar.  He  stumbled  on 
this  business  by  accident  while  vaca- 
tioning in  San  Francisco.  On  Fisher- 
man's Wharf  he  walked  into  a  Cost 
Plus  import  store,  surprised  at  the  big 
crowd:  "I  asked  the  clerk  the  size  of 
his  average  order.  When  he  said  $75, 
that  got  my  attention." 

Munford  went  back  to  Atlanta  and 
virtually  copied  Cost  Plus.  The  first 
requirement  was  building  the  exten- 
sive foreign  supplier  network  that  is 
the  key  to  this  business.  The  prod- 
ucts— mostly  wicker  and  rattan  furni- 
ture, baskets  and  home  decorations — 
come  from  the  Far  East,  India,  South 
America  and  Mexico.  He  opened  his 
first  store  in  1965,  and  World  Bazaar  is 
now  the  second-largest  chain  of  its 
kind  (behind  Pier  1.  Imports),  with 
sales  of  $55  million  and  an  annual 
growth  rate  of  35%. 

But  while  Wall  Street 
was  ignoring  Munford, 
some  very  smart  investors 
were  not.  Fort  Worth's 
Bass  family,  not  known 
for  its  unwise  investing, 
recently  purchased  more 
than  8%  of  the  stock. 
Meanwhile,  Munford, 
who  with  other  managers 
owns  10%  of  the  3  million 
shares  outstanding,  says 
he  is  weighing  a  future 
public  offering  of  the  com- 
pany's share  in  the  ware- 
house business  and  in  a 
year  or  two  may  spin  off 
World  Bazaar. 

And  what  of  the  few  re- 
gional analysts  who 
picked  up  on  Munford's 
winning  ways?  Kenneth 
M.  Gassman  Jr.  of  Wheat, 
First  Securities  in  Rich- 
mond is  looking  pretty 
good  these  days  for  ven- 
turing so  far  off  the  beaten 
path.  Munford  stock, 
which  began  last  year 
around  12,  has  since  dou- 
bled. Even  so,  Gassman 
points  out  the  company  is 
trading  at  a  P/E  of  only  12, 
compared  with  an  average 
multiple  of  15  for  compa- 
rable specialty  retailers. 
Glamour  is  where  you 
find  it.  ■ 
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THE  DIFFERENCE  BETWEEN 


w  w  i ii ; ]hmi  m if 


The  importance  of  expandability  in  a  small 
business  computer  system  cannot  be  blown  out 
of  proportion. 

However,  the  facts  can. 

And  the  fact  is  that  while  much  of  today's 
hardware  is  expandable,  the  software  isn't.  Which 
means  you  could  end  up  spending  even  more  for 
new  software  than  you  did  for  hardware. 

■  ■  ■ 

We  stretch  your  budget.  Not  the  truth. 


Alpha  Micro  won't  make  you  change  software 
as  you  grow. 

You  can  go  from  one  to  over  forty 
users.  Let  different  people  do 
different  things  at  the  same 
time.  Add  to  your  word 
processing  or  customer 


files.  Even  do  complex  tasks  like  inventory 
control  and  order  processing. 

We  don't  leave  you  flat  when  it  comes  to 
support,  either. 

Our  international  network  of  dealers  and 
factory-trained  specialists  will. give  you  all  the 
service  and  support  you'll  ever  need. 

Don't  pay  an  inflated  price  for  expand- 
ability. Call  us  at  1-800-854-8406.  (In  California 
call  collect  714-641-0386.) 

We'll  give  you  the  expandability  you  want. 
Without  letting  all  the  air  out  of  your  budget. 


LPHA  MICRO 

Everything  a  computer's  supposed  to  be. 
Except  expensive? 


Personal  Affairs 


Uniforms  awaiting  campers  in  clubhouse 


Edited  by  William  G.  Flanagan 


You  couldn  V  have  hit  Whitey  Ford's  fastball 
25  years  ago,  but  what  about  now?  For 
$2,600  you  can  find  out. 


Yep,  that's  me,  son, 
on  the  baseball  card 


Dr.  Michael  Dulligan  on  the 
mound.  Even  broken  ribs 
can't  stop  dreamers. 


By  Robert  H.  Bork  Jr. 


Whitey  Ford  sits  in  a  dimly 
lit  locker  room  in  St.  Peters- 
burg, Fla.,  laughing  and  sign- 
ing baseballs  while  telling  tales  of  the 
New  York  Yankees  baseball  dynasty  a 
quarter-century  ago  that  played  in  14 
World  Series  over  16  years  and  won  9 
of  them. 

As  he  speaks,  a  horde  of  overweight 
men  in  Yankee  pinstripes,  who  have 
paid  to  meet  Whitey  and 
attend  this  fantasy  base- 
ball camp  for  men  over  30, 
crowds  close.  The  legend- 
ary left-hander  pauses 
during  the  sagas  of  Mick 
and  Yogi  and  Billy  to  spit 
tobacco  juice  into  a  gar- 
bage can.  The  campers' 
eyes  follow  the  stream  as 
if  tracking  one  of  his  fa- 
mous breaking  balls,  then  snap  back 
to  Whitey's  beaming  face. 

"It's  really  incredible,"  says  Jim 
Fingeroth,  40,  a  New  York  public  rela- 
tions executive.  "You  know,  almost 
every  one  of  these  guys  is  a  big  man  in 
his  own  company,  a  doctor  or  lawyer, 
but  when  they  come  here,  they're  like 
little  kids." 

These  creaking  nonstars  shell  out 
$2,600-plus  for  the  privilege  of  endur- 
ing painful  injuries  to  body  and  ego. 
All  in  the  hope  of  learning  how  to 
throw  a  curveball  from  1956  World 
Series  perfect-game-pitcher  Don  Lar- 
sen  or  to  get  get  batting  tips  from 
Mickey  Mantle.  Lawrence  Twill,  46, 
director  of  sales  and  research  at 


Rooney,  Pace,  sums  it  up  for  all  the 
rickety  rookies.  Immersed  up  to  his 
neck  in  a  churning  whirlpool  and  gri- 
macing in  agony  from  legs  gone  limp, 
he  says:  "I  don't  think  there  is  a  guy 
here  who  didn't  want  to  play  major 
league  baseball  for  the  New  York  Yan- 
kees." (Twill  later  would  be  given  the 
camp's  Mortician  Award  for  being 
"dead  but  still  moving."] 

The  camp,  run  in  November  by  a 
Corte  Madera,  Calif,  firm  called  Base- 
ball Fantasies  Fulfilled, 
was  just  one  of  a  half-doz- 
en new  camps  that  have 
sprung  up  since  last  Janu- 
ary's phenomenally  suc- 
cessful Chicago  Cubs 
camp  in  Scottsdale,  Ariz. 
That  camp,  run  by  Allan 
Goldin,  ex-president  of 
Evelyn  Wood  Reading  Dy- 
namics, and  Randy  Hund- 
ley, a  former  Cubs  catcher,  uncovered 
a  market  of  men  who  would  pay  tidy 
sums  to  act  out  childhood  fantasies 
that  didn't  go  away.  The  camps  range 
in  size  from  50  to  70  paying  players.  "I 
didn't  realize  that  there  were  so  many 
other  crazy  40-year-old  men  in  the 
world  like  me,"  says  Alan  Braverman, 
chairman  of  the  Diet  Institute  in  New 
Jersey.  Braverman  claims  to  have  at- 
tended 24  consecutive  season  openers 
at  Yankee  Stadium. 

The  graying  executive  who  secretly 
believes  he  could  have  been  a  big- 
leaguer  now  can  pretend  to  be  a  Los 
Angeles  Dodger,  San  Francisco  Giant, 
Detroit  Tiger,  St.  Louis  Cardinal, 
Philadelphia  Phillie  or  New  York 


mm 


Oldtimers  lined  up  for  national  anthem 
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Met.  The  fee  also  includes  such  price- 
less mementos  as  a  uniform  (official  if 
the  camp  is  endorsed  by  the  ball  club, 
a  facsimile  if  not),  baseballs  signed  by 
the  ex-stars,  and  even  bubble  gum 


Interested  in  attending  a  baseball 
camp?  Here  is  a  list  of  upcoming 
opportunities  and  dates. 

All  Star  Baseball  School,  2700 
River  Road,  Suite  L8,  Des  Plaines, 
111.  60018;  (312)  699-9970.  This  is 
the  original  Chicago  group,  which 
ran  the  Cubs  camp  last  January. 
Since  then  the  school  has  expand- 
ed to  offer  camps  with  the  St.  Louis 
Cardinals  and  San  Francisco  Gi- 
ants. All  Star  camps  include  air- 
fare, hotel,  transportation,  official 
uniforms  and  awards  banquet.  You 
bring  a  glove  and  shoes. 
St.  Louis  Cardinals  camp 
When:  Jan.  8-15 
Where:  St.  Petersburg,  Fla. 
Cost:  $2,495 

Ex-Cards:  Bob  Gibson,  Curt 
Flood,  Red  Schoendienst,  Joe 
Hoerner,  Dal  Maxvill,  Joe  Cun- 
ningham, Tim  McCarver,  Mike 
Shannon. 

Baseball  Fantasies  Fulfilled, 
5764  Paradise  Drive,  Suite  7,  Corte 
Madera,  Calif.  94925;  (415)  924- 
8725.  This  group,  which  also  runs 
camps  for  overweight  teenage  girls, 
decided  to  get  into  the  baseball 
camp  business  after  seeing  the  suc- 
cess of  the  Cubs  camp.  It  runs 
camps  with  ex-Yankees,  Giants 
and  Dodgers.  All  Fantasy  camps 
include  airfare,  hotel,  transporta- 
tion, breakfast,  lunch,  unofficial 
uniform,  baseball  shoes,  videotape, 
autographed  baseball,  camp  T 
shirt,  group  photo,  certificate  and 
50  baseball  cards. 

San  Francisco  Giants 

When:  Jan.  15-22 

Where:  Tempe,  Ariz 

Cost:  $2,595  full  week;  $1,595 
miniweek 

Ex-Giants:  Bobby  Bonds,  Jim 
Davenport,  Tito  Fuentes,  Jim  Ray 
Hart,  Monte  Irvin,  Sal  Maglie,  Juan 
Marichal,  Mike  McCormick,  Stu 
Miller,  Jose  Pagan,  Willie  Mays, 


cards  with  the  camper's  photo  and 
statistics.  All  camps  include  use  of 
equipment.  Some  also  throw  in  a  vid- 
eotape of  the  week  and  an  awards 
banquet. 

The  biggest  moment,  of  course,  is 
the  weekend  game  against  the  stars. 
After  a  week  of  workouts  and  tuning 
up,  you  get  to  face  the  likes  of  Whitey 
Ford  in  a  game  that  campers,  at  least, 
take  very  seriously. 

For  Mike  Weintraub,  43,  a  neuro- 
surgeon from  Chappaqua,  N.Y.,  the 
extras  are  unimportant.  Sitting  in  the 


Where  to  report 

Bobby  Thomson,  Leon  Wagner, 
Wes  Westrum. 

New  York  Yankees  and  Los  An- 
geles Dodgers 

When:  Apr.  29-May  6 

Where:  St.  Petersburg,  Fla. 

Cost:  $2,695;  $1,695  miniweek 

Ex- Yankees  and  ex-Dodgers: 
Five  each,  to  be  named  later. 

This  will  be  the  first  camp  where 
two  teams  will  be  represented. 
Campers  will  train  with  the  team 
of  their  choice  and  then  play  along- 
side the  pros  in  a  "fantasy  finale," 
Yankees  versus  Dodgers. 

Dream  Week  Inc.,  P.O.  Box  115, 
Huntingdon  Valley,  Pa.  19006; 
(215)463-6000,  ext.  236. 

Philadelphia  Phillies 

When:  Jan.  29-Feb.  5,  Feb.  5-12 

Where:  Clearwater,  Fla. 

Cost:  $2,495 

Ex-Phillies:  Chris  Short,  Tony 
Taylor,  Richie  Ashburn,  Del  Ennis, 
Granny  Hamner,  Andy  Seminick, 
Tony  Gonzalez,  Robin  Roberts. 

Includes  airfare,  hotel,  lunch,  of- 
ficial Phillies  uniform,  videotape, 
baseball  cards  presented  at  Veter- 
ans Stadium  between  innings  at  a 
Phillies  game  next  season.  Camp- 
ers must  bring  shoes  and  glove. 

Sports  Fantasies  Inc.,  19111 
West  Ten  Mile  Road,  Suite  A-21, 
Southfield,  Mich.  48075;  (313)  353- 
5643.  Catering  to  the  always  faith- 
ful fans  of  the  Detroit  Tigers,  this 
camp  features  members  of  the 
1968  World  Championship  team. 
Includes  airfare,  hotel,  meals,  offi- 
cial uniform  and  equipment. 

Detroit  Tigers 

When:  Jan.  30-Feb.  5  (also  Me- 
morial Day  weekend) 
Where:  Lakeland,  Fla. 
Cost:  $2,295 

Ex-Tigers:  Jim  Northrup,  Jim 
Price,  Al  Kaline,  Earl  Wilson, 
Mickey  Stanley,  Dick  Tracewski, 
Mickey   Lolich,    Willie  Horton, 


hotel  bar  near  midnight  at  the  same 
table  with  Bill  (Moose)  Skowron,  the 
muscular  Yankee  first  baseman  who 
still  sports  his  Fifties-style  crew  cut, 
Weintraub  says  that  playing  ball  with 
the  old-timers  was  a  way  to  meet 
idols  from  his  Bronx  childhood.  "I 
work  very  hard,  80  hours  a  week.  I 
deal  with  life  and  death.  But  this  gives 
me  a  chance  to  leave  everything  be- 
hind and  do  what  I  love.  It's  very  hard 
for  people  to  step  out  of  their  roles  in 
life.  This  is  one  way.  These  guys  rep- 
resent the  best  years  of  our  lives." 


Gates  Brown. 

Bud  Harrelson's  Baseball  Camps 
Inc.,  444  New  York  Avenue,  Hun- 
tington, N.Y.  11743;  (516)  271- 
9800.  Mets  fans  may  not  be  as  ra- 
bid as  those  of  other  teams;  former 
Mets  shortstop  Harrelson  had  to 
cancel  a  session  in  December.  The 
second  in  January  will  combine  the 
1969  Miracle  Mets  and  the  1973 
New  York  Mets.  Includes  airfare, 
hotel,  breakfast  and  lunch,  equip- 
ment excluding  shoes  and  glove, 
official  uniform,  camp  picture,  cer- 
tificate, T  shirt  and  awards  dinner. 

New  York  Mets 

When:  Jan.  8-14 

Where:  St.  Petersburg,  Fla. 

Cost:  $2,750  ($2,000  excluding 
airfare  and  hotel) 

Ex-Mets:  Harrelson,  Billy  De- 
mars,  foe  Pignatano,  Duffy  Dyer, 
Billy  Conners.  Players  for  the  game 
include:  Ed  Kranepool,  Tom 
Seaver,  Jerry  Koosman,  Nolan 
Ryan,  Cleon  Jones,  Willie  Mays, 
Rusty  Staub. 

Los  Angeles  Dodgers  Adult  Base- 
ball Camp,  Dodgertown,  P.O.  Box 
2887,  Vero  Beach,  Fla.  32961;  (305) 
569-4900. 

Los  Angeles  Dodgers 

When:  Oct.  21-27,  1984 

Where:  Vero  Beach,  Fla. 

Cost:  $2,695  without  airfare 

Ex-Dodgers:  Roy  Campanella, 
Duke  Snider,  Don  Drysdale,  Tom 
Lasorda,  Tommy  Davis,  Ron  Per- 
ranoski,  Carl  Erskine,  Carl  Furillo, 
Willie  Davis,  Lou  Johnson. 

Includes  hotel,  three  meals  a  day 
identical  to  spring  training  meals, 
T  shirt,  team  photo,  certificate,  au- 
tographed baseball,  baseball  trad- 
ing card,  videotape,  banquet, 
awards  ceremony,  and  tax  and  tips 
on  all  services. 

Campers  receive  a  Dodger  uni- 
form shirt  and  cap.  Bring  your  own 
glove  and  spikes. — R.H.B. 
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Todays  Chevrolet 

If  you  were  20  years  younger, 
which  car  would  you  want? 


FLEET  CAR  A?     FLEET  CAR  B? 


■  FOUR-DOOR  SEDAN 
WITH  FORMAL  ROOF  LINE.' 

■  COMFORTABLE,  FULL- 
WIDTH  SEATING  FOR  SIX. 
B  REAR  DRIVE.  STANDARD 
ENGINE  WITH  2 -BARREL  " 
CARBURETOR. 

■  AUTOMATIC  TRANS- 
MISSION, POWER  BRAKES, 
POWER  STEERING. 

■  POPULAR  OPTIONS: 
AIR  CONDITIONING 
VINYL  TOP 
AM/FM  RADIO 
CRUISE  CONTROL 
DELUXE  WHEEL  COVERS 


I  Let's  get  it  together... 
uM     buckle  up. 


■  TWO-DOOR  SPORTS 
COUPE. 

■  RECLINING  FRONT 
BUCKET  SEATS 

■  FRONT  DRIVE.  TWO- 
LJTER,  HiGH-COMPRESSION, 
ELECTRONICALLY  FUEL- 
INJECTED  ENGINE. 

■  4-SPEED,  RACK-AND-^ 
PINION  STEERING. 

■  POPULAR  OPTIONS: 
REMOVABLE  SUNROOF 
F41  SUSPENSION 

_    4-SPEAKER  STEREO. 
MANUAL  5-SPEED 
ALUMINUM  WHEELS  " 


If  you  use  company  cars  to  reward  and 
keep  your  bright  young  people,  you  might 
look  at  what  cars  they're  buying  for  their 
own  personal  pleasure  these  days. 

Cars  like  our  Chevrolet  Cavalier- 
the  hottest-selling  Chevrolet  on  the 
road  today.  For  all  the  reasons  listed 
under  Column  B  and  more. 

And  the  interesting  thing  is,  you  can 
give  your  people  Cavaliers  for  hundreds 
less  than  it's  costing  you  to  give  them  the 
kind  of  fleet  car  listed  under  Column  A. 

Which  helps  explain  why  Chevrolet 
Cavalier  is  right  now  our  third-best- 
selling  fleet  car. 

Right  behind  our  hot  new  Camaro, 
in  fact. 

CHEVROLET   FLEET  SALES 

Some  Chevrolets  are  equipped  with  engines 
produced  by  other  GM  divisions,  subsidiaries,  or 
affiliated  companies  worldwide.  See  your  dealer 
for  details. 


Acknowledging 


iscal  maturity 


Fiscal  maturity  has  little  to  do  with  age. 
And  a  lot  to  do  with  how  you  handle 
money. 

To  those  who  welcome  that  responsibil 
ity,  we  offer  the  opportunity  to  apply  for 
the  Gold  Card*  from  American  Express." 
To  qualify  for  the  Card  and  all  its  ser 
ices,  you  have  to  be  accepted  by  both 
merican  Express  and  a  major  bank. 
Once  accepted,  you  become  part  of  a 
group  whose  finances  and  credit  rati 
among  the  top  five  percent  of  the  nati 
Which  is  quite  an  acknowledgment 


in  1 


In  addition  to  worldwide  charge,  travel, 
and  entertainment  privileges.  Gold  Card 
financial  services  include  check-cashing 
privileges  around  the  world,  access  to  a 
bank  cash  machine  network  in  major 
cities  around  the  country,  and  can  include 
a  substantial  independent  line  of  credit. 


For  more  information  and  an  application,  see 
your  participating  bank,  savings  institution,  and 
places  where  the  Gold  Card  is  welcomed.  Or 
write  American  Express  Company.  Gold  Card. 
American  Express  Plaza.  New  York.  NY  10004. 


Personal 
Affairs 


Larry  Liedel  had  a  chance  to 
be  a  ballplayer  once.  Twenty- 
five  years  ago  he  was  signed  to 
a  minor  league  contract  by  the 
St.  Louis  Cardinals.  After  a 
year  he  realized  he  would  nev- 
er be  called  to  spring  training. 
For  Liedel,  now  46  and  presi- 
dent of  Betham  Corp.,  a  New 
Jersey  adhesive  manufacturer, 
the  opportunity  to  play  with 
ex-Yankees  in  St.  Pete  was  the 
partial  realization  of  that 
dream.  The  big  game  is  held  at 
the  Cards'  spring  training 
park.  "It's  an  opportunity  to 
have  fun  and  feel  like  a  major 
leaguer  for  a  week,"  he  says. 

The  organizers  try  to  repro- 
duce every  detail  of  a  major 
league  spring  training  camp.  In 
the  Yankee  camp,  Phillies 
spring  training  clubhouse 
manager  Paul  Barrett  made 
sure  thai  fresh  uniforms  were 
hanging  daily  in  each  camper's 
locker  Among  them  were  13 
that  bore  number  7,  Mantle's 
old  digit.  Even  drills  are  run  by 
pros.  Ken  McMullen,  the  for- 
mer Dodger  third  baseman,  di- 
rected the  Yankee  campers  in  Broker 

regular  workouts.  There  was  a   

training  table  piled  high  with  Red 
Man  chewing  tobacco,  bubble  gum, 
sunflower  seeds  and  fruit.  And  Min- 
nesota Twins  farm  team  trainer  Tim 
Agin  was  on  hand,  administering  ul- 
trasound, whirlpools  and  astonishing 
amounts  of  analgesics.  A  final  touch 
of  fantasy:  The  campers  were  all 
signed  to  official-looking  $600,000-a- 
year  contracts  (complete  with  promi- 
nent release  clauses). 

There's  psychic  income  for  the  for- 
mer stars  as  well.  Don  Larsen  says  he 
enjoyed  "getting  pretty  goofy  and 
drinking  with  the  campers.  I  haven't 
been  called  'sir'  in  30  years."  Skow- 
ron,  who  spent  9  of  his  14  years  in  the 
majors  with  the  Yankees,  said,  "Peo- 
ple were  always  good  to  me  in  New 
York  and  I'm  glad  to  repay  some  of 
it."  He  thanked  radiologist  Richard 
DeNise,  31,  from  Auburndale,  Mass., 
for  letting  him  sign  a  photo  of  his 
grand  slam  homer  in  the  1956  World 
Series  and  asked  other  campers  to 
send  baseballs  and  photographs  to  his 
Chicago  home  after  camp  for  his  sig- 


nature. At  the  awards  banquet,  former 
Yankee  shortstop  Tommy  Tresh,  now 
a  recruiter  at  Central  Michigan  Uni- 
versity, stood  before  the  campers  and 
old-timers  to  explain:  "I'd  like  to 
thank  you  people  for  giving  me  a 
chance  to  relive  my  fantasies.  Thanks 
for  giving  me  another  chance."  ' 
There  were  injuries,  inevitably.  Not 


Lawrence  Twill  in  whirlpool 


caused  by  spikes-high-sliding,  mind 
you,  just  enthusiasm.  Michael  Dulli- 
gan,  39,  a  Fort  Smith,  Ark.  neurosur- 
geon, broke  two  ribs  sliding  head  first 
into  second  halfway  through  the 
week.  Undaunted,  he  wired  himself 
with  an  electronic  nerve-deadening 
device  to  "jam  the  radar"  and  played 
the  rest  of  the  week.  In  the  big  game 
he  struck  out  former  Yanket 
pitcher  Billy  Short  and  later 
hit  a  single  off  him. 
The  pros  had  to  worry  about 
!  injuries  as  much  as  the  camp- 
ers. Pitcher  Tom  Sturdivant  ag- 
gravated the  shoulder  injury 
that  forced  him  to  retire.  Both 
he  and  Whitey  Ford  were  hit  by 
pitches  from  erstwhile  hurler 
and  full-time  CPA  Frank  Beck, 
36,  of  Montvale,  N.J. 

And  how  did  the  big  game 
turn  out?  Well,  all  dreams 
must  come  to  an  end.  George 
Monforte,  a  35-year-old  finan- 
cial consultant  from  Cama- 
rillo,  Calif.,  was  first  up  for  the 
campers  and  smacked  Whi- 
tey's  third  pitch — a  high,  out- 
side fastball — for  a  double  to 
right  field.  Whitey,  who  had 
been  signing  autographs  before 
the  game  and  hadn't  warmed 
up,  smiled  and  then  bore  down 
and  pitched  two  scoreless  in- 
nings. Final  score:  campers  7, 
ex- Yankees  17. 

No  matter.  Herb  Brown,  45, 
general  sales  manager  for  an 
NBC  TV  affiliate  in  Topeka, 
Kans.,  says:  "I'm  going  to  be 
grinning  for  the  next  year." 


Meetings  often  delay,  rather  than  improve, 
decision  making.  They  are  often  too  long, 
too  cumbersome,  too  boring.  So . . . 

Why  are  we 
meeting  like  this? 


memo,  b)  talk  it  over  privately  with 
two  associates  and  then  write  the 
memo,  or  c)  call  a  meeting  with  every- 
one involved. 

Did  you  choose  c?  Well,  it  may  be 
the  worst  tactic,  but  you  have  lots  of 
company.  The  motto  of  American 


By  Maria  Fisher 


Take  this  test.  You  have  to  come  up 
with  a  marketing  strategy  for  the  hot- 
test new  product  in  your  division. 
Your  first  move  is  to:  a)  decide  what's 
to  be  done  and  write  your  boss  a 
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fE  Go  To  More  Places  Than  All 
he  Major  Airlines  Combined. 

mtrak  can  take  you  to  over  475  different 
laces.  That's  about  390  more  than  Delta 
irlines.  416  more  than  TWA.  And  337  more 
tan  United  and  American. 
In  fact,  Amtrak  can  take  you  to  more  places 
tan  all  the  major  airlines  in  the  U.S.  put 
igether.  To  big 
ties,  like  Los 
ngeles,  and 
liicago.  And  not 
>  big  cities,  like 
astings,  NE  and 
I y stic,  CT. 
In  short, 
mtrak  goes 
here  you  want  to 
>.  And  we  take 
>u  there  in  style. 
During  the  last 
Vz  years,  our 
itire  fleet  has 
sen  rebuilt, 
mtrak  trains  are 
so  more  com- 
rtable.  For 
cample,  our 
>ach  seats  are 

ider  than  the  seats  most  airlines  use. 
Our  on-time  record  has  also  improved  dra 
atically.  Since  1979,  it  has  gone  up  over 
3%.  And  with  our  computerized  reserva- 
>n  system,  getting  a  train  ticket  is  easier 
id  faster  than  ever  before. 
So  whether  you're  planning  on  traveling 
)0  miles  or  1,000  miles,  consider  this, 
aybe  your  next  flight  should  be  on  a  train. 
For  more  information  or  reservations  call 
>ur  travel  agent  or  Amtrak  at  800- 
5A-RAIL. 


ABOARD 

AMTRAK 


10-88? 

OCA 


business  could  very  well  be:  "When  in 
doubt,  call  a  meeting."  (Or,  in  the  case 
of  show  business,  "Take  a  meeting.") 
Most  business  people  readily  admit 
that  they  attend  too  many  meetings 
for  the  wrong  reasons,  they  achieve 
too  little  at  them  and  they  let  them 
run  on  far  too  long.  But  fessing  up 
doesn't  solve  the  problem.  Take  a 
look  at  the  entertainment  business, 
which  is  notorious  for  the  c  route  to 
nondecision  making.  Noted  film  pro- 
ducer David  Brown  (The  Verdict,  Jaws, 
The  Sting)  is  quick  to  admit  that  his 
industry's  meeting  mania  is  counter- 
productive. "In  the  entertainment 
business  today  people  are  unable  to 
return  their  phone  calls,"  Brown  says. 
"Why?  They  are  in  a  meeting.  They 
are  always  in  a  meeting.  More  meet- 
ings are  held  and  more  business  is  lost 
because  you  can't  reach  people.  Less 


go  it  alone.  "If  a  decision  doesn't  work 
out,"  she  says,  "the  executive  in 
charge  can  always  say,  'We  all  agreed 
at  the  meeting,  didn't  we?'  " 

Then  there  is  the  power  meeting. 
Executives  eager  to  increase  the  visi- 
bility and  prestige  of  their  current 
projects  invite  far  too  many  partici- 
pants to  "information"  meetings.  Hy- 
man  thinks  a  succinct  memo  would 
do  the  job  better. 

Many  executives  would  balk  at  that 
alternative,  however,  as  too  imper- 
sonal. Says  David  Brown:  "The  better 
executives  hold  meetings  in  order  to 
coalesce  their  fellow  workers,  to 
make  them  feel  they  are  in  the  heart 
of  the  city.  I've  always  felt  meetings 
are  for  making  my  associates  part  of 
the  action,  but  not  pitting  them 
against  each  other  or  giving  them  all 
an  opportunity  to  show  off." 


Personal  Affairs 


Careers 


careful  not  to  let  people  run  on  too 
long,  so  you  have  to  have  some  disci- 
plinary rules.  The  chairman  must 
crystalize  the  main  points  as  you  go 
along  and  sum  up  for  people.  The 
summation  must  then  move  toward 
action." 

Cathleen  Black,  president  of  USA 
Today,  stresses  the  importance  of 
thinking  through  the  decision  to  have 
a  meeting  in  the  first  place.  She  de- 
plores a  meeting's  being  held  because 
it  is  part  of  an  expected  routine.  When 
she  does  call  a  meeting,  she  sends  out 
a  memo  in  advance,  describing  its 


is  more  in  a  meeting.  Less  people,  less 
time.  American  business  would  be 
much  better  off  if  meetings  were  con- 
tained to  30  minutes  at  7:30  in  the 
morning." 

Why  do  Hollywood  in  particular 
and  business  in  general  call  so  many 
meaningless  meetings?  And  how  can 
they  be  made  shorter,  sweeter  and 
more  productive? 

Beverly  Hyman,  a  meetings  consul- 
tant, believes  one  root  cause  of  bad 
meetings  is  executives'  reluctance  to 


Lawrence  C.  McQuade,  executive 
vice  president  at  W.R.  Grace  &  Co., 
suggests  that  if  a  meeting  is  unsuc- 
cessful, the  fault  is  squarely  that  of 
the  person  running  the  meeting. 
Therefore,  he  or  she  ought  to  be  very 
certain  of  what  is  to  be  accomplished 
beforehand. 

McQuade  sees  the  meeting  chair- 
man's role  as  a  balancing  act.  "You 
have  to  get  all  the  imagination  and 
ideas  and  experience  that  you  can  in  a 
meeting.  In  doing  that  you  have  to  be 


Getting  to  adjournment 


Here  are  some  rules  for  shorten- 
ing, sweetening  and  ending 
meetings: 

•  Explore  alternatives  to  the 
meeting. 

•  Define  the  meeting's  purpose, 
before  you  call  it.  That  way  atten- 
dees are  appropriately  armed  to 
make  contributions. 

•  Keep  the  number  of  partici- 
pants to  a  minimum. 

•  Choose  an  appropriate  time 
and  place.  (Remember,  you  can't 
walk  out  of  your  own  office,  but 


you  can  exit  a  boardroom  or  the 
office  of  a  subordinate.) 

•  Distribute  an  agenda  before 
the  meeting. 

•  Start  on  time,  and  stick  to  a 
time  limit. 

•  Control  interruptions. 

•  Restate  conclusions  and  as- 
signments to  reinforce  agreement. 

•  End  on  time. 

(Adapted  from  The  Time  Trap: 
How  to  Get  More  Done  in  Less  Time, 
by  R.  Alec  Mackenzie,  McGraw- 
Hill  Paperbacks,  $3.95.) 


purpose,  so  people  can  come  armed 
with  contributions. 

Obviously,  there  are  lots  of  border- 
line meetings.  If  you  are  in  doubt 
about  calling  a  meeting,  one  factor 
that  might  tip  the  scales  against  it  is 
the  hidden  cost.  Executive  time  isn't 
cheap.  A  one-hour  meeting  of  eight 
middle-level  executives  is,  conserva- 
tively, a  $300  encounter. 

Even  the  best-planned,  most  neces- 
sary of  meetings  can  be  botched  by 
chronic  lateness.  Hyman  suggests  the 
somewhat  authoritarian  solution  of 
an  Argentine  businessman.  He  has  a 
chair  set  for  each  participant.  At  the 
appointed  hour  a  maintenance  man 
removes  unoccupied  chairs.  Late- 
comers are  invited  to  stand. 

If  you  are  a  victim  of  too  many 
meetings,  just  think  of  what  those 
eternal  conferences  can  do  to  people 
who  are  trying  to  contact  you  while 
you  are  tied  up  in  conference.  NBC 
Chairman  Grant  Tinker,  for  example, 
was  approached  several  times  by 
Forbes  to  comment  on  meetings  dis- 
ease. As  the  deadline  neared,  a  sheep- 
ish aide  finally  confessed,  "I'm  sorry, 
he  can't  come  to  the  phone.  He's  in  a 
meeting."  ■ 
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Photographed  from  the  beach  at 
Hanalei  Plantation,  Kauai,  Hawaii,  U.SjV. 


vlost  men  dream  of  paradise. 
^  few  create  their  own. 


T  e  keeps  a  low  profile.  But  he  owns  a  Cord,  a  string 
~~ I  of  polo  ponies  in  Santa  Barbara,  two  brownstones  on 
Manhattan  . . .  and,  now,  a  home  on  Hanalei  Plantation, 
erlooking  Hanalei  Bay  on  the  Hawaiian  island  of  Kauai. 

s  corporate  executives  travel  first-class,  wear  custom  clothes 
d  drive  high-performance  sedans.  They  reflect  his  success. 

'  relaxes  abroad,  invests  worldwide,  and  endows  his 
na  mater. 

's  a  leader,  a  man  of  quick  decisions.  When  he  saw 
nalei  Plantation,  he  knew  it  was  right  for  him. 

eluded  beaches.  Emerald-clear  waters.  Colorful  outriggers 
.'Sting  the  waves.  And  the  magnificent  one-,  two-,  and  three- 
droom  condominium  apartments  of  Hanalei  Plantation, 
sidences  whose  appointments,  exclusivity  and  amenities 
pet  even  his  high  standards. 

Hanalei  Plantation,  his  pace  slows.  He  finds  time  to  think 
d  plan.  Time  and  quiet  and  the  satisfaction  they  bring. 

travagant?  Perhaps. 

t  most  men  merely  dream  of  paradise.  A  fortunate  few 
1  it  home. 


Another 


stArk 


Project 


In  Hawaii,  the  Stark  name  is  an  assurance  of 
excellence.  For  more  than  twenty  years,  Stark 
companies  have  created  the  finest  residential 
condominiums  in  the  Islands,  establishing 
a  standard  of  quality  surpassed  by  only  themselves. 
You  are  invited  to  seek  more  detailed  information. 

Hanalei  Plantation.  Condominium  apartments  from 
$430,000  to  $1.9  million  now  under  construction. 

This  offering  is  void  in  states  where  prohibited  by  law. 

Exclusive  sales  agents: 

Stark  Realty,  Ltd. 
1600  Ala  Moana  Blvd. 
Honolulu,  Hawaii  96815 
Telephone:  (808)  944-8744 

Hanalei  Plantation 
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Edited  by  John  R.  Dorfman 

New  tricks 

Kemmons  Wilson,  the  71 -year-old  re- 
tired founder  of  Holiday  Inns,  jumps 
into  a  golf  cart  to  show  a  visitor 
around  his  newest  project,  a  $100  mil- 
lion time-sharing  resort  in  Orlando, 
Fla.  called  Orange  Lake  Country 
Club.  Wearing  a  green  jacket  and  or- 
ange pants  he  eagerly  points  out  the 
features  of  the  378-acre  complex,  four 
minutes  from  the  Disney  World  gate. 
There  are  orange  trees  behind  every 
villa,  a  7,010-seat  tennis  stadium  plus 
15  other  courts  and  a  golf  course 
where  residents  can  use  videotape 
equipment  to  analyze  their  swings. 
As  he  bounces  off  the  cart  to  chat 
with  employees,  Wilson  says,  "I'd 
done  all  you  could  do  in  the  hotel 
business.  This  is  fun." 

Orange  Lake  is  but  one  of  some  50 
business  ventures  that  keep  the  "re- 
tired" Wilson  fully  occupied  these 
days.  But  it  is  by  far  the  largest — 
ultimately  a  $100  million  project,  al- 
most half  of  it  already  spent.  Buyers 
have  snapped  up  some  6,600  units  so 
far  (a  unit  being  one  apartment  owned 
for  one  week  of  the  year)  at  an  average 
selling  price  of  about  $6,000. 

That  puts  revenues  around  $40  mil- 
lion, but  Wilson  doesn't  get  it  all  at 
once.  He  finances  most  of  the  sales 
over  a  seven-year  period,  at  interest 
rates  ranging  from  13%  to  15%.  Un- 
like some  promoters  who  hawk  the 
dubious  investment  values  in  condo- 
minium "interval  ownership,"  Wil- 
son stresses  his  place's  amenities.  So 
great  is  the  tourist  traffic  through  Dis- 
ney World  that  Wilson  so  far  has  been 
able  to  keep  marketing  costs  unusual- 
ly low  (26%  of  revenues)  by  relying  on 
local  newspaper  and  TV  ads  to  reach 
out-of-towners. 

In  Orlando,  Wilson  is  also  building 
a  $15  million  hotel,  Wilson  World. 
But  he  still  makes  his  headquarters  in 
Memphis.  His  close-knit  family  owns 
half  a  dozen  Holiday  Inns  in  various 
parts  of  the  country. 

Wilson  retired  as  chairman  of  Holi- 
day Inns  after  a  heart  attack  in  1979. 
Today  he  is  again  taking  a  hand  in  the 
real  estate  companies  that  were  his 
domain  even  before  he  founded  the 
hotel  chain  in  1951.  And  he  has  new 
ventures,  ranging  from  a  company 


no 


Retired  Holiday  Inns  founder  Kemmons  Wilson  at  his  Orange  Lake  resort 
"It's  the  only  way  I  know  to  get  people  to  work." 


that  produces  grandfather  clocks  to 
one  that  makes  GranDaddy's  nacho 
chips  and  jalapeho  dip.  In  many  of 
these  ventures,  Wilson  uses  50%  part- 
ners: "It's  the  only  way  I  know,"  he 
says,  "to  get  people  to  work." 

Wilson  allows  that  he  is  not  totally 
pleased  with  how  Holiday  Inns — of 
which  he  is  still  a  major  stockholder, 
with  about  1  %  of  the  shares — is  being 
run  these  days.  But  he  will  say  no 
more.  In  public,  he  says,  "I  bite  my 
tongue." — J.R.D. 

Cutthroat? 

Cost-conscious  book  buyers  in  cities 
like  Washington  or  Los  Angeles  may 
well  have  heard  of  Robert  Haft,  the 
31 -year-old  CEO  of  Crown  Books 


Corp.  The  150-store  chain  has  been 
giving  B.  Dalton  Bookseller  and  Wal- 
denbooks  headaches  and  small  inde- 
pendent booksellers  fits.  For  six  years 
Haft's  face  has  smiled  from  Crown 
ads,  telling  book  lovers  they'll  "never 
have  to  pay  full  price  again." 

While  many  bookstores  charge  full 
price,  Haft  discounts  bestsellers  35% 
and  his  entire  stock  from  10%  to 
50%.  "More  than  half  our  sales  are 
multiple  sales,"  he  says. 

While  Dalton  and  Waldenbooks  go 
for  the  glitzy  malls,  Crown  opts  for 
relatively  low-rent  strip  shopping 
centers  next  to  supermarkets  and 
drugstores.  "We're  doing  basics,"  Haft 
proclaims.  That  means  standardized 
store  design,  no  mail-order  services 
and  stores  clustered  for  efficient  dis- 


Robert  Haft,  CEO  of  Crown  Books 

Giving  headaches  to  the  glitzy  mall  crowd. 
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HIS  LADY  IS  BEING  PULLED 

BY  HER  VOLVO. 


A  lot  of  people  who  depend  on  Volvos  have  never  driven  our  cars. 

Maybe  that's  because  many  Volvos  are  built  for  America's  waterways.  Not  its  highways.  You  see,  Volvo  is  one 
of  the  leading  manufacturers  of  marine  engines  in  the  US.  today. 

But  we  still  believe  that  on  terra  firma  there's  great  potential  for  growth.  That's  why  we're  involved  in  the  manu- 
facture and  servicing  of  trucks  through  the  Volvo  White  Truck  Corporation. 

And  although  you've  probably  never  seen  a  Volvo  bus,  you'll  probably 
be  seeing  a  lot  of  them  in  the  near  future.  Because  this  year,  we're  starting 
up  full  scale  production  in  our  Chesapeake,  Va.  plant. 

So  if  you  think  Volvo  only  makes  cars,  you're  missing  the  boat. 
And  the  bus.  And  the  truck. 

VOLVO  NORTH  AMERICA  CORPORATION 


©  1983  \Wvo  North  America  Corporation. 


tribution  and  advertising.  "He's 
bringing  change  to  the  industry/'  says 
G.  Roysce  Smith,  director  of  the 
American  Booksellers  Association. 
But  some,  like  Chicago  bookstore 
owner  Stuart  Brent,  claim  it's  for  the 
worse.  "Crown,"  he  says,  "isn't  inter- 
ested in  important  books  that  last.  It's 
interested  in  the  bottom  line." 

Since  opening  his  first  store  in 
Rockville,  Md.  in  1977,  Haft  has 
opened  39  more  in  the  D.C.  area,  55  in 
Los  Angeles,  25  in  Chicago  and  30 
others  in  the  San  Francisco,  San  Diego 
and  Houston  markets.  Seattle  is  next. 
Crown's  sales  have  jumped  from  $6 
million  in  1978  to  $61  million  in 
1982.  Over  the  same  period  profits 
have  gone  from  $178,000  to  $2.3  mil- 
lion. Most  of  the  more  than  $60  mil- 
lion raised  last  August  in  Crown's 
first  public  offering  will  go  toward 
doubling  the  chain's  size  over  the 
next  two  years. 

Haft  admits  to  having  had  certain 
advantages — like  the  tutelage  of  his 
father,  Herbert,  founder  and  chairman 
of  discount  drugstore  chain  Dart 
Drugs.  Dart  bankrolled  Crown  when 
Haft  came  home  with  a  Harvard 
M.B.A.  and  his  bookstore  plan,  and  it 
remains  a  34%  stockholder.  West 
Coast  drugstore  chain  Thrifty  Corp. 
owns  another  34%.  Haft  himself 
owns  somewhere  under  1%. 

Some  competitors  have  grumbled 
that  Dart  has,  in  fact,  been  the  secret 
to  Crown's  success,  providing  finan- 
cial backing  and  help  in  finding  strip- 
mall  locations.  Haft  insists  that  the 
real  secret  lies  in  his  "basics"  formu- 
la. "Every  once  in  a  while  a  football 
team  wins  because  it  throws  long 
passes,"  he  says,  "but  most  winning 
teams  succeed  because  they  block  and 
tackle  well." — Anne  McGrath 

Different? 

Viacom  International,  Inc.,  the  enter- 
tainment miniconglomerate  ($317 
million  estimated  1983  sales),  is 
reaching  for  the  big  time  in  cable  pro- 
gramming by  joining  its  Showtime 
under  a  single  management  with 
Warner  Amex'  The  Movie  Channel. 
Terrence  Elkes,  49,  Viacom's  presi- 
dent, concedes  that  HBO  and  its  sister 
organization,  Cinemax,  both  owned 
by  Time,  Inc.,  have  a  big  head  start. 


He  is  banking  on  people  paying  about 
$45  a  month  for  all  four  channels. 

The  stakes  are  big.  Elkes  hopes  to 
garner  30%  to  40%  of  the  pay-channel 
market  by  1987.  By  then  it  should  be  a 
$3-4  billion  business.  But  he  will  have 
to  fight  for  a  bigger  chunk  of  it.  Elkes 
must  get  more  of  the  nation's'5,800 
cable  operators  to  offer  Showtime  and 
The  Movie  Channel.  Right  now, 
about  2,700  offer  at  least  one  of  them, 
but  more  than  5,000  offer  HBO. 

Says  Elkes,  "The  biggest  problem  is 
to  satisfy  the  cable  operator.  Why 
should  he  carry  the  service?  Why 
should  he  spend  marketing  dollars  on 
the  service?"  Elkes  says  he  will  con- 
vince operators  that  Showtime  and 
The  Movie  Channel  carry  program- 
ming often  different  from  what  HBO 
carries. 

Different?  "There  is  too  much  over- 


What  price  balance? 

Thomas  Stanton  Jr.,  chairman  of  First 
Jersey  National  Bank,  isn't  someone 
you'd  normally  pair  with  Walter 
Wriston.  But  he  has  one  of  the  same 
problems,  loans  to  Brazil — in  Stan- 
ton's case,  $3  million  worth. 

Brazil?  What  on  earth  was  the  na- 
tion's 210th-largest  bank  (New  Jer- 
sey's 7th-largest)  doing  making  loans 
to  Brazil  in  the  first  place?  Stanton 
speaks  of  a  need  to  "balance  out  our 
international  department." 

Why,  you  may  wonder,  does  First 
Jersey  National  have  an  international 
department?  Well,  it  seems  the  bank, 
headquartered  in  Jersey  City,  started 
processing  international  letters  of 
credit  and  similar  documents  back  in 
1971.  From  that,  Stanton  says,  it  was 
easy  to  edge  into  lending  to  such 


Terrence  Elkes,  CEO  of  Viacom  International 

What  do  you  do  when  your  competitor  got  there  first? 


lap  now.  They  need  to  offer  movies 
that  HBO  doesn't  offer,"  says  Richard 
MacDonald,  analyst  with  First  Bos- 
ton. In  November  The  Movie  Chan- 
nel showed  65  movies,  16  of  which 
could  be  seen  on  HBO  or  Cinemax 
that  month  and  18  of  which  appeared 
on  HBO  and  Cinemax  in  October  or 
December.  In  December  it  showed  60 
movies,  18  of  which  could  have  been 
seen  on  HBO  and  Cinemax  that 
month.  Tune  in  this  month  when  you 
can  see  16  of  Movie  Channel's  mov- 
ies, guess  where. 

Elkes  knows  he  has  to  make  pro- 
gramming changes.  "We  are  signif- 
icantly increasing  our  programming 
budget,"  he  says.  "The  joint  venture 
will  give  economies  of  scale  to  do  it 
with."  Cheered  by  $15  million  in  an- 
ticipated savings  from  the  merger, 
Elkes  is  hot  in  pursuit  of  his  vision — a 
car  in  every  garage,  a  chicken  in  every 
pot  and  four  pay  channels  on  every 
cable  hookup. — Barbara  Kail  en 


countries  as  the  U.K.,  Canada,  Mexi- 
co and,  now,  Brazil. 

First  Jersey  National's  $15  million 
international  loan  portfolio  includes 
$6.5  million  in  loans  to  Mexico.  It 
also  has  $1  million  pieces  of  three 
Brazilian  loans,  one  for  an  airport  in 
Rio  de  Janeiro,  a  second  for  a  power 
plant  and  a  third  to  an  investment 
bank.  Interest  payments  on  the  Brazil- 
ian loans  are  consistently  running 
about  a  quarter  late.  As  with  all  for- 
eign loans,  principal  payments  are  be- 
ing made  in  local  currency  to  Brazil's 
central  bank,  which  has  set  up  dollar- 
based  escrow  accounts  for  the  foreign 
lenders.  Brazil  has  promised  to  pay 
the  loans  in  full  but  is  using  the  ac- 
counts to  stretch  out  its  obligations 
until  its  financial  condition  improves. 
It's  softening  the  blow  by  paying  in- 
terest (reportedly  at  the  U.S.  prime 
plus  1.87%)  on  escrow  balances. 

First  Jersey  currently  has  $500,000 
in  escrow  (part  of  it  left  over  from  one 
of  its  nine  previous  Brazilian  loans), 
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Thomas  Stanton  Jr.,  chairman  of  First  Jersey  National  Bank 

What,  you  may  wonder,  was  a  New  Jersey  bank  doing  in  Brazil? 


and  won't  be  able  to  tap  these  funds 
until  at  least  1986.  In  addition,  it  re- 
cently joined  an  agreement  negotiated 
by  Brazil  and  its  foreign  creditors  and 
upped  its  Brazilian  loan  exposure  by 
another  11%. 

"It's  like  funny  money,"  Stanton 
says.  But  he  is  glad  that  he's  not  in 
deeper.  "We  haven't  taken  a  wild  man 
approach  to  international  lending," 
he  says.  "Our  problem  is  minimal 
compared  to  the  money  center 
banks." — Ruth  Simon 

The  naked  truth 

The  Gutman  Letter  wasn't  just  any  mar- 
ket letter.  "It  used  to  be  that  every 
broker  on  Wall  Street  wanted  a  copy," 
remembers  Robert  Stovall  at  Dean 
Witter  Reynolds.  "Walter  Gutman 
was  Henry  Kaufman,  Heywood  Broun 
and  Alan  Abelson  combined.  He  was 
the  first  to  link  social  issues  and  high 
humor  with  stock  market  advice." 
Gutman  also  tended  to  recommend 
AT&T  a  lot,  which  in  the  long  run 
was  prudent  if  not  explosive. 

In  the  early  Sixties  Gutman  van- 
ished from  Wall  Street,  and  few  peo- 
ple there  know  what  has  happened  to 
him.  Gutman,  now  80,  has  transmo- 
grified from  the  guru  of  Wall  Street  to 
a  guru  of  erotic  art,  combining  his 
passions  for  art,  writing  and  fantasies 
about  young,  muscular  women. 

While  still  writing  his  market  let- 
ter, Gutman  set  up  a  firm  called  G- 
String  Enterprises  to  produce  Pull  My 
Daisy,  a  film  based  on  a  play  by  his 
friend  Jack  Kerouac.  His  partners  in- 
cluded Jack  Dreyfus,  then  of  the  Drey- 
fus Fund,  who  put  up  $7,500  of  the 


$15,000  needed  to  finance  the  film. 
Dreyfus  said  he  did  it  out  of  friendship 
and  never  knew  the  name  of  Gut- 
man's  firm.  Says  Gutman:  "I  told  him 
it  was  a  good  way  to  lose  money,  and 
he  did." 

In  1962  SEC  investigators  alleged 


that  Gutman's  firm  had  accumulated 
a  big  block  of  U.S.  Photo  Supply  short- 
ly before  Gutman's  newsletter  touted 
the  stock.  The  NYSE  censured  Gut- 
man. Since  then  he  has  been  relative- 
ly inactive  on  Wall  Street,  but  he  re- 
mains a  broker  with  Gruntal  &  Co., 
which  absorbed  his  former  employer, 
Stearns  &  Co.  His  second  career, 
meanwhile,  kept  rolling.  He  has  pro- 
duced or  directed  more  than  16  "art" 
films  and  also  has  photographed 
women  in  plaster  casts,  circus  women 
and — something  of  a  specialty — wom- 
en with  well-defined  musculature. 
The  result:  a  cult  of  sorts,  several  film 
and  gallery  showings  and  purchases  of 
his  photos  for  such  showcases  as  the 
International  Center  of  Photography. 

Has  he  made  money  in  films  and 
photography?  "A  little,"  Gutman 
'says,  conceding  he  did  better  in  the 
brokerage  world. 

What  does  he  like  in  the  market 
these  days?  "I  bought  Turner  Cable  a 
couple  of  months  ago  because  I  like 
his  [Ted  Turner's]  face,"  he  says.  And 
Gutman  still  likes  his  old  favorite. 
Citing  its  "remarkable  technology" 
and  moderate  P/E,  he  says  "I  think 
AT&T  could  be  a  sensational 
stock." — Ptiscilla  S.  Meyer 


Walter  Gutman,  former  writer  of  The  Gutman  Letter 
From  the  guru  of  Wall  Street  to  a  guru  of  erotic  art. 
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The  biggest  issues 

confronting  Americ 

today. 


Today,  only  Reader's  Digest  and  TV  Guide  have  higher 
domestic  U.S.  circulation  than  Modern  Maturity 
Our  8,990,006  total  is  documented  by  the  geo- 
graphic analysis  of  the  June  30,  1983  ABC  publishers' 
statements. 

It's  explained  by  the  phenomenal  growth  of  the  50  and 
over  market— now  one  in  every  three  adult  Americans. 

And  these  experienced  consumers  control  50%  of 
all  discretionary  income,  according  to  the  Conference 
Board. 

Join  the  growing  list  of  advertisers  who  target  these 
experienced  consumers  in  Modern  Maturity 

There's  no  better  growth  opportunity  for  your 
product  or  service. 

Modern  Maturity 

America's  3rd  largest  magazine. 


Maturity  Magazines  Group,  420  Lexington  Avenue,  New  York,  N.  Y  10170  212-599-1880 
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'laying  in  the  snow.  As  cold  and  stormy  weather  swept 
icross  the  nation,  investors  seemed  to  be  having  a  good 
ime  throwing  stock  at  one  another.  No  one  was  hurt  by 
til  this  fun,  except  for  the  market  averages.  Despite  a 
:ouple  of  strong  charges,  the  Dow  industrials  ended  the 
nost  recent  two- week  period  with  a  1.5%  loss.  The  NYSE 
md  The  Forbes  500  experienced  similar  setbacks.  But 
Vmex  and  NASDAQ  issues  gave  up  even  more  ground, 
rhey  fell  1.9%  and  2.3%,  respectively. 

The  investor  yardsticks  below,  however,  show  that 
ligh-volatility,  high-P/E,  high-growth  and  low-priced 
hares  were  clearly  out  of  favor  last  month.  This  pattern 


emerges  nearly  every  time  the  market  slides  downhill. 
Investors  dump  stocks  in  which  they  perceive  high  levels 
of  risk  in  favor  of  safer  investments.  But  electric  utilities, 
one  former  haven,  have  recently  been  blemished  by  nega- 
tive publicity  about  uncompleted  nuclear  reactors  and 
uncertain  interest  rate  projections. 

Once  again,  the  P/E  on  the  Wilshire  index  declined.  If 
fourth-quarter  corporate  earnings  improve  as  expected, 
the  multiple  on  the  Wilshire  will  remain  in  the  low  teens 
only  if  stock  prices  rise.  Many  experts  do  anticipate  a  new 
year  rally.  But  keep  in  mind  that  the  market  has  an 
uncanny  way  of  bucking  the  consensus. 


C  lose-up  On  The  Equity  Markets 


Performance  of  six  leading  indexes 

Percent  change 

Wilshire 
5000 

Forbes 
500* 

Dow  Jones 
industrials 

NYSE 
Composite 

Amex  Market 
Value  Index 

NASDAQ 
Composite 

in  last  4  weeks 

-2.2 

-2.5 

-1.6 

-2.0 

-1.2 

-3.2 

in  last  52  week? 

19.3 

18.0 

21.2 

18.2 

32.5 

19.3 

Stock  performance  based  on  five  key  investor  yardsticks 


Percent  change 

Company  size 

Volatility2 

P/E  multiple 

Dividend  yield 

Growth  profile3 

Share  price 

large 

small 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

in  last  4  weeks 

-2.2 

-2.6 

-3.9 

-1.1 

-3.6 

-1.4 

-1.1 

-2.3 

-5.2 

-1.1 

-0.9 

-3.3 

in  last  52  weeks 

20.8 

67.0 

53.3 

30.6 

33.9 

65.5 

29.3 

60.0 

56.8 

30.7 

31.2 

55.1 

Based  on  sales. 

A  stock's  sensitivity  to  overall  market  movement.  High-volatility  issues  have  wide  price  fluctuations,  low-volatility  issues  are  more  stable. 
A  quantitative  evaluation  of  a  stock's  growth  image,  determined  by  Wilshire  Associates. 


Vote:  All  data  for  periods  ending  12/21/83.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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Where  The  Action  Is 

Cutting  the  ropes.  As  year-end  approached,  institutions    four-week  period.  Over  the  two-week  stretch,  consume! 
dressed  up  their  portfolios.  Investors,  meanwhile,  took    nondurables  show  the  biggest  loss,  a  2.7%  decline.  Al- 
profits  on  some  winners  and  bade  farewell  to  many  losers,    though  this  group  led  the  way  to  the  August  1982  rally,  it 
But  most  of  the  pressure  was  on  the  selling  side,  which    has  been  on  a  faltering  course  during  the  last  several 
produced  two-week  losses  for  all  nine  sectors.  In  fact,  most    months.  In  fact,  on  a  52-week  basis,  consumer  durables, 
of  December  was  bleak  for  every  industry  sector  except  raw    witha  13.7%  gain,  is  the  second-poorest  performing  group, 
materials.  This  was  the  only  group  to  register  a  gain  for  the    Only  the  utility  sector  sports  a  weaker  record. 

""""■**»^Percent  change  in  last  52  weeks  "C*-  O- 

Percent  change  in  last  two  weeks 

Capital  goods 
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What  The  Analysts  Think 


Something  new.  Zacks  Investment  Research  and  Wilshire 
Associates  are  now  providing  Forbes  with  consensus  earn- 
ings estimates  for  Wilshire 's  nine  sectors  and  the  Forbes 


500.  Over  the  last  two  weeks,  analysts  have  scaled  up  their 
estimates  for  capital  goods,  consumer  durables  and  utili- 
ties while  cutting  estimates  for  the  other  six  groups. 


Rank  based  on 
change  in  estimate 

Sector 

Estimated  1984 
EPS 

%  change  in  1984  estimate 
in  2  weeks       in  4  weeks 

1 

Capital  Goods 

$2.13 

1.55% 

-2.35% 

2 

Consumer  durables 

2.70 

0.91 

1.28 

3 

Utilities 

3.36 

0.05 

0.17 

4 

Consumer  nondurables 

2.47 

-0.26 

-0.55 

5 

Raw  materials 

2.82 

-0.72 

-0.86 

6 

Finance 

4.05 

-1.42 

-1.65 

7 

Energy 

1.93 

-1.67 

-1.71 

8 

Transportation 

2.63 

-1.67 

1.25 

9 

Technology 

1.63 

-1.68 

-1.30 

Forecasting  the  Forbes  500 

Average 

Performance 

earnings  per 

period 

share 

P/E 

latest  12  months 

2.54 

13.3 

1983  estimates 

3.31 

11.6 

1984  estimates 

4.39 

8.6 

Earnings  projections  are  equal-weighted  consensus  estimates  from  over  1,800  security  analysts. 

These  figures  are  compiled  and  updated  weekly  by  Zacks  Investment  Research,  a  Chicago-based  quantitative  consulting  firm 


Note:  All  data  for  periods  ending  12/21/83.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif.;  Zacks  Investment  Research,  Inc  ,  Chicago,  111. 
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How  to  give  an  ounce  of  mail  a  ton  of 


The  distinctive  look  of  an 
E-COM®  letter  carries  a  lot  of 
weight  with  recipients.  The  bold,  blue 
stripe  conveys  a  sense  of  urgency.  So  the 
message  inside  is  conveyed  effectively. 
Consider  the  impact  E-COM  service  could  give  your 
sales  letters,  promotional  announcements  and  invoices.  Then 
consider  the  fact  that  with  E-COM  service,  the  post  office  computer 
does  all  the  work.  You  simply  have  your  messages  transmitted  to  us  as 
data— either  directly  by  telephone  or  by  an  E-COM  communications  carrier.  We 
print  your  letters,  inserting  any  personalized  text  you  may  specify.  We  fold  them.  Then  we 
mail  them— First-Class  Mail®— in  eye-stopping  envelopes  that  make  people  start  reading.  For  more 
information,  call  your  communications  carrier  or  your  local  Postmaster.  We'll  help  you  figure  out 
the  best  way  to  link  up  with  E-COM  service.  And  show  you  how  an  ounce  of  mail  can  carry  a  lot 
more  weight. 


©USPS  1983 


ECOM 

DELIVERS  IMPACT. 


CREATING  MONEY  FOR  BUSINESS  (READING  TIME:  6  MINUTES) 


How  a  few  ne 
the  competitive  edge  j 


s 


OME  LENDERS  appear  to  be  uncomfortable  dealing  with  companies  who  are  n< 
in  the  Fortune  "500." 

The  Fortune  companies  are  among  the  most  important  clients  of  Gener 
Electric  Credit  Corporation.  But  our  door  is  also  open  to  firms  in  the  $100-5( 
million  range. 

Here  are  examples  of  how  we  tailor-make  each  financial  package  we  creat 
regardless  of  the  size,  nature,  and  name  of  the  business. 


The  "audio"  twist  from  GECC 
that  helped  McAllister  ride 
out  the  recession  storm 

Looking  around  New  York  harbor,  sd 
after  arriving  in  1864  from  Irelai 
James  McAllister  had  an  idea  tl 
there  was  money  to  make  unloadi 
clipper  ships  and  transporting  th 
wares  to  piers  along  the  city's  rivers. 
He  started  with  one  slo< 
Today,  you  can  spot  McAllis 
tugs  moving  supertankers,  c< 
tainerships,  and  barges 
ports  around  the  world. 
GECC's  relatic 
ship  with  McAlliS 
Towing  &  Trai 


rists  can  give  you 

le  new  economic  upturn 


rtation  began  over  a  decade  ago 
en  we  arranged  the  first  of  what  have 
lome  periodic  financial  packages  for 
:  company.  To  date,  total  transac- 
ts have  exceeded  $20  million. 

While  money  is  obviously 
^Allister's  priority,  it  is  interesting  to 
te  the  other  reason  they  feel  corn- 
table  doing  business  with  GECC. 
wrence  Chan,  the  company's  Senior 
f  of  finance  sums  it  up: 

"GECC  is  one  of  the  most  sophisti- 
cated financial  resources,  yet  it  has 
never  forgotten  the  personal  ap- 
proach in  client  relations. 

"When  you  talk  to  senior  people  at 
GECC— and  you  can— they  are  so 
darn  knowledgeable  about  our 
business  they  could  almost  qualify 
as  ship  owners!" 

e  GECC  twist:  Many  companies  may 
id  you  money,  but  we  also  know  how 
lend  an  ear. 

The  "intangible"  twist 
from  GECC  that  helped 
Southwest  Gas  heat  up 

uthwest  Gas  Corporation  urgently 
sded  to  increase  winter  availability 
natural  gas  to  meet  customer 
mands  in  Reno,  Carson  City,  and 
ke  Tahoe. 

The  most  cost-effective  solution 
s  to  construct  a  liquid  natural  gas 
MG)  storage  facility  because  it  would 
able  Southwest  to  make  year  round 
3  of  incoming  pipelines. 

The  utility  had  decided  that  leasing 
uld  provide  the  best  means  of  post-con- 
uction  financing.  Moreover,  they 
jped"  to  structure  the  financing  as  a 
eraged  lease. 

The  problem  was  that  the  cost  of 
tancing  from  the  traditional  bank 
arces  were  at  an  all-time  high— until 
SCC  came  to  the  rescue  with  a  $57 
llion  financial  package  and  an  idea 
at  was  perhaps  equally  valuable. 


1931 


1979 


2000 


EXPANDING  GAS  COMPANY.  An  infu- 
sion of  cash  from  GECC  has  insured  that 
the  utility  will  continue  to  meet  customer 
demand  for  decades  to  come. 


The  GECC  twist:  The  option  of  time. 
After  our  leasing  experts  gave  South- 
west's  project  design,  supply  contracts, 
the  reserves  of  its  suppliers,  and  the 
regulatory  environment  high  marks, 
we  created  a  single  investor  lease  for 
the  utility  which  allowed  them  to  repay 
their  construction  lenders. 

GECC  then  gave  Southwest  the 
option  of  converting  to  a  leveraged  lease 
which  gave  them  time  to  bring  together 
the  capital  to  fund  it. 

Moral:  Sometimes  the  most  tangible 
asset  a  financial  services  company  can 
provide  is  a  very  intangible  idea. 

The  "guaranteed"  twist 
from  GECC  that  helped  Pacific 
Scene  thumb  its  nose  at 
high  interest  rates 

When  Pacific  Scene,  the  largest  single 
family  home  builder  and  developer  in 
San  Diego,  came  to  GECC,  they  were 
seeking  a  comprehensive  $20  million 
mortgage  commitment  for  over  1000 
units  on  six  sites  in  three  states. 

In  the  uncertain  construction  year 
of  1982,  that  was  a  substantial  request, 
even  with  their  long  time  record  of 
building  over  500  homes  annually. 

Undismayed,  GECC's  real  estate 
experts  evaluated  the  company,  begin- 


ning with  on-site  inspections  at  each  of 
the  proposed  locations. 

We  found  Pacific  Scene  homes  were 
priced  to  the  means  of  the  expanding  sun- 
belt market.  And  we  found  the  firm  to  be 
savvy  marketers  which,  next  to  solid  con- 
struction methods,  is  the  most  important 
factor  for  success  in  the  building  business. 

And  so  we  made  an  unusual  finan- 
cial commitment  to  them. 

The  GECC  twist:  Using  our  "Builder 
Forward"  program,  GECC  guaranteed 
that  the  interest  rate  charged  to  Pacific 
Scene  would  not  exceed  the  FHA/VA 
index  as  of  November  4,  1982.  We  also 
capped  the  number  of  discount  points. 
More  importantly,  if  the  mortgage 
index  declined,  under  "Builder 
Forward"  the  rate  would  be 
adjusted  accordingly.  The  lowest 
rate  of  that  year  would  remain  in 
effect  throughout  the  remainder  of 
the  commitment. 
Post  Script:  Construction  is  less  uncer- 
tain now,  but  GECC's  "Builder  For- 
ward" program  is  no  less  viable. 

To  find  out  how  we  do  it,  mail  the  cou- 
pon. Or  call  800-243-2222.  In  Connect- 
icut, call  800-  942-2222.  Thank  you. 

i  1 

Marketing  Programs  Operation 
General  Electric  Credit  Corp. 
260  Long  Ridge  Road 
Stamford,  Connecticut  06902 

Please  send  me  your  information  kit 
describing  25  additional  financial  packages 
and  "Guide  Through  the  Leasing  Maze." 


NAME- 


General 
Electric 
Credit 

CORPORATION 


Creating  Money  for  Business 


Streetwalker 


Knock,  knock 

Irwin  (The  Liquidator)  Jacobs  is  rais- 
ing his  sights.  Fresh  from  making  kill- 
ings by  threatening  takeovers  of  such 
companies  as  Pabst  Brewing,  Kaiser 
Steel  and  having  bought  Bekins  Co., 
the  Minneapolis  dealmaker  is  going 
after  RCA  Corp.,  the  $8.2  billion 
(sales)  colossus  of  30  Rockefeller  Pla- 
za. Jacobs  has  been  buying  the  stock, 
now  about  35,  all  the  way  up  from  the 
mid-20s.  He  currently  owns  an  esti- 


Dealmaker  Jacobs 

Will  he  rename  his  dog  Kipper? 

mated  4%  or  so  of  the  81.6  million 
shares.  Talk  has  it  that  he  and  un- 
named associates  are  planning  a  lever- 
aged buyout  bid  at  $45  a  share  that 
would  also  sweep  up  two  issues  of 
convertible  preferred.  That's  around  a 
35%  premium  to  recent  market  val- 
ue, or  2.6  times  book.  Total  tab:  $4 
billion. 

Jacobs  admits  he  hasn't  spoken  to 
RCA  Chairman  Thornton  Bradshaw 
and  the  betting  is  that  at  $45  Brad- 
shaw and  the  RCA  board  would  give 
him  the  brush.  Would  Jacobs  mind? 
Why  should  he?  At  worst  he  may  be 
able  to  force  the  board  to  buy  him  off 
substantially  above  his  $30-odd  aver- 
age cost  basis.  This  is  what  happened 
when  he  lost  his  bids  for  Kaiser  Steel 
and  Pabst  Brewing. 

Or,  the  Jacobs  bid  might  flush  out  a 
white  knight  willing  to  pay  $60  a 
share — a  $6  billion  takeover.  Who 
would  pay  $60  a  share  for  RCA?  Plen- 
ty of  people,  by  Jacobs'  reasoning. 
RCA  is  a  conglomerate  whose  assets 
do  not  necessarily  relate  to  one  an- 
other. An  acquisitor  could  get  much 
of  his  money  back  by  selling  some 
assets,  say  Hertz  and  NBC,  and  still 
own  a  solid  $3.5  billion  (sales)  com- 


pany in  consumer  and  defense  elec- 
tronics and  satellites,  plus  $1.5  billion 
in  cash  and  equivalents. — Thomas  Jaffe 

Let's  have  one  for  Allis 

All  eyes  are  on  International  Harvest- 
er as  a  turnaround  these  days,  but  for 
playing  a  recovery  in  farm  equipment 
Eli  Lustgarten  of  Paine  Webber 
Mitchell  Hutchins  prefers  Allis- 
Chalmers.  In  1982  Allis  lost  over  $200 
million,  or  $17.24  a  share.  But  last 
year  he  estimates  that  loss  was  pared 
to  $10.50,  and  in  1984  Allis'  enor- 
mous tax  loss  carryforward  ought  to 
shelter  about  $2  of  net  earnings.  Hard- 
ly a  robust  turnaround,  to  be  sure,  but 
Lustgarten  sees  $6  a  share  in  1985. 
There's  lots  of  leverage  in  Allis:  With 
only  about  13  million  common  shares 
outstanding,  the  company  had  rev- 
enues of  $1.6  billion  in  1982.  So  there 
is  about  $125  in  sales  behind  every 
common  share.  Already  over  half  the 
company — process  equipment  such  as 
coal  systems  and  fluid  and  air  filter 
products — is  breaking  even.  Mean- 
while, writeoffs  from  its  synthetic 
fuel  kilngas  business — an  estimated 
$80  million  since  1980 — will  shrink 
to  practically  nothing  this  year.  Lust- 
garten recognizes  that  Allis  is  bur- 
dened with  long-term  debt,  but  thinks 
this  is  manageable.  "If  Harvester 
trades  at  4  times  what  I  think  it'll 
earn  in  1985,"  says  Lustgarten, 
"there's  no  reason  Allis  can't  carry 
the  same  multiple."  On  that  basis, 
he's  predicting  a  $25  price,  up  50% 
from  the  recent  16. — T.J. 

All  in  the  family? 

To  talk  about  the  eventual  sale  of  a 
company  once  its  biggest  shareholder 
dies  strikes  some  people  as  indelicate. 
But  when  the  chief  executive  officer 
himself  is  the  one  who  brings  up  the 
matter,  and  the  shareholder  in  ques- 
tion is  his  own  mother — well,  you 
have  to  listen  up.  The  firm  is  $100 
million-plus  (sales)  Frank  Paxton  Co. 
of  Kansas  City,  Mo.,  the  largest  U.S. 
distributor  of  hardwoods  used  for  ev- 
erything from  kitchen  cabinets  to 
custom  furniture.  The  shareholder  in 
question  is  Mrs.  Marjorie  Paxton,  the 
company's  90-year-old  chairman.  She 
owns  22%  of  the  1.75  million  shares 
of  nonvoting  stock  and,  more  impor- 
tant, 32%  of  the  1.25  million  voting 
shares.  Her  three  sons  control  another 
40%  or  so  of  the  latter  class. 

Now,  some  family-run  companies 
wouldn't  see  a  problem  here — sell  the 


company  with  the  dowager's  blessing 
before  she  dies  because  the  capital 
gains  tax  would  be  less  painful  than 
the  estate  tax.  But  the  lady's  not  for 
selling.  "My  mother  has  a  quirk," 
CEO  Frank  Paxton  Jr.,  himself  65, 
says  with  a  chuckle.  "She's  going  to 
take  it  with  her." 

With  three  of  his  children  working 
at  the  company,  Paxton  would  prefer 
that  it  stay  independent.  But  he  sus- 
pects that  his  two  brothers — 63  and 
57,  respectively — would  as  soon  have 
their  money  elsewhere.  Which  is  why 
Paxton  appears  to  be  setting  itself  up 
for  an  eventual  takeover.  In  October 
shareholders  received  a  special  divi- 
dend that  effectively  split  both  classes 
of  stock  4-for-l.  Then  in  November 
there  was  a  public  offering  of  500,000 
nonvoting  shares. 

Paxton  might  have  considerable  at- 
traction to,  say,  a  diversified  forest 
products  company  looking  for  a  spe- 
cialty division.  "Although  its  market 
has  been  consistently  depressed  since 
1980,"  notes  John  Kultjen  of  Kansas 
City's  Stern  Brothers  &  Co.,  "Paxton 
not  only  stayed  profitable  but  expand- 
ed." It  has  virtually  no  debt.  He  esti- 
mates that  it  will  earn  at  least  $5 
million,  or  close  to  $2  a  share.  Recently 
the  stock  traded  around  $15.25,  just  a 
slight  premium  to  its  surely  understat- 
ed $13.33  book  value.  Says  Kultjen:  "I 
see  low  risk  with  plenty  of  leverage." 

Thanks  to  Mrs.  Paxton's  "quirk,"  it 
may  be  that  and  more. — T.J. 


Coal-tarred 

Bucyrus-Erie  is  the  largest  producer  of 
power  shovels  and  draglines  for  sur- 
face coal  mining.  That  business 
stinks,  right?  So  it's  no  surprise  Bu- 
cyrus'  20.4  million  shares  have  lan- 
guished just  below  $20  for  most  of  the 
last  year.  But  Jim  McCann  of  Dean 
Witter  Reynolds  thinks  the  com- 
pany's shares  are  a  buy.  Why?  Forget 
the  draglines.  About  40%  of  the  com- 
pany's estimated  $545  million  1983 
sales  and  70%  of  operating  profits 
were  from  its  Western  Gear  aerospace 
division.  Aerospace — flight  controls, 
helicopter  transmissions  and  the 
like — will  account  for  as  much  as 
60%  of  income. 

In  1984  McCann  expects  Bucyrus  to 
earn  50  cents  a  share.  "At  current 
prices  I  know  that  multiple's  not 
cheap,"  he  admits.  "But  with  so  many 
people  right  now  searching  for  cycli- 
cals with  a  kick  in  1985,  here's  just 
such  a  stock."  What's  the  kick?  The 
unrecognized  stake  in  aerospace  and 
the  potential  of  a  pickup  in  coal. 
McCann:  "I  don't  see  much  downside 
here."— T.J. 
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The  Funds 


Contractual  plans  give  shareholders  a 
powerful  incentive  to  save.  They  also  give 
brokers  hefty  commissions. 


Buyer 
beware 


By  Barbara  Rudolph 

IN  A  RISING  STOCK  MARKET  yOU  Can 
sell  just  about  anything.  Consider 
the  current  revival  of  contractual 
plans  for  buying  mutual  fund  shares. 
These  products,  with  their  heavy 
front-end  commissions,  can  make 
salesmen  rich.  But  they  make  no 
sense  for  shareholders. 

Here's  how  these  plans  work:  An 
investor  signs  a  contract  that  obliges 
him  to  make  fixed,  regular  monthly 
payments  to  a  mutual  fund.  The 
amount  ranges  from  $25  to  $5,000, 
but  under  many  circumstances  half  of 
the  first  year's  payment  does  not  go 
for  the  purchase  of  mutual  fund 
shares.  Instead,  the  bulk  of  that  half 
goes  straight  into  the  salesman's 
pocket  as  commissions. 

The  justification  for  that  ferocious 
bite  is  its  very  ferocity.  At  that  price, 
the  sales  argument  goes,  you  would  be 
crazy  not  to  complete  the  plan  and, 
over  time,  lower  the  total  sales  bite  to 
a  more  "normal"  level. 

Current  law  allows  investors  to  get 
some  of  their  money  back  if  they  drop 
out  of  the  contractual  plan  within  18 
months.  But  the  heavy  sales  load 
charges  can  still  make  long-term  prof- 
its remote. 

Suppose  you  have  signed  one  of  Fi- 
delity Destiny  Plans'  75,000  con- 
tracts. You  have  agreed  to  pay  $100  a 
month  into  the  fund  for  the  next  15 
years.  After  two  years  of  dutifully  pay- 
ing in,  month  after  month,  you  have 
anted  up  $2,500,  which  includes  two 
payments  your  first  month.  But  you 
want  out.  You  kiss  $714.92  good- 
bye— 50%  of  your  first-year  payment 
and  5.4%  of  everything  else. 

Contractual  plans  had  their  heyday 


in  the  Fifties  and  Sixties — the  spawn 
of  another  bull  market.  Then  there 
were  something  like  60  products 
available.  Now  there  are  only  about  a 
dozen,  but  sales  are  growing.  At  First 
Investors  Corp.,  which  has  contrac- 
tual plan  assets  of  $280  million,  sales 
of  new  plan  accounts  were  up  50% 
last  year.  Sales  at  Fidelity  Destiny, 
which  has  assets  of  $530  million,  are 
up  30%  on  an  annual  basis.  Other  big 
contractual  marketers,  such  as  Inves- 
tors Diversified  Services,  report  simi- 
lar sales  gains.  Total  assets  of  all  con- 
tractual plans  at  present:  around  $1.7 
billion,  with  a  sizable  average  month- 
ly payment  of  around  $120. 

In  1970  Congress  curbed  some  of 
the  plans'  most  egregious  abuses. 
Funds  must  now  accept  any  cancella- 
tion requests  within  the  first  45  days, 
giving  full  refunds.  Shareholders  who 


opt  out  before  18  months  can  be 
charged  no  more  than  15%  of  their 
total  investment  in  sales  fees,  which 
means  brokers  sometimes  have  to 
give  back  commissions. 

Even  with  these  restrictions,  con- 
tractual plans  still  charge  normal 
management  fees,  and  most  plans 
also  add  an  annual  bill  for  account 
maintenance.  On  top  of  everything 
else,  of  course,  are  the  normal  stock 
market  risks. 

The  bottom  line:  Even  long-term 
contractual  plan  investors  can't  es- 
cape the  burden.  At  Fidelity,  for  ex- 
ample, a  $25-a-month  account  would 
be  worth  $4,500  after  15  years.  After 
all  fees,  however,  a  mere  $3,962.02 
remains  to  be  invested — effectively 
the  sales  load  and  expense  fees  add  up 
to  11.96%  of  one's  total  investment. 
This  figure  drops  to  3.6%  for  $  1,000-a- 
month  investors.  In  contrast,  share- 
holders who  make  regular  payments 
to  Fidelity's  funds,  most  of  which  are 
no-load,  get  similar  service,  while 
paying  expense  fees  of  a  mere  1  % . 

How  can  anyone  market  contrac- 
tual plans  in  good  conscience?  "These 
are  people  who  would  never  accumu- 
late this  money  on  their  own,  and  we 
give  them  the  incentive,"  says  David 
Grayson,  president  of  First  Investors. 
"It's  like  the  Christmas  Clubs  at  the 
banks.  They  didn't  used  to  pay  inter- 
est, so  people  could  have  easily 
opened  passbook  accounts  instead, 
but  they  didn't." 

For  investors  in  contractual  plans, 
the  point  is  that  forced  savings  can  be 
worse  than  no  savings  at  all.  For  folks 
who  sell  them,  of  course,  it's  the  most 
profitable  savings  of  all. 


Follow  the  crowd 


Small  shareholders  may  be 
sharper  than  people  think.  So 
says  Richard  Ross,  a  Chicago- 
based  consultant  who  dispenses  sta- 
tistics to  mutual  fund  managers.  His 
latest  survey  suggests  that  tracking 
the  investing  plans  of  individual 
stockholders  may  help  predict  broad 
stock  market  moves. 

Ross  says  that  a  rise  in  "planned 
investor  equity  purchases"  signals  a 
corresponding  move  three  months 
later  in  both  S&P's  500  and  mutual 
fund  sales.  Ross  found,  for  example, 
that  the  planned  volume  of  stock  pur- 
chases bottomed  out  in  July  1982, 
while  the  actual  volume  of  mutual 
fund  purchases  bottomed  in  Septem- 
ber. Investor  expectations  then  rose 
sharply  from  May  to  June  of  1982, 


signaling,  Ross  concludes,  the  market 
rise  from  August  to  September. 

In  November  the  investors  Ross 
surveyed  were  planning  equity  pur- 
chases slightly  below  the  previous 
three-month  period.  That  means  the 
market  is  likely  to  decline  at  least 
through  this  month— at  least  accord- 
ing to  this  indicator. 

All  of  Ross'  news,  however,  isn't  so 
easy  for  fund  managers  to  digest.  An- 
other set  of  his  data  indicates  that 
ownership  of  mutual  funds  declined 
from  a  high  of  5.9%  of  U.S.  house- 
holds in  December  1982  to  5%  in  June 
1983.  This  happened  while  sales  of 
mutual  funds  were  rising,  so  it  means 
that  the  industry  is  getting  more  mon- 
ey, but  from  fewer  people.  Hardly  an 
encouraging  sign.  ■ 


122 


FORBES,  JANUARY  16,  1984 


Numbers  Game 


Edited  by  Richard  Greene 


More  companies  changed  their  auditors 
last  year  than  ever  before.  But  the  required 
SEC  forms  dont  tell  the  whole  story. 

Canned 
accountants 


By  Christopher  Power 

In  a  simpler  age,  accounting  firms 
and  their  corporate  clients  almost 
lever  parted.  Aside  from  occasional 
juestions  at  annual  meetings  about 
mditors'  fees,  the  market  was  hardly 
)rice-sensitive.  Accountants,  in  any 
;ase,  were  gentlemen,  above  the  com- 
jetitive  fray. 

That  has  changed,  to  put  it  mildly. 
\ccountants  now  scramble  as 
lard  as  other  businessmen,  and 
:heir  customers  are  learning 
:hat  it  pays  to  shop  around. 
'Ten  years  ago,  two  or  three  of 
:he  Big  Eight  would  bid  for  a 
Jient,"  remembers  William 
laby,  a  Touche  Ross  partner  in 
;harge  of  the  firm's  Phoenix  of- 
ice.  "Now  it's  not  unusual  for 
ill  of  them  to  show  up  and  pour 
t  on:  slide  shows,  100-page 
)rinted  proposals,  photos,  the 
vorks." 

The  result  of  this  new  compe- 
ition  is  a  sharp  increase  in  the 
lumber  of  auditor  changes. 
3rom  1979  to  1983  the  number 
)f  companies  (including  subsid- 
aries)  showing  their  accoun- 
ants  the  door  almost  doubled, 
rom  275  to  480. 

Such  changes,  however,  should 
nake  careful  investors  nervous.  You 
vould  be  a  fool  not  to  ask  why  your 
:ompany  has  changed  its  auditor.  Un- 
ortunately,  the  answers  are  rarely 
traightforward.  "Why  do  people  get 
livorced?"  asks  Raby.  "It's  the  same 
hing.  You  can  never  point  to  any  one 
eason." 

That's  no  doubt  true,  but  there's 
:ertainly  no  harm  in  trying.  Compa- 
res must  file  an  8-K  form  notifying 
he  Securities  &  Exchange  Commis- 
ion  of  the  change.  For  the  past  five 
'ears  Public  Accounting  Report,  an  in- 


dustry newsletter,  has  issued  an  an- 
nual analysis  of  auditor  switches,  in- 
cluding the  reasons  that  clients  cite 
for  making  the  change. 

That  report  strongly  suggests  that 
the  standard  audit  is  increasingly 
viewed  as  a  simple  commodity  item. 
"A  lot  of  companies  are  starting  to 
treat  their  accountants  the  way  they 
treat  their  janitorial  service,"  explains 
Arthur  Bowman,  PAR'S  editor.  "They 


go  out  and  get  a  bid  every  few  years  to 
get  the  best  price."  In  1982  companies 
cited  cost  savings  as  a  main  reason  in 
27%  of  their  442  switches. 

After  cost,  service  is  the  most  fre- 
quently mentioned  reason  in  the  PAR 
report,  involved  in  25%  of  the 
changes.  If  companies  don't  want  to 
pay  less,  they  want  to  get  more.  As 
Harvey  Moskowitz,  national  partner 
of  Seidman  &  Seidrnan,  puts  it,  "The 
accounting  firm  that's  vulnerable 
nowadays  is  the  firm  that  only  pro- 
vides auditing.  Companies  want 
much  more  than  that  from  their  audi- 


tors: tax  advice,  business  advice,  fi- 
nancial planning."  And  they  go  look- 
ing for  it. 

These  tidy  statistics  tell  only  part  of 
the  story.  "Citing  cost  is  often  a  sim- 
ple way  of  masking  something  else," 
says  Touche  Ross'  Raby.  "It's  easily 
understood,  and  it  doesn't  embarrass 
anyone." 

Suppose  a  company  is  looking  for  a 
little  more  freedom  to  play  with  in- 
ventory valuation.  It's  not  that  one 
accounting  firm  is  willing  to  cook  the 
books,  but  there's  no  question  that 
some  firms  are  more  liberal  than  oth- 
ers when  it  comes  to  accounting 
methods.  What's  wrong  if  this  helps 
win  a  new  client? 

No  accountant  will  admit  for  the 
record  that  such  things  happen.  But 
off  the  record,  there  are  stories  of 
companies  in  search  of  a  little  hanky- 
panky.  Some  circumstantial  evi- 
dence: According  to  the  PAR  report, 
almost  20%  of  the  companies  that 
booted  their  auditors  in  1982  had  al- 
ready received  qualified  opinions 
from  them.  "Now  I'm  not  going  to  tell 
you  those  companies  went  shopping 
for  a  clean  opinion,"  says  PAR's 
Bowman.  "But  they  sure  did 
want  to  change." 

Poets  and  playwrights  might 
be  interested  to  know  that 
switching  accountants  isn't  al- 
ways a  matter  of  simply  trying 
to  save  money.  The  real  reason 
for  most  changes,  according  to 
Raby,  is  probably  that  the  chief 
executive  officer  simply  didn't 
like  the  auditor.  Not  that  they 
have  different  tastes  in  music, 
most  likely,  but  that  the  auditor 
isn't  the  kind  of  guy  the  top 
man  wants  to  know  his  deepest 
corporate  secrets. 

Main  Hurdman  has  done 
some  research  that  seems  to 
support  Raby.  To  find  out  how 
small  and  medium  companies 
choose  accountants,  the  firm 
filmed  a  series  of  discussions  with 
chief  executives  and  financial  officers 
about  their  relationships  with  audi- 
tors. The  vast  majority  praised  the 
personal  touch  and  often  said  that  a 
lack  of  it  prompted  them  to  change 
auditors.  The  impersonal  nature  of 
some  accounting  firms  was  height- 
ened by  another  problem  frequently 
mentioned  in  the  interviews,  high 
turnover  among  audit  staff.  "They 
bring  in  new  kids  every  year,"  com- 
plained one  exasperated  executive.  "I 
have  to  teach  them,  instead  of  having 
them  teach  me."  ■ 
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The  Money  Men 


Scotland's  Ivory  &  Sime  discovered  how  to 
outperform  its  English  competitors:  The 
firm  puts  customers  into  U.S.  stocks. 

"They  are 
stock  pickers, 
not  traders" 


By  Harcia  R.  Berss 


I vory  &  Sime,  founded  in  1895  and 
housed  in  a  classic  Georgian  man- 
sion on  Edinburgh's  Charlotte 
Square,  has  the  trappings  of  a  staid, 
conventional  money  manager.  But  it 
isn't.  Despite  its  age,  Ivory  &.  Sime  is 
far  from  conservative.  The  firm  is  a 
veritable  swinger  in  tartan. 

I&S  invests  some  $2.3 
billion,  half  in  nine  pub- 
licly held  investment 
trusts — the  British  equiv- 
alent of  closed-end  mutu- 
al funds.  Three  of  those 
trusts  are  among  the 
U.K.'s  top  ten  performers, 
and  the  group's  star,  the 
$240  million  Atlantic  As- 
sets Trust,  heads  the  list. 
Its  ten-year  average  annu- 
al return:  25%,  which 
would  have  made  Atlantic 
Assets  the  top  performer 
in  the  closed-end  rankings 
in  Forbes'  1983  annual 
mutual  fund  survey. 

Ivory  &  Sime  is  a  list 
leader  thanks  to  a  knack 
for  picking  U.S.  stocks. 
There's  a  bit  of  history 
here,  since  an  I&S  trust  provided 
mortgage  money  for  Midwest  farmers 
in  the  19th  century.  London  money 
men  typically  put  35%  of  their  funds 
in  North  America,  but  Ivory  &  Sime 
has  over  50% . 

So  what  stocks  is  I&S  picking  now? 
The  firm  has  a  strong  technological 
bent,  particularly  on  the  small  com- 
pany side,  and  half  of  its  U.S.  invest- 
ments are  in  the  over-the-counter 
market.  Sure,  these  shares  have  taken 
a  recent  beating.  But  the  men  who 
run  I&.S — Alex  Hammond-Chambers, 


41,  and  Garth  Ramsay,  35 — are  still 
optimistic  about  long-term  growth. 
"We  like  companies  where  manage- 
ment owns  stock  instead  of  options," 
says  Hammond-Chambers.  "That 
way,  they  ride  both  up  and  down." 

Ian  Rushbrook,  who  manages  Atlan- 
tic Assets,  explains  the  firm's  funda- 
mentalist approach.  "A  few  years  ago 
we  saw  two  new  companies,  Comma 


Ivory  &  Sime's  Ramsay,  Hammond-Chambers  and  Rushbrook 
Yesterday,  farm  mortgages.  Today,  high  technology. 


cal  is  now  worth  about  $100  million 

An  out-of-favor  sector  that  Ivory  & 
Sime  likes  is  oil  and  gas.  The  firm's 
patriarch,  Jimmy  Gammell,  plunged 
into  the  oil  patch  in  the  early  1950s, 
backing  a  29-year-old  named  George 
Bush  in  Zapata  Petroleum.  I&S  still 
puts  much  of  its  money  at  the  well- 
head. With  stakes  in  some  700,000  U.S. 
wells,  it  spreads  its  money  widely. 

As  in  technology  investing,  I&.S 
doesn't  look  for  the  gusher  but  the 
steady  long-term  producer — shallow) 
gas  wells  in  Ohio,  for  example.  The 
strategy  is  working:  Viking  Resourc-l 
es,  the  firm's  oil  and  gas  trust,  led  all) 
U.K.  energy  and  commodity  trusts  for 
the  last  five  years. 

Elsewhere  in  oil  and  gas,  Ramsay,, 
who  handles  energy  investments,! 
likes  Schlumberger,  the  big  oilfield! 
service  company.  "When  was  the  lastj 
time  you  could  buy  them  for  1 1  times 
earnings?"  he  asks.  "And  that's  on  the 
first  down  earnings  it's  had  in  191 
years."  He's  also  partial  to  the  gas 
transmission  business.  It  is  now  run- 
ning at  low  capacity.  When  demand) 
increases,  gains  will  fall  to  the  bottom 
line.  Operating  leverage  once  again. 

Ramsay's  favorite  pipeline 
stock:  Texas  Oil  &.  Gas. 

I&S  prides  itself  on  an 
extensive  training  pro- 
gram and  rarely  hires  from 
outside.  This  makes  it 
something  of  a  breeding 
ground.  The  firm  recently 
lost  some  senior  person- 
nel (including  grandsons 
of  founder  James  Ivory).  In 
fact,  Charlotte  Square  is 
now  home  to  a  half-dozen 
outfits  founded  by  former 
I&S  people. 

To  help  stop  the  talent 
drain,  I&S  in  July  did 
something  considered 
shocking  among  Britain's 
stodgy  money  managers.  It 
went  public,  selling  a  25% 
stake  to  outsiders  for  $2 


and  Shared  Medical,  both  set  up  by  ex- 
IBMers.  Shared  Medical  made  soft- 
ware for  hospitals.  Development  costs 
were  already  paid,  and  they  could  sell 
anywhere  at  little  additional  expense. 
Comma  provided  discount  mainte- 
nance for  IBM  computers.  But  when 
they  expanded,  they  had  to  set  up  new 
offices  with  more  overhead.  Within  a 
few  years,  Comma  was  liquidated.  But 
Shared  Medical  kept  growing.  That's 
operating  leverage." 

Leverage,  indeed.  I&S'  ten-year-old 
$100,000  investment  in  Shared  Medi- 


million.  Since  then,  share  prices  have 
tripled,  and  now  8  of  I&S'  75  employ- 
ees are  paper  millionaires. 

But  being  public  hasn't  changed 
Ivory  &  Sime's  conservative-venture- 
some style.  "They're  stock  pickers,  not 
traders,"  explains  a  local  analyst.  "We 
take  a  three-year  view  to  investing," 
elaborates  Ivory  &.  Sime's  Gammell 
Not  for  them  the  quarterly  earningSi 
game.  Of  most  U.S.  investors,  he  says 
disapprovingly:  "You  people  tend  to 
take  a  three-month  view.  To  me  that's 
not  investing,  it's  speculation."  ■ 
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Statistical  Spotlight 


similar  matters  at  Wharton,  thinks 
the  January  effect  is  especially  strong 
in  smaller  stocks.  "My  data,"  he  says, 
"indicate  that,  for  the  first  trading  day 
of  the  year,  the  average  return  of  firms 
with  small  capitalization  was  larger 
than  the  average  return  of  firms  with 
large  capitalization  in  each  of  the  18 
years  between  1963  and  1980." 

Arbel,  meanwhile,  weighs  in  with 
yet  another  study.  He  is  excited  about 
the  "neglected-firm  effect."  Stocks 
that  do  the  best  at  the  start  of  the  year, 
he  explains,  are  those  followed  by  the 
fewest  analysts.  He  thinks  this  might 
be  because  of  the  availability  of  year- 
end  financial  reports  on  these  general- 
ly neglected  stocks. 

All  this  may  be  statistically  signifi- 
cant, but  is  it  useful  for  investors?  As 
an  experiment,  we  tapped  the  com- 
puters for  Media  General's  4,200- 
stock  database  and  requested  a  list  of 
companies  that  seem  most  likely  to 
benefit  from  the  January  effect.  Our 
screen  picked  out  stocks  selling  close 
to  their  52-week  lows,  and  therefore 
probably  dumped  in  December  for  tax 
losses.  To  include  the  effect  of  both 
the  small-firm  and  neglected-firm  ef- 
fects, we  also  looked  for  relatively 
unknown  companies  with  high  vola- 
tility and  low  market  capitalization. 

Will  the  January  effect  strike  again? 
If  so,  it  ought  to  benefit  these  stocks. 
But  beware:  These  are  all  high-risk 
situations.  We'll  watch  their  perfor- 
mance and  keep  you  posted.  ■ 


High-risk  investing  in  the  law  of  averages 


Statistical  studies  indicate  that  January  is  often  a  good  to  be  small,  high-volatility  companies  that  hit  12- 
month  on  Wall  Street.  The  strongest  performers  tend    month  lows  in  December,  like  the  stocks  on  this  list. 


 Price  

%  change 

EPS 

 52-week- 

in  price 

latest 

Company  /business 

recent 

high 

low 

52  weeks 

Beta 

12-months 

Seneca  Oil/ oil  and  gas  explor,  prod 

1 

4% 

1 

-72% 

1.69 

$-0.93 

TOCOM./ cable-TV  equipment 

23/4 

IIV2 

2% 

-71 

1.42 

-1.36 

Intermagnetics  General/ superconductive  materials 

6V2 

22% 

6% 

-64 

1.58 

-1.49 

Computer  Automation/computer  equipment 

6lA 

IVA 

6 

-61 

2.34 

-1.81 

Westlands  Diversified  Bancotp/bank  holding 

W4 

5% 

-58 

1.57 

-0.39 

Oriole  Homes  Class  A/building 

6% 

19V2 

6% 

-55 

2.69 

-  0.32 

Monarch  Avalon/ printing 

7 

I6V2 

6V2 

-52 

1.56 

0.42 

Immuno  Nuclear/health  care  products 

4% 

12V2 

4% 

-51 

1.57 

0.09 

Prodigy  Systems/ computer  equipment 

3% 

11 

3% 

-44 

4.12 

0.06 

KRATOS/precision  instruments 

5% 

17% 

5% 

-43 

1.74 

-4.61 

Lasermetrics/ precision  instruments 

m 

9 

3Vs 

-42 

4.05 

-0.04 

Castle  InAusttizsl manufactured  housing 

7 

167/8 

7 

-42 

1.70 

0.41 

LB  Nelson/reai  estate 

2Va 

55/8 

2Vs 

-41 

3.51 

-2.45 

Computer  Transceiver  Sys/computer  equip  and  svcs 

37/8 

12V4 

35/8 

-38 

2.20 

0.33 

-McRae  Industries  Class  B/footwear 

4% 

8>/2 

4% 

-37 

2.27 

0.03 

SMD  Industries/picture  frames,  stationery 

4V4 

9V2 

4Vs 

-37 

1.82 

0.10 

AIC  Photo/ photographic  equipment 

2% 

4% 

2% 

-37 

1.34 

-  1.45 

Data  Architects/computer  svcs 

m 

19 

7 

-34 

2.16 

-0.23 

Covington  Technologies/building 

1% 

3% 

ls/8 

-30 

2.75 

-0.07 

RTC  Transportation/trucAing 

8V8 

17V2 

8 

-30 

1.70 

0.52 

Sources.  Media  General  Financial  Services  Inc.  by  Business  Information  Systems;  Forbus 


Its  the  beginning  of  the  year,  and  the 
Professors  say  the  market  will  go  up.  They 
also  think  they  know  the  type  of  companies 
that  will  benefit  most. 

Stocks  for 
January 


By  Leslie  Pittel 


A STOCK  MARKET  ANOMALY  Called 
the  "January  effect"  puzzles 
b  the  academics.  While  we  put 
little  store  in  professorial  approaches 
to  investing,  we  do  find  this  one  phe- 
nomenon intriguing. 

What  is  the  January  effect?  "There 
is  clear  statistical  evidence  that  Wall 
Street  performs  better  at  the  begin- 
ning of  the  year  than  at  any  other 
time,"  explains  Avner  Arbel,  who 
teaches  finance  at  Cornell. 


One  reason  for  strong  Januarys 
seems  to  be  the  easing  of  December 
selling  pressures,  which  are  a  result  of 
tax-loss  trading  and  the  need  to  raise 
holiday  cash.  But  January  gains,  so  the 
computers  indicate,  affect  some  kinds 
of  stocks  much  more  than  others. 
Consider  a  work  published  last  year 
by  two  Tel  Aviv  University  profes- 
sors. It  indicates  that  issues  with  12- 
month  lows  in  December  do  signif- 
icantly better  in  January  than  the 
overall  market. 

Donald  Keim,   who   delves  into 


FORBES,  JANUARY  16,  1984 


125 


Ifoumaybe 
only  one  coupon  away 

1  from  the 
ideal  IRA 
or  Keogh. 


To:  J.&W.  Seligman  &Co.  Marketing,  Inc. 
One  Bankers  Trust  Plaza 
New  York,  N.Y.  10006  (212)  488-0200 

fm  interested  in  more  information  on  the  following: 
(please  check  appropriate  boxes.) 

□  IRA    □  KEOGH    □  J.&W  Seligman 

Separately  Managed 
Accounts 

Name  


Citv 


State 


_Zip_ 


Your  Broker's  Name 


Broker's  Address 


What  we  mean  by 
ideal  is  ideal  for  you. 
A  plan  individually 
constructed  around  your  needs.  A  plan  so  well  thought  out  and 
so  flexible  that  it  can  be  fine  tuned  to  your  changing  needs. 

We  can  make  such  a  promise  because  we  can  fulfill  it. 
With  a  full  range  of  investment  opportunities  ranging  from 
current  income  and  high  liquidity  investments  to  growth  and 
capital  appreciation  investments. 

In  other  words,  as  you  develop  plans  for  your  leisure  years, 
we  can  offer  what  you  need,  rather  than  merely  sell  you  what 
we  have. 

But  then  we  should  be  good  at  what  we  do.  We've  been 
managing  money  for  119  years  and  currently  have  over  $4.5 
billion  in  assets  under  management  in  two  basic  groups:  a  select 
group  of  private  accounts  which  we  manage  separately  for  indi- 
viduals and  institutions  and  a  family  of  select  mutual  funds. 

We  manage  money  for  people  much  like  yourself  who 
want  to  know  that  when  they  have  a  need  for  retirement  funds, 
they'll  have  no  need  for  concern. 

IRA  or  Keogh.  Check  the  appropriate  box  (or  boxes)  on 
the  coupon.  Don't  put  it  off  It's  to  your  advantage  to  act  now. 


WA  J-&W.  Seligman  &  Co.  Marketing,  Inc. 

\}WS  One  Bankers  Trust  Plaza.  New  York,  N.Y.  10006  (212)  488-0200 


Capital  Markets 


How's  a  small  investor  to  compete  with 
giant  institutions?  There  are  ways. 

PEBBLES  ON 
THE  BEACH 


By  Ben  Weberman 


Giants  tread  Wall  Street  these  days. 
How  is  a  small  investor  to  compete 
with  them?  After  all,  the  Fayez  Sar- 
ofims  and  Capital  Guardians  of  this 
world,  with  $18.5  billion  in  assets 
under  management  between  them, 
have  access  to  information  the  little 
guy  doesn't  have. 

Never  mind.  A  lot  of  individuals 
do  all  right.  One  way  they  do  so  is  to 
look  for  pockets  in  the  market  so 
small  that  mega-institutions  can't 
be  bothered  with  them — imperfec- 
tions in  the  market  that  smart  in- 
vestors can  take  advantage  of.  Con- 
vertible debentures,  for  example. 
They  are,  of  course,  issued  as  deben- 
tures but  are  convertible  into  the 
issuer's  common  stock  at  a  speci- 
fied price.  Convertible  issues  are 
usually  so  small  as  to  be  useless  to  a 
huge  institution  trying  to  balance 
its  portfolio  among  stocks,  bonds, 
real  estate,  foreign  investments  and 
so  forth.  Thus,  convertibles  don't 
always  trade  actively.  They  often 
sell  lower  in  price  and  higher  in 
yield  in  the  secondary  market  than 
they  would  under  the  glare  of  the 
institutional  spotlight. 

Small  pension  funds  and  money 
managers  have  known  this  for  some 
time.  Take  John  P.  Calamos  of  Nod- 
dings,  Calamos  &  Associates,  Inc.,  a 
small  Chicago-based  money  man- 
ager, who  uses  only  convertibles  for 


Ben  Weberman  is  economics  editor  of 
Forbes  magazine. 


his  firm's  $90  million  portfolio. 

Remember  that  convertible  de- 
bentures are  not  bonds  but  unse- 
cured promises  to  pay,  although 
they  carry  a  specified  rate  of  interest 
like  bonds.  In  the  market  they 
sometimes  act  like  bonds  and  some- 
times like  stocks.  Forces  of  both  the 
stock  and  bond  markets  act  upon 
convertibles — a  useful  phenom- 
enon, as  we  shall  see. 

Take  a  debenture  convertible  into 
common  at  $20  a  share.  The  conver- 
sion terms  may  put  it  another 
way — specifying  that  each  $1,000 
face  value  is  convertible  into  50 
shares  of  common,  for  example. 
When  the  underlying  stock  is  sell- 
ing for  less  than  20,  it  is  likely  to 
pull  down  the  price  of  the  deben- 
ture, but  only  until  it  reaches  the 
yield  of  similar-quality  debt  in  the 
bond  market.  At  this  point,  which  is 
called  its  investment  value,  the 
bond  market  puts  a  floor  under  it. 
Thus  a  convertible  provides  a  bal- 
ance between  fixed  income  and  the 
capital-gain  potential  of  equity.  The 
debenture  portion  provides  down- 
side protection,  while  the  conver- 
sion privilege  is  an  equity  kicker. 

You  pay  a  price  for  this,  of  course. 
As  a  rule,  new  convertibles  are 
brought  to  market  with  a  conver- 
sion price  15%  to  20%  over  the 
price  of  the  underlying  common. 
And  they  usually  carry  an  interest 
rate  2%  to  3%  less  than  that  of 
straight  debentures  issued  by  the 
same  company. 

The  trick  is  to  find  the  most  over- 
looked of  these  overlooked  issues. 
Take  the  8'/2%  debentures  of  Fair 
Lanes,  Inc.,  which  convert  into  the 
common  stock  of  Brunswick  Corp., 
a  recently  hot  stock.  Not  many  peo- 
ple are  aware  of  that,  because  the 
convertible  trades  over-the-counter 
under  the  Fair  Lanes  name.  "You  had 
to  read  the  footnote  on  the  Fair  Lanes 
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prospectus  to  know  it  converted  into 
Brunswick  common,"  says  John  Ca- 
lamos. "And  it  was  a  small  issue — 
less  than  $25  million  in  an  arena 
where  the  average  new  issue  is  $60 
million."  Moreover,  even  though 
the  debt  was  issued  less  than  a  year 
ago,  the  company  redeemed  more 
than  98%  in  early  December  when  it 
offered  to  pay  the  interest  due  on 
Dec.  1,  plus  what  amounted  to  near- 
ly an  additional  year's  interest  to  any 
holder  who  would  convert  into  the 
Brunswick  stock  at  the  conversion 
price  of  $20.70.  The  stock  was  trad- 
ing at  28.  When  Noddings  bought 
the  Fair  Lanes  debentures  last  July, 
they  were  selling  at  103,  and  Bruns- 
wick common  was  at  19.  The  com- 
mon was  at  29  Ve  recently,  and  the 
debentures  at  135.  A  nice  little  wind- 
fall for  footnote  readers,  most  of 
whom  were  happy  to  wind  up  with 
the  Brunswick  stock. 

Another  issue  Calamos  likes  is  the 
CIGNA  8s  of  2007,  convertible  into 
shares  of  Paine  Webber  stock  it  inher- 
ited from  the  merger  of  Connecticut 
General  with  INA.  CIGNA  wanted 
to  rid  itself  of  the  stock — so  much  so 
that  it  reduced  the  conversion  premi- 
um, originally  15%,  to  12%,  and 
finally  to  8.4% .  That  compares  with 
the  15%-to-20%  norm. 

The  CIGNA  debentures  present 
an  interesting  parlay,  Calamos 
points  out.  "CIGNA  has  a  fine  fi- 
nancial rating  on  its  debt,  while  the 
underlying  Paine  Webber  stock  is 
much  more  speculative  and  aggres- 
sive," he  says.  Now  the  debenture  is 
selling  at  98,  actually  down  a  little 
from  the  initial  price  of  par. 

By  investing  exclusively  in  con- 
vertibles, Noddings,  Calamos  has 
had  a  345%  return  on  its  portfolios 
since  1976  (assuming  reinvestment 
of  interest  and  dividends).  Clearly, 
there  are  advantages  in  looking  for 
these  pebbles  on  the  beach.  One  cave- 
at, though:  It  takes  work  for  an  indi- 
vidual investor  to  match  that  perfor- 
mance. There's  not  much  informa- 
tionaround  about  convertibles.  Most 
are  traded  over-the-counter,  and 
prices  are  not  reported  in  the  daily  or 
weekly  journals.  You  have  to  keep 
track  of  the  issues  in  trade  journals 
such  as  Standard  &  Poor's  monthly 
Bond  Guide  or  have  a  broker  who 
specializes  in  convertibles,  such  as 
Drexel  Burnham's  Los  Angeles  crew. 
But  then,  that's  how  overlooked  in- 
vestments get  to  be  overlooked.  ■ 
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Stock  Trends 


You  may  have  a  market fling  for fun  and 
profit,  if  these  low-price  stocks  do  as  well 
as  last  year  s  "play -money"  picks. 


SIX  PACK 


By  Aon  C.  Brown 


Okay,  okay.  I  hear  you!  I  know  that 
not  everyone  who  reads  Forbes  is  a 
millionaire.  I  know  that  some  of 
you  could  have  cared  less  last  year 
when  I  recommended  IBM  at  117, 
NCR  at  122  and  Texas  Instruments 
at  118.  Good  investments  they  may 
have  been  but  not  much  fun.  No 
instant  doubles  or  triples  in  these 
three-digit  classic  stocks.  Buy  a 
hundred  shares  of  any  one  of  them 
and  poof — there  goes  a  too-big 
chunk  of  your  money. 

Last  year  I  put  together  a  list  of 
low-price  stocks  that  would  cost  no 
more  than  an  evening  of  dinner  and 
the  theater  in  New  York  (Forbes, 
Feb.  28,  1983).  If  you  had  opted  for 
the  stocks  and  had  had  the  good 
fortune  to  sell  at  the  highs,  you 
would  have  made  over  70%  on  your 
speculation.  Even  if  you  stayed  with 
these  cheapies  as  they  retraced 
some  of  their  gains,  you  would  be 
up  about  30% — 3  times  better  than 
a  money  fund  and  a  whole  lot  better 
than  a  package  of  pricey,  household- 
name  stocks:  Eastman  Kodak,  John- 
son &  Johnson,  Kroger,  Aetna  Life 
and  PepsiCo. 

The  inexpensive  picks  for  1984 
start  off  with.  AirCal,  Inc.  (12 — o-t-c), 
which  was  an  above-average  loser  in 
1982,  worked  its  way  into  a  profit- 
able quarter  last  year  and  could 
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equity  advisory  and  portfolio  management 
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show  earnings  of  as  much  as  $2.50 
per  share  this  year,  possibly  $3  to  $4 
in  1985.  Airline  traffic  is  expected 
to  grow  nearly  twice  as  fast  as  ca- 
pacity over  the  next  couple  of  years, 
and  AirCal  should  get  its  share  of 
this  overall  industry  passenger  in- 
crease. In  addition,  the  carrier 
stands  to  benefit  from  the  Califor- 
nia Gold  Rush  of  '84,  since  the  state 
hosts  both  the  Summer  Olympics 
and  the  Democratic  National  Con- 
vention this  year. 

If  it's  good  enough  for  General 
Electric,  is  it  good  enough  for  thee? 
American  Well  Servicing  (7)  is  a  di- 
versified energy  company  in  which 
Ladd  Petroleum,  a  subsidiary  of 
GE,  now  owns  a  28%  interest.  The 
company  should  profit  from  an  in- 
crease in  well-servicing  and  an  in- 
crease in  existing  pipeline  rev- 
enues and  from  new  producing 
wells  drilled  last  year.  American 
Well  also  has  signed  a  contract  to 
supply  natural  gas  to  Big  Three 
Industries'  Houston  plant,  with  ad- 
ditional contracts  likely.  Estimated 
earnings  per  share  are  for  $1.50  in 
1984  and  $2.50  in  1985. 

It  has  been  years  since  I  recom- 
mended a  savings  and  loan  stock, 
and  it  may  be  a  bit  early,  but  Home 
Federal  Savings  &  Loan  (14 — o-t-c) 
just  plain  looks  cheap.  It  would  ap- 
pear that  the  savings  and  loan  in- 
dustry can  stand  a  possible  100-  to 
200-  basis-point  increase  in  interest 
rates — the  worst-case  scenario  fore- 
cast for  1984.  Home  Federal  S&L 
has  a  diversified  earnings  base,  high 
relative  equity  and  a  multiple  4.7 
times  this  year's  estimated  earnings 
per  share  of  $3,  up  from  $1.85  an- 
ticipated to  be  reported  for  the  year 
just  ended. 

Once  upon  a  long  time  ago — 
August  1980,  to  be  exact — I  liked 
Toro  (11)  at  14,  and  it  ran  to  24 
before  the  end  of  that  year.  Since 
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then,  it  has  been  downhill  all  the 
way  for  this  maker  of  snowthrow- 
ers,  powermowers  and  all  kinds  of 
lawn-care  equipment.  The  weather 
did  not  cooperate  and  there  was  no 
snow  in  1981  and  1982,  which  hurt 
business  badly.  However,  things 
appear  to  be  turning  around  under 
better  management  and  worse 
weather.  Preliminary  estimates  put 
Toro's  July  1984  fiscal  earnings  per 
share  at  somewhere  between  75 
cents  and  $1.  The  company  may  be 
able  to  triple  these  earnings  over 
the  next  three  to  five  years,  espe- 
cially if  the  winters  are  whiter 
than  usual. 

Reeves  Communications  (10 — o-t-c) 
is  the  company  behind  a  couple  of 
movies  you  won't  find  among  the 
Oscar  nominees— Porky 's  II  and 
Jaws  3-D — and  television  shows 
That's  Incredible  and  (one  of  my  fa- 
vorites) Gimme  a  Break.  Profits 
were  drilled  in  fiscal  1983  (ended 
in  June)  by  a  dreary  overseas  per- 
formance, largely  because  of  the 
continued  strength  in  the  dollar. 
With  over  half  of  this  movie/TV/ 
direct-product  marketing  com- 
pany's sales  coming  from  abroad, 
earnings  are  difficult  to  estimate, 
but,  as  of  the  moment,  fiscal  1984 
earnings  could  be  $1.40  per  share. 
As  a  result  of  syndication  profits, 
which  are  expected  to  be  large  in 
1985  and  1986,  earnings  could  rise 
smartly. 

If  International  Banknote  (4)  gets 
as  high  this  year  as  it  did  last,  you 
could  almost  double  your  money. 
And  business  is  improving  for  this 
printer  and  engraver  of  everything 
from  food  stamps  to  traveler's 
checks  to  stock  certificates  for 
AT&T.  Longer  term,  new  currency 
printing  techniques  and  3-D  holo- 
grams to  help  prevent  credit-card 
counterfeiting  could  pay  off  hand- 
somely for  the  company.  Earnings 
per  share  are  estimated  at  70  cents 
for  1984,  vs.  an  anticipated  loss  of 
the  same  size  last  year. 

Down  but  not  out:  South/and 
Corp..  (32)  recommended  last  issue 
as  a  stock  with  a  lot  of  promise, 
still  looks  promising,  even  though 
management's  unexpected  an- 
nouncement of  lower-than-esti- 
mated  earnings  for  1983  caused  the 
institutions  to  dump.  Per-share 
1984  earnings  estimates  continue 
at  $4  to  $5.  ■ 


128 


FORBES,  JANUARY  16,  1984 


tisement 


CORPORATE 
REPORT 


PECIAL  FORBES  ADVERTISING  SERVICE  FOR  INVESTORS  AND  THE  FINANCIAL  COMMUNITY 

N  New  York  Stock  Exchange       A  American  Stock  Exchange       O  Over-the-Counter       P  Pacific  Stock  Exchange 


mm 


OIL  CORPORATION  A 

AL,  UT.,  NOV.  16— Cecil  C.  Wall,  president  of  Altex 
aration  (ASE:A0C),  announced  today  the  completion 
ompany's  annual  reserve  report.  Proved  developed 
ig  reserves  at  September  30,  1983,  as  reported  by 
Bergeson  and  Associates  of  Golden,  Colorado, 
d  from  112,630  to  506,400  barrels  of  oil  and  from 
to  344,300  MCF  of  gas  with  a  future  net  revenue 
ig  from  $1,204,879  to  $6,904,426.  The  present 
iscounted  at  10  percent,  of  estimated  future  net 
(unescalated)  of  proven  developed  producing  re- 
ncreased  from  $937,054  to  $3,858,762.  Mr.  Wall 
id  the  increase  to  acquisitions  made  by  the  corn- 
ring  the  year  and  to  extensive  work  performed  on 
3f  the  company's  producing  properties  to  increase 
iduction. 

(/all  also  noted  that  the  company's  undeveloped 
d  interest  continues  to  provide  exposure  to  oil  and 
's  in  the  Rocky  Mountains,  Mid-Continental  Oil  and 
serves  Inc.,  of  Dallas,  Texas  recently  announced 
r  development  of  a  major  carbon  dioxide  gas  deposit 
ern  Utah.  The  discovery  well,  the  1  charger,  located 
Dn  29  of  32S  and  3E,  Northern  Garfield  County, 
on  open  flow  of  124,347,000  cu.  ft.  per  day  at  the 
spth  of  3,428  ft.  Altex  holds  overriding  royalty 
s  of  three  to  four  percent  in  4122  acres  of  the  12,385 
eral  unit  containing  the  discovery  well.  Additionally, 
pany  holds  overriding  royalty  interests  of  two  to  five 

in  10,500  acres  adjacent  to  the  federal  unit, 
ary  estimates  are  that  the  structure  holds  between 
on  and  4  trillion  cubic  feet  of  carbon  dioxide  gas. 
development  of  the  structure  will  continue  next 
iccording  to  Mid-Continent, 
act:  Cecil  C.  Wall,  President,  Altex  Oil  Corporation, 
St.,  Suite  300  Denver,  CO  80202.  Phone:  (303)  534- 

Kirk  Jolley,  Secretary/Treasurer,  Altex  Oil  Corpora- 
3  North  Vernal  Ave.,  P.O.  Box  666,  Vernal,  UT  84078. 
801)  789-4550.) 


K  INC  N 

)  NEW  YORK,  NY.— The  board  of  directors  of 
,  Inc.  (NYSE-PSE)  today  declared  a  fourth  quarter 
I  of  20  cents  per  share,  payable  December  20th  to 
ders  of  record  December  6th,  1983. 
'EK  had  increased  its  quarterly  dividend  rate  to  20 
;r  share  with  the  September  30th  payment,  following 
for-one  stock  split  earlier  in  the  third  quarter.  The 
al  manufacturer  had  previously  paid  the  equivalent 
arts  per  share  quarterly. 

ourth  quarter  dividend  brings  AMETEK's  total  pay- 
n  1983  to  70  cents  per  share,  a  17%  increase  over 
the  company  paid  in  1982,  and  marks  the  34th 
tive  year  in  which  AMETEK  has  raised  its  total 
i  payments  to  stockholders.  The  company  recently 
I  its  fifth  consecutive  quarter  of  record  earnings  in 
od  ending  September  30th,  with  net  income  up  24 
on  the  highest  quarterly  sales  in  AMETEK's  history, 
tact:  Darrah  E.  Ribble,  Jr.,  AMETEK,  Inc.,  Station 
Two,  Paoh,  PA  19301.  Phone:  (215)  647-2121.) 


RS  ASSOCIATES  INC.  N 
Gets  $16.8  Million  Defense  Contract 

IUA  NH — Sanders  Associates  Inc.  said  it  received  a 
lillion  Air  Force  Contract  to  provide  spare  units  for 
ALQ-137  Electronic  Countermeasure  systems  for  the 
Air  Command's  EF- 111  advanced  Electroinc  War- 
craft. 

tact:  Ray  Hall,  Manager  Public  Relations,  Sanders 
tes,  Inc.,  Daniel  Webster  Highway,  South,  Nashua, 
61.  Phone:  (603)  885-2817.) 


SHONEY'S  INC.  O 
Shoney's  Reports  Record  Sales  and  Earnings 
Net  Income  (from  Operations)  up  30% 
Profit  Margin  Highest  in  Ten  Years 

NASHVILLE,  TENNESSEE  (December  20,  1983)— Shoney's 
Inc.  today  reported  record  revenues  and  net  income  for  the 
fiscal  year  ended  October  30,  1983. 

In  fiscal  1983,  Shoney's  completed  its  98th  consecutive 
record  quarterly  comparison  of  revenues  and  net  income 
(from  operations).  Revenues  for  fiscal  1983  increased  18% 
to  $397,799,000  from  $337,380,000  in  fiscal  1982.  Rev- 
enues for  Fiscal  1983  increased  21%  after  excluding  the 
1982  gams  from  exchanges  of  stock. 

Net  income  from  operations  for  fiscal  1983  rose  30%  to 
$23,242,000  from  $17,841,000  in  fiscal  1982.  Net  income 
per  share  (from  operations)  increased  26%  to  $1.16  in 
fiscal  1983  from  $.92  in  fiscal  1982. 


Net  Income 


Net  Income  Per  Share 


From  Operations  $23,242,000  $17,841,000  $116  $.92 
Nonrecurring  items  5,394,000  .28 


$23,242,000  $23,235,000 


$1.16 


$1.20 


Average  shares  outstanding 


20,040745  19,394,933 


The  nonrecurring  items  for  1982  of  $5,394,000  ($.28  per 
share)  included  gains  from  exchanges  of  stock  of 
$6,611,000  less  $1,217,000  from  the  writeoff  of  goodwill. 
These  gains  resulted  from  the  exchange  of  stock  in  22  KFC 
units  for  194,208  shares  of  Hueblein  Inc.  stock  and  the 
subsequent  exchange  of  the  Heublem,  Inc.  stock  for  a 
combination  of  common  and  preferred  stock  of  R.J.  Reynolds 
Industries,  Inc. 

R.L  Danner.  Chief  Executive  Officer  of  Shoney's,  Inc., 
said,  "The  30%  gain  achieved  in  net  income  (from  oper- 
ations) reflects  the  opening  of  new  units  and  a  continued 
strong  customer  count.  The  average  unit  sales  of  all 
company-owned  restaurants  increased  9.6%  resulting  in  a 
real  sales  gain  of  6.3%  after  deducting  menu  price  in- 
creases. Profit  margins  improved  as  the  ratio  of  net  income 
(from  operations)  to  sales  reached  5.8%,  the  highest  level 
in  ten  years.  We  expect  fiscal  1984  to  complete  more  than  a 
quarter  of  a  century  of  record  operating  results." 

The  Board  of  Directors  increased  the  quarterly  dividend 
from  $.0375  to  $.04  per  share.  The  dividend  is  payable 
January  26,  1984  to  stockholders  of  record  January  10, 
1984. 

Shoney's  Inc.  operates  and  franchises  1,054  restaurants 
including  Shoney's,  Captain  D's,  Lee's  Famous  Recipe  Fried 
Chicken  and  a  Specialty  Group. 

The  common  shares  of  Shoney's,  Inc.  are  traded  over-the- 
counter  with  the  NASDAQ  symbol  SHON. 

(Contact:  Taylor  Henry,  Jr.  Shoney's  Inc.  1727  Elm  Hill 
Pike,  Nashville,  Tenn.  37202  Phone  (615)  361-5201.) 


TELECOM  PLUS  INTERNATIONAL,  INC.  O 

LONG  ISLAND  CITY,  N.Y.,  Nov.  15— Telecom  Plus  Interna- 
tional, Inc.  (OTC:  NASDAQ  symbol:  TELE)  announced  today 
that  it  has  entered  into  an  agreement  in  principle  to 
purchase  the  Interconnect  Division  of  Com  Systems,  Inc.  of 
California,  one  of  the  West  Coast's  largest  private  telephone 
companies. 

The  company's  corporate  headquarters  is  located  in 
North  Hollywood,  with  sales  and  service  locations  in  Bur- 
lingham,  Milpitas,  Stockton,  Ventura,  Tustin,  and  Torrance, 
California,  as  well  as  regional  offices  in  Las  Vegas  and 
Sparks,  Nevada.  Com  Systems'  client  base  includes  such 
companies  as  Paramount  Pictures  Corporation,  Burbank 
Studios,  the  Hilton  Hotels  Corporation,  IBM,  Mattel,  Inc.,  the 
Memorex  Corporation,  Rockwell  International,  and  the  Hyatt 
Hotels  Corporation. 

The  nine  year  old  firm  employs  nearly  200  people  in  its 
Interconnect  Division,  and  reported  revenues  of  approxi- 


mately $18  million  in  fiscal  1983. 

In  making  the  announcement,  Thomas  J.  Burger,  Presi- 
dent of  Telecom  Plus  International,  Inc.,  said  that  "the 
agreement  with  Com  Systems,  Inc.  is  of  major  significance 
for  Telecom  Plus  in  that  it  brings  us  closer  to  our  goals  of 
serving  the  national  business  community,  and  gives  us  a 
firm  foothold  and  base  for  growth  on  the  West  Coast." 

Telecom  Plus  designs,  markets  and  installs  business 
communications  systems  through  a  network  of  offices  in  20 
states,  the  District  of  Columbia,  and  the  Commonwealth  of 
Puerto  Rico,  and  is  the  nation's  largest  private  communica- 
tions company,  serving  more  than  21,000  business  clients. 

(Contact:  Glenn  Friedman,  Director  of  Corporate  Rela- 
tions, Telecom  Plus  International,  Inc.,  48-40  34th  Street, 
Long  Island  City,  NY  11101.  Phone:  (212)  392-7700.) 


UNITED  ENERGY  RESOURCES,  INC.  N 

(UER)  HOUSTON,  TX. — The  Board  of  Directors  of  United 
Energy  Resources,  Inc.,  today  declared  a  quarterly  dividend 
of  62  cents  per  share  payable  January  3,  1984  to  holders  of 
common  stock  of  record  on  December  9,  1983. 

United  Energy  Resources,  parent  company  of  United  Gas 
Pipe  Line  Company  (interstate  gas  transmission),  United 
Texas  Transmission  Company  (intrastate  gas  transmission), 
Cotton  Petroleum  Corporation  (oil  and  gas  exploration, 
development  and  production),  United  Energy  Services  Com- 
pany (contract  drilling  and  well  servicing)  and  PetroUnited, 
Inc.  (bulk  liquids terminaling  and  marketing),  had  27,819,736 
shares  outstanding  as  of  October  31,  1983. 

(Contact:  Marvin  L.  Brown,  Jr.,  United  Energy  Resources, 
Inc.,  P.O.  Box  1478,  Houston,  TX  77001.  Phone:  (713)  229- 
5373). 


VARLEN  CORPORATION  O 

ROLLING  MEADOWS,  IL,  Nov.  28— John  A.  Moran,  Chair- 
man and  Chief  Executive  Officer  of  Varlen  Corporation  (OTC, 
NASDAQ:  VRLN),  today  announced  the  results  of  the  corpora- 
tion's operations  for  the  third  fiscal  quarter  ended  Oct.  29, 
1983.  Mr.  Moran  stated: 

"With  the  completion  of  the  third  quarter  of  our  fiscal 
year,  Varlen  Corporation's  sales  and  profits  continued  to 
demonstrate  improvement,  producing  the  strongest  quarter 
of  the  year.  Sales  volume  of  $29,529,000  resulted  in  after- 
tax profits  of  $1,710,000  as  compared  with  $28,300,000 
and  $1,260,000  for  the  comparable  quarter  of  1982  for  an 
increase  of  approximately  36  percent.  Per  share  earnings 
were  $.42  as  comapred  with  $.32  per  share  in  the  like  period 
last  year.  With  order  backlogs  up  12  percent  from  the  1982 
quarter,  prospects  for  the  fourth  quarter  are  encouraging." 

Varlen  is  a  diversified  manufacturer  of  railroad  equip- 
ment, custom  tubular  metal  products  and  loose  leaf  metals 
for  the  bindery  industry.  Varlen  also  constructs  and  erects 
storage  tanks  for  the  petroleum,  chemical  and  process 
industries,  rebuilds  and  services  railroad  locomotives  and 
rebuilds  crankshafts,  large  diesel  engines  and  heavy  indus- 
trial process  equipment. 

(Consolidated.  Unaudited) 
3rd  Qtr.  Ended  Oct.  29       9  Mos.  Ended  Oct.  29 
1983(a)        1982         1983(a)  1982 
Sales  $29,529,000  $28,300  000  $83,378,000  $86,833,000 

Earnings  before  federal 
Income  taxes  3,171,000    2,388.000    7.739,000  8,050,000 

Federal  income  taxes  1,461,000    1,128,000    3,507.000  3.579,000 

Net  earnings  $1,710,000     $1  260.000  $4,232,000  $4,471,000 

Weighted  average  number 
of  shares  outstanding      4,044,839       3,996.706    4,028.105  3.998,359 
Earnings  per  share  $.42  $32         $1.05  $1.12 

(a)  The  above  consolidated  statements  include  the  results  of  Forsyth  Engineering  & 
Machine  Corporation  acquired  on  June  16,  1983.  accounted  for  under  the  purchase 
method  of  accounting  from  the  effective  date 

(Contact:  Richard  E.  Sullivan,  Senior  Vice  President, 
Varlen  Corporation,  One  Crossroads  of  Commerce,  Rolling 
Meadows,  IL  60008.  Phone:  (312)  398-2550.) 


(For  advertising  information  on  Corporate  Report  Updates,  call  Sarah  Madison  (212)  620-2371.) 


Venture  Capital 


MONEY  &  INVESTMENTS 


Heed  the  words  of  a  business  sage:  Don't 
let  yourself  be  blindsided  by  prosperity. 

TOM  WATSON'S 
TIMELESS  ADVICE 


By  Thomas  P.  Murphy 


Most  business  failures  do  not  stem 
from  bad  times.  They  come  from 
poor  management,  and  bad  times 
just  precipitate  the  crisis.  It  is  dur- 
ing prosperous  times — the  kind  we 
are  coming  into  now — when  we 
sow  the  seeds  for  the  next  bumper 
crop  of  bankruptcies. 

I  won't  claim  credit  for  the  above 
observation.  It  came  to  me  from  the 
late  Arthur  K.  (Dick)  Watson,  youn- 
ger son  of  Thomas  J.  Watson  Sr., 
who  founded  IBM.  His  father,  Dick 
told  me,  was  serene  and  confident 
in  bad  times.  While  the  rest  of  the 
world  was  wringing  its  hands  or  sit- 
ting on  them,  Tom  Watson  was 
forceful,  confident  and  moving 
ahead.  But  prosperity  unsettled 
him.  He  was  uneasy  with  it.  Like  a 
good  ship's  engineer,  he  could  de- 
tect those  faint  sounds  of  trouble 
others  found  easy  to  ignore. 

As  with  so  many  stories  I  heard 
from  Dick  Watson  during  the  years  I 
worked  for  him,  that  story  about  his 
father  puzzled  me.  I  brooded  about 
it:  Why  this  curious  fear  of  good 
times  in  business? 

It  was  only  after  I  had  been 
through  a  whole  economic  cycle  in 
the  venture  business  that  I  realized 
why  Tom  Watson  was  unsettled  by 
good  times.  They  really  are  the 
times  when  we  sow  the  seeds  of  our 
own  later  destruction.  Recessions 
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are  blamed  for  failures,  but  in  fact 
they  are  simply  harvest  times  for 
the  crops  of  seeds  so  lightheartedly 
sown  in  better  days. 

What  are  the  signs?  What  is  the 
difference  between  taking  advan- 
tage of  prosperity  and  being  be- 
guiled by  it? 

One  sign,  I  think — it  is  a  broad 
one — is  taking  on  projects  that  have 
to  succeed  or  they  will  take  the 
company  down  with  them.  This  is 
the  kind  of  project  some  business- 
men are  tempted  to  undertake 
when  things  are  booming  and  they 
are  feeling  especially  macho.  There 
is  rarely  justification  for  reacting 
like  a  poker  player  turned  compul- 
sive gambler  and  pushing  every- 
thing into  the  center  of  the  table. 
Businesses  are  just  too  hard  to  start 
to  risk  them  when  anything  short  of 
survival  is  at  stake.  Of  course,  I  am 
not  talking  about  startup  compa- 
nies, which  are  always  a  gamble, 
but  about  drawing  to  an  inside 
straight  with  the  future  of  an  estab- 
lished business. 

Sloppiness,  especially  with  peo- 
ple, is  another  seed  that  is  sown  in 
good  times  and  reaped  in  bad.  When 
orders  are  pouring  in,  and  custom- 
ers are  courting  the  sales  force,  it  is 
not  hard  to  convince  yourself  that 
now  is  the  time  to  scoop  up  every- 
one you  can  hire  just  to  fill  those 
orders.  Don't  do  it.  Lose  orders.  Lose 
share  of  market.  But  don't  lose  con- 
trol of  the  business  by  bringing  in 
weak  personnel.  Their  ineptness, 
their  lack  of  real  loyalty  and  the 
inability  to  train  them  properly  will 
hurt  margins  in  good  times  and  de- 
stroy the  business  in  bad. 

Though  it  shows  up  later  in  a 
business'  life,  bidding  wars  to  get 
key  personnel  are  another  sign  of 
trouble  ahead.  For  example,  this  is 
the  second  year  of  boom  times  on 
Wall  Street,  and  some  wire  houses 


are  deep  into  this  kind  of  thing.  I 
have  heard  of  successful  stock  sales- 
men who  are  demanding — and  get- 
ting—$75,000  to  $150,000  in  up- 
front bonus  money,  as  well  as  vice 
presidencies,  as  a  reward  for  switch- 
ing loyalties.  But  loyal  for  how  long? 

The  millennium  delusion  is  an- 
other of  prosperity's  beguiling  traps. 
In  the  late  1960s,  for  instance,  a 
great  many  otherwise  intelligent 
business  people  fell  into  the  delu- 
sion that  prosperity  was  going  to  go 
on  forever.  With  our  superior  under- 
standing of  economics,  the  reason- 
ing went,  the  extremes  of  the  busi- 
ness cycle  were  things  of  the  past. 
Wise  government  policy  would 
eliminate  them.  A  sharp  little  reces- 
sion in  1971  came  as  a  nasty  shock 
to  this  belief,  but  1974  was  the  abso- 
lute killer.  It  was  a  killer  because 
the  logic  of  the  millennium  delu- 
sion leads  people  to  overexpand  and 
to  become  avid  borrowers.  And  just 
at  the  time  when  they  should  be 
cutting  back. 

Until  I  had  considerable  personal 
experience  in  running  businesses, 
old  Tom  Watson's  words — as  ex- 
pressed to  me  by  his  son — didn't 
make  much  sense.  How  could  pros- 
perity be  more  dangerous  than  re- 
cession? Well  it  can  be  and  it  is.  It 
was  for  good  reason  that  Tom  Wat- 
son Sr.  was  regarded  as  one  of  the 
great  businessmen  of  all  times. 

This  column  may  sound  faint- 
hearted and  old  fogeyish  to  ambi- 
tious young  business  people,  eager 
to  turn  the  rising  economy  to  maxi- 
mum advantage.  To  paraphrase: 
Whom  the  gods  would  destroy,  they 
first  make  overconfident. 

By  the  way,  there  is  a  flip  side  to 
Tom  Watson's  advice:-  Just  as 
booms  are  a  time  for  caution  so  are 
recessions  a  time  for  boldness.  Wat- 
son knew  this  well.  During  the 
depths  of  the  Depression,  Watson, 
unwilling  to  lay  people  off,  kept 
turning  out  punch-card  machines 
for  which  there  was  no  visible  mar- 
ket. Then  came  the  New  Deal  and 
Social  Security,  and  IBM  was  the 
only  company  able  to  supply  the 
needed  equipment.  IBM  made  a 
great  step  forward  when  other  com- 
panies were  pulling  in  their  horns. 

The  time  to  be  bold  is  when  near- 
ly everyone  else  is  timid.  But  when 
nearly  everyone  else  is  bold,  a  little 
timidity  is  an  excellent  thing  to 
have.  ■ 
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In  today's  nervous  stock  market  should  you. . . 


*uy?  Sell?  Do  Nothing? 

More  specifically,  what  should  you  do  NOW  about 
these  (or  1700  other)  fast-changing  stocks? 


AMER.  TEL.  &  TEL. 
BRISTOL-MYERS 
CHRYSLER  CORP. 
CONSOL.  EDISON 
DAYTON  POWER  &  LT. 
DIGITAL  EQUIPMENT 
EASTERN  AIRLINES 


EXXON  CORP. 
FORD  MOTOR 
GEN'L  MOTORS 
GULF  OIL 

INT'L  BUSINESS  MACH. 
MOBIL  CORP. 
OZARK  AIRLINES 


SEARS,  ROEBUCK 
STANDARD  OIL  (CAL.) 
TANDY  CORP. 
VERBATIM  CORP. 
WARNER  COMMUNICAT. 
WASTE  MANAGEMENT,  INC 
XEROX  CORP. 


I've  picked  the  21  stocks  above  for 
stration — from  more  than  1700  regularly 
/ered  by  The  Value  Line  Investment 
rvey — because  each  has  recently  been 
the  "most  active"  list  and  may  therefore 
of  special  interest. 

9  stock  market,  and  the  investment 
ues  therein,  are  now  going  through  a 
tat  deal  of  rapid  change.  This  is  no  time  to 
on  your  hands.  It  is  urgent,  we  think,  that 
j  check  without  delay  every  stock  that  in- 
asts  or  concerns  you  to  see  if  it  currently 
jrs  the  investment  credentials  most  im- 
'tant  to  you.  To  illustrate,  let's  look  at  the 
cks  listed  above: 

iRFORMANCE:  Every  one  of  these 
cks— af  one  time  or  another — has  offered 

prospect  of  superior  relative  price  per- 
mance.  Right  now,  however,  Value  Line 
ngs  suggest  that  6  of  these  stocks  should 
avoided  for  the  time  being.  On  the  other 
id,  we  estimate  that  8  of  the  stocks  above 

clearly  outperform  most  other  stocks  in 

next  12  months. 

^FETY:  12  of  the  stocks  listed  carry 
>erior  Value  Line  ratings  for  Safety, 
aning  they  have  typically  demonstrated 
later  price  stability  than  the  majority  ol 
cks.  The  other  stocks  on  the  list  rate  only 
irage  or  lower  on  this  score. 
ELD:  The  dividend  yields  of  these 
cks  estimated  by  Value  Line  for  the  12 
nths  ahead  range  all  the  way  from  Nil  to 
3%.  Thirteen  of  the  stocks  offer  yields 
ow  6.0%.  Only  6  stocks  provide  yields  of 
or  higher. 

>PRECIATION:  Value  Line's  es- 
ates  of  Appreciation  Potential  in  the  next 
d  5  years  for  these  stocks  range  all  the 
I  from  55%  up  to  nearly  385%.  Eight 
cks  offer  long-term  potentials  of  150%  or 
her. 

ie  data  above  come  from  the  Issue  of 
4/83  The  Value  Line  Survey.  For  actual 
sstment  decisions,  be  sure  to  see  the 
»sf  weekly  Value  Line  edition.) 

HERE  ELSE  CAN  YOU  GET  ALL 

IIS? 

ue  Line  gives  you  the  key  ratings  outlined 
jve,  updated  every  week,  for  EACH  of 
)0  stocks — so  you  can  make  coherent 
nparisons  of  any  stock  against  any 
ers  with  respect  to  the  investment  at- 
iutes  you  care  about.  In  addition,  Value 
e  regularly  presents  comprehensive  full- 
je  Research  Reports,  with  15-year  vital 
tistics,  for  each  of  1700  stocks.  We  apply 
same  quality  and  comprehensiveness  of 
earch  and  evaluation  not  only  to  virtually 
iry  "big  name"  stock  (like  the  ones  listed 
ive)  but  also  to  more  than  a  thousand 
sser"  stocks— which  make  up  a  signifi- 
it  part  of  a  great  many  portfolios.  We 
lize  that  when  YOUR  money  is  involved, 


an  investment  in  U.S.  FILTER  can  be  just  as 
important  as  the  same  amount  in  U.S. 
STEEL.  If  you  want  to  re-assess  your  stock 
portfolio  with  an  eye  to  greater  rewards 
and/or  lower  risks  in  today's  unusual 
market.  ...  if  you  want  to  make  rational 
decisions  about  what  stocks  to  hold,  sell,  or 
buy  now.  ...  we  believe  that  no  other  source 
even  comes  close  to  providing  the  help  that 
Value  Line  systematically  gives  you. 

UPDATED  EVERY  WEEK 

Every  week,  Value  Line's  new  Summary  & 
Index  presents  up-to-date  ratings  of  EACH 
of  1700  stocks  relative  to  all  the  others,  as 
follows.  .  .  . 

a)  Rank  for  Probable  Price  Performance  in 
the  Next  12  Months— ranging  from  1 
(Highest)  down  to  5  (Lowest).  We  urgen- 
tly suggest  you  stay  away  from  the  400 
stocks  now  ranked  4  or  5. 

b)  Rank  for  investment  Safety  (from  1  down 
to  5).  If  Safety  is  important  to  you,  we 
suggest  you  concentrate  on  stocks 
ranked  1  or  2  in  this  respect. 

c)  Estimated  Yield  in  the  Next  12  Months. 
Every  week  we  also  present  a  "screen"  of 
the  100  stocks  with  the  highest  yields, 
which  ranged  from     9.5%  to  15.4% 
(Value  Line  11/4/83). 

d)  Estimated  Appreciation  Potential  in  the 
Next  3  to  5  Years— showing  the  percen- 
tage change  from  the  recent  price.  Every 
week  we  also  present  a  "screen"  of  the 
100  stocks  with  the  highest  potentials, 
which  ranged  from  130%  to  400%. (Value 
Line  11/4/83). 

e)  P/E  Ratio  and  current  price,  plus  es- 
timated annual  earnings  and  dividends 
in  the  current  12  months.  Also  latest 
quarterly  results  vs.  year  ago. 


PLUS  FULL-PAGE  REPORTS 

In  addition  to  the  weekly  coverage  above, 
each  of  the  1700  stocks  is  the  subject  of  a 
comprehensive  new  full-page  Research 
Report  at  least  once  every  three  months- 
including  22  series  of  vital  financial  and 
operating  statistics  going  back  15  years  and 
estimated  3  to  5  years  ahead.  About  130 
new  full-page  Reports  like  this  are  issued 
each  week.  .  .  1700  every  13  weeks. 

SPECIAL  INVITATION 

You  can  receive  the  complete  Value  Line 
Investment  Survey  (with  30-day  money- 
back  guarantee)  for  the  next  10  weeks  for 
only  $37— about  HALF  the  regular  rate— if 
no  one  in  your  household  has  subscribed  in 
the  past  two  years.  And  you  get  these  two 
bonuses: 

BONUS  #1  — 

Value  Line's  2000- 
page  Investors  Refer- 
ence Service  includ- 
ing our  latest  full-page 
Reports  on  each  of 
1700  stocks— fully  in- 
dexed and  looseleaf- 
bound  for  easy  refer- 
ence, and  systematic- 
ally updated  by  new 
full-page  Reports  in 
the  weeks  ahead. 

BONUS  #2— 

A  Subscriber's  Guide,   . 

the  72-page  "classic" 
by  Arnold  Bernhard, 
Value  Line's  founder 
and  research  chief, 
revealing  methods  of 
stock  evaluation  that 
took  decades  to  refine. 
You  KEEP  this  book 
even  if  you  return  the 
other  material  for  your 
money  back. 

CALL  TOLL-FREE: 
If  you  have  Master  Card,  American 
Express  or  Visa,  phone  1-800-331-1750 
(operator  13)  24  hrs.  7  days  a  wee*. 


A  Subscriber's  Guide 
by 

Arnold  Bernhard 
Research  Chairman 


The  Value  Line  Investment  Survey 

Value  Line,  Inc.,  711  Third  Avenue,  New  York,  N.Y.  10017 

Department  416J16 

INTRODUCTORY  OFFER  □  My  payment  is  enclosed.  □  Please  charge  to: 

□  Begin  my  10-week  trial  subscription  tor  $37  to  □  American  Exp.  □  Master  Card  □  Visa 

The  Value  Line  Survey  (limited  once  to  any  Expiration  Date  


household  every  two  years)  and  send  me  the  two 
bonuses  listed  above. 

ONE  YEAR  SUBSCRIPTION 

□  Begin  my  1-Year  (52  issues)  subscription  for 
$365  and  send  me  the  two  bonuses  listed  above. 
There  are  no  restrictions  with  this  annual 
subscription. 

SPECIAL  EXTRA  BONUS 

A  pocket-size  CREDIT 
CARD  LCD  CALCULA- 
TOR given  to  you  when 
you  order  The  Value 
Line  Investment  Survey  for  one  year. 

This  subscription  is  tax-deductible  and  non- 
assignable. Allow  4  to  6  weeks  for  delivery. 


Account  #  

(N.Y.  residents  add  sales  tax.) 


Signature 


Name 


Address 


Apt.  No. 


City 


State 


Zip 


Psychology  &  Investing 


Each  year  cancer  strikes 
120,000  people  in  our  work 
force,  and  causes  our  economy 
to  lose  more  than  $10  billion  in 
earnings  Earnings  that 
American  workers  might  still  be 
generating  if  they  had  known 
the  simple  facts  on  how  to 
protect  themselves  from 
cancer. 

Protect  your  employees,  your 
company,  and  yourself.  .  .call 
your  local  unit  of  the  American 
Cancer  Society  and  ask  for 
their  free  pamphlet,  "Helping 
Your  Employees  to  Protect 
Themselves  Against  Cancer." 
Start  your  company  on  a  policy 
of  good  health  today! 


AMERICAN 
CANCER 
?  SOCIETY* 


This  space  contributed  as  a  public  service 


★** 

N.Y  Times 


RISTORANTE 
ITALIANO 
LUNCH  &  DINNER 
Arner.  Express  & 
Diners  Club 
251  E.  53rd  Street 
(Bet.  2nd&3rd  Aves.) 
NYC.  753-8450-1 


As  the  new  year  dawns,  a  recent  survey 
finds  most  investors  blissfully  compla 
cent — the  perfect  setting  for  a  selloff 

WHAT,  ME  WORRY? 


By  Srully  Blotnick 


j 


v     ^  I 


As  the  new  year  begins,  most  of  the 
investors  I  monitor  are  displaying 
complacency  or  anxiety.  Mostly 
complacency.  By  a  ratio  of  3  to  1 . 

Those  who  are  complacent  are 
certain  that  in  a  presidential  year 
they  have  little  or  nothing  to  worry 
about.  They  are  convinced  that  the 
economy — and  the  Fed — can  be  ma- 
nipulated easily. 

High  interest  rates  a  threat  to 
both  the  economy  and  the  stock 
market?  Not  to  fear.  The  Fed  can  be 
counted  on  to  keep  the  monetary 
aggregates  expanding  at  a  rate  that 
accommodates  all  borrowers.  As  a 
result,  interest  rates  will  be  pre- 
vented from  rising,  at  least  until 
after  the  November  election. 

A  resurgence  of  inflation?  No 
problem.  Not  in  the  minds  of  three- 
fourths  of  the  investors  I  survey. 
Price  rises  at  the  wholesale  and  re- 
tail levels  can  be  kept  stable,  thanks 
to  government  policies.  As  the  57- 
year-old  president  of  a  furniture 
manufacturing  firm  in  New  En- 
gland put  it:  "I  don't  think  things 
just  happen  in  the  economy.  Some- 
one has  a  reason,  either  political  or 
financial,  for  every  major  move. 
Vested  interests  run  the  show."  On 
that  assumption,  who  can  doubt 
that  the  folks  in  power  will  stay  in 


Dr.  Srully  Blotnick  is  a  research  psephologist 
and  author  of  Getting  Rich  Your  Own  Way 
and  Winning:  The  Psychology  of  Successful 
Investing. 


power  by  making  things  look  good 
at  least  through  November. 

This,  as  I  said,  roughly  represent 
the  views  of  three-fourths  of  nr 
sample.  What  about  the  others,  th 
worriers?  They  see  two  substantial 
areas  of  trouble  looming  on  the  ho 
rizon,  and  they  can't  decide  whicl 
represents  the  greatest  danger.  Mili 
tary  skirmishes  around  the  globe 
especially  in  the  Middle  East  am 
Central  America,  don't  disturb  thi 
group  nearly  as  much  as  the  ni 
tion's  deteriorating  trade  position 
New  records  are  set  each  month  \\ 
the  dollar  amount  by  which  importl 
of  goods  and  services  to  the  U.Sj 
exceed  exports.  (For  a  deeply  woi 
ried  view  on  this  subject,  see  Ashh 
Bladen's  column,  p.  136.) 

The  troubled  minority  is  awar< 
that  massive  inflows  of  foreign  cap 
ital  have  kept  the  dollar  strong,  ij 
spite  of  these  huge  trade  deficits 
And  that  makes  them  even  mor| 
nervous.  A  typical  remark:  "Th 
money  that  has  come  here  in  th 
last  18  months  is  primarily  f light 
capital,  attracted  by  the  strong  dol 
lar  and  high  interest  rates.  Thank 
to  our  continuing  high  trade  defil 
cits,  that  capital  pool  keeps  growin; 
larger.  But  it  can  leave  our  shores  a 
quickly  and  easily  as  it  came.  Thei 
the  stock  market  would  go  into 
steep  decline,  as  this  major  bit  q 
support  vanishes."  An  accountani 
in  Chicago  thinks  of  the  inflow  Q 
capital  to  the  U.S.  in  these  terms 
"Right  now  the  U.S.  is  the  only  safl 
haven,  so  we're  in  the  catbird  seat 
But  I  just  can't  see  it  lasting  mucl 
longer,  given  our  trade  deficits 
We're  not  competing  international 
ly  nearly  as  well  as  it  seems." 

The  savvier  worriers  point  tl 
something  else:  what  they  see  as  a] 
excessive  interest  among  investor! 
in  financial  futures.  These  contract: 
now  constitute  well  over  one-thir« 
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:  all  futures  trading.  A  large  vol- 
Tie  of  contracts  is  traded  each  day 
i  T  bills,  bonds  and  notes;  foreign 
irrencies;  CDs  and  GNMAs; 
YSE,  S&P's  and  Value  Line  stock 
dexes.  And  many  new  products 
e  on  the  drawing  boards. 
A  growing  number  of  investors  in 
y  sample  are  convinced  that  the 
rerheated  action  in  and  continued 
owth  of  financial  futures  are  the 
'80s  equivalent  of  the  stock  mar- 
:t  of  the  Twenties. 
What  does  it  mean  that  three- 
urths  of  the  investors  in  the  sam- 
e  are  complacent  and  one-fourth 
orried?  Just  this:  that  the  market 
vulnerable  to  any  serious  piece  of 
id  news — the  kind  of  bad  news 
at  the  worried  minority  expects, 
amplacency  helps  protect  people 
ainst  small  setbacks  and  minor 
oblems. 

However,  if  the  economy  or  the 
arket  experiences  a  significant 
tback  or  major  roadblock,  com- 
acency  is  likely  to  lead  to  panic, 
nee  it  is  unexpected  by  the  major- 
f,  the  bad  news  is  all  the  more 
ocking  to  them.  Put  this  question 
yourself  and  to  your  investor 
ends:  "Forgetting  the  tax  consc- 
iences for  the  moment,  what  real- 
:ic  development  in  1984  would 
id  you  to  liquidate  most  of  your 
irtfolio  of  common  stocks?" 
The  answer  you  will  probably  get 
)m  a  majority  of  investors  who 
m  $150,000  or  more  of  stocks  and 
ve  annual  incomes  of  $90,000  or 
ore  is:  "Nothing.  I  can't  foresee 
ything  that  would  cause  me  to 
:e  the  stock  market.  I  simply  don't 
ink  that  my  stock  market  profits 
;  in  jeopardy." 

Why  not?  The  answer  you  are 
:ely  to  get  is:  "Because  right  now 
s  one  of  the  safest  places  to  be. 
mds,  gold  and  real  estate  certainly 
n't  seem  surer  bets.  CDs  and  T 
[Is  are,  but  they  don't  have  the 
me  upside  potential  as  stocks." 
For  a  long  time,  investors  were 
irned  to  expect  a  major  correction 
the  bull  market  that  began  in 
igust  1982.  The  major  correction 
ver  came.  So  investors  no  longer 
tnp  when  someone  cries  wolf, 
lis  adds  to  their  overconfidence. 
In  short,  the  complacent  view  is 
e  majority  view.  As  every  contrar- 
l  knows,  the  majority  is  usually 
'ong  at  key  points.  The  market,  I 
peat,  is  vulnerable  at  this  point.  ■ 


Business  news  in  the  round. 

The  executives  who  run         If  you  haven't  seen  the 

the  world's  20,000  largest  Financial  Times  recently, 

corporations  were  asked  to  we'd  like  to  send  you  a 

name  their  most  reliable  sample  copy, 
source  of  Business  News*         Write  or  call: 

The  result  may  surprise  F.T  Publications,  Inc. 

you,  but  it  won't  surprise  75  Rockefeller  Plaza, 

American  readers  of  the  New  York,  NY  10019 

Financial  Times.  (212)  489  8300 
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A  recent  survey  of  commodity  speculators 
reveals  a  few  surprises.  For  example,  they 
are  really  fairly  risk-averse. 

WHO  ARE 
THE  SPECULATORS 


By  Stanley  W.  Angrist 


Recently  the  Chicago  Board  of 
Trade  completed  a  major  study  of 
commodity  speculators  who  do 
their  trading  through  17-member 
firms  of  the  board.  The  participating 
firms  circulated  more  than  19,000 
questionnaires  to  1  of  every  8  indi- 
vidual retail  commodity  clients  on 
their  books  and  received  replies 
from  about  12%  of  those  sur- 
veyed— 2,230  responses  in  all.  Al- 
though the  respondents  can't  be  de- 
fined as  a  representative  sample,  the 
return  rate  is  sufficient  for  the  re- 
sults to  be  significant. 

The  picture  drawn  from  the  re- 
sponses contains  a  few  surprises 
and  makes  for  interesting  reading. 
Some  of  the  highlights  follow.  First, 
as  many  readers  may  suspect,  the 
survey  showed  that  96%  of  the  trad- 
ers are  male  and  nearly  80%  are 
married.  The  highest  concentration 
of  respondents  live  in  the  north  cen- 
tral states — nearly  31% — followed 
closely  by  the  South,  with  a  shade 
under  30%  of  all  responses.  Califor- 
nia had  the  highest  number  of  re- 
spondents, with  266,  while  Illinois 
and  Texas  virtually  tied  for  second 
place,  with  each  state  claiming 
slightly  more  than  6%  of  the  re- 
spondents. Nevada — home  of  the 
high  roller — had  only  9  survey 
forms  returned,  amounting  to  less 


Stanley  W.  Angrist  is  a  commodity  specula- 
tor, consultant  atu<  longtime  observer  of  the 
commodity  markets 


than  one-half  of  1%  of  the  total. 

Over  one-fifth  of  the  respondents 
have  been  trading  for  more  than  ten 
years,  but  about  the  same  fraction 
are  novices  who  have  been  trading 
for  less  than  a  year.  Fifty  percent  of 
the  speculators  are  over  50  years  of 
age,  while  only  15%  are  under  35. 
Commodity  speculators  seem  to  be 
an  educated  bunch.  More  than  67% 
have  completed  college,  and  more 
than  one-third  have  a  graduate  de- 
gree. No  wonder  that  traders  keep 
coming  up  with  more  and  more 
technical  methods  of  trading. 

More  than  half  the  surveyed 
group  are  self-employed.  When 
asked  to  list  their  occupations, 
nearly  12%  said  that  they  are  farm- 
ers or  ranchers.  About  8%  classified 
themselves  as  engineers,  whereas  a 
mere  0.5%  listed  themselves  as 
economists  and  only  1.2%  as  in- 
vestment counselors.  Do  they  know 
something  we  don't  know?  About 
one-fourth  of  the  speculators  have 
household  incomes  between 
$50,000  and  $75,000,  while  11% 
said  their  household  income  ex- 
ceeds $150,000.  If  commodity  trad- 
ing is  the  royal  road  to  wealth,  how 
come  more  of  us  aren't  wealthy? 

Contrary  to  general  expectations, 
commodity  traders  are  a  pretty  con- 
servative lot.  About  40%  keep  only 
one-tenth  of  their  investment  port- 
folios in  futures,  while  only  about 
8%  keep  more  than  three-fourths  so 
invested.  And  not  surprisingly,  87% 
of  the  sample  have  owned  stocks  at 
one  time  or  another.  Nearly  half 
have  traded  options  and  half  now 
own  some  precious  metals  or 
stones.  Stocks  accounted  for  the 
largest  portion  of  28%  of  the  group's 
portfolios.  About  58%  have  portfo- 
lios that  exceed  $100,000,  while 
more  than  19%  have  investments 
that  exceed  $500,000. 

This  group  has  recognized  that 


there  are  lots  of  new  contracts  avail- 
able but  they  are  not  yet  abandoning 
their  old  favorites.  Nearly  two- 
thirds  said  they  had  traded  the  met- 
als and  the  grains  in  the  past  year. 
By  contrast,  only  27%  traded  stock 
index  futures  in  the  same  time  peri- 
od. The  indexes  were  also  beaten 
out  by  the  financials,  livestock, 
food  and  fiber,  and  currency  futures. 
Perhaps  these  traders  feel  more 
comfortable  with  the  things  that 
made  money  for  them  in  the  past. 

The  survey  sought  to  find  out 
why  the  respondents  were  in  the 
commodity  markets.  The  most  fre- 
quently given  reason — as  you  might 
expect — was  the  profit  potential. 
The  second  most  cited  reason  was 
the  leverage  the  markets  offer.  You 
may  be  dissappointed  to  learn  that 
only  7.2%  listed  the  excitement  of 
trading  as  their  chief  reason.  Hot 
tips  was  the  main  reason  for  0.7%  of 
the  respondents.  I  have  been  in- 
volved with  commodities  for  more 
than  15  years,  and  no  one  has  ever 
offered  me  a  hot  tip.  I  must  hang 
around  with  the  wrong  crowd. 

The  one  thing  not  asked  in  the 
survey  was  how  much  profit  or  loss 
each  speculator  took  out  or  put  into 
the  market  last  year.  Too  bad.  It 
would  have  provided  the  icing  on 
the  cake  for  a  great  set  of  data.  The 
complete  results  are  available  for 
$250  from  the  Marketing  Depart- 
ment, Chicago  Board  of  Trade,  La- 
Salle  at  Jackson,  Chicago,  111.  60604. 

Interest  rates  spreads  are  almost 
always  worth  considering.  A  long 
T  bills/short  certificates  of  deposits 
trade  would  benefit  from  a  default 
by  a  financially  pressed  Third  World 
country.  If  a  default  or  threat  of  de- 
fault were  to  occur,  a  flight  to  qual- 
ity would  no  doubt  take  place.  Such 
an  occurrence  would  drive  T  bills 
out  to  a  substantially  larger  premi- 
um over  CDs.  I  would  be  willing  to 
try  this  spread,  with  the  March 
T  bill  trading  at  no  more  than  an  80- 
point  premium  to  the  March  CD 
contract.  Even  without  threat  of  de- 
fault, the  spread  could  widen  20 
points  ($500). 

A  40-point  widening  of  the  spread 
would  result  in  a  $1,000  profit  per 
spread.  Risk  no  more  than  15  points 
($375)  from  entry  point.  The  margin 
on  this  trade  should  be  no  more 
than  $500,  while  the  round-turn 
conmmission  is  about  $100.  ■ 
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A  Reminder: 


Good  Housekeeping 
guarantees 
no  rate 
increase 
through  June 


In  the  interest  of  stability,  and  to  help  provide  advertisers  with 
dependable  marketing  cost  assumptions,  Good  Housekeeping  is 
pleased  to  announce  that  there  will  be  no  increase  in  our  current  rate 
card  at  least  through  our  June  1984  issue. 

Good  Housekeeping  has  just  completed  a  record-breaking  first 
quarter,  the  highest  in  our  97-year  history,  both  in  ad  pages  and  ad 
revenue-up  almost  $1,000,000  over  1982. 

This  comes  on  top  of  a  1982  when  advertisers  not  only  continued  to 
make  Good  Housekeeping  #1  in  the  women's  field,  but  increased  our 
share  of  market  for  the  fifth  year  in  a  row. 

Newsstand  sales  in  1982  also  broke  all  previous  records  both  in 
copies  sold  and  revenue-hitting  an  all-time  high  monthly  average  of 
1,864,000  copies  and  annual  sales  of  $34,500,000. 

We  believe  Good  Housekeeping  with  its  continuing  strong  circula- 
tion performance,  its  number  of  readers  per  copy,  its  favorable  CPM, 
and  its  unique  Good  Housekeeping  Seal  Program,  is  truly  the  most 
cost-efficient  medium  for  advertising  to  women. 

It  is  also  the  most  solid  core  medium  around  which  to  structure  an 
aggressive  long-term  marketing  plan  to  increase  market  share,  build 
brand  recognition  and  introduce  new  products. 

So  whether  your  budget  year  is  on  a  calendar  basis,  or  fiscal  to 
June,  you  can  buy  Good  Housekeeping  and  know  for  sure  what  your 
cost  will  be.  s„.ce  p^.^™* 


Good  Housekeeping 


more  than  a  magazine 


rt3  THE  HEARST  CORPORATION 


GOOD  HOUSEKEEPING  IS  A  PUBLICATION  OF  HEARST  MAGAZINES  A  DIVISION  Of  THE  HEARST  CORPORATION 
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By  Ashby  Bladen 


The  overvaluation  of  the  dollar  means 
higher  interest  rates  ahead. 


DOLLAR  DELIRIUM 


so  different  about  the  U.S.?  Why  are 
we  seemingly  getting  away  with  it? 

Basically,  two  reasons.  The  first  is 
a  matter  of  timing  and  scale.  The 
U.S.  has  not  yet  borrowed  abroad  so 
excessively  as  to  destroy  its  credit- 
worthiness. The  other  countries 
have,  and  the  dollar  value  of  their 
currencies  has  fallen  so  far  that 
their  exports  are  cheap  in  America, 
while  their  people  can  no  longer 
afford  to  buy  very  much  from  the 
U.S.  So  their  balance-of-payments 
accounts  are  showing  rising  sur- 
pluses that  are  the  mirror  image  of 
our  swelling  deficits.  Their  bargain- 
priced  exports  and  the  pressure  they 
put  on  competing  American  indus- 
tries are  the  main  reasons  our  infla- 
tion rate  is  so  low. 

Turning  now  to  the  strength  of 
the  dollar.  It  is  true  that  as  our  for- 
eign debts  grow,  it  will  become  in- 
creasingly obvious  that  we  cannot 
pay  them  off  at  anything  like  the 
dollar's  current  foreign  exchange 
value.  But  the  great  political  stabil- 
ity and  military  security  of  the  U.S., 
in  an  increasingly  unstable  and  in- 
secure world,  has  enabled  us  to  put 
off  that  day  of  reckoning  longer  than 
most  countries  could. 

The  overvaluation  of  the  dollar 
virtually  guarantees  continuing  up- 
ward pressure  on  interest  rates  for  at 
least  two  reasons.  Barring  a  disaster 
like  another  world  war,  the  dollar  is 
bound  to  come  down  sometime 
and,  as  I  mentioned  earlier,  the 
cheapness  of  imports  that  results 
from  its  overvaluation  is  the  main 
reason  our  inflation  is  so  low.  When 
the  dollar  comes  down,  inflation 
will  go  up  automatically  and  carry 
interest  rates  up  with  it. 

The  dollar  must  come  down 
sometime  because  its  current  price 
makes  no  economic  sense.  It  does 
make  speculative  sense — the  dollar 
is  going  up  because  it  has  been  going 


The  U.S.  has  become  a  nation  of 
borrowers  and  spenders,  interna- 
tionally as  well  as  at  home.  Overall 
in  1983  the  American  government 
borrowed  and  spent  or  reloaned 
about  one-quarter  of  a  trillion  dol- 
lars more  than  it  took  from  the  peo- 
ple in  taxes.  The  American  people, 
in  turn,  bought  about  $70  billion 
more  of  imported  goods  than  they 
sold  to  foreigners.  Moreover,  both 
the  U.S.  government  and  the  people 
will  likely  try  to  go  on  borrowing 
and  spending  more  than  they  take 
in  for  the  foreseeable  future. 

The  fact  is  that  Americans  are 
borrowing  heavily,  both  at  home 
and  abroad,  to  maintain  a  higher 
standard  of  living  than  we  are  earn- 
ing by  our  productive  efforts.  It  is 
normal  for  countries  that  do  that  to 
have  high  interest  rates,  but  it  is  not 
normal  for  them  to  have  strong  cur- 
rencies and  low  inflation.  Many 
other  countries  lived  beyond  their 
means  during  the  last  ten  years,  and 
all  the  rest  of  them  ended  up  with 
rising  domestic  inflation,  a  crash  in 
the  foreign  exchange  value  of  their 
currency  and  a  falling  national  stan- 
dard of  living.  But  in  this  country 
inflation  is  the  lowest  it  has  been  in 
many  years,  and  the  dollar  goes 
from  strength  to  strength.  What  is 
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investments  of  the  Phoenix  Mutual  Life  In- 
surance Co  and  author  of  How  to  Cope 
with  the  Developing  Financial  Crisis. 


up,  and  speculators  are  making  a 
killing.  But  the  reverse  side  of  that 
coin  is  that  its  eventual  fall  will  be 
sharp  and  substantial,  unless  it  is 
cushioned  by  high  interest  rates  on 
dollar  loans. 

When  speculators  decide  that  the 
dollar  is  ready  to  come  down,  they 
will  not  merely  sell  the  dollars  that 
they  own.  They  will  also  borrow 
enormous  amounts  and  sell  dollars 
short — at  first,  because  they  can 
convert  them  into  other  currencies 
at  such  attractive  rates.  But  those 
rates  will  sag  fast  under  pressure, 
and  the  initially  modest  trickle  of 
conversions  will  rapidly  turn  into 
devil  take  the  hindmost. 

Then  the  dollar  would  be  going 
down  because  it  has  been  going 
down,  and  market  forces  would 
cause  the  fall  to  overshoot  as  much 
as  the  rise  has.  But  we  can't  afford  to 
let  a  run  out  of  dollars  depress  our 
standard  of  living  and  send  inflation 
through  the  roof.  The  only  answer  is 
to  push  short-term  interest  rates  so 
high  that  borrowing  dollars  to  sell 
them  short  looks  unprofitable. 
When  you  add  that  consideration  to 
the  normal  workings  of  the  busi- 
ness cycle,  it  seems  altogether  prob- 
able that  we  will  see  new  peaks  in 
both  long-  and  short-term  interest 
rates  before  next  year  is  over. 

For  20  years  lenders  and  bond 
buyers  in  this  country  repeatedly 
have  underestimated  future  infla- 
tion and  accepted  interest  rates  that 
turned  out  to  be  pitifully  low,  or 
even  negative,  in  real  terms.  Such 
financial  success  as  I  have  had  dur- 
ing those  years  came  mainly  from 
the  conviction  that  the  fundamen- 
tal direction  of  interest  rates  was 
up.  The  only  time  I  wavered  in  that 
conviction  was  in  1982,  when  I 
hoped  that  the  crunch  would  be  per- 
mitted to  last  long  enough  to  break 
the  inflationary  cycle.  But  the  op- 
portunity was  botched,  and  it  will 
be  a  long  time  before  so  good  an 
opportunity  comes  again. 

I  continue  to  recommend  the 
highest-quality,  most  liquid  invest- 
ments you  can  find.  For  most  indi- 
vidual investors  that  means  U.S. 
Treasury  securities  or  prime  mu- 
nicipal bonds,  with  the  shortest  ma- 
turities that  provide  the  income  you 
need.  Given  the  present  shape  of  the 
yield  curve,  I  think  it  is  foolish  to  go 
out  beyond  four-  to  five-year  Trea- 
surys  that  yield  1 1  Vi% .  ■ 
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Property  Strategies 


Sinclair  Lewis  Babbitt  worried  that  his 
world  was  changing  too  fast.  Todays 
real  estate  brokers  know  the  feeling. 

FEAR  STALKS 
MAIN  STREET 


By  Stephen  E.  Roulac 


In  my  Aug.  29,  1983  column,  I  ad- 
vised Lorraine — a  friend  who  want- 
ed to  sell  her  condominium  and  buy 
another — first  to  arrange  financing 
for  the  existing  property  to  facilitate 
its  sale  and  then  use  her  own  real 
estate  broker  to  deal  with  the  pro- 
spective seller  of  the  property  she 
wanted  to  buy.  Her  transaction  is 
now  moving  smoothly,  but  not  the 
way  many  real  estate  brokers  like 
these  things  to  go. 

Several  have  complained  that  my 
strategy  is  unethical  and  maybe 
even  against  the  law.  Not  since  Sin- 
clair Lewis  wrote  about  George  Bab- 
bitt's straying  from  unquestioned 
boosterism  has  there  been  so  much 
discord  in  Brokersville. 

My  critics  didn't  take  well  to  the 
idea  of  Lorraine's  making  an  offer 
through  her  broker  rather  than  deal- 
ing directly  with  the  seller's  broker. 
The  reason  for  my  advice?  The  sell- 
er's broker  is  by  law  a  fiduciary 
agent  for  the  seller  and  bound  to 
represent  the  seller's  interests.  Lor- 
raine asked  her  broker  merely  to 
present  the  offer,  and  directly  to  the 
seller,  not  through  the  seller's 
broker.  The  seller,  of  course  can  in- 
volve his  broker  in  the  deal  to  what- 
ever degree  he  desires.  And  because 
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the  transaction  involves  the  poten- 
tial buyer's  broker  in  a  minimal 
amount  of  work,  I  suggested  that 
she  negotiate  with  her  broker  to  re- 
duce his  commission  to  the  seller, 
who,  in  turn,  can  pass  the  savings 
on  in  the  form  of  a  lower  price. 

Doing  things  my  way,  the  total 
commission  would  amount  to  per- 
haps 3% — a  fraction  of  Lorraine's 
broker's  share  of  the  entire  6%  fee. 
Doing  things  the  conventional  way, 
of  course,  she  would  have  paid  the 
full  amount.  It's  not  surprising  that 
a  lot  of  brokers  hate  to  see  this  hap- 
pen. However,  in  today's  fast- 
changing  world,  many  progressive 
brokers  realize  that  there  are  prob- 
lems with  their  traditional  form  of 
compensation.  They  understand 
that  they  might  actually  be  better 
off  negotiating  all  fees  or  even  tak- 
ing no  commissions  and  charging 
an  hourly  rate,  as  lawyers  and  ac- 
countants do. 

While  selling  real  estate  may 
seem  like  a  sure  path  to  riches,  you 
should  recognize  that  it  is  a  highly 
competitive  and  demanding  busi- 
ness. Assume  a  residential  broker 
wants  to  make  $50,000  in  a  year. 
Typically,  he  splits  commissions 
50-50  with  the  firm  he  represents. 
In  addition,  given  the  prevalence  of 
multiple  listings  and  commissions 
negotiated  at  below  6%,  fees  are 
likely  to  average  3%,  with  l'/2%  to 
the  firm  and  l'/2%  to  the  broker. 
That  means  $50,000  of  income  re- 
quires $3.3  million  in  sales. 

If  house  transactions  average 
$150,000,  earning  $50,000  means 
closing  22  deals  annually — nearly  2 
a  month.  This  translates  into  about 
80  hours  per  deal,  meaning  that  suc- 
cessful brokers  work  much  more 
than  40  hours  a  week.  To  the  out- 
sider, brokering  looks  like  easy 
money;  in  fact  it  is  not.  If  one  as- 
sumes that  half  of  the  broker's  time 
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involves  efforts  that  do  not  lead  to 
sales,  then,  in  our  economic  model, 
a  successful  transaction  has  to  be 
generated  in  40  hours  of  effort. 
When  you  understand  this,  you 
know  why  many  brokers  are  recep- 
tive to  new  ways  of  doing  business. 

Sure,  an  occasional  "quick  hit" 
translates  into  extraordinarily  high 
compensation  for  time  expended — 
the  so-called  instant  millionaire's 
stuff.  But  the  more  common  reality 
is  that  lots  of  time  and  effort  are 
expended  on  deals  that  don't  mate- 
rialize. To  minimize  this  effect, 
many  brokers  concentrate  on  larger 
properties,  which  don't  necessarily 
involve  proportionately  more  work. 

Because  of  these  rough-and-tum- 
ble aspects,  of  course,  many  people 
see  real  estate  sales  as  one  of  the  last 
bastions  of  capitalism.  But  just  as 
George  Babbitt  felt  that  his  tradi- 
tional values  were  under  siege,  so 
today's  prosperous  real  estate 
broker  feels  threatened,  too.  Cus- 
tomers are  becoming  ever  more  so- 
phisticated and  forcing  commis- 
sions down  if  a  broker  doesn't  add 
value  to  the  transaction.  National 
firms  with  strong  advertising,  refer- 
ral services  and  cross-promotional 
strategies  threaten  independent  real 
estate  agents.  New  technologies 
mean  that  much  of  the  profession's 
traditional  information,  search  and 
requirements-matching  functions 
may  be  better  performed  by  comput- 
ers than  by  experienced  old  hands. 

With  Coldwell  Banker  offering  its 
clients  discounts  at  stores  owned  by 
its  parent  Sears,  Roebuck  stores,  lo- 
cal brokers  have  a  kind  of  competi- 
tion they  have  never  seen  before. 

That  all  these  changes  stir  up 
lots  of  concerned  letter  writers  is 
hardly  surprising.  I  mentioned 
above  that  $50,000  annual  income 
for  a  broker  requires  a  $100,000 
gross  that  works  out  to  $50  per 
hour  for  2,000  hours.  Faced  with 
such  realities,  brokers  may  increas- 
ingly opt  for  a  consulting  relation- 
ship, charging  by  the  hour  as  law- 
yers do.  This  would  mean  fewer 
jackpots  but  also  fewer  lean  weeks 
and  months.  So,  the  next  time  you 
need  a  real  estate  broker,  suggest 
structuring  your  deal  on  an  hourly 
basis.  It  might  save  you  money, 
and  the  broker  might  even  like  the 
idea.  At  the  very  least  it  will  prove 
to  your  broker  that  you  are  a  seri- 
ous client.  ■ 
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"The  more  things  change.  .  .  ." 
Items  from  past  issues  of  Forbes 

Sixty  years  ago  in  Forbes 

From  the  issue  of  January  16,  1924) 

'Confidence  in  the  outlook  for  1924 
s  warranted  by  the  fact  that  a  higher 
legree  of  business  statesmanship  has 
leveloped  in  this  country.  Our  aggres- 
ive  business  leaders  have  learned  the 
langers  of  unwarranted  expansion; 
»ur  bankers  have  consistently  set 
heir  faces  against  inflation;  our  labor 
eaders  have  turned  from  ultra-radi- 
:alism  and  are  manifesting  a  greater 
ense  of  their  social  responsibilities; 
Congress  grasps  better  than  ever  be- 
ore  the  importance  of  avoiding  legis- 
ation  calculated  to  upset  business 
nd  employment;  the  people  at  large, 
iespite  many  appearances  of  extrava- 
;ance,  are  on  the  whole  both  spending 
nd  saving  rationally." 

At  this  writing  it  appears  quite  peb- 
ble that  the  present  government, 
leaded  by  Stanley  Baldwin,  is  doomed 
nd  will  be  supplanted  by  a  Labor 
;overnment  under  Ramsay  MacDon- 
ld.  England  is  accepting  the  prospect 
if  a  Labor  government  quite  calmly, 
nd  extreme  legislation,  such  as  a  cap- 
tal  levy  or  nationalization  of  indus- 
ry,  is  not  looked  for." 

Business  is  becoming  less  exclusive- 
y  a  matter  of  turning  raw  materials 
nto  finished  products  and  selling 
;oods.  The  human  element  is  de- 
nanding  more  and  more  consider- 
tion.  The  best-run  large  companies 


Iddie  Cantor  won  $500  from  Forbes  in 
'924  for  his  essay  on  what  his  bank — 
Manufacturers  Trust — had  done  for  him 


A  1924  Forbes  cartoon:  Scheming  politi- 
cian leads  blindfolded  businessman 
down  the  road  of  waste  and  extravagance 


and  institutions  have  found  it  advis- 
able to  install  either  two  new  depart- 
ments or  one  new  department  per- 
forming dual  functions,  namely,  a 
personnel  department  and  a  depart- 
ment dealing  with  public  relations." 

"Among  the  first  measures  intro- 
duced in  the  new  session  of  Congress 
was  the  Britten-Ladd  Metric  Stan- 
dards bill,  which  provides  for  gradual 
adoption  of  the  metric  units  of 
weights  and  measures  in  merchandis- 
ing but  leaves  manufacturers  free  to 
use  whatever  measures  they  choose 
in  production.  More  than  100,000  pe- 
titions favoring  the  bill — and  prob- 
ably representing  millions  of  voters, 
for  many  of  them  have  come  from 
legislatures  of  various  states — have 
poured  in  upon  Congress." 

Fifty  years  ago 

(January  15,  1934) 

"President  Roosevelt,  face  to  face 
with  Congress,  clearly  disclosed  that 
he  intends  to  change  drastically  our 
whole  social,  economic,  governmen- 
tal order.  He  let  it  be  known  that  he 
means  to  make  permanent  measures 
Congress  sanctioned  to  meet  dire 
emergencies.  His  message  evoked 
from  Senator  McNary,  Republican 
leader,  this  comment:  'The  finest  re- 
peal of  the  Constitution  I've  ever 
heard.'  " 

"Alfred  P.  Sloan,  General  Motors 
president,  when  discussing  the  possi- 
bilities of  the  Russian  market  follow- 


ing recognition  recently,  voiced  a 
conviction  which  is  common  to 
many  automotive  executives  when 
he  said:  'One  lesson  we  should  have 
learned  by  experience  since  the  war, 
namely,  that  we  can't  sell  without 
buying.  In  thinking  about  what  we 
may  sell  to  Russia,  we  must  ask 
ourselves  the  question,  What  can  we 
take  in  return?  When  we  try  to  sell 
without  buying,  we  are  likely  to  find 
that  we  are  making  a  donation  in- 
stead of  an  investment.'  " 

Twenty-five  years  ago 

(January  15,  1959) 

"If  the  country  looks  to  me  for  leader- 
ship, that  is  because  it  wishes  to 
move,  certainly  not  toward  the  easy 
way  out,  but  toward  effort  and  renew- 
al. ...  I  make  no  secret  of  the  fact  that 
for  some  time  our  country  will  be  put 
to  the  test.  But  the  recovery  at  which 
we  are  aiming  is  such  that  it  can  repay 
us  for  anything." 

— President  Charles  de  Gaulle 

"  'Nothing  needs  so  little  explanation 
as  success,'  noted  [British  Motor 
Corp.  Chairman]  Sir  Leonard  [Lord], 
but  he  went  on  to  report  record  sales 
of  £265  million  ($742  million).  BMC, 
Sir  Leonard  told  the  meeting,  sold  a 
record  504,712  of  its  Austin,  Austin- 
Healey,  M.G.,  Morris,  Princess  and 
other  lines  of  passenger  cars,  trucks 
and  tractors.  The  year's  production 
represented  a  gain  of  43%  over  the 
previous  12-month  period  and,  boast- 
ed Lord,  it  made  BMC  the  first  car- 
maker outside  the  U.S.  to  pass  the 
half-million-vehicle  mark  in  a  single 
year." 

"On  the  basis  of  traditional  ideas  of 

value,  there  are  fewer  and  fewer  stocks 
that  are  really  cheap.  Prosperity,  earn- 
ings and  growth  are  being  discounted 
well  ahead — much  further  ahead  than 
is  normal  or  safe.  Stocks  yield  substan- 
tially less  than  bonds.  Th  e  great  quest  is 
for  'growth,'  with  little  interest  in  in- 
come, either  current  or  nearby  pros- 
pect. There  is  much  talk  about  infla- 
tion, and  widespread  assumption  that 
stocks  should  be  bought  as  a  hedge 
against  inflation — which  thus  far  they 
have  been.  Actually,  it  should  be  re- 
membered, it  is  the  buying  of  stocks  as 
a  hedge  against  inflation  which  has 
created  greater  inflation  in  the  stock 
market  than  in  most  other  areas  of  the 
economy." 

— Forbes  columnist  Lucien  O.  Hooper 
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The  measure  of  a  man  is  the 
way  he  bears  up  under  misfortune. 
Plutarch 


Good  manners  and  soft  words 
have  brought  many  a  difficult 
thing  to  pass. 
John  Vanbrugh 


There  is  nothing  in  the 
world  so  much  admired  as 
a  man  who  knows  how  to  bear 
unhappiness  with  courage. 
Seneca 


All  men  commend  patience, 
although  few  are  willing 
to  practice  it. 
Thomas  a  Kempis 


It  is  a  bad  plan  that 
admits  of  no  modification. 
Publilius  Syrus 


A  Text . . . 

We  are  troubled  on  every 
side,  yet  not  distressed; 
we  are  perplexed,  but  not 
in  despair;  persecuted, 
but  not  forsaken;  cast 
down,  but  not  destroyed. 
II  Corinthians  4:8-9 


Sent  in  by  Vickram  Singh,  Virgin  Gorda,  BVI. 
What's  your  favorite  text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Business  of  Life  is 
presented  to  senders  of  texts  used. 


In  any  controversy,  the 
instant  we  feel  anger  we 
have  already  ceased  striving 
for  the  truth  and  have  begun 
striving  for  ourselves. 
Thomas  Carlyle 


By  trying,  we  can  easily 
learn  to  endure  adversity — 
another  man's,  I  mean. 
Mark  Twain 


Thoughts 

on  the  Business  of  Life 


Tfje  man  who  is  bigger  than  his 
job  keeps  cool.  He  does  not 
lose  his  head,  he  refuses  to 
become  rattled,  to  fly  off  in 
a  temper.  There  is  something 
admirable,  something  inspiring, 
something  sonl-stirring  about 
a  man  who  displays  coolness 
and  courage  under  extremely 
trying  circumstances. 
B.C.  Forbes 


Manage  yourself  first  and 
others  will  take  your  orders. 
David  Seabury 


The  higher  you  climb  on 
the  mountain,  the  harder 
the  wind  blows. 
Sam  Cummings 


In  times  like  these,  it 
is  helpful  to  remember 
that  there  have  always 
been  times  like  these. 
Paul  Harvey 


Merely  ignoring  a  problem 
will  not  make  it  go  away.  . .  . 
Nor  will  merely  recognizing  it. 

CULLEN  HlGHTOWER 


Suffering  becomes  beautiful 
when  anyone  bears  great 
calamities  with  cheerfulness, 
not  through  insensibility 
but  through  greatness  of  mind. 
Aristotle 


More  than  3,000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  574- 
page  book  at  $13.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Ave.,  New  York.  N.  Y. 
10011.  Add  appropriate  sales  tax  on  New 
York  State  orders. 


The  best  way  to  know  a  man 

is  to  watch  him  when  he  is  angry. 

Hebrew  Proverb 


There  is  no  feeling  in  this 
world  to  be  compared  with 
self-reliance — do  not  sacrifice 
that  to  anything  else. 
John  D.  Rockefeller 


Steady  nerves  and  a  quiet  mind 
are  not  things  we  go  out  and 
find;  they  are  things  we  create. 
John  R.  Miller 


One  cool  judgment  is  worth 
a  thousand  hasty  councils. 
Woodrow  Wilson 


Nothing  is  more  humiliating 
than  to  see  idiots  succeed  in 
enterprises  we  have  failed  in. 
Gustave  Flaubert 


Grow  angry  slowly — 
there's  plenty  of  time. 
Ralph  Waldo  Emerson 


The  individual  needs  to  be 
in  constant  struggle  with 
his  environment  if  he  is  to 
develop  to  his  highest 
capacity.  Hard  conditions 
of  life  are  indispensable 
to  bringing  out  the  best 
in  human  personality. 
Alexis  Carrel 


Always  imitate  the  behavior 
of  the  winners  when  you  lose. 
George  Meredith 


He  that  will  not  reason 
is  a  bigot;  he  that  cannot 
reason  is  a  fool;  he  that 
dares  not  reason  is  a  slave. 
William  Drummond 


God  gave  us  memories  so  that 
we  might  have  roses  in  December. 
James  Barrie 
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When  you  think  of  training 
think  of  Date  Carnegie. 

Because  training  is  all  we  do,  and 
we  know  how  to  make  it  work! 


Dale  Carnegie  offers  five  distinctly  different 
courses,  each  for  a  different  purpose . . . 
all  designed  to  improve  the  performance  and 
increase  the  effectiveness  of  men  and  women 
at  every  level  of  responsibility. 

THE  DALE  CARNEGIE  MANAGEMENT  SEMINAR® 

\  highly  concentrated  executive  development  program 
stressing  the  human  aspects  of  modern  goal-oriented  man- 
agement. Seminar  participants  improve  their  abilities  to 
delegate  more  productively,  to  communicate  thoughts,  ideas, 
and  proposals  more  concisely,  more  effectively,  and  to  inspire 
greater  teamwork  and  cooperation  from  others.  They  gain  a 
Detter  working  knowledge  of  the  total  management  process 
is  well  as  their  own  managerial  functions.  The  Seminar 
Drovides  a  detailed  follow-up  program  with  built-in  controls, 
:heck-points,  and  feedback  systems  to  help  monitor  per- 
formance, progress,  and  overall  productivity. 

THE  DALE  CARNEGIE  SALES  COURSE® 

\  practical,  down-to-earth  training  program  designed  to 
nelp  salespeople  increase  their  skills  in  the  various  aspects  of 
:he  motivational  sales  process . . .  from  qualifying  prospects, 
and  improving  presentations,  to  timing  the  close  of  the  sale. 
Salespeople  learn  to  use  fresher,  more  relevant  selling  lan- 
guage and  to  handle  objections  and  sales  resistance  more 
effectively  They  increase  their  selling  confidence  and  their 
yverall  sales  productivity.  The  participants' progress  is 
neasured  by  actual  on-the-job  sales  increases  achieved 
'ring  the  course  of  the  training. 

2  DALE  CARNEGIE  COURSE® 

Recognized  worldwide  for  its  effectiveness  in  motivating 
nd  inspiring  men  and  women  to  discover  and  develop  more 
their  potential  talents  and  abilities.  Participants  learn  to 
nmunicate  their  thoughts,  ideas,  and  feelings  more  clearly, 
~e  effectively.  They  develop  a  better  understanding  of 
lan  relations  which  enables  them  to  get  along  even  better 
:heir  associates,  co-workers,  and  friends.  They  increase 
self-confidence,  their  self-reliance.  They  develop  better 
ry  skills.  They  learn  to  live  and  work  with  less  worry 
.xSion  and  they  become  more  confident  in  their  ability 
'<e  decisions  and  resolve  difficulties. 


THE  DALE  CARNEGIE 
CUSTOMER  RELATIONS  COURSE 

To  improve  the  performance  and  increase  the  effective- 
ness of  personnel  who  have  customer-contact  responsibili- 
ties. Participants  leafn  to  make  better  first  impressions  with 
customers.  They  improve  their  ability  to  present  product 
benefits  in  terms  of  customer  needs  and  to  generate  more 
add-on  sales . . .  more  repeat  sales.  They  learn  to  handle  com- 
plaints more  effectively  for  both  the  customer  and  the 
company.  The  results  come  quickly  and  visibly  in  terms  of 
increased  overall  sales  and  happier,  more  loyal  customers. 

THE  DALE  CARNEGIE 

PERSONNEL  DEVELOPMENT  COURSE 

To  bring  greater  unity  and  harmony  to  internal  operations 
by  raising  employee  morale  and  improving  both  person-to- 
person  and  group-to-group  working  relations.  A  fresh 
spirit  of  teamwork  and  cooperation  is  developed  as  par- 
ticipants learn  to  work  more  effectively  with  their  peers, 
with  management,  with  suppliers,  and  with  customers.  A 
reduction  of  internal  conflicts,  absenteeism,  and  staff  turn- 
over contributes  to  greater  continuity  and  productivity  in 
your  operations. 

All  five  distinctly  different  Dale  Carnegie  Courses 

are  backed  by  years  of  development,  testing,  and  practical 
application  gained  in  the  process  of  training  more  than  2lk 
million  men  and  women  representing  a  wide  variety  of 
business,  professional,  and  social  backgrounds.  The  effec- 
tiveness of  the  training  is  constantly  reaffirmed  each  year 
by  the  hundreds  of  companies,  botb  large  and  small, 
which  use  Dale  Carnegie  Courses®  to  supplement  their 
regular  in-house  programs.  Dale  Carnegie  Training®  is 
conveniently  offered  in  large  and  small  communities  across 
the  United  States  as  well  as  in  Canada  and  many  other 
countries  of  the  world. 

For  more  information  about  Dale  Carnegie  Courses,®  call 

or  write  for  a  free  copy  of  our  quick-reading  booklet  which 
outlines  the  contents,  methods,  and  objectives  of  each 
Course.  Please  call  toll-free  (800)  231-5800.  In  Texas,  call 
(800)  392-2424.  Or  write  directly  to  the  address  below. 


DALE  CARNEGIE  &  ASSOCIATES,  INC 

SUITE  21 4  F  •  7047  REGENCY  SQUARE  BLVD.  •  HOUSTON, TEXAS  77036 
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36  Government  The  Fed 
versus  nonhank  banks. 


54  "We  need  a  different 
relationship  between  busi- 
ness and  labor. " 


71  Ihe  Up  &  Comers:  "I 
was  never  sure  what  'go- 
ing public'  meant  " 


The  editorial  index  of 
companies  referred  to  in 
this  issue  is  on  page  146. 


30  Forest  Products: 

Where  Are  All  The  Greater  Fools? 

Some  timber  company  executives  in  the  Far 
West  would  like  to  know.  They  bought  con- 
tracts to  cut  10  billion  board  feet  of  timber  at 
what  could  be  a  $2  billion  loss. 

32  Wall  Street: 

Say  Hello  To  The  Black  Box 

And  the  specialists  think  it's  terrific. 

33  Mores: 

The  Times,  They  Are  A-changin' 

The  more  they  change,  the  more  they  remain 
the  same.  Consider  fames  Watt's  bugaboo, 
the  Beach  Boys. 

34  Communications: 
Deregulation  And  Reality 

What's  this?  The  big  guys  hanging  on  little 
guys'  coattails? 

35  The  Frigitemp  Scandal: 
Lawson  Bernstein  Keeps  Digging 

There  is  more  to  come,  says  the  man  most 
responsible  for  blowing  the  whistle  on  Gener- 
al Dynamics'  Taki  Veliotis. 

36  Banking: 
Preemptive  Strike 

The  Fed  has  hit  the  banks  and  Congress  with  a 
two-by-four.  But  the  story  isn't  over  yet. 

46  The  Streetwalker: 
Spinoffs  Aplenty 

Wall  Street  doesn't  like  Rollins,  but  its 
founder  does.  Also:  Allen  &  Co.'s  bet  on  The 
Union  Corp.;  TransTechnology. 

50  Companies: 

Canandaigua  Wine  Co. 

Its  chateau  is  reminiscent  more  of  Bayonne, 
N.J.  than  Burgundy.  But  its  income  statement 
has  a  marvelous  bouquet. 

54  As  I  See  It: 
Felix  Rohatyn 

Here's  why  one  of  the  principal  architects  of 
New  York  City's  financial  recovery  believes 
we  need  a  national  industrial  policy. 

60  Motion  Pictures: 
Stix  Pix  Biz  Clix 

How  you  gonna  keep  'em  down  in  Hollywood 
after  they've  seen  Fort  Worth; 


65  Utilities: 

Indianapolis  Power  &  Light  Co. 

A  decade  ago,  it  couldn't  afford  to  get  into 
nuclear  power.  And  so.  .  .  . 

66  On  The  Docket: 
The  Cost  Of  Justice 

Believe  it  or  not,  the  average  civil  jury  award 
has  been  stable  for  20  years.  So  why  do  we 
keep  hearing  about  giant  judgments? 

70  The  Up  &  Comers: 
Vicorp  Restaurants,  Inc. 

In  eight  months,  Gordon  Miles'  little  com- 
pany acquired  147  cast-off  restaurants.  How 
does  he  plan  to  turn  them  all  into  winners? 
Also:  The  Petrie  Corp.;  Oak  Hill  Sportswear 
Corp.;  Computer  Language  Research,  Inc. 

77  Companies: 
Smucker's 

It's  a  familiar  story:  Superb  basic  business,  big 
mistakes  on  acquisitions.  But  the  Smucker 
family  must  try  again. 


78  Cover  Story: 

Murdoch  Moves  Up 

Is  Rupert  Murdoch  overreaching  himself  in 
going  after  Warner  Communications?  Not 
bloody  likely.  He  is  merely  taking  the  next 
logical  step  in  building  what  could  be  the 
world's  greatest  communications  empire. 


88  Companies: 
Motorola 

Bob  Galvin's  decision  to  take  the  motor  out  of 
Motorola  is  paying  off  in  a  big  way. 

91  Management: 

Commission  Or  Salary? 

A  decade  ago,  salesmen  wanted  the  security 
of  a  regular  paycheck.  Now  the  old-fashioned 
commission  is  making  a  comeback. 

94  Energy: 

The  Slurry  Pipeline  Runs  Dry 

It  could  have  been  one  of  the  biggest  engineer- 
ing ventures  in  U.S.  history.  Instead,  it's 
foundering  on  the  most  fundamental  busi- 
ness mistake  of  all. 

96  Companies: 

Pier  1  Imports  Inc. 

How  do  you  bring  a  Sixties  company  into  the 
Eighties? 
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Whatever 
happened 

to  Jane? 


Who  would've  thought  a  typewriter  could  improve 

Jane's  image?  Or  keep  her  calm  in  the  face  of  last 

minute  revisions?  Or  make  her  work  so  efficiently  she 

almost  never  had  to  stay  late? 

When  that  typewriter  is  the  Xerox  Memorywriter, 

it's  really  not  hard  to  understand. 
When  you  have  a  typewriter  that  lets  you  make 

revisions  without  having  to  retype  the  entire  letter- 
When  you  can  make  all  your  corrections  in  a 

display  so  that  no  mistake  ever  reaches  the  page— 
When  you  can  store  and  print  out  phrases, 

whole  letters,  even  multi-part  forms  at  the  touch  of 

a  button— 

When  you  can  remember  hundreds  of  letters  and 
documents  word  for  word— 

When  you  can  print  out  faster,  get  your  work  done 
more  easily  and  make  fewer  errors— 


When  you  can  turn  out  better  work  than  almost 
anybody  in  the  office— 
You  change,  you  change. 

(If  you'd  like  to  change  like  Jane,  call  1-800-833-232: 
extension  74,  your  local  Xerox  office,  or  mail  in  the 
coupon  below.) 

Xerox  Corp.,  Box  24,  Rochester,  NY  14692. 

□  Please  have  a  sales  representative  contact  me. 

□  I'd  like  to  see  a  Memorywriter  demonstration. 

□  Please  send  me  more  information. 


Name 

Title 

Cnmnanv 

Address 

City  I 

State 

Zip 

Phone 

n  152  i/i 


X  EKOX®  is  a  trademark  of  XEROX  CORPORATION. 


Visa.  MasterCard.  American  Express  cards  accepl 


JANE'S  BOSS 

She  doesn't  mind  typing 

my  revisions  anymore. 


JANE  S  OFFICE  MANAGER 

She's  become  the  fastest 
worker  in  the  office. 


JANE  S  MAILBOY 

She  sure  looks  happier. 


JANE'S 
CO-WORKER 

Suddenly,  she  has 
a  memory  for 
details  you 
wouldn't  believe. 


JANE'S 

CLEANING  LADY 

Now  she  goes  home 
on  time. 
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A  Fleet  Street  view 
of  one  of  its  own, 
Lord  Beaverbrook 


Why  all  the  heat? 

Americans  seem  to  be  having  a  curiously  hard  time  getting  a 
handle  on  Australian  publisher  Rupert  Murdoch.  We  think  there  is 
less  to  Murdoch's  motives  than  meets  the  eye.  He  is,  as  our  cover 
story  makes  plain  (p.  78),  an  unsentimental  man  with  considerable 
intelligence  and  experience  who  has  made  a  lot  of  money  in  print 
publishing  and  thinks  he  knows  how  to  make  a  great  deal  more — 
there  and  in  other  media  as  well. 

But  there  seems  more  than  meets  the  eye  to  the  startlingly 
strong  antipathy  he  provokes  in  some  quarters  here.  One  reason 
may  lie  in  some  muddled  notions  a  good  many  of  us  have  about 
journalism.  The  muddle  arises  in  thinking  about  the  press  in 
"either/or"  terms — either  it  is  a  democracy's  final 
defense  against  fascism,  or  it  is  a  panderer  to  the 
basest  interests  and  instincts  of  humankind.  A 
free  society,  it  need  hardly  be  noted,  allows 
the  press  to  be  both.  It  dare  not  do  other- 
wise. Nevertheless,  it  obviously  distresses 
many  that  in  London,  say,  Murdoch  pub- 
lishes both  the  stately  Times  and  the  sex- 
saturated  Sun  and  in  New  York  both  the 
stylish  weekly  magazine  New  York  and  the 
street-smart  tabloid  the  New  York  Post.  The 
distress  seems  to  us  unnecessary.  Whatever 
else  it  is,  the  press  is  also  a  business.  The 
market  will  decide  what  is  wanted. 

Another  reason  for  the  antipathy  Murdoch  seems  to  attract  so 
easily,  as  our  story  also  makes  plain,  may  be  more  a  matter  of 
inadequate  information  than  of  muddled  thinking.  Americans 
simply  don't  know  much  about  the  world  of  Fleet  Street,  the  hub  of 
British  journalism  in  London,  and  its  traditions.  Murdoch  was  born 
to  them.  The  closest  that  most  of  us  may  have  come  to  that  cynical 
and — above  all — competitive  milieu  is  what  Ben  Hecht  and 
Charles  MacArthur  evoked  in  the  well-known  play  Tfje  Front  Page, 
their  lively  evocation  of  journalism  as  practiced  in  Chicago  in  the 
1920s.  Murdoch  is  undeniably,  even  ferociously,  competitive.  It 
strikes  us  as  odd,  though,  that  Americans,  of  all  people,  should  be 
so  troubled  by  it. 

Our  story  was  written  by  Tom  O'Hanlon,  who  received  the  Fleet 
Street  tradition  as  a  reporter  on  the  Irish  Independent,  a  national 
daily  edited  in  Dublin.  O'Hanlon,  who  has  made  his  home  in  the 
U.S.  since  1958,  is  completing  a  book  on  Murdoch.  He  spent  the 
past  year  traveling  to  every  Australian  city  in  which  Murdoch  has  a 
paper,  and  interviewed  more  than  a  hundred  people  there,  in 
London  and  in  the  U.S. 

Clarification 

In  a  story  on  General  Dynamics  and  former  GD  executive  Taki 
Veliotis,  in  the  fan.  16  issue,  Forbes  reported  that  GD  Chairman 
David  Lewis  admitted  he  had  heard  rumors  in  1979  of  kickbacks  to 
Veliotis.  Lewis  has  complained  that  this  isn't  what  he  said,  and  he 
is  correct.  What  Lewis  told  Forbes  is  that  in  1979  he  heard  rumors 
of  wrongdoing  and  ordered  audits  of  the  books  at  his  Quincy 
shipyard,  but  that  he  didn't  hear  any  allegation  that  shipyard  boss 
Veliotis  might  have  been  involved  until  late  in  1982.  Forbes 
regrets  the  misunderstanding.  For  more  developments  see  page  35. 
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Garbage  at  dawn 
can  turn  profits 
tonight. 


In  a  growing  number  of  U.S.  cities, 
private  investors  are  incinerating  municipal 
refuse  to  generate  low-cost  electricity  for 
sale  to  local  utilities  under  provisions 
of  the  Federal  pur  pa  Act. 

Depletion  of  traditional  landfills  makes 
this  an  environmentally-sound  solution  to 
te  disposal  for  medium  and  large  popula- 
1  centers.  And  it's  an  attractive  investment, 
especially  when  the  installations  are 
equipped  with  highly  reliable  Brown  Boveri 
turbine  generators,  switchgear,  and  other 
critical  electrical  components. 

Our  success  in  municipal  waste  recovery 
is  just  one  more  example  of  Brown  Boveri's 
/orldwide  leadership  in  power  products  for 
arkets  that  include  industry,  utilities,  transit, 
constuction,  marine  and  government. 

Write  BBC  Brown  Boveri,  Inc.,  Dept.  PG, 
1460  Livingston  Avenue,  North  Brunswick,  NJ  08902. 

Or  contact  any  one  of  our  more  than 
40  offices  in  principal  U.S.  cities. 


BBC 

BROWN  BOVERI 


Brown  Boveri 

Nobody  handles  power  like  Brown  Boveri. 


There  are  rules  for  driving  a  computer;  too. 


Everyone  knows  that  the  rules  of  the  road  have  to  be  taken 
seriously.  So  do  the  rules  for  using  a  computer. 
Two  of  those  rules  are  basic: 

Everyone  who  uses  a  computer  has  a  responsibility  for  the 
security  of  the  information  in  that  machine.  No  one  who  uses  aj 
computer  has  the  right  to  violate  anyone  else  s  security. 

To  help  people  keep  to  those  rules,  we  at  IBM  have  develope< 
a  wide  range  of  security  systems,  from  key  locks  to  encryption 


evices.  But  good  security  requires  something  from  everyone 
ivolved  with  information  systems. 

Both  the  suppliers  and  users  of  computers,  software  and 
^communications  have  a  responsibility  to  use  such  information 
ystems  conscientiously,  and  with  the  understanding  that  other 
>eople  depend  on  these  systems  too. 

Because  when  it  comes  to  keeping  information  secure,  each 
ne  of  us  is  in  the  driver's  seat.  ======,  ,==@ 


Trends 


The  winter  book 

The  Reverend  Jesse  Jackson  may  have 
scored  the  campaign  coup  of  the  year 
by  bringing  home  that  captured  Navy 
flier  from  Syria,  but  it  had  no  apparent 
effect  on  London's  oddsmakers,  the 
only  ones  who  post  a  line  on  U.S. 
presidential  elections.  (Such  doings 
are  banned  in  U.S.  betting  centers  like 
Las  Vegas.)  Jackson  stayed  at  10-toT 
as  a  presidential  aspirant  on  Lad- 
broke's  tote  board,  topped  by  odds-on 
favorite  Walter  Mondale,  at  l-to-4, 
and  Senator  John  Glenn,  at  4-toT. 
George  McGovern  stands  fourth  (33- 
to-1),  trailed  by  Senators  Alan  Cran- 
ston and  Gary  Hart  (50-to-l)  and  Sena- 
tor Ernest  Hollings  and  former  Florida 
Governor  Reubin  Askew  (100-to-l). 


The  Reverend  Jesse  Jackson 
Do  headlines  deliver? 


(On  the  GOP  side,  it's  Ronald  Reagan 
across  the  board.)  Ron  Pollard,  Lad- 
broke's  oddsmaker,  also  has  a  line  on 
the  winning  party:  The  GOP  is  l-to-4, 
the  Democrats  5-to-2.  So  far,  the  race 
has  been  a  yawn,  with  only  one  bet 
placed — 500  pounds  on  John  Glenn. 


The  big-car  problem 

The  American  driver's  new  appetite 
for  big  cars  has  created  special  prob- 
lems for  Detroit.  The  bigger,  lower- 
mileage  models  have  so  changed  the 
"mix"  of  cars  sold  that  Ford  and  Gen- 
eral Motors  were  failing  to  meet  this 
year's  government  standard  for  fuel 
economy,  27  miles  per  gallon.  Ford 
now  expects  to  get  its  passenger  cars 
past  this  roadblock  by  using  carryfor- 
ward credits  from  earlier  years  when 
they  topped  the  required  mpg  stan- 
dard and  carryback  credits  from  fu- 
ture years.  (And  if  Ford  can  get  Wash- 
ington to  lump  together  its  two- 
wheel-  and  four-wheel-drive  trucks,  it 


would  help  even  more.)  General  Mo- 
tors, however,  still  has  a  problem.  Its 
sales  of  big  cars  have  reduced  GM's 
"fleet  average"  for  total  cars  produced 
for  this  year  to  24.7  mpg,  well  below 
the  1984  requirement.  If  it  can't  win 
an  agreement  from  Washington,  that 
could  cost  GM  a  bundle.  The  penalty 
levied  is  $5  per  car  for  every  tenth  of  a 
mile  the  fleet  average  falls  below  the 
mandated  figure.  (Chrysler  and  Amer- 
ican Motors,  with  no  "big"  cars  to 
speak  of,  are  not  affected.)  Hundreds 
of  millions  of  dollars  are  at  stake. 


Dial  AT&T  for  Utopia 

Should  local  phone  companies  and 
customers  be  charged  for  "access"  to 
AT&T  long-distance  lines?  A  study 
by  Wharton  Econometric  Forecasting 
Associates  says  that  without  such 
charges,  the  new  AT&T  will  be  ex- 
pected to  continue  subsidizing  local 
telephone  service,  at  the  consumer's 
expense.  This  AT&T-funded  study 
notes  that,  on  the  basis  of  Wharton's 
long-term  model  of  the  economy,  the 
proposed  charges  ($2  per  line  for  resi- 
dences this  year,  $6  per  line  for  busi- 
nesses) would  be  more  than  offset  by 
cuts  in  long-distance  rates  (which 
AT&T  now  says  will  be  deeper  than 
originally  estimated).  Wharton  claims 
average  telephone  rates  will  increase 
1.8%  per  year  with  the  charges  and 
3%  without  them.  Moreover,  demand 
for  phone  service  would  rise,  it  pre- 
dicts. The  lower  phone  bills,  it  says, 
will  also  cut  consumer  prices  and 
raise  discretionary  incomes.  Over  the 
next  five  years,  the  study  claims,  low- 
er prices  and  interest  rates,  higher 
consumer  demand  and  increases  in 
net  exports  will  generate  $46.2  billion 
more  in  gross  national  product.  The 
study  also  says  the  charges  would  gen- 
erate 80,000  new  jobs  initially, 
400,000  new  jobs  a  year  by  1987  and  a 
reduction  in  federal  debt  of  $21.5  bil- 
lion by  1988. 


Plants  versus  people 

Why  is  foreign  competition  grabbing 
off  so  much  of  the  U.S.  market?  At 
least  some  blame  goes  to  U.S.  busi- 
ness schools  for  helping  to  develop 
what  Yoshi  Tsunami,  a  professor  of 
marketing  and  international  business 
at  Baruch  College  in  New  York  City, 
calls  a  "neutron  bomb"  attitude 
among  American  executives.  "At  the 
first  sign  of  business  difficulty,"  says 
Tsurumi,  "many  American  execu- 
tives zap  all  human  resources  in  order 
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to  salvage  bricks,  mortar  and  ma- 
chines." This,  he  says,  means  firing 
platoons  of  $20,000-a-year  managers 
so  that  a  $750,000  chief  can  keep  his 
corner  office.  All  too  often,  Tsurumi 
says,  business  schools  teach  that  la- 
bor is  a  "disposable  cost."  Nor  does 
Tsurumi  spare  his  peers,  arguing  that 
business  school  professors  know  little 
about  U.S.  companies  and  less  about 
their  Japanese  competitors.  As  a  re- 
sult, says  Tsurumi  (who  is  Japanese 
himself),  business  students  develop 
an  "unhealthy  disdain  for  getting 
their  hands  dirty  in  factories  and  sales 
offices,  as  well  as  for  learning  to  coop- 
erate with  fellow  human  beings." 


The  not  so  silent  butler 

Those  who  are  too  lazy  to  get  their 
own  drinks  can  now  buy  a  robot  that 
will  do  it  for  them.  At  the  Consumer 
Electronics  Show  in  Las  Vegas,  Hubo- 
tics,  Inc.  of  Carlsbad,  Calif,  intro- 
duced a  $3,495  Hubot,  a  robot  with  a 
built-in  personal  computer,  12-inch 
television  set  and  a  synthesized  voice 
with  a  1,200-word  vocabulary.  Op- 
tions like  a  drink  tray,  an  arm,  a  hand 
and  a  voice  command  module  will 
cost  extra.  But,  says  its  maker,  the 
electronic  gizmo  also  features  a  stereo 
cassette  player,  videogame  set,  digital 
clock  and  an  obstacle-sensing  device 
and  navigational  system  that  will  al- 
low the  Hubots  to  dodge  them.  Op- 
tions such  as  a  burglar  alarm,  fire 
alarm  and  vacuum  cleaner  won't  be 
available  until  this  spring.  Hubotics 
President  Michael  Forino  says  that 
the  devices  will  be  in  stores  by  this 
May,  and  he  expects  to  sell  about 
2,500  the  first  year.  One  caution:  Hu- 
bot can't  mix  drinks;  it  only  serves 
them.  But,  Forino  says,  "Once  you 
have  the  basic  model,  you  can  keep 
adding  new  functions." 


What  price  heat? 

Americans  are  using  less  energy  and 
paying  much  more  for  it.  A  survey  of 
over  6,200  homes  published  in  the 
government's  Monthly  Energy  Review 
shows  that  between  1978  and  1981 
total  consumption  of  fuels  in  U.S. 
homes,  excluding  gasoline,  dropped 
10%,  from  10.6  billion  quadrillion 
Btu  to  9.5  billion  quadrillion  in  1981. 
Overall  household  energy  expendi-  j 
tures,  however,  rose  53%,  to  $85  bil- 
lion. Average  household  use  fell  17%, 
to  114  million  Btu,  in  1981.  (That 
drop  was  partly  attributed  to  a  colder 
winter  in  1978,  but  also  to  higher  use 
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of  renewable  fuels,  improved  insula- 
tion and  lower  thermostat  settings.) 
Still,  the  average  household  bill  went 
up  41%,  to  $1,022,  in  1981,  the  study 
says.  Roughly  55%  of  U.S.  homes 
were  heated  with  natural  gas  in  1981, 
trailed  by  fuel  oil  (about  15%),  elec- 
tricity (about  18%),  liquid  petroleum 
gas  (4%)  and  wood  (more  than  5%). 
Fuel  consumption  fell  an  average  24% 
in  households  earning  $35,000  or 
more  a  year  and  19%  in  households 
with  incomes  under  $5,000  a  year,  the 
study  shows.  But  while  the  well-to-do 
spent  only  3%  of  their  incomes  for 
energy  in  1981,  the  poor  spent  an  av- 
erage of  22%. 


A  plan  for  all  seasons 

The  chief  economist  of  Lehman 
Brothers  Kuhn  Loeb  thinks  he  has  a 
way  to  end  the  present  gridlock  over 
federal  deficits.  Allen  Sinai,  who  says 
something  "meaningful"  must  be  in 
place  early  this  year,  suggests  a  new 
bipartisan  commission  along  the  lines 
of  the  group  headed  by  economist 
Alan  Greenspan  that  worked  out  a 
solution  to  the  Social  Security  fund- 
ing crisis  in  1983.  "Since  the  Presi- 
dent and  Congress  are  at  logger- 
heads," he  says,  and  with  elections 
coming  up,  "this  would  be  one  way  to 
get  a  dialog  going."  Such  a  commis- 
sion, Sinai  predicts,  would  recom- 
mend reducing  the  budget  deficits  by 
$100  billion  annually  for  four  or  five 
years.  These  would  be  split  between 
new  taxes  and  spending  cuts,  with  the 
taxes  coming  first  because,  he  points 
out,  spending  reductions  take  longer. 
Sinai  would  like  to  see  such  a  plan  in 
effect  by  next  October  or  by  January 
1985,  including  cuts  in  both  entitle- 
ments and  defense  spending,  and 
thinks  it  could  produce  a  drop  in  in- 
terest rates  of  1  %  to  4%  within  three 
to  six  months. 


The  stay-at-homes 

While  Americans  poured  money  into 
the  Christmas  stocking  this  year — 
$28  billion,  or  $335  per  household, 
according  to  Richard  Rahn,  chief 
economist  of  the  U.S.  Chamber  of 
Commerce — they  scrimped  on  travel. 
Douglas  Frechtling,  who  tracks  trends 
for  the  industry's  U.S.  Travel  Data 
Center,  says  companies  are  running 
"lean  and  mean,"  with  business  trips 
down  14%  in  1983  and  not  likely  to 
increase  this  year.  Vacation  travelers 
took  no  more  trips  last  year  than  in 
rock-bottom  1982,  although  Frech- 
tling expects  a  "considerable  in- 
crease" in  1984.  Still,  he  warns, 
Americans  have  been  cautious  about 


vacations:  "Some  jobs  are  gone  for- 
ever." The  weather  also  helped  keep 
people  home — a  cold  April  and  May, 
the  hottest  August  in  25  years,  a  hur- 
ricane in  Texas.  Nor  have  foreigners 
filled  the  gap  by  flocking  to  the  U.S., 
as  they  have  in  previous  years.  Don 
Wynegar,  who  follows  world  travel 
for  the  Commerce  Department,  says 
the  number  of  foreign  visitors 
dropped  for  the  second  straight  year, 
with  the  high  value  of  the  dollar  a 
principal  factor.  The  bright  spots  for 
1984:  Hotel  rates  went  up  only  5% 
after  four  years  of  double-digit  raises, 
and  the  Los  Angeles  Olympics  and 
New  Orleans  World's  Fair  should  gen- 
erate traffic. 


More  pay  for  patents 

Yankee  ingenuity  and  inventiveness 
have  fallen  behind  Western  Europe's 
and  Japan's,  according  to  the  current 
Harvard  Business  Review,  largely  be- 
cause U.S.  companies  rely  "on  a  vol- 
untary system  of  rewarding  employ- 
ees for  inventions."  One  sign  of  trou- 
ble is  the  number  of  U.S.  patents 
issued  in  the  last  decade,  writes  Neal 
Orkin,  a  Philadelphia  attorney  and  as- 
sistant professor  of  business  law  at 
Drexel  University.  Measured  per  mil- 
lion of  population,  they  dropped  from 
225  in  1970  to  169  in  1980,  he  says. 
Measured  per  $1  billion  dollars  of 
gross  national  product,  he  says,  they 
fell  from  nearly  54  in  1972  to  26  in 
1980.  During  the  same  years  the  per- 
centage of  U.S.  patents  granted  to  for- 
eigners— mostly  West  Germans  and 
Japanese — rose  from  25%  to  39%. 
U.S.  inventors  are  not  less  creative, 
Orkin  says,  just  poorly  rewarded. 
"Proposals  that  would  remedy  this 
situation  have  come  before  Congress 
on  several  occasions  in  recent  years," 
he  writes,  "but  industry  has  consis- 
tently opposed  them."  Most  industri- 
alized nations,  Orkin  notes,  protect 
employees'  patent  rights  by  statute, 
but  Americans  must  often  sign 
preemployment  contracts  turning 
them  over  to  their  employers.  The 
solution  is  simple,  he  says:  Give  in- 
ventors a  "piece  of  the  action." 


Person  to  person 

Ma  Bell's  famous  "voice  with  a 
smile"  has  a  new,  more  competitive 
assignment.  When  an  AT&T  operator 
now  places  an  overseas  call  or  any 
long-distance  one  in  the  U.S.,  he  or 
she  gives  the  caller  a  warm  "Thank 
you  for  using  AT&T."  This  hair-rum- 
pling touch  is  understandable  for  do- 
mestic callers  since  AT&T  is  engaged 
in  long  range  warfare  with  a  slew  of 


■si 


A  Bell  operator  in  print 

A  familiar  voice,  a  new  message. 


competitors— MCI,  SPRINT,  etc.  The 
big  utility  is  taking  no  chances  on  the 
overseas  market;  it  still  dominates 
but  new  competition  is  starting  to 
move  in.  "Virtually  all  of  the  voice 
transmission  market  overseas  is  still 
AT&T,"  says  Charles  Thornton,  the 
company's  director  of  operator  ser- 
vices, "but  overseas  is  getting  more 
competitive."  When  U.S.  regulators 
decided  to  let  AT&T  into  the  overseas 
"record"  (data  transmission)  market, 
long  the  province  of  electronic  rivals, 
they  also  opened  up  voice  transmis- 
sion— which  had  belonged  to 
AT&T — to  competitors.  So  Ma  Bell  is 
emphasizing  the  message.  "We  want 
to  take  advantage  of  all  our  contacts 
with  the  public,"  Thornton  says. 


The  President's  scorecard 

President  Reagan's  success  rate  in 
Congress,  82%  in  1982,  fell  to  67% 
last  year,  lowest  since  he  took  office, 
reports  the  Congressional  Quarterly. 
One  factor:  Democrats  voted  together 
more  often.  Also,  four  of  Reagan's  po- 
tential Democratic  opponents  are 
U.S.  senators.  In  1983  Gary  Hart  of 
Colorado  disagreed  on  46%  of  the 
votes  on  which  the  President  took  a 
stand;  Alan  Cranston  of  California, 
40%;  and  both  John  Glenn  of  Ohio 
and  Ernest  Hollings  of  South  Caroli- 
na, 35%.  The  numbers  are  skewed  by 
the  quartet's  irregular  attendance,  the 
report  notes.  Hollings  voted  only  in 
half  of  1983's  roll  calls.  Glenn  voted 
64%  of  the  time,  Hart  63%  and  Cran- 
ston 56% . 
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Backup  for  bonds 

With  the  huge  default  of  the  Washing- 
ton Public  Power  Supply  System 
bonds  last  year,  investors  in  munici- 
pal bonds — 80%  of  them  individ- 
uals— have  been  clamoring  for  insur- 
ance prote'ction  (Forbes,  Sept.  12, 
1983)-  But  there  was  a  problem. 
"Clearly,  demand  is  outstripping  sup- 
ply," Forbes  wrote. 

Now,  supply  is  catching  up.  Joining 
American  Municipal  Bond  Assurance 
Corp.  (a  subsidiary  of  MGIC  Invest- 
ment Corp. )  and  Municipal  Bond  Insur- 
ance Association — the  two  major 
muni  bond  insurers — is  the  newly 
formed  Financial  Guaranty  Insurance 
Co.  With  backing  from  Merrill  Lynch, 
Lehman  Brothers,  Kemper  Group, 
General  Electric  Credit  Corp.  and  Gen- 
eral Reinsurance  Corp.,  FGIC's  initial 
capitalization  is  $85  million.  "There's 
more  where  that  came  from,"  says 
Gerald  Friedman,  an  FGIC  investor 
and  its  new  chief  executive. 

Friedman  is  no  newcomer.  A 
founder  of  AMBAC  and  a  pioneer  in 
the  development  of  muni  bond  insur- 
ance in  the  early  1970s,  he  quit  as 
MGIC  Investment  Corp.'s  chief  oper- 
ating officer  in  1981  when  Baldwin- 
United  took  over.  He  later  hired  sev- 
eral top  MGIC  people,  the  core  of  the 
new  firm's  management. 

Over  the  next  five  years,  Friedman 
figures,  FGIC  will  insure  at  least  $25 
billion  of  new  municipal  bond  issues. 


FGIC's  Gerald  Friedman 
When  there's  demand, fill  it. 

In  1983  alone  there  were  $85  billion  of 
these,  15%  of  them  insured.  New  is- 
sues are  expected  to  hit  $100  billion 
this  year.  America's  infrastructure 
needs  repairs,  he  notes,  "and  a  lot  of 
the  money  will  come  from  new  muni 
bond  issues.  We'll  probably  see  over 
20%  of  those  new  issues  insured." 


On  single  issues,  municipal  bond 
insurers  usually  get  their  fees  up 
front,  but  when  unit  trusts  are  in- 
sured, most  premiums  are  paid  annu- 
ally over  the  life  of  the  issue.  MBIA 
favors  new  issues  and  AMBAC  both 
new  issues  and  unit  trusts.  Friedman 
says  FGIC  will  also  do  both. 

Insured  municipal  bonds  are  auto- 
matically upgraded  to  AAA  rating  by 
Standard  &.  Poor's.  Since  AAA  bonds 
save  issuers  basis  points  on  interest, 
the  insurance  generally  more  than 
pays  for  itself.  But  it  does  not  give 
absolute  protection:  The  insurer 
could  go  under  before  the  bond  does. 

So  the  municipal  bond  insurance 
boom  goes  on.  But  as  Forbes  noted 
last  year,  there's  no  substitute  for  real 
quality. 

Caveat  lessor 

Last  summer  Los  Angeles  cocktail 
chatter  was  all  about  the  huge  wind- 
falls homeowners  would  make  rent- 
ing their  homes  for  the  Olympics 
(Forbes,  Aug.  15,  1983)-  Rental  agents 
quoted  prices  to  homeowners  ranging 
from  $350  a  night  to  $200,000  for  one 
month  at  a  Beverly  Hills  estate. 
Olympic  housing  specialists  multi- 
plied, and  today  there  are  about  120 
companies  in  the  business. 

Several  firms  that  asked  for  advance 
listing  fees  of  $45  to  $220  from  home- 
owners have  been  shut  down  because 
of  alleged  misuse  of  funds  and  operat- 
ing without  proper  licenses. 
The  Los  Angeles  City  Attor- 
ney's office  is  currently  investi- 
gating a  number  of  advance  fee 
operations.  "It  appears  some  of 
these  people  are  professionals 
looking  for  a  fast  buck,"  says 
Deputy  City  Attorney  Gary 
Rowse.  "They  have  no  inten- 
tion of  soliciting  guests." 

Actual  rentals  have  been  very 
slow,  and  homeowners  are  get- 
ting nowhere  near  the  prices 
they  dreamed  of.  Many  have  cut 
$s&>£  their  asking  prices  in  half.  "The 
[Kra  prices  have  to  come  down  a 
**  great  deal,  or  they  won't  be  rent- 
ed at  all,"  says  one  broker.  Oth- 
er homeowners  decided  it's  not 

  worth  the  bother  if  they  can't 

get  the  kind  of  money  they  thought 
they  could.  Some  are  looking  at  alter- 
natives like  exchanging  residences 
with  out-of-towners  or  renting  rooms 
on  a  bed-and-breakfast  basis.  What  lit- 
tle is  renting  is  mostly  smaller,  more 
modest  accommodations  for  about 
$100  to  $150  per  night  for  a  couple. 
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Many  agents  blame  the  media  for 
scaring  visitors  away  from  the  games 
with  all  the  hype  about  high  rentals. 
According  to  the  Greater  Los  Angeles 
Visitors  &  Convention  Bureau,  as  of 
early  December  there  was  plenty  of 
hotel  space.  Of  235  hotel  members, 
only  about  45%  were  fully  booked. 

The  next  big  problem  will  come 
later  when  hefty  advance  deposits  are 
due,  in  some  cases  as  much  as  one- 
half  the  total  rental.  "We  expect  that 
some  of  that  money  will  not  be  put  in 
trust  accounts  and  that  agents  could 
simply  vanish  right  before  the 
games,"  warns  Guy  Wirsig,  director  of 
operations  for  the  Los  Angeles/Or- 
ange County  Better  Business  Bureau. 


Product  versus  product 

In  1974  Johnson  &  Johnson  bought 
Stimtech,  a  small  medical  electronics 
firm  that  made  transcutaneous  elec- 
trical nerve  stimulators  (TENS),  elec- 
tronic painkillers.  Later  Stimtech's 
founders  sued  J&J,  charging  it  hadn't 
aggressively  promoted  their  product. 
Why  would  J&J  do  that?  So  as  not  to 
hurt  sales  of  its  prescription  and  over- 
the-counter  analgesics  like  Tylenol, 
the  suit  alleged  (Forbes,  Nov.  21, 
1983).  J&J  paid  only  $1.3  million  for 
the  firm,  and  its  TENS  units  now 
have  $5.4  million  in  sales.  But  a  jury 
awarded  the  founders  $1 70  million  for 
J&J's  alleged  antitrust  violations,  per- 
haps the  largest  award  ever  to  individ- 
uals in  a  private  antitrust  suit. 

Then,  late  last  year,  a  U.S.  Court  of 
Appeals  overturned  the  award.  The 
plaintiffs  had  voluntarily  withdrawn 
from  the  market  by  selling  Stimtech, 
it  ruled,  so  antitrust  laws  had  not 
been  violated. 

The  jury  had  also  awarded  the 
plaintiffs  $6.3  million  in  compensa- 
tory damages  and  $25  million  for  pu- 
nitive damages.  The  appeals  court  let 
the  compensatory  award  stand,  but 
ordered  a  new  trial  for  the  punitive 
ones;  the  verdict  on  the  antitrust 
charge,  it  ruled,  had  prejudiced  the 
jury  on  punitive  damages.  Not  sur- 
prisingly, J&J  has  petitioned  for  a  re- 
hearing on  these  damages,  too. 

But  did  J&J  suppress  the  TENS  mar- 
ket? Judge  Donald  P.  Lay,  Chief  Jus- 
tice of  the  Eighth  Circuit  Court  of 
Appeals,  held  that  competitors  may 
have  been  better  off  because  J&J  sup- 
pressed its  own  TENS  device.  Stim- 
tech has  18%  of  the  TENS  market- 
now  75,000  units  a  year  and  expected 
to  hit  138,000  by  1986.  But  Stimtech, 
once  first,  is  now  third,  an  interesting 
twist  for  a  company  with  a  seemingly 
invincible  product  like  Tylenol. 
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In  Dublin 


SHELBOURNE  HOTEL 


Ireland's  most  palatial  hotel  rides  like  a  swan  beside  the  largest 
of  Dublin's  great  squares:  St.  Stephens  Greea  An  elegant  Victorian  mood. 
Rare  comfort  and  service  and  award-winning  cuisine. 
'Magnificently  conducted1  was  Thackeray's  verdict  in  1843. 

What  will  you  write  in  the  Visitor's  Book?  /jifik\ 

ATrusthouse  Forte  Exclusive  Hotel  W 

fbj  cIh(FJeadin^Hotelsofth^Wori<k 

For  reservations  call  212  541 4400  or  Dublin  766471 


FOR  CORPORATIONS  THAT  CURRENTLY  INVEST 
IN  A  MONEY  MARKET  FUND... 

Your  Corporate  Cosh  Con  Now  Earn 

EQUIVALENT    ^j^^^  U™ 


First  Investors  Adjustable  Preferred  Fund,  Inc. 

mvesrs  in  Adjustable  Rare  Preferred  Srocks  By  lew  corporations  can  retain  93. 1  % 
of  the  qualified  dividends  TAX-FREE  and  pay  a  federal  tax  of  only  6. 9%. 

THE  DIFFERENCE... 


LIKE  A  MONEY  MARKET  FUND . . . 

•  No  Sales  Charge 

•  Check- writing  privileges  at  no  cost  ( minimum 
check  $500) 

•  Federal  wire  redemptions  allowed  by  phone 

•  Safety  through  diversification 

•  Stability  of  principal,  with  possible  minor 
fluctuations 

•  Dividends  declared  doily  (including  weekends 
and  holidays)  and  compounded  monthly 


YOUR  CORPORATION  EARNS 
A  HIGHER  AFTER-TAX  RETURN! 

For  o  free  prospectus,  including  fees 
and  expenses,  mail  coupon  below  or  coll 

OUTSIDE  NY  STATE  CALL 

(600)  223-4314 

IN  NEW  YORK  CALL 

(212)742-9677 

Read  it  carefully  before  you  invest. 


♦  For  corporate  investors,  based  on  current  annualized  yield  of  9  0%  as  of  the  close  of  business  on  Novembet  00 
1983  Yield  may  fluctuate  depending  on  market  conditions  Post  petfotmonce  does  not  necessatily  indicate 
futute  earnings  Corporations  only  pay  a  one-time  $250  account  installation  fee  Noothetfees  Minimum  initial 
investment  is  B5000  Subsequent  investments  con  be  os  little  os  %  1 00 
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Readers  Say 


Aiding  America 

Sir:  Re  "Let's  Hear  A  Loud  Cheer  For 
Infrastructure"  (Fact  and  Comment, 
Jan.  2).  Why  not  a  Marshall  Plan  for 
our  country  in  regard  to  infrastruc- 
tures? It  would  help  our  ailing  steel 
industry,  plus  get  our  country  in  great 
physical  shape. 
— -John  G.  Brusca 
Reading,  Pa. 


He's  for  virtue,  but . . . 

Sir:   Contrary   to   the  impressions 
planted  in  Ben  Weberman's  column 
(Dec.  5,  1983),  I  support  the  effort  to 
end  the  abuses  that  have  given  the 
IDB  program  a  bad  name.  But  during  a 
time  when  federal  spending  cuts  are 
taking  their  toll  on  state  and  local 
budgets,  it  is  not  appropriate  for  Con- 
gress to  deny  these  governments  one 
of  their  few  remaining  tools  for  estab- 
lishing a  public-private  partnership  in 
providing  social  services. 
— Martin  Frost  (D—Tex.) 
House  of  Representath  <es 
Washington,  D.C. 


Cigars 

Sir:  Re  your  comment  on  cigar  smok- 
ing in  restaurants  (Fact  and  Comment, 
Dec.  19,  1983)  I  say:  "Where  there's 
smoke,  there's  ire." 
— Earl  R.  Brothers 
San  Jose,  Calif. 


Unsheltered  investors 

Sir:  Your  cover  story,  "The  fellow 
who  sold  the  Brooklyn  Bridge  .  .  ." 
(Dec.  19, 1983),  was  a  superb  attack  on 
the  excesses  of  tax  shelters.  I  advise 
my  readers  to  avoid  any  transaction 
involving  intermediaries,  and  to  ap- 
proach interest  accruals  with  eyes 
open.  The  IRS  will  knock  out  both 
devices  when  it  figures  them  out. 
—Arnold  G.  RudoffJD,  CPA 
Editor, 

Limited  Partners  Letter 

Menlo  Park,  Calif. 

Sir:  Your  article  implied  that  inves- 
tors might  have  overpaid  for  the  Boca 
Raton  Hotel  investment  because  they 
bought  for  $140  million  what  was  just 
previously  sold  for  $100  million.  The 
$40  million  spread  includes  approxi- 
mately $26  million  of  capital  im- 
provements, working  capital  and  in- 


terest reserve.  The  balance  went  for 
third-party  out-of-pocket  costs,  in- 
cluding a  well-deserved  fee  for  Pru- 
dential-Bache,  which  underwrote  and 
distributed  the  partnership  unit's. 

Your  analysis  of  how  an  investor 
will  come  out  under  various  scenarios 
did  not  take  into  consideration  the 
time  value  of  money,  nor  did  it  state  a 
final  result. 
—Joel  A.  Stone 
President, 
VMS  Realty,  Inc. 
Chicago,  III. 

Sir:  Syndications  like  our  Boca  Raton 
Hotel  and  Club  private  placement  are 
excellent  investments.  Our  fees  and 
other  compensation  are  not  only  stan- 
dard for  such  transactions,  they  are 
also  well  earned  by  the  work  we  do  in 
structuring,  analyzing,  planning,  dis- 
tributing and  monitoring  the  invest- 
ment for  more  than  ten  years. 

Investors  in  Boca  Raton  can  expect 
an  18%  aftertax  return  on  their  mon- 
ey even  if  foreclosure  happens. 
— Robert  J.  Sherman 
Executive  Vice  President, 
Prudential -Bache  Securities 
New  York,  NY. 


performance,  we  are  making  a  real 
profit  from  its  services.  The  one  Con- 
corde we  have  in  reserve  is  being  pre- 
pared against  its  full  use  in  commer- 
cial service. 

The  [idea]  that  we  might  discontin- 
ue Concorde  services  is  not  a  possibil- 
ity we  are  remotely  entertaining. 
— John  D.F.  Perry 
Head  of  Public  Affairs, 
British  Airways 
London,  U.K. 


We're  free 


The  offering  memorandum  (p.  14)  in- 
dicates that  $7. 7  million  of  the  total  inter- 
est reserve  will  be  paid  out  of  the  reserve, 
presumably  to  VMS,  over  a  seven-year 
period.  That  means  that  around  half  of 
the  increase  of  $40  million  in  debt  will  be 
accounted  for  by  fees  and  commissions, 
not  an  inconsiderable  amount. 

Pick  a  set  of  assumptions  and  discount 
rates  and  you  can  come  up  with  all  sorts 
of  returns.  But  what  do  they  really  mean? 
If  the  Boca  deal  turns  out  to  be  as  terrific 
an  investment  as  you  anticipate,  Forbes 
will  be  glad  to  urite  about  it  then. — Ed. 


Creeping  capitalism 

Sir:  Thanks  for  the  fine  comments 
you  made  about  the  "creeping  capital- 
ism" bill  (Fact  and  Comment  II,  Dec.  19, 
1983).  Your  support  gives  consider- 
able credibility  to  my  effort. 
— Charles  E.  Grassley  (R-Iowa) 
U.S.  Semite 
Washington,  D  C. 


Not  an  albatross 

Sir:  Concorde  is  in  no  way  an  alba- 
tross for  British  Airways  (Dec.  5, 
19831-  With  properly  audited 
allowances  set  against  its  commercial 


Sir:  In  your  Streetwalker  column 
(Dec.  19,  1983),  you  erroneously  in- 
cluded Texas  Eastern  in  the  list  of 
companies  that  have  been  acquired. 

Nothing  could   be  further  from 
the  truth. 
— Fred  Wichlep 
Vice  President, 
Public  Affairs 
Texas  Eastern  Corp. 
Houston,  Tex. 


We're  irreproachable 

Sir:  I  was  somewhat  dismayed  by  the 
reference  to  The  Carlyle,  my  new  $6.5 
million  restaurant  (Nov.  21,  1983): 
"...  the  zenith  of  decorative  drama  or 
the  nadir  of  bad  taste.  See  for  yourself. 
Skip  the  expensive,  mediocre  cuisine 
and  have  a  drink  at  the  bar." 

While  The  Carlyle's  esthetics  are 
well,  documented  (see  Architectural 
Digest,  September  1983),  I  feel  the  cui- 
sine, service  and  value  are  above  re- 
proach. And,  incidentally,  The  Car- 
lyle is  grossing  more  revenue  than  any 
other  restaurant  in  Houston  today. 
— Harold  Farb 
Chairman, 
The  Farb  Cos. 
Houston,  Tex. 
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We  take  on 
Ted  Turner 


DHL/1  Worldwide  Courier  Express,  now  makes 
time-critical  deliveries  overnight  throughout  the  U.S. 


It  takes  a  special  kind  of  person 
to  take  on  all  challengers  and 
come  out  ahead.  A  person  like 
Ted  Turner,  who  not  only  success- 
fully defended  the  America's  Cup 
but  who  indelibly  changed  the 
picture  of  American  television 
with  the  first  24-hour  news 
service  on  his  innovative  Cable 
News  Network. 

In  today's  world,  speed  of 
information  is  vital.  "You  not 
only  have  to  be  smarter  than 
the  next  guy,  you  have  to 
be  faster,"  says  Turner. 

That's  why  DHL  takes  on 
Ted  Turner.  „  — a 


"For  overnight  delivery  of  time- 
critical  documents  and  packages 
anywhere  in  the  U.S.,"  says  Turner, 
"they're  the  next  best  thing  to 
taking  it  there  yourself." 


Because,  like  Turner's  super- 
station,  DHL  has  incredible  reach. 
30,000  locations. 
Service  to  97%  of  the 
"Fortune  500." 

More  on-time  deliveries  to 
more  places  around  the  world 
than  any  other  express  courier. 

And  DHL  makes  sure  clients  like 
Ted  Turner  stay  ahead  with  state- 
of-the-art  technology. 
DHL  uses  ,0f'  727s,  Learjets, 
-^////y'''   helicopters  and  its 
large  fleet  of  trucks 
to  speed  urgent 
documents 
and  packages 
on  their  way, 
all  across  America. 
'The  only  thing  they 
can't  deliver,"  says 
Turner,  "is  a  pennant 
for  my  Atlanta  Braves." 
For  information,  call 
your  local  office  of 
DHL  Worldwide 
Courier  Express. 


NEXT  BEST  THING  TO  TAMNG  IT  THERE  YOURSELE 


1983  DHL  Airways  Inc. 


HJIUlS 


Pan  Am  Flight  100 
Beats  The  Concorde 


Our  Flight  100  is  proof  that  the  race  doesn't 
always  go  to  the  swiftest. 

Because  when  it  comes  to  comfort,  value,  extras, 
even  timing,  Pan  Am's  10  am  daylight  flight  from 
Kennedy  Airport  beats  the  Concorde  to  London 
every  day.  Even  though  it  arrives  later. 

And  Pan  Am's  747SP  "Clipper  President"  is 
easy  to  connect  to  from  Boston,  Chicago,  Detroit, 
Hartford/ Springfield,  Philadelphia  and 
Washington,  D.C.  All  it  takes  is  one  ticket,  one 
check-in,  one  baggage  claim,  one  airline. 

Space  Seats  Our  First  Class  Sleeperette® 

Seats  may  well  be  the  most  comfortable  seats  in 
the  sky.  There's  space  to  stretch  out.  Space  to  savor 
our  Five  Star  Dining.  Space  to  actually  feel  privacy. 

Clipper  Class  Pan  Am  Clipper  ®  Class 

is  a        private  cabin  for  the  business  traveler. 
There,  you  have  room  to  think,  room  to  work,  room 


to  relax.  Plus  complimentary  drinks  and  champagr 
headsets  and  first  run  movies. 

r-r-i*  • 

1  iming  Flight  100  puts  you  in  London 
in  time  for  a  good  night's  sleep.  And  in  time  to 
miss  London's  rush  hour. 

Price  Pan  Am  lets  you  choose  First  Class, 
Clipper  Class  or  Cabin  Class  ,SM  The  Concorde  char 
one  price.  And  it's  higher  than  our  First  Class. 

Extras  The  world's  richest  frequent  traveler 
program  is  even  richer  this  year.  WorldPassSM 
awards  are  more  generous.  Mileage  credits  add  up 
more  quickly.  With  air  travel.  Hotels.  Car  rentals 
So  it's  easier  than  ever  to  earn  free  trips  all  over  the 
world* 

For  reservations  and  information,  call  your 
Travel  Agent,  Corporate  Travel  Department  or 
Pan  Am. 


Pan  AmAbu  Can  t  Beat  The  Experience 

Schedules  subject  to  change  without  notice,  international  destinations  subject  to  local  governments'  approval. 


With  all  thy  getting  get  understanding 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


LEBANON:  THE  WAY  TO  WIN  IS  TO  GET  OUT 


"The  U.S.  can't  afford  to  be  forced  out  by  terrorists," 
goes  the  Administration  refrain. 

The  converse  of  which,  of  course,  is  that  any  one  of  the 
fanatical  factions  in  Lebanon  determines  U.S.  fate  in  the 
Middle  East  by  striking  at  our  hunkered-down  handful  of 
Marines. 

That's  not  a  policy.  That's  having  our  policy  determined 
by  others. 

The  original  Reagan-Gemayel  gamble  was  worth  a  try.  If 
the  latest  plan  gets  nowhere,  the  Administration  effort 
will  have  had  it. 

Swiftly,  then,  let  a  U.N.  presence  help  Gemayel  rule  his 


fraction  of  Beirut.  Let  the  Syrians  see  how  long  they'll 
survive  the  centuries-old  feuds  of  Lebanon  in  "their" 
area  of  the  country.  The  Israelis  have  long  demonstrated 
a  capacity  to  keep  an  eye  on  the  dangers  from  their 
Lebanese  borders. 

It's  time  to  cease  leaving  a  beleaguered  U.S.  Marine 
handful — along  with  their  French,  Italian  and  British  col- 
leagues— as  clay  pigeons  for  implacable  factions  and  ter- 
rorists. These  forces  are  fuses  now  that  could  set  off 
detonations  that  might  become  limitless. 

As  forces  fusing  together  a  new  Lebanon,  for  sure  the 
U.S.  Marines  no  longer  are. 


RIP  VAN  TIP  O'NEILL  IS  WAKING  UP 


to  the  fact  that  the  U.S.  should  be  in  charge  of  immigra- 
tion to  the  U.S.  'Tis  reported  he  will  support  passage  this 
session  of  the  Immigration  bill  that  single-handedly  he 
blocked  previously.  This  comprehensive  bipartisan  bill, 
by  imposing  penalties  on  employers  who  employ  illegal 
immigrants,  would  more  effectively  control  our  borders 
than  fences  and  police  dogs. 


How  Rip  Van  Tip  could  think  there's  political  advantage 
in  continuing  the  current  situation  where  the  U.S.  has  no 
control  of  its  borders  is  difficult  to  comprehend. 

Hispanics  who've  been  here  without  papers  for  some 
time  have  as  much  if  not  more  to  gain  from  the  passage 
of  this  Immigration  bill  as  any  and  all  the  rest  of  the 
citizenry. 


THE  DRUG  COMPANY  THAT  FINALLY 

catches  the  Cold  will  sure  catch  fire. 

Its  stock  should  at  least  quintuple,  wouldn't  you  guess? 

WHEN  GOOD  NAMES  CHANGE  HANDS 


it's  comforting  to  customers  accustomed  to  relying  on  the 
old  maker's  image  to  know  the  new  parent  has  a  good 
name,  too. 

When  independent  Haagen-Dazs  was  scooped  up  by 
Pillsbury  (Fact  and  Comment,  Nov.  7,  1983),  when  inde- 
pendent Hughes  Helicopter  was  acquired  by  McDonnell 


Douglas  and  General  Electric  housewares  division  was 
turned  over  to  Black  &  Decker,  no  one  had  to  worry  that 
quality  of  product  or  sense  of  corporate  customer  responsi- 
bility would  lessen. 

The  lesson,  of  course,  is  the  invaluableness  of  that 
intangible — a  company's  image. 
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KlflLL  STHEET  WEEK 


Rukeyser:  Malcolm,  you  were  born  rich,  you've  become 
a  heck  of  a  lot  richer,  but  most  of  the  public  attention  is 
centered  on  the  way  you've  spent  all  that  money. 

Now,  your  father,  they  tell  me,  was  a  pretty  tight  Scot. 
How  would  he  feel  about  all  this  publicity? 

MSF:  Well,  I'm  sure  he  wouldn't  mind  the  publicity.  It's 
the  price  that  would  bother  him. 

Rukeyser:  Was  he  stingy  in  ex- 
penditures? Was  that  your  house- 
hold atmosphere? 

MSF:  No,  he  wasn't  stingy.  He 
was  stingy  in  nonessential  expen- 
ditures, and  he  considered  overgen- 
erous  allowances  in  that  category.  I 
remember  whenever  we  left  the 
living  room  to  go  into  dinner,  we 
were  all  taught  to  turn  out  the 
lights  on  the  way. 

He  wasn't  stingy.  He  just  had  a  great  respect  for  money. 
And  I've  developed  a  great  affection  for  it. 

Rukeyser:  Well,  what  is  your  attitude  toward  money? 

MSF:  That  it's  a  very  nice  thing  to  have. 

Rukeyser:  As  you  know,  a  lot  of  people  look  at  the 
way  you  have  fun  with  money  and  say  it's  disgraceful. 
There  are  people  starving  in  this  world,  there  are  people 
who  don't  have  any  money.  How  can  you  spend  it  on 
Faberge  eggs  instead  of  feeding  the  hungry  of  India. 
What's  your  response? 

MSF:  Well,  I  don't  get  criticized  for  having  money. 
Anybody  who  criticizes  having  money,  as  I  say,  that's  a 
foolish  thing  to  do.  It's  a  very  useful  thing  to  have.  Wheth- 
er you  spend  it  for  Faberge  eggs,  I  think  that  the  collection 
we  have  made,  for  instance — this  is  a  group  concerned 
with  investment — when  we  began  they  didn't  have  the 
value  they  have  now.  They  have  gone  way  up  in  value. 
That  isn't  why  we  acquired  them,  but  people  have  gotten  a 
great  deal  of  joy  out  of  seeing  these  remnants  of  what  were 
considered  Czarist  decadence  that  the  Kremlin,  the  Rus- 
sians, got  rid  of  after  the  war  for  foodstuffs. 

Now  these  treasures  of  art — great  wealth  has  often  been 
the  creator  and  progenitor  of  great  art.  I  haven't  created  any 
great  art,  but  we  have  made  it  visible  to  a  great  many  people. 

I  have  absolutely  no  apologies  for  Faberge.  I  wish  every- 
thing I  spent  money  on  had  also  so  appreciated  in  value 
and  was  so  appreciated  by  so  many  people. 

Rukeyser:  You're  going  to  be  surprised  to  hear  this,  but 
remarkably  few  of  our  viewers  are  able  to  buy  Faberge  eggs 
but  they  try  and  make  their  smaller  amounts  of  money 
grow.  How  much  standard  investing  do  you  do?  Do  you 
oversee  stock  and  bond  investments  in  your  own  portfolio? 

MSF:  Yes,  to  a  limited  degree.  I  have  a  son,  Steve,  who  is 


with  Louis  Rukeyser 

president  of  the  company  and  writes  editorials  for  us.  He's 
a  very  astute  investor,  I  think.  His  judgments  are  good.  I 
make  my  own,  but  in  major  measure,  based  on  the  caliber 
of  a  person  running  a  company.  It  was  my  father's  philos- 
ophy. I  don't  buy  balance  sheets  in  common  stocks,  and 
most  of  us  in  the  company  don't. 

We  make  most  of  our  money 
honestly  selling  advice,  not  follow- 
ing it.  We  recommend  Forbes  to 
people  who  want  to  make  a  lot  of 
money,  and  if  enough  of  them  buy 
it,  we  make  a  lot  of  money. 

Rukeyser:  What  do  you  then  do 
with  it? 

MSF:  I  put  it  to  work  either  in 
living — in  living  a  full  life.  I 
mean,  motorcycles  aren't  that  ex- 
pensive but  if  you  have  very  little 
money,  they  are. 
Rukeyser:  What's  the  most  fun  you  have? 
MSF:  The  most  fun  I  have  is  opinionating.  Sitting 
down — every  morning  I  go  to  my  desk,  I'm  there  between 
7:00-7:30,  and  I  start  dictating  editorials.  It's  a  great — well, 
you're  a  perfect  example.  It's  fun  to  have  a  lot  of  fat 
opinions  and  be  able  to  express  them,  and  no  editor  to  say 
to  you,  you  know,  "That  has  to  go.  It's  not  worth  being  on 
the  air  or  in  print."  We're  in  the  catbird  seat,  and  you  have 
to  admit,  it's  a  joy. 

Rukeyser:  A  shy  fellow  like  me,  it's  all  I  can  do  to  come 
out  of  the  closet.  But  let's  talk  some  more  about  you. 

You  put  "Capitalist  Tool"  on  your  plane,  you  use  "Cap- 
italist Tool"  as  the  only  partially  ironic  slogan  for  your 
magazine.  Does  capitalism  have  a  worse  name  than  it 
deserves? 

MSF:  Well,  it  did.  I  think  that  in  a  very  minor  way  we 
have  helped  regenerate  it.  People — you  know — the  cartoon 
capitalist,  the  big  fat  fellow  with  the  walrus  mustache 
sitting  on  a  bag  of  money  while  everybody  is  starving  to 
death  under  him,  a  capitalist  is  somebody  who  has  a  little 
money,  puts  it  to  work  and  when  it's  working,  he  puts  a  lot 
of  other  people  to  work  producing  things. 

A  capitalist  is  a  catalyst.  Money  is  a  useless  thing.  You 
can't  eat  the  stuff.  It's  what  it  makes.  It's  the  sinew  of  the 
whole  system.  I  mean,  I'm  not  going  to  make  the  lecture. 
We  all  know  the  point.  Capitalism  just  got  to  be  a  bad  word 
in  the  mouths  of  communists.  Now  there's  nobody  believes 
in  that  "ism"  as  a  philosophy.  Creeping  capitalism  is 
absolutely  eroding  communism.  Capitalism  works  be- 
cause it  simply  says  if  a  guy  wants  to  make  a  buck,  or  a  lady, 
and  can  keep  a  part  of  it,  they  are  motivated  to  move,  and  it's 

(continued  on  p.  102) 
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COMPANIES  SHOULD  KEEP  THEIR  MITTS  OFF  TRAVEL  BONUSES 


Frequent  business  travelers  are  airlines'  principal  bread 
and  butter  and  some  have  evolved  a  very  good  way  to  sugar 
these  essential  seat-fillers.  For  every  mile  flown  on  a 
particular  airline,  the  flown  one  gets  bonus  points  which 
can  add  up  to  free  trips. 

While  lugging  overstuffed  suitbag  and  bulging  briefcase 
to  and  from  invariably  remote  airport  gates,  the  weary 
business  plodder  can  get  a  lift  thinking  of  his  bonus — how, 
when  and  with  whom  he'll  take  that  sweet  free  flight. 

A  number  of  corporate  bookkeeping  types  and  some 


higher-ups  who  patently  don't  have  enough  sense  to  be- 
long there  are  huffpuffing  that  these  bonuses  belong  to  the 
company. 

Thank  goodness  the  intelligent  airlines  are  telling  them 
to  get  lost.  As  one  corporate  relations  manager  put  it, 
"Mileage-plus  is  United's  way  of  saying  thanks  to  its 
frequent  fliers.  It  is  not  a  form  of  rebating  to  the  company. " 

If  such  niggardly  pursuits  are  so  consequential  to  some 
company  managements,  their  directors  should  examine  by 
what  sort  of  perspectives  their  enterprise  is  being  guided. 


THE  TV  COMMENTS  OF  LIEUTENANT  GOODMAN'S  WIFE 


and  brother  and  family  and  later  the  Lieutenant  himself 
during  those  audacious  Jesse  Jackson  days  really  made 
the  whole  country  feel  good.  The  Goodmans'  combina- 
tion of  intelligence,  openness  and  discretion  and  dis- 


cerning fairness  was  fabulous. 

Circumstances  thrust  people  into  the  spotlight,  but  to 
emerge  from  such  extended,  relentless  press  pressures 
sounding  so  great,  you  know  the  Goodmans  really  are. 


WHEN  DINING  OUT 

if  there's  any  pause  in  one's  own  table  natterings,  you  sometimes  hear  the  darnedest 
things.  The  other  day  I  heard  a  young  blonde  observe  to  her  plainly  up-and-coming  boyfriend, 
"Gee,  honey,  isn't  it  great  that  your  boss  is  61  so  you  won't  have  long  to  wait." 


WHAT  CAN'T  BE  SOLD 

is  usually  sale-d. 


ONE  WHO  KEEPS  BORING  IN 

will  never  be  one. 


BOOKS 


The  Name  of  the  Rose — by  Umberto 
Eco  (Harcourt  Brace  Jovanovich, 
$15.95).  This  book's  phenomenal  best- 
sellerdom  here  and  abroad  absolutely 
bewilders  me.  On  a  skeletal  framework 
of  a  well-flagged  sequence  of  murders, 
Professor  Eco  has  hung  more  erudition 
on  more  matters  of  widely  varying 
scholastic  consequence  than  any  university  catalog  would 
dare  list.  The  murder  framework  is  going  to  make  a  hell  of 
a  movie,  but  that  much  of  the  overrich  intellectual  fare 
will  rub  off  on  many  readers  is  most  unlikely.  A  really 
inexplicable  bestseller. 

Excerpt:  "Imagine  you  are  a  reformer  of  morals  and  you 
collect  some  companions  on  a  mountaintop,  to  live  in 
poverty.  And  after  a  while  you  see  that  many  come  to  you, 
even  from  distant  lands,  and  they  consider  you  a  prophet, 
or  a  new  apostle,  and  they  follow  you.  Have  they  really 
come  there  for  you  or  for  what  you  say!" 

"I  don't  know.  I  hope  so.  Why  otherwise!" 

"Because  from  their  fathers  they  have  heard  stories  of 
other  reformers,  and  legends  of  more  or  less  perfect  com- 
munities, and  they  believe  this  is  that  and  that  is  this." 

"So  every  movement  inherits  the  offspring  of  others!" 

"Of  course,  because  the  majority  of  those  who  flock 
after  reformers  are  the  simple,  who  have  no  subtlety  of 
doctrine." 


•  Financier:  The  Biography  of  Andre 

Meyer — by  Cary  Reich  (William  Mor- 
row &  Co.,  $15.95).  Nurturing  an  aura 
of  mysterious  international  financial 
clout,  acumen  and  building  a  reputa- 
tion for  the  Midas  touch  was  the 
lifework  of  Andre  Meyer.  But  this 
book's  comprehensive,  rough  appraisal 
peels  away  much  of  what  seemed  vaguely  appealing  about 
an  accomplished  Wall  Street  accumulator. 
Excerpts:  Andre  Meyer  was  one  of  the  world's  sawiest 
individual  investors.  No  one,  save  his  immediate  fam- 
ily, knew  the  exact  extent  of  his  fortune — of  his  many 
secrets,  it  was  the  one  he  kept  best — but  close  associates 
reckon  that  it  was  at  least  $300  million,  and  possibly  as 
much  as  $800  million.  When  he  died  in  1979  at  age 
eighty-one,  he  left  an  estate  valued  at  $90  million — and 
that  was  after  he  had  spent  the  better  part  of  a  decade 
stripping  it  down  by  means  of  various  family  trusts  to 
avoid  the  predations  of  the  Internal  Revenue  Service. 
.  .  .  Meyer  had  always  detested  securities  underwriting, 
dismissing  it  with  a  wave  of  his  hand  as  a  "silly," 
mindless  business.  One  reason  why  he  disliked  it  so 
much  were  the  margins;  in  the  words  of  one  associate, 
"It  was  against  his  mentality  to  take  a  hundred-million- 
dollar  position  and  make  a  one-million-dollar  profit  on 
it.  He  would  rather  take  a  ten-million-dollar  position 
and  make  a  twenty-million-dollar  profit  on  it." 


FORBES,  JANUARY  30,  1984 


19 


Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editor 's  mind.  -MSF 


Bucket  Brigade 

The  people  in  the  Mideast  have 
been  fighting  since  the  days  of  Abra- 
ham. Asking  our  marines  to  stop 
the  fighting  there  is  like  trying  to 
change  the  course  of  Niagara  Falls 
with  a  bucket. 

— Larry  J.  Hopkins,  Republican 
Congressman  from  Kentucky 

Greatest  Worry 

Frankly,  the  convergence  of  super- 
power rivalry  and  indigenous  insta- 
bility in  the  Middle  East  at  the  mo- 
ment worries  me  more  than  the 
arms  race  itself. 

— Prime  Minister  Bob  Hawke 
of  Australia,  in  Time 

Cold  Comfort 

Estimates  based  on  population 
studies  in  Cleveland  indicate  that 
people  have  on  the  average  six  colds 
per  year.  Among  children  and  in  fam- 
ilies with  a  child  in  school,  the 
number  is  as  high  as  12  colds  per  child 
per  year. 

The  latest  estimate  shows  that 
Americans  spend  400  to  500  million 
dollars  annually  on  cough  medicines 
and  cold  remedies,  not  including  as- 
pirin. The  value  of  absenteeism 
from  work  exceeds  3.5  billion  dol- 
lars annually. 


Can  treatment  shorten  the  duration 
of  a  cold?  No.  As  the  saying  goes:  If 
you  do  anything  about  your  cold,  it 
may  last  a  week,  and  if  you  don't  it 
may  last  seven  days. 

— William  Jordan,  M.D., 
U.S.  News  et>  World  Report 

Amen 

After  learning  that  many  drivers 
don't  like  an  auto's  horn  to  be  situat- 
ed on  the  turn-signal  lever,  Ford 
returns  the  horn  on  most  models  to 
the  center  of  the  steering  wheel, 
"where  God  intended  it  to  be,"  an 
executive  declares. 

— Wall  Street  Journal 

Two  Heads  Are  Better 

"I  have  seen  many  other  fragments 
of  the  cross,  in  other  churches.  If  all 
were  genuine,  our  Lord's  torment 
could  not  have  been  on  a  couple  of 
planks  nailed  together,  but  on  an 
entire  forest." 

"Master!"  I  said,  shocked. 

"So  it  is,  Adso.  And  there  are  even 
richer  treasuries.  Some  time  ago,  in 
the  cathedral  of  Cologne,  I  saw  the 
skull  of  John  the  Baptist  at  the  age  of 
twelve." 

"Really?"  I  exclaimed,  amazed. 
Then,  seized  by  doubt,  I  added,  "But 
the  Baptist  was  executed  at  a  more 
advanced  age!" 


"The  other  skull  must  be  in  an- 
other treasury,"  William  said,  with  a 
grave  face.  I  never  understood  when 
he  was  jesting. 

— The  Name  of  the  Rose, 
by  Umberto  Eco 


The  removal  of  fiber  from 
wheat  to  make  white  flour 
was  perhaps  the  greatest 
nutritional  error  of  the 
last  century. 

— Dr.  Denis  Burkitt  of  Britain,  speaking 
at  a  San  Diego  cancer  symposium 


Legal  but  Illegal 

The  first  duty  of  a  sovereign  nation 
is  to  control  its  borders,  and  we  don't. 

It's  legal  for  an  employer  to  hire  an 
illegal  alien,  but  it's  illegal  for  the 
illegal  alien  to  work  ...  an  extraordi- 
nary departure  from  sanity. 

— Senator  Alan  Simpson  (R-Wyo.), 
speaking  on  his  bill  to 
revise  immigration 

Mashing  Mashers 

Many  women  business  travelers 
have  come  up  with  tried-and-true 
methods  for  dealing  with  unwanted 
male  attention:  Some  whip  out  their 
calculators  and  start  tapping  out  high- 
er math;  others  haul  out  their  brief- 
cases, some  pore  over  Forbes  or  U.S. 
News  &?  World  Report.  Now  flashing 
a  wedding  ring  is  good,  too.  .  .  . 

— Susan  Dowd, 
Luggage  &>  Travelware 

No  Laughing  Matter 

"If  you  have  a  laugh  track,  every- 
thing is  funny.  In  the  old  days  writ- 
ers would  come  to  me  and  say,  'Hey, 
you  think  this  will  get  a  laugh?' 
Now  the  writers  come  and  say,  'How 
big  a  laugh  you  think  this  ought  to 
get?' — not  whether  it's  funny  or  not. 
'You  want  a  guffaw?  You  want  a 
titter?  You  want  a  bang?  When  you 
open  the  door,  would  you  like  ap- 
plause? When  you  sit  down,  ap- 
plause? When  you  cross  your  legs, 
would  you  like  a  howl?' 

"Computers  are  really  taking  over. 
Laugh  machines  are  nothing  but  com- 
puters. 'You  want  a  laugh,  we'll  punch 
it  up.'  But  tell  a  computer  to  write  a 
funny  show,  it  doesn't  know.  It  can't 
because  it's  all  a  bunch  of  numbers.  It's 
got  to  the  point  where  to  do  math  is 
human,  but  to  laugh  is  divine." 

— Sid  Caesar,  New  York  Times, 
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SHARP  INTRODUCES 


TOGO 


With  Sharp's  PC-5000  you  can  take  your  entire  office  with 
70U,  wherever  you  go.  Do  word  processing  on  the  train,  order 
intry  from  a  customer's  office  or  spread  sheet  analysis  in  your 
lotel  room.  It  goes  anywhere. 

It's  small. 

It  weighs  under  10  lbs.  and  fits  in  a  standard  briefcase. 
It  prints.  Quietly,  with  a  optional  correspondence 
quality  printer. 

It  comes  with  software.  Word  processing  and 
:omfnunications.  Also  available  are  spread  sheeting 
:xecutive  planning  and  scheduling. 

It  remembers  over  80  (128K)  typewritten  pages. 
\nd  can  be  expanded  to  handle  over  500  (896K). 

It's  compatible  with  a  wide  array  of 
[6-bit  IBM  software. 

It  communicates  with  other  computers 
md  databases. 

It's  AC/DC  with  rechargeable  8-hour 
)atteries. 

It  all  means  travel  time  and 
:ommuter  time  no  longer  have  to 
>e  downtimes. 

For  more  information 
:all  toll-free  now  at 
500-447-4700 
>r  send  in  the  ugk 


oupon. 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  Securities. 

The  offer  is  made  only  by  the  Prospectus. 


$86,250,000 

People  Express  A  irlines,  Inc. 

10.56%  Convertible  Exchangeable  Subordinated  Debentures  Due  2008 

Interest  payable  June  15  and  December  15 

The  Company  is  obligated  to  exchange  Series  A  Preferred  Stock  for  the  Debentures  on  or  prior  to  June  30,  198U, 
subject  to  certain  conditions.  The  Series  A  Preferred  Stock  will  be  issuable  in  such  exchange 
at  the  rate  of  UO  such  shares  for  each  $1,000  principal  amount  of  Debentures. 

Convertible  into  Common  Stock  of  the  Company  on  or  before  December  15,  2008,  unless  previously 
redeemed,  at  a  conversion  price  of  $26  a  share,  subject  to  adjustment  in  certain  events. 


Price  100%  and  Accrued  Interest 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  from  only  such  of  the 
undersigned  as  may  legally  offer  these  Securities  in  compliance 
with  the  securities  laws  of  such  State. 


MORGAN  STANLEY  &  CO.  HAMBRECHT  &  QUIST 

Incorporated  Incorporated 

BEAR,  STEARNS  &  CO.  THE  FIRST  BOSTON  CORPORATION  A .  G.  BECKER  PARIBAS 

Incorporated 

BLYTH  EASTMAN  PAINE  WEBBER  ALEX.  BROWN  &  SONS  DILLON,  READ  &  CO.  INC. 

Incorporated 

DONALDSON,  L UFKIN &  JENRETTE     DREXEL  BURNHAM  LAMBERT     GOLDMAN,  SACHS  &  CO. 

Securities  Corporation  Incorporated 

KIDDER,  PEABODY  &  CO.  LAZARD  FRERES  &  CO.  LEHMAN  BROTHERS  KUHN  LOEB 

Incorporated  Incorporated 

MERRILL  LYNCH  CAPITAL  MARKETS        OPPENHEIMER  &  CO. ,  INC.  PRUDENTIAL-BACHE 

Securities 

ROBERTSON,  COLMAN  &  STEPHENS  L.  F.  ROTHSCHILD,  UNTERBERG,  TOWBIN 

SALOMON  BROTHERS  INC  SHEARSON/AMERICAN  EXPRESS  INC. 

SMITH  BARNEY,  HARRIS  UPHAM  &  CO.  WERTHEIM  &  CO. ,  INC. 

Incorporated 

December  22,  1983 


Fact  and  Comment  IJ 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


HEALTHY  MOVE 

Health  care  costs  have  been  spiraling  out  of  control  for 
more  than  30  years. 

There's  no  mystery  why:  Physicians  and  hospitals  have 
had  little  incentive  to  control  costs  and  direct  capital 
efficiently  because  most  health  bills  are  paid  for  by  govern- 
ment and  private  insurers,  rather  than  by  the  patient.  This 
is  cost-plus  with  a  vengeance.  The  health  care  industry  has 
been  pretty  much  immune  from  marketplace  forces. 

California  may  be  showing  other  states  and  Uncle  Sam 
one  way  out  of  this  increasingly  unaffordable  morass 
with  a  law  the  state  passed  last  summer  (see  Forbes, 
Nov.  7,  1983,  p.  38).  The  legislation  permits  the  creation 
of  so-called  preferred  provider  organizations  (PPOs), 
which  means,  in  effect,  that  insurance  companies  can 
negotiate  contracts  directly  with  hospitals  and  physi- 
cians for  health  services  at  certain  prices  for  the  year 
ahead.  The  insurer  would  direct  its  customer  groups  to 


physicians  and  hospitals  that  keep  costs  down. 

With  their  clout,  insurers  can  get  price  discounts.  Blue 
Cross  of  California,  for  example,  has  contracted  PPOs  to 
cover  over  100  hospitals  and  7,000  doctors  at  discounts 
ranging  up  to  25%. 

PPOs  are  obviously  no  panacea.  They  wouldn't  work 
well  in  rural  areas  where  physicians  are  scarce. 

But  such  competitive  reforms  are  the  only  way  of  con- 
trolling health  costs  without  a  British-type  of  socialized 
medicine.  They  can  certainly  be  used  in  preventing  Medi- 
care's coming  financial  collapse. 

Most  states  have  laws  that  prohibit  PPOs.  Representa- 
tive Ron  Wyden  (D-Ore.)  has  introduced  a  bill  that  would 
strike  down  these  obsolete  restrictions. 

Congress  ought  to  pass  the  legislation  promptly.  PPOs 
should  not  be  overshadowed  by  the  unrelated  battle  over 
Administration  ideas  to  raise  the  cost  of  Medicare. 


ON  THIS,  HAIG  WAS  RIGHT 


Some  big-think  types  like  to  believe  that  "forces,"  not 
people,  affect  the  flow  of  history.  That's  nonsense  and  the 
U.S. -Lebanon  crisis  demonstrates  it  again. 

Our  then-Secretary  of  State  Alexander  Haig  had  the 
right  idea  on  U.S.  policy  toward  Lebanon  when  Israel 
invaded  that  country  in  June  1982.  Haig  wanted  the  U.S.  to 
steer  clear  and  let  the  Israelis  "handle"  the  Syrians  and  the 
PLO  and  cope  with  Lebanon's  fractious  politics,  all  of 
which  the  Israelis  were  eager  to  do.  They  had  destroyed 
Syria's  air  force,  wiped  out  Assad's  Lebanon-based  missiles 
and  obliterated  hundreds  of  his  tanks.  The  Begin  govern- 
ment was  ready  to  cut  a  deal  with  the  Christians,  who 
would  set  up  a  government  with  the  implicit  backing  of 
the  triumphant  Israeli  army  in  return  for  signing  a  peace 
treaty  with  Israel. 


Haig's  advice  was  resisted  by  the  State  Department 
bureaucracy  and  by  Cap  Weinberger's  Pentagon,  both  of 
which  thought  the  U.S.  should  become  directly  involved 
so  as  not  to  inflame  moderate  Arabs  by  appearing  passive 
in  the  face  of  Israel's  bold  move.  Haig's  prickly  personality 
soon  cost  him  his  job.  This  obstacle  out  of  the  way,  the 
U.S.  worked  hard  to  keep  the  Israelis  from  entering  Beirut 
and  to  persuade  the  Christians  not  to  make  a  peace-treaty 
bargain  with  the  Begin  government.  The  Syrians  were 
allowed  to  hold  on  to  a  big  chunk  of  Lebanon  and  our 
Marines  went  in  as  part  of  a  peacekeeping  force. 

Too  bad  General  Haig  couldn't  have  controlled  his  tem- 
per a  few  months  longer.  He  might  have  saved  the  Reagan 
Administration  from  its  most  damaging  foreign  policy 
crisis  to  date. 


PUT  INTEREST  RATE  SPOTLIGHT  WHERE  IT  BELONGS 


In  his  State  of  the  Union  address,  President  Reagan  ought 
to  point  out  the  real  reason  why  interest  rates  are  so  high. 
After  patting  his  Administration  on  the  back  for  the  pro- 
gress it's  made  in  the  past  three  years,  he  should  mention 
that  the  Federal  Reserve  and  Chairman  Volcker  shouldn't 


keep  interest  charges  at  such  artificially  high  levels  lest  they 
hurt  the  encouraging  comeback  of  the  economy. 

That's  only  fair.  If  Mr.  Volcker  wants  to  keep  a  tight  grip 
on  credit  in  the  name  of  fighting  a  dormant  inflation,  he 
shouldn't  mind  Reagan's  putting  the  spotlight  on  him. 
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Ifoumaybe 
only  one  coupon  away 

"i  from  the 
ideal  IRA 
or  Keogh. 


To:  J.&W  Seligman  &Co.  Marketing,  Inc.  • 
One  Bankers  Trust  Plaza 
New  York,  N.Y.  10006  (212)  488-0200 

Fm  interested  in  more  information  on  the  following: 
(please  check  appropriate  boxes.) 

□  IRA    □  KEOGH    □  J.&W  Seligman 

Separately  Managed 
Accounts 

Na  me  


Citv_ 


.State 


Your  Broker's  Name. 
Broker's  Address  


What  we  mean  by 
ideal  is  ideal  for  you. 
______  _i        A  plan  individually 

constructed  around  your  needs.  A  plan  so  well  thought  out  and 
so  flexible  that  it  can  be  fine  tuned  to  your  changing  needs. 

We  can  make  such  a  promise  because  we  can  fulfill  it. 
With  a  full  range  of  investment  opportunities  ranging  from 
current  income  and  high  liquidity  investments  to  growth  and 
capital  appreciation  investments. 

In  other  words,  as  you  develop  plans  for  your  leisure  years, 
we  can  offer  what  you  need,  rather  than  merely  sell  you  what 
we  have. 

But  then  we  should  be  good  at  what  we  do.  We've  been 
managing  money  for  119  years  and  currently  have  over  $4.5 
billion  in  assets  under  management  in  two  basic  groups:  a  select 
group  of  private  accounts  which  we  manage  separately  for  indi- 
viduals and  institutions  and  a  family  of  select  mutual  funds. 

We  manage  money  for  people  much  like  yourself  who 
want  to  know  that  when  they  have  a  need  for  retirement  funds, 
they'll  have  no  need  for  concern. 

IRA  or  Keogh.  Check  the  appropriate  box  (or  boxes)  on 
the  coupon.  Don't  put  it  off  It's  to  your  advantage  to  act  now. 


J.&W.  Seligman  &  Co.  Marketing,  Inc. 

One  Bankers  Trust  Plaza.  New  York,  N.Y.  10006  (212)  488-0200 


What's  Ahead  for  Business 


Edited  by  Howard  Banks 


WHEN  NO  NEWS  IS  THE  BEST  NEWS 


Commodity  prices 
are  comfortably 
stable 


If  you  are  prone  to  worry  about  the  recovery,  here's  another  piece 
of  positive  economic  news:  Commodity  prices  will  remain  stable  this 
year.  The  sizzling  expansion  of  1983  didn't  force  these  prices  up  as 
much  as  in  past  recoveries.  Now  that  the  economy  is  simmering  down 
to  less  rapid  growth,  price  increases  should  also  be  steadier.  This  might 
make  commodity  traders  yawn  and  send  speculators  searching  else- 
where, but  it  is  a  welcome  forecast  for  most  businessmen. 

A  look  at  what  is  happening  to  particular  commodities  is  even  more 
encouraging.  Early  last  year  prices  of  industrial  raw  materials,  such  as 
metals  and  rubber,  rose  sharply.  Traders  anticipated  greater  gains  later 
in  the  year,  but  by  April  the  rally  had  fizzled. 

These  days,  the  U.S.  is  still  awash  in  copper.  Imports  from  govern- 
ment-subsidized Third  World  producers  keep  prices  low.  Aluminum, 
meanwhile,  was  last  year's  best-performing  metal  (up  55%,  to  70  cents 
a  pound).  Domestic  smelters  are  running  at  near-capacity,  it's  true,  but 
any  likely  increase  in  demand  will  not  be  strong  enough  to  boost  prices 
dramatically.  Even  spot  oil  prices  are  trending  down. 


Food  costs 
won't  go  hog-wild 


The  triple- whammy  of  1983 — drought,  record  cold  and  the  govern- 
ment's Payment-In-Kind  program — pushed  agricultural  prices  up 
toward  the  end  of  the  year.  But  these,  too,  should  remain  fairly  stable 
in  1984.  Stocks  have  been  sharply  reduced,  but,  with  a  smaller  PIK 
program  in  the  works,  farmers  will  sow  all  they  can  plow. 

The  news  isn't  all  good,  of  course.  Corn  and  soybean  prices  rose  45%  in 
1983,  and  this  is  now  pushing  up  meat  prices.  Still,  expect  a  reversal  in 
7  to  12  months.  With  meat  prices  on  the  rise,  farmers  keep  larger  herds 
and  eventually  piglets  turn  into  pork  chops  and  calves  into  hamburger. 
The  key  here  is  that  grain  prices,  a  key  element  in  meat  production, 
should  be  steady  to  slightly  down  for  the  balance  of  the  year. 

Half-empty  barns  and  silos  do,  however,  leave  farm  prices  acutely 
vulnerable  to  winter  storms.  But  even  the  Christmas  freeze  won't 
squeeze  orange  juice  prices  significantly  higher:  Bountiful  South 
American  crops  will  offset  any  slack  in  U.S.  production. 


Silver  clouds 

can  have 
dark  linings 


What  is  good  for  the  domestic  economy  in  1984  will  be  good  for 
other  industrialized  countries,  too.  But  stable — or  even  slightly  declin- 
ing— commodity  prices  will  not  do  much  for  the  cash-hungry  Third 
World.  Producers  will  complain,  but  this  troubling  situation  will  be 
offset  two  ways:  Inflation  in  the  industrialized  nations  is  more  or  less 
under  control,  so  Third  World  countries  will  no  longer  be  clobbered  by 
rising  prices.  Also,  as  overall  world  trade  expands,  they  will  sell  more. 

Stable  commodity  prices  are  not  an  unmixed  blessing.  As  long  as  the 
dollar  stays  high,  Third  World  nations  are  hard-pressed  to  service  their 
debt.  That  means  trouble  for  everyone.  Commodity  producers  who  can 
afford  to  invest  won't  be  buying  U.S.  capital  goods.  European  and 
Japanese  makers  should  benefit  accordingly — bad  news  for  those  wor- 
ried about  the  colossal  U.S.  trade  deficit. 
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The  Forbes  Index 


Every  little  bit  helps.  The  Forbes  Index,  up  1.2%,  is  now 
some  23%  higher  than  it  was  a  year  earlier.  In  the  latest 
reporting  period  only  one  Index  element  was  updated — 
the  relationship  between  manufacturers'  new  orders  and 
inventories.  Even  so,  the  three-month  gain  in  orders  rela- 
tive to  inventories  is  enough  to  boost  the  Index  to  a  record 


high.  And  for  the  most  recent  month,  new  orders  rose 
3.6%,  while  inventories  were  up  only  0.2%.  Further  evi- 
dence of  how  manufacturers  have  worked  down  their 
recession-bloated  stockpiles  can  be  seen  by  comparing 
these  latest  figures  with  those  of  one  year  ago.  New  orders 
are  up  nearly  37%,  while  inventories  are  down  4.6%. 


The  Forbes  Index  Components 


The  Forbes  Index  is  a  measure  of  U.S.  economic  activity 
composed  of  eight  equally  weighted  elements:  Total  in- 
dustrial production,  new  claims  for  unemployment  com- 
pensation, the  cost  of  services  relative  to  all  consumer 
prices,  the  level  of  new  orders  for  durable  goods  com- 
pared with  manufacturers'  inventories,  total  retail  sales, 
new  housing  starts,  personal  income,  total  consumer 
installment  credit. 

To  measure  these  eight  elements,  FORBES  monitors  ten 
series  of  U.S.  government  data.  The  last  13  months'  data 
for  each  series  is  presented  at  right. 
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Industrial  production  index  (1967  =  100} 
Seasonally  adjusted  |Federal  Reserve) 

Manufacturers'  new  orders  and  inventories 

(Sbillions)  seasonally  (Dept.  of  Commerce! 

Personal  income  (Sbillions)  wage  and  salary  dis- 
bursements, seasonally  adjusted  {Dept.  of  Commerce) 

Consumer  price  indexes  (1967  =  100)  New  housing  starts  (thousands) 

all  urban  consumers,  unadjusted  (Dept.  of  Labor)  privately  owned,  unadjusted  (Dept.  of  Commerce) 
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seasonally  adjusted  (Dept.  of  Labor)  seasonally  adjusted  |Dept.  of  Commerce)  total,  seasonally  adiusted  (Federal  Reservel 
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Thunderbird. 
The  way  it  looks- 


improves  the  way  it  drives. 


Thunderbird's  design 
has  much  to  do  with  the 
way  it  holds  the  road. 
Thunderbird's  fluid  lines 
were  tested  over  500  hours 
in  a  wind  tunnel  to  make 
the  shape  of  the  car  con- 
tribute to  cornering  and 
handling  stability. 

The  design  of 
the  front. 

Underneath  the  inte- 
grated front  bumper  is  an 
air  dam.  It  works  with  the 
wind  to  keep  the  weight 
of  the  car  pressing  down 


on  the  front  tires.  And 
the  more  a  tire  presses  to 
the  road,  the  better  it  holds 
the  road. 

The  design  of 
the  doors. 

Thunderbird's  doors 
curve  into  the  roof.  This 
smooths  and  quiets  the 
airflow,  improving  aero- 
dynamic efficiency. 

The  design  of 
the  rear. 

The  trunk  lid  incorpo- 


rates another  aerodynamic 
shape  called  a  spoiler 
which  further  reduces  "lift" 
and  aerodynamic  drag.  (P.S. 
Underneath  this  lid,  you'll 
find  a  trunk  larger  than 
you'd  ever  think  possible  in 
a  car  this  smooth.) 

Best-built 
American  cars. 

When  we  say  "Quality 
is  Job  1,"  we  are  talking 
about  more  than  a  com- 
mitment. We  are  talking 
about  results.  A  recent 
survey  concluded  Ford 


makes  the  best-built 
American  cars.  The  survey 
measured  owner-reported 
problems  during  the  first 
three  months  of  ownership 
of  1983  cars  designed  and 
built  in  the  U.S. 

Pure  Thunderbird. 

Thunderbird.  See  how  it 
moves.  Consider  the  shape. 
It  is  all  one.  And  it  is 
uniquely  Thunderbird. 

Have  you  driven  a  Ford.., 
lately? 


Get  it  together — Buckle  up. 


It  promised  to  take  the  uKwk  out  of  work. 


T1  he  personal  computer  courted 
you  with  endless  promises.  It  would 
do  your  job  faster,  make  life  easier, 
send  you  home  happier.  It  would  do 
the  heaiy  lifting,  you  would  do  the 
heavy  thinking. 

Alas,  reality  fell  short  of  the 
dream. 

The  computer  refused  to  do 
things  the  way  you  like  to  do  them. 
Refused  to  juggle  lots  of  fobs  at  once. 
Refused  to  move  swiftly  from  project 


to  project.  Refused,  even,  to  under 
stand  simple  English. 

And  then.  Each  software  pro 
gram  took  days,  weeks  ( sometimes 
classes)  to  learn.  There  was  no  wc» 
for  individual  programs  to  talk  to 
each  other.  No  way  to  take  data  ft 
here  and  transfer  it  to  there. 

The  machine  that  promised , 
be  your  partner  in  a  new  era  of 
productivity  has  behaved  like  a  re\ 
gade  two  year  old. 


ENTER  Visi  On.™  Suddenly  and  without  warning, 
your  personal  computer  becomes  everything  you 
actually  bought  it  to  be. 


J  isi  On  is  a  completely  new  genera- 
f  tion  of  business  software  that  does 
no  computer  or  program  has  ever  done, 
kes  the  personal  computer  work  harder, 
easier,  and  work  more  sensibly 
How?  By  managing  the  computer.  By 
;ng  it  work  the  my  you  are  accustomed 
>rking. 

Think  of  Visi  On  as  a  "boss"  who 
jets  the  computer  on  how  to  deal  with  the 
Pic  applications  you  want  to  work  with: 
)n  Calc™  Visi  On  Word™  Visi  On  Graph™ 
/isi  On  Query™  Since  all  these  applica- 
work  for  the  same  boss,  they  all  work  the 
:  way  Learn  to  use  one,  and  you've 
tially  learned  to  use  them  all. 
Visi  On  makes  each  application  the  best 
:ver  worked  with,  no  matter  which 
e  using.  Never  have  individual  applica- 
performed  more  efficiently,  more 
I  or  more  powerfully 
Moreover,  the  strength  of  each  application 
ually  boosted  when  you  combine  them. 
Indeed,  Visi  On  demonstrates  its  true 
s  whenever  you  want  to  do  a  number  of 
s  at  once.  Before  now,  going  from  a 
ase  to  a  spreadsheet  to  business  graphics 
computer  required  rifling  through  a 
of  different  program  disks  and  a  book- 
iill  of  instruction  books. 
Now,  with  Visi  On,  each  application  can 
'o  the  other.  You're  free  to  transfer 
,  numbers,  formulas,  even  entire  charts, 
one  place  to  another.  Noodle,  fix, 
to  fumbling  floppy  disks.  No  forgetting 


instructions.  Just  analyze,  experiment, 
refine,  decide,  and  move  forward. 

Applications  appear  on  the  screen  as 
i  windows,  representing  workspaces. 
To  open  a  window  you  point  a  hand-held 
pointer  called  a  "mouse."  Two  buttons 
on  the  mouse  control  your  options. 

It's  simple  to  learn,  and  even 
easier  to  use.  There  are  only  a  few 
basic  commands,  and  they  remain 
in  sight  at  all  times. 

Should  you  see  a  problem,  point 
your  mouse  at  it  and  press  a  button. 
Having  anticipated  the  question  you 
were  going  to  ask,  the  Help  window 


opens  and  presents  the  most  probable  answer. 

There.  Your  computer  has  become  a 
sweetheart;  as  cooperative,  as  productive  as  it 
promised  it  could  be. 

Freeing  you  to  think  about  lunch. 

Visi  On  works  on  the  IBM*  Personal 
Computer,  and  indeed,  most  computers. 
Including  the  one  you  now  own  and  aren't 
speaking  to. 

And  since  it's  open-ended,  you're  free  to 
add  applications  such  as  our  new  communi- 
cations system,  which  will  allow  you  to  transfer 
information  between  other  personal  com- 
puters, local  networks,  outside  databases,  and 
your  company's  mainframe  computer. 

Rumored,  reviewed,  tested,  heralded,  and 
much  anticipated,  Visi  On  is  now  here. 
See  your  Authorized  VisiCorp  Dealer  or  sales 
rep  for  a  demonstration  and  information  on  our 
comprehensive  support  program.  And  note 
one  more  way  we  ensure  that  your  investment 
is  never  at  risk:  Receive  your  original 
purchase  price  (minus  a  new  materials  charge) 
for  any  VisiCorp  software  you  now  have,  in 
trade  for  its  Visi  On  equivalent. 

You  see,  you're  buying  Visi  On  from 
VisiCorp,  the  leading  maker  of  business  soft- 
ware. No  one  makes  more  useful,  more 
powerful  software,  either  (just  ask  over  a  mil- 
lion people  now  using  VisiCalc®).  And  no 
one  supports  it  better. 

Finally,  your 
computer  will  be 
everything  you  always 
wanted  it  to  be. 
Visi  On  will  never  let  it  be 
anything  less. 


Visi  On,  Vis!  On  Cajc,  Visi  On  Vford.  Visi  On  Graph,  Visi  On  Querv  and  VisiCaJc  are  trademarks  of  VisiCorp. 
San  Jose .  CA  DM  is  a  refystrreti  trademark  of  International  Business  Machines  Corp  ©  1983  VisiCorp 


Forbes 


Timber  is  like  oil,  thought  forest  products 
executives.  Get  your  hands  on  it,  and  infla- 
tion or  eager  buyers  will  always  bail  you 
out.  Guess  who  could  lose  big  on  timber. 

The  $2  billion 
unsure  thing 


By  Roger  Neal 

W.  here  have  all  the  greater 
fools  gone?  Executives  at 
scores  of  Far  West-based  tim- 
ber companies  would  like  to  know. 
Between  1978  and  1982  these  compa- 
nies agreed  to  pay  the  U.S.  Forest  Ser- 
vice around  $3  billion  for  the  right  to 
cut  9.7  billion  board  feet  of  govern- 
ment-owned timber  in  Washington 
and  Oregon.  The  contract  prices  were 
Bunyanesque.  Stumpage  prices  aver- 
aged $334  per  thousand  board  feet  in 
1979,  up  84%  from  1977.  But  so  what? 
Weren't  trees  alive  and  a  finite  re- 
source in  an  inflationary  world? 
Wouldn't  some  greater  fool  come 
along  to  take  the  timber  off  the  com- 
panies' hands? 

The  greater  fools  never  showed— 
inflation  cooled — and  the  contracting 
companies  are  stuck  holding  con- 
tracts that  must  be  honored  over  the 
next  five  to  eight  years.  If  forced  to 
honor  their  contracts  at  today's 
prices,  currently  around  $120  per 
thousand  board  feet,  they  would  stand 
to  lose  around  $2  billion. 

Individual  companies  won't  dis- 
cuss, or  claim  they  don't  know,  the 
precise  extent  of  their  uncut  timber 
exposure.  But  using  contract  signings 


in  Washington  and  Oregon  west  of  the 
Cascades  (the  west  side  of  Region  Six, 
the  most  seriously  overbid  area)  sup- 
plied by  Timber  Data  Co.  of  Eugene, 
Ore.,  and  comparing  average  contract 
prices  therein  to  current  stumpage 
prices,  Forbes  estimates  that  Port- 
land-based Willamette  Industries 
signed  contracts  for  240  million  board 
feet  of  timber  during  the  period  1978- 
82.  If  forced  to  honor  those  contracts 
today  (it  won't  be),  Willamette  would 
lose  $45.6  million,  which  is  equal  to 
20%  of  total  net  income  over  the  last 
five  years. 

If  Phoenix-based  Southwest  Forest 
Industries  had  to  honor  today  its  com- 
mitments to  harvest  240  million 
board  feet  of  Region  Six  timber,  it 
would  lose  over  $45  million — 64%  of 
its  last  five  years'  profits.  Bohemia 
Inc.  of  Eugene,  Ore.  would  lose  108% 
of  profits  over  the  past  five  years,  or 
$43.7  milllion.  Medford  Corp.  of  Med- 
ford,  Ore.,  with  125  million  board  feet 
under  contract,  would  have  a  loss  of 
$23.75  million  if  forced  to  cut  today, 
70%  of  the  last  five  years'  net.  Port- 
land's Pope  &  Talbot,  committed  to 
harvest  290  million  board  feet,  would 
be  forced  to  write  off  91%  of  its  last 
five  years'  profits  by  our  estimates. 
Companies  with  potential  losses  of 


less  than  10%  of  the  last  five  years' 
profits  include  Boise  Cascade  with 
240  million  board  feet  ($45.6  million); 
Champion  International  with  280 
million  board  feet  ($53.2  million);  and 
Georgia-Pacific  with  110  million 
board  feet  ($20.9  million). 

Add  to  these  potential  losses  the 
possible  losses  of  the  scores  of  small 
private  timber  companies  that  bid  ag- 
gressively, and  the  aggregate  potential 
loss  is  the  $2  billion  "conservatively 
estimated"  by  Timber  Data  Co.'s 
Doug  McDonald.  Said  one  timber  ex- 
ecutive who  asked  to  remain  name- 
less: "There's  no  nice  way  out  of  this 
mess." 

In  their  financial  statements,  the 
affected  companies  aren't  saying 
much  about  their  timber  contracts  ex- 
posure, except  to  say  a  problem  might 
exist.  Why  aren't  they?  Apparently 
because  the  accountants  require  tim- 
ber contract  liabilities  to  be  recog- 
nized and  disclosed  only  after  the  tim- 
ber has  been  cut  or  after  default  on  a 
contract.  Even  a  default  might  not  be 
disclosed  until  the  contract  has  been 
resold  by  the  Forest  Service. 

These  practices  may  conform  to  the 
letter  of  the  Financial  Accounting 
Standards  Board's  current  position  on 
contingent  liabilities,  but  it  is  certain- 
ly contrary  to  its  spirit.  One  industry 
observer  who  has  attempted,  with 
mixed  results,  to  unravel  the  timber 
contract  problem,  sums  it  up  thus: 
"There  is  a  conspiracy  in  the  industry 
to  keep  the  value  of  uncut  timber  a 
secret." 

Up  to  a  point,  the  blame  can  be 
spread  more  or  less  equally  among 
Washington  and  the  companies.  For- 
est Service  studies  prepared  in  the 
1970s  advocating  larger  wilderness 
areas  panicked  timber-poor  compa- 
nies into  fierce  bidding  wars  for  avail- 
able acreage.  Moreover,  the  Forest 
Service  required  successful  bidders  to 
put  up  performance  bonds  equal  to 
just  4%  of  the  contract's  value.  In 
effect,  the  timber  outfits  were  encour- 
aged to  play  the  contract  auctions  like 
a  futures  market.  "There  was  no  cash 


30 


FORBES,  JANUARY  30,  1984 


up  front,  no  margin  calls  and  no  inter- 
est accrued  on  the  principal,"  recalls 
Louisiana-Pacific  Chairman  Harry 
Merlo,  who  kept  his  buying  to  a  more 
modest  40  million  board  feet.  (The 
Forest  Service  has  since  shortened 
contract  periods  and  increased  perfor- 
mance bond  requirements,  but  only 
to  10%.) 

What's  to  be  done  about  that  $2 
billion  in  potential  losses?  Ohio 
Democratic  Senator  Howard  Metzen- 
baum  last  November  introduced  an 
amendment,  crafted  with  Oregon's 
Republican  Senator  Mark  Hatfield, 
that  called  for  termination  of  con- 
tracts covering  up  to  10  million  board 
feet  of  timber  without  penalty.  Con- 
tracts on  another  65  million  board 
feet  could  be  terminated  with  a  penal- 
ty. That  bill  would  have  benefited 
mainly  small  private  firms.  But  oppo- 
sition from  larger  companies — Boise 
Cascade,  Diamond  International  and 
Potlatch  among  them — resulted  in  its 
being  tabled  on  a  parliamentary  chal- 
lenge (43  to  37).  Remarked  Hatfield 
upon  defeat,  "I  remain  convinced  that 
termination  of  some  contracts  is 
essential." 

Late  last  July  Ronald  Reagan, 
through  his  Presidential  Council, 
jumped  into  the  issue  and  worked  out 
a  compromise:  Companies  may  opt  to 
put  their  unprofitable  contracts  into 
five-year  plans,  cutting  at  a  uniform 
rate.  Plans  are  due  Feb.  15.  In  effect, 
this  will  enable  them  to  offset  losses 
on  high-priced  contracts  with  profits 
from  cutting  their  own  low-cost  tim- 
ber. If  prices  rise  above  the  original 
contract  prices  (or  trees  simply  grow 
enough  to  recoup  losses)  during  the 
1984-91  period,  the  companies  will 
come  out  whole.  Obviously,  this 
compromise  will  mean  most  to  com- 
panies like  Boise  Cascade  and  Cham- 
pion International,  both  of  which  own 
large  stands  of  inexpensive  timber  to 
mix  with  their  high-cost  contract 
timber. 

Is  the  five-year  extension  a  bailout? 
Not  necessarily.  If  prices  don't  rise 
and  a  company  ultimately  defaults, 
the  Reagan  measures  hurt.  This  is  be- 
cause the  company  would  be  forced  to 
pay  the  government  cash  damages  in 
an  amount  equal  to  the  difference  be- 
tween the  contract  price  and  the  pre- 
vailing price  when  the  company 
sought  its  five-year  extension.  So  the 
affected  companies'  executives  are 
not  heaping  praise  on  the  Reagan 
compromise.  Says  George  Folquet, 
chief  financial  officer  of  hard-hit  Pope 
&  Talbot:  "If  you  enter  the  extension 
and  then  default,  they  really  stick  it 
to  you." 

A  company,  moreover,  could  take 


its  chances  outside  the  five-year  plan. 
Traditionally,  the  Forest  Service  has 
defined  default  damages  as  the  differ- 
ence between  contract  price  and  the 
price  the  Forest  Service  actually  re- 
ceives at  a  subsequent  auction,  which 
usually  occurs  many  months  after  the 
default.  A  company,  then,  must  make 
its  guess  about  future  prices  and  make 
its  choice  by  Feb.  15.  Says  an  execu- 
tive at  a  company  that  will  not  file 
five-year  plans:  "We'll  probably  de- 
fault on  some  of  our  contracts  and 
take  our  chances  in  court." 
There  remains  the  outside  chance 


that  the  timber  market  may  rebound 
and  bail  everyone  out.  But  as  long  as 
interest  rates  remain  high  and  hous- 
ing starts  remain  low  by  historical 
standards,  the  odds  against  such  a  re- 
bound are  long.  "The  five-year  exten- 
sion is  merely  a  postponement  of  the 
day  of  reckoning,"  says  Thomas  Cle- 
phane,  Morgan  Stanley's  astute  forest 
products  analyst.  "The  dimensions  of 
the  problem  remain." 

So  they  will — unless  the  ultimate 
greater  fool,  the  American  taxpayer, 
can  once  again  be  persuaded  to  carry 
the  can  for  inept  management.  ■ 


Harvesting  trees  in  the  Pacific  Northwest 

Make  a  guess  about  future  prices  and  then  make  a  choice. 
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Remember  the  fearsome  "black  box"  that 
was  going  to  put  the  specialists  out  of 
business?  It's  here — and  they  love  it. 


The  computer  that 
saved  Wall  Street 


irony  in  that.  Remember  when  the 
"black  box"  was  the  big  bogeyman  on 
The  Street?  It  was  going  to  put  the 
specialists  out  of  business,  even  per- 
haps replace  the  brokers.  Well,  the 
black  box  has  arrived,  although  no 
one  at  the  NYSE,  staffer  or  member, 
ever  uses  the  phrase.  It's  called  the 
"electronic  book,"  and  without  it  no- 


By  Ben  Weberman 


F|  EW  OUTSIDERS  HAVE  THOUGHT 
of  the  implications,  but  a  rogue 
wave  has  been  sloshing  about 
the  financial  markets.  On  Feb.  24  it 
will  appear  as  a  tidal  wave  when  buy- 
ers and  sellers  will  settle  up  more 
than  $15  billion  worth  of  trades  in 
when-issued  (wi)  stock  from  the  Bell 
breakup.  Wall  Street  stands  to  reap  up 
to  $75  million  in  commissions,  the 
biggest  bonanza  in  its  history. 

Since  Nov.  21  The  Street  has  been 
handling  trades  of  more  than  4  mil- 
lion shares  a  day  in  when-issued  stock 
of  the  new  AT&T  and  2.5  million  in 
the  Bell  operating  companies. 

Altogether,  these  when-issued 
transactions  amount  to  an  average 
$250  million  a  day.  But  only  pennies 
on  the  dollar  actually  change  hands. 
Under  the  rules,  the  buyer  puts  down 
a  small  deposit:  25%  for  individuals, 
10%  for  institutions.  (Most  of  the  lat- 
ter put  up  letters  of  guarantee  from 
banks — in  effect  no  cash  at  all.)  In 
other  words,  as  much  as  $225  million 
a  day  in  unpaid  bills  has  been  accu: 
mulating  since  Nov.  21  and  will  go  on 
piling  up  until  the  end  of  trading  in 
wi's  on  Feb.  15.  That  60-day  trading 
period,  set  by  agreement  between 
AT&T  and  the  NYSE,  is  unprecedent- 
ed and  has  helped  moderate  the  Bell 
breakup's  effect  on  the  capital  mar- 
kets. 

Here's  how  it  works:  You  give  your 
broker  a  buy  order  and  the  deposit.  He 
gives  you  a  confirmation  slip.  No  oth- 
er cash  or  certificates  change  hands. 
On  settlement  day  you  pay  up,  and 
the  broker  collects  his  commission. 

In  the  meantime,  the  brokers'  com- 
puters are  patiently  keeping  track  of 
all  this,  and  there's  more  than  a  little 


cialists,  each  working  with  one  of  the 
new  incarnations  of  the  phone  com- 
pany, can  enter  individual  orders  and 
let  the  computer  bunch  them  into 
clumps  of  as  many  as  30,000  shares, 
automatically  matching  a  clump  on 
the  other  side  of  the  book  to  close  out 
a  transaction. 

In  some  cases  the  Bell  orders  are 
coming  in  by  computer;  in  others,  or- 
ders still  arrive  on  paper  slips  in  the 
old-fashioned  way.  Computerized 
matchups  are  also  used  for  Pan  Am 
stock,  but  that's  not  a  necessity  as  it 
is  with  the  Bell  trading.  Pan  Am  be- 
came the  guinea  pig  for  the  electronic 
book  in  July  1983.  Following  a  story 
in  Forbes  (July  4,  1983),  Pan  Am's 
stock  became  one  of  the  most  heavily 
traded  for  a  period.  That  volume 
served  well  as  a  trial  run  for  the  Bell 
when-issueds. 

The  exchange  keeps  up  with  the 
tidal  wave  of  transactions  by  using 
the  commodities  market  practice  of 
daily  mark-to-market  valuations  to 
closely  track  unrealized  profits  or 
losses.  Thus,  in  the  unlikely  event  of 
a  sudden  collapse,  holders  of  wi's 
would  sustain  large  unrealized  losses 


Specialist  James  Burke 

The  book,  new  (at  left)  and  old. 


body  could  have  coped  with  the  tidal 
wave  of  Bell  trading.* 

Take  James  Burke,  LaBranche  & 
Co.  NYSE  floor  specialist  for  Tele- 
phone, the  old  AT&T  stock.  "I 
couldn't  handle  the  volume  of  limit 
orders  [buy  or  sell  orders  to  be  execut- 
ed at  a  specific  price  away  from  the 
prevailing  trading  market]  without 
the  electronic  book,"  he  says.  With  it, 
he  and  the  exchange's  eight  other  spe- 


*The  "black  box"  in  this  case  is  no  mere  metaphor 
There  are  nine  specially  dedicated  DEC  computers  on 
the  floor  of  the  NYSE. 


and  would  have  to  put  up  an  addition- 
al deposit.  If  the  market  rises  substan- 
tially, short-sellers  would  lose  mon- 
ey. Thus,  the  daily  mark-to-market 
and  the  deposit  requirement  keep  ev- 
eryone honest,  including  brokers  un- 
der orders  to  watch  their  own  capital 
position  closely  because  of  the  large 
exposure  of  their  clients. 

All  the  trouble  will  be  well  worth  it. 
Rather  than  heading  for  hard  times, 
Wall  Street  is  headed  for  enormous 
profits  when  the  bell  tolls  for  Ma 
Bell— with  the  help  of  the  "black 
box."  ■ 
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Are  the  Sixties  really  dead?  Dont  believe  it. 
Consider  the  latest  in  corporate  morale- 
boosting  fringe  benefits,  the  private,  com- 
pany-sponsored rock  V  roll  concert. 


America's  band 


By  Stephen  Kindel 

It's  a  typical  Wednesday  night 
for  the  Beach  Boys.  Lead  singer 
Mike  Love,  42,  a  baseball  cap  cov- 
ering his  balding  pate,  is  leading  the 
group  through  its  "internationally  re- 
nowned automobile  repertoire."  Next 
come  some  new  tunes  from  Brian  Wil- 
son, 41,  who  no  longer  spends  months 
of  his  time  in  bed,  scared  of  the  world. 
And  these,  of  course,  are  followed  by 
their  "Surfin'  U.S.A."  and  other  surf- 
ing classics.  The  crowd,  an  audience 
of  7,500  suits,  loves  every  minute  of 
the  1  '/2-hour  concert. 

Suits?  As  in  three-piece?  What  are 
the  Beach  Boys  doing  here?  Where  are 
the  crazed  dopesters  and  the  young 
women  that  former  Secretary  of  the 
Interior  James  Watt  thought  of  as 
such  a  menace  to  the  values  of  Middle 
America? 

What  the  Beach  Boys  are  doing  is 
making  money,  and  doing  it  very 
well.  Listen  to  Tom  Hulett,  personal 
manager  of  the  Beach  Boys  and  presi- 
dent of  Concerts  West,  Ltd.,  the  com- 
pany that  manages  them:  "We've  be- 
come America's  band.  After  all,  what 
could  be  more  wholesome  than  the 
Beach  Boys?" 

Watt,  indeed.  The  sun-drenched 
generation  of  the  Sixties  has  become 
the  middle  management  of  the 
Eighties.  After  22  years  together,  the 
longest  stint  for  any  major  rock  act 
now  performing,  the  Beach  Boys  still 
mean  something  to  them.  A  free,  cor- 
porate-sponsored, limited-audience 
concert  by  the  Beach  Boys,  it  turns 
out,  is  an  almost  ideal  way  to  please 
large  numbers  of  people  at  a  relatively 
modest  cost. 

Take  the  concert  described  above.  It 
was  sponsored  by  Franklin  Computer 


Corp.,  a  fast-growing  manufacturer  of 
Apple-like  machines.  For  $100,000  to 
the  Beach  Boys,  plus  some  ancillary 
costs  in  renting  the  hall  and  paying 
the  backup  crew  that  sets  up  and  dis- 
assembles the  band's  instruments, 
Franklin  succeeded  in  pleasing  an  aw- 
ful lot  of  its  dealers,  vendors  and  ex- 
ecutives. It  also  gained  enormous 
publicity  value  for  itself  in  the  pro- 
cess. Says  Hulett:  "This  is  an  easy 
way  for  a  company  to  say  'thank  you' 
to  its  people  and  give  them  something 
they'll  remember  for  a  long  time  to 
come." 

It  also  happens  to  be  a  nicely  profit- 
able sideline  for  the  Beach  Boys.  Al- 
though the  group  will  continue  to  per- 
form the  large-scale  concerts  for 
which  they  have  become  famous 
(such  as  the  Fourth  of  July  concert  on 
the  Mall  in  Washington,  D.C.,  or  the 
large  beachside  concerts  in  Atlantic 
City,  N.J.  and  Daytona  Beach,  Fla.), 
Hulett  is  scheduling  an  increasing 
number  of  private  corporate  dates  for 
the  band. 

Hulett  says  that  the  recent  death  by 
drowning  of  drummer  Dennis  Wilson, 


the  original  surfer  of  the  group,  has 
had  no  effect  on  their  bookings.  The 
Beach  Boys  will  give  at  least  a  dozen 
such  performances  in  1984,  for  insur- 
ance companies  rewarding  their  lead- 
ing salesmen,  for  a  television  network 
and  for  the  dealer  network  of  a  major 
automobile  manufacturer,  among 
others. 

Then  there  are  the  merchandise  tie- 
ins.  True,  their  record  sales  have 
lagged  for  years,  since  the  "Pet 
Sounds"  album  of  1966.  Not  to  worry. 
Hulett  thinks  he  can  fix  that:  "We  are 
working  with  a  number  of  companies 
to  repackage  the  Beach  Boys'  music 
for  corporate  sales.  It  could  be  worth  a 
million  or  so  extra  a  year."  Mean- 
while, the  Beach  Boys  remain  among 
the  top  20  gate  attractions  among  per- 
forming bands. 

All  that  extra  gravy  should  show  up 
on  the  band's  bottom  line.  Last  year, 
says  Hulett,  was  the  group's  best  ever, 
with  an  income  high  in  the  seven 
figures.  And  1984,  despite  drummer 
Wilson's  death,  should  be  even  better. 
"The  Olympics  are  coming  to  Los  An- 
geles this  summer,  and  the  Beach 
Boys  will  be  an  active  part  of  them," 
Hulett  says.  "When  people  from 
around  the  world  catch  on  to  the  con- 
nection between  our  band  and  this 
southern  California  celebration  that 
the  Olympics  will  be,  our  fortunes 
will  rise  even  higher." 

The  Beach  Boys  aren't  the  only 
recent  beneficiaries  of  corporate  pa- 
tronage. Among  the  top-name  acts 
that  have  picked  up  corporate  spon- 
sorship for  their  tours  are  Kenny  Rog- 
ers, sponsored  by  Jovan  fragrances, 
and  the  Australian  group  Men  At 
Work,  sponsored  by  Foster's  Lager, 
the  down-under  beer.  It's  a  short  hop 
and  a  skip  from  that  kind  of  thing, 
Hulett  says,  to  working  the  corporate 
circuit  full  time. 

That's  what's  known  as  getting  in 
tune  with  the  times.  ■ 


The  Beach  Roys  in  corporate  concert 

The  Sixties  generation  has  matured  into  the  middle  management  of  the 
Eighties.  No  surprise,  then,  that  corporate- sponsored,  limited-audience 
concerts  have  become  an  easy  way  for  a  company  to  please  its  employees. 
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Buried  in  all  the  rhetoric  about  telephone 
access  charges  are  two  very  different  issues. 
At  the  bottom  of  one  of  them  there  may  be 
an  investment  opportunity. 


Riding  consumer 
coattails 


for  the  resellers  of  telephone  service 
such  as  U.S.  Telephone,  which  was  a 
hot  new  issue  early  last  year.  Unlike 
MCI,  which  sends  most  calls  on  its 
own  network,  these  carriers  rely  on 
leased  lines  and  thus  have  narrower 
margins.  Higher  access  fees  would  be 
even  harder  for  them  to  swallow.  Also 
unlike  MCI,  which  cannily  sold  $1 
billion  worth  of  securities  only  weeks 
before  the  FCC  order,  the  resellers 
tend  to  be  thinly  capitalized.  "The 


By  Pamela  Sherrid 


IN  A  SINGLE  DAY  last  August,  MCI 
Communications  lost  more  than 
$1.1  billion  in  market  value  and 
set  a  volume  record  for  the  over-the- 
counter  market.  Other  AT&T  com- 
petitors were  hit  hard,  too.  Among 
them:  GTE,  which  had  just  completed 
the  purchase  of  the  Sprint  discount 
network,  resellers  of  long-distance 
service  such  as  U.S.  Telephone  and 
Allnet  Communications, 
and  even  hardware  suppli- 
ers like  Digital  Switch. 

What  triggered  this 
collapse  was  a  94-page 
Federal  Communications 
Commission  decision 
that  quickly  spawned  po- 
litical controversy  as  well 
as  stock  market  losses. 
Most  of  the  fighting  is 
about  a  section  that  raises 
local  phone  bills  in  order 
to  let  long-distance  rates 
go  down.  Congressmen 
see  an  opportunity  to  win 
one  for  the  little  guys. 

A  second  part  of  the 
FCC  order  deals  largely 
with  the  big  guys.  It  in- 
creases the  amount  that 
AT&T's  long-distance 
competitors  will  have  to 
pay  local  phone  compa- 
nies, while  lowering  the 
same  cost  for  AT&T.  Ef- 
fectively, the  commission 
turned  -  the  post-divesti- 
ture party  for  new  long- 
distance carriers  into  a 
somber  affair  filled  with 
talk  of  lower  profits  and 
possible  bankruptcies. 
The  stakes  are  highest 


MCI  Chairman  William  McGowan 

Hoping  Washington  will  give  back  what  it  took  away 


FCC  order  would  put  them  out  of 
business,"  says  one  telecommunica- 
tions analyst. 

The  controversy  concerns  how  to 
divide  an  $11  billion  pot  of  money. 
That's  the  portion  of  the  annual  tab 
for  local  wires  that  long-distance  car- 
riers now  contribute  to  local  tele- 
phone companies,  an  arbitrary  25%  of 
total  local-wire  costs.  Today  AT&T, 
which  still  has  95%  of  the  long-dis- 
tance market,  pays  almost  all  this 
charge.  Competing  carriers  like  MCI 
and  GTE  Sprint  pay  even  less  than 
their  market  share  indicates.  They  get 
a  big  discount,  about  70%,  to  make  up 
for  the  inferior  technical  quality  of 
their  connections  with  local  circuits. 

But  under  the  FCC's  plan,  most  of 
that  $11  billion  would  be  shifted  to 
local  users  by  the  late  Eighties,  about 
the  same  time  that  MCI  and  other 
non-AT&T  long-distance  carriers  will 
gain  equal  access  to  the  new  Bell  oper- 
ating companies.  Nearly  everyone 
agrees  that  when  these  carriers  re- 
ceive the  same  interconnections  as 
AT&T,  they  should  pay  the  same  fees. 
"The  whole  question,"  states  MCI's 
feisty  chairman,  William  McGowan, 
"is  how  to  go  from  here  to  there." 

What  makes  the  new  carriers  furi- 
ous is  that  the  FCC  would  take  away 
most  of  their  discount  in 
1984 — before  they  can  of- 
fer service  equal  to 
AT&T's.  To  make  mat- 
ters worse,  the  commis- 
sion's plan  would  also  re- 
duce AT&T's  costs  in 
1984  by  some  $3.3  billion. 
This  is  the  portion  of  the 
$11  billion  pot  that  the 
FCC  wants  to  shift  to  us- 
ers in  the  form  of  access 
charges. 

This  will  allow  AT&T 
to  cut  long-distance 
prices,  a  double-whammy 
for  competitors.  AT&T 
announced  last  fall  that  it 
would  cut  rates  by  about 
10%,  but  the  company 
now  says  it  can  cut  them 
more.  Critics  see  AT&T's 
latest  move  as  an  effort  to 
convince  Congress  that 
new  access  fees  will  bene- 
fit the  public  more  than 
they  will  benefit  AT&T. 

Fortunately  for  MCI 
and  its  allies,  however, 
the  big-guy  issue  of  fee- 
splitting  for  long-distance 
calls  was  linked  by  House 
Democrats  with  the  little- 
guy  issue  of  local  access 
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charges.  This  fall  the  House  moved  to 
ban  residential  access  fees.  It  also  in- 
cluded a  freeze  on  carrier  access  pay- 
ments for  AT&T's  competitors  until 
September  1985,  a  wonderful  gift.  The 
FCC,  of  course,  opposes  this  legisla- 
tion— one  staffer  calls  it  "ridiculous, 
miserable  and  lousy" — but  the  agency 
is  already  considering  softening  its 
August  blow  on  the  non-AT&T  carri- 
ers. With  Congress  due  back  in  ses- 
sion soon,  the  FCC  will  likely  act  to 
head  off  long-distance  legislation  in 
the  Senate. 

There  could  be  considerable  oppor- 
tunity here  for  investors.  MCI  shares 
haven't  moved  much  since  the  Au- 
gust FCC  announcement.  They  now 
trade  for  about  $15,  half  their  12- 
month  high.  Professional  investors 


who  once  loved  the  swashbuckling 
company  still  seem  shell-shocked. 
"I've  never  seen  as  much  institutional 
selling,"  says  James  McCabe,  an  ana- 
lyst with  Prudential-Bache.  Because 
the  chances  are  great  that  either  the 
FCC  will  moderate  its  order  or  favor- 
able legislation  will  be  enacted, 
McCabe  and  other  analysts  think 
MCI  is  a  strong  buy. 

Here's  a  measure  of  the  leverage.  In 
its  fiscal  year  ending  this  March,  MCI 
will  probably  earn  about  $225  mil- 
lion, 90  cents  per  share,  on  sales  of 
$1.6  billion.  If  an  unchanged  FCC  or- 
der goes  into  effect  in  April,  next 
year's  earnings  could  be  as  low  as  65 
cents  per  share.  But  under  the  House 
bill,  earnings  could  be  as  much  as 
$1.50  per  share. 


The  difference?  In  the  positive  plan, 
MCI  would  continue  to  pay  the  same 
$234  monthly  access  charge  per  line 
that  it  does  today.  But  under  the  FCC 
plan,  that  fee  nearly  doubles,  slicing 
MCI's  operating  margins  in  half.  In  an 
FCC  modification,  McCabe  thinks 
MCI  could  wind  up  paying  a  bit  over 
$300  per  line  and  earning  a  healthy 
$1.20.  At  today's  prices,  its  shares  are 
selling  at  12  times  that  estimate. 

There  is  irony  aplenty  here.  Sure, 
the  proposed  FCC  fees  on  consumers 
and  on  the  long-distance  carriers  are 
related — they  both  involve  that  $11 
billion  in  costs.  But  these  issues  could 
easily  be  dealt  with  separately.  The 
fact  that  they  aren't  gives  MCI  and 
the  other  alternative  carriers  a  bit  of  a 
free  ride.  ■ 


The  Frigitemp  stain  spreads.  General  Dy- 
namics is  involved,  of  course,  but  now 
names  like  Litton  and  Lockheed  pop  up. 
Credit  a  dogged  investigator 

Sherlock 
Bernstein 


By  Allan  Dodds  Frank 

T|  wo  weeks  ago  Forbes  (Jan.  16) 
reported  on  a  payoff  scheme  in- 
volving a  former  executive  and 
director  of  General  Dynamics,  Taki 
Veliotis,  and  others.  Veliotis  has  fled 
the  country  with  his  yacht  and  his 
money.  The  chairman  of  a  onetime 
GD  supplier,  Gerald  Lee  of  Frigitemp 
Corp.,  has  admitted  guilt  and  is  in  jail 
in  New  York,  waiting  to  testify 
against  former  associates. 

But  the  man  most  responsible  for 
unraveling  the  scandal,  a  63-year-old 
Yale  Law  School  graduate,  Lawson  F. 
Bernstein,  believes  there  is  more  to 
come.  Bernstein  is  the  trustee-in- 
bankruptcy  for  Frigitemp  and,  as  best 
Forbes  can  tell,  it  was  his  work  that 
led  to  confessions  by  key  Frigitemp 
officers  even  before  Lee  surrendered 
and  Veliotis  fled. 

Certainly  the  stain  is  spreading. 
The  Defense  Department  is  investi- 
gating Frigitemp's  work  on  subma- 


rines for  GD,  and  old  charges  made  by 
Admiral  Hyman  Rickover  about  cost 
overruns  are  being  reexamined.  Bern- 
stein has  uncovered  evidence  that  he 
believes  strongly  suggests  Frigitemp's 
officers  shook  down  their  own  sub- 
contractors at  the  same  time  they 
were  winning  work  for  Frigitemp  by 
paying  kickbacks  to  General  Dynam- 
ics officers,  to  employees  of  two  other 
major  defense  contractors  and  possi- 
bly to  Saudi  Arabian  officials. 

Using  nine  different  law  firms  in 
four  states  and  in  England,  Switzer- 
land and  Ireland,  Bernstein  already 
has  recovered  more  than  $3  million. 
His  team  is  seeking  $50  million  from 
General  Dynamics  on  grounds  of 
racketeering — meaning  condoning 
payoffs  to  Veliotis  and  others — and  is 
working  on  suits  claiming  that  Frigi- 
temp performed  work  and  is  still 
owed  $35  million  from  Ingalls  Ship- 
building Division  of  Litton  Industries 
and  $10  million  from  Lockheed  Ship- 
building &  Construction  Co.,  a  sub- 


sidiary of  Lockheed  Corp.  In  another 
suit  filed  last  month  Bernstein  accus- 
es a  former  employee  of  Frigitemp, 
who  earlier  worked  for  Ingalls,  of  col- 
lecting more  than  $200,000  by  means 
of  phony  invoices  from  two  ghost 
companies.  This  is  linked  to  investi- 
gations of  possible  Frigitemp  payoffs 
to  Ingalls  employees. 

Litton  tells  Forbes  it  audited  in  late 
1977  Frigitemp's  contracts  for  $110 
million  of  work  on  30  destroyers  and 
5  helicopter  assault  ships  and  found 
no  evidence  of  payoffs.  Nevertheless, 
Litton  in  1977  sued  Frigitemp  and  in 
1979  sued  Frigitemp's  trustee,  Bern- 
stein, charging  Lee's  company  sub- 
mitted nearly  $50  million  in  unjusti- 
fied bills.  Bernstein  is  countersuing, 
claiming  Litton  owes  $35  million 
more  than  it  paid  for  work  and  materi- 
al Frigitemp  actually  delivered.  Says 
Bernstein,  "Frigitemp  management 
was  so  busy  screwing  the  business 
they  didn't  know  how  good  a  business 
they  had.  The  books  of  Frigitemp 
were  so  poorly  kept  that  when  Ingalls 
went  up  to  look  at  them,  I  don't  know 
what  they  were  looking  at." 

Bernstein  entered  the  case  in  mid- 
1978  as  standby  trustee  for  Frigitemp, 
while  the  failing  corporation  tried  to 
reorganize.  He  had  been  recommend- 
ed as  a  tenacious  and  brilliant  investi- 
gative lawyer  by  a  onetime  adversary 
sitting  on  the  Frigitemp  creditors' 
committee.  By  May  1979,  Frigitemp 
was  officially  bankrupt,  with  perhaps 
$1  million  in  assets  against  nearly  $70 
million  in  creditors'  claims.  Bernstein 
took  over  the  corpse  and  then  began 
the  chase. 

Frigitemp  evolved  from  a  small  res- 
taurant refrigeration  business  in 
Brooklyn  that  Gerald  Lee,  who  had 
only  a  grammar  school  education,  and 
his  father  began  building  two  decades 
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ago  into  a  company  dealing  in  restau- 
rant supplies,  ship  insulation  and  fit- 
tings. It  had  annual  sales  of  more  than 
$85  million  and  a  listing  on  the  Amer- 
ican Stock  Exchange.  Chairman  Lee 
had  quite  a  lifestyle:  an  opulent  Park 
Avenue  apartment,  a  summer  home 
on  Shelter  Island,  N.Y.,  a  condo  and 
house  in  Palm  Springs,  and  later  a 
country  manor  in  Ireland  and  a  Dub- 
lin town  house,  antique  dealing  and 
runs  to  casinos  in  London. 


By  Martin  Mayer 

Much  of  the  U.S.  banking 
system  and  all  of  the  bureau- 
cratic structures  Washing- 
ton has  designed  to  supervise  it  are  up 
for  grabs.  Brokerage  houses,  insurance 
companies,  retail  chains,  service  con- 
glomerates— even  smokestack  indus- 


Even  after  Bernstein  began  cracking 
the  case,  Lee  thought  he  was  safe.  He 
had  spent  nearly  four  years  abroad, 
mostly  in  Ireland,  which  until  recent- 
ly had  no  extradition  treaty  with  the 
U.S.  But  Bernstein  tracked  Lee  to  Ire- 
land and  convinced  an  Irish  court  to 
order  disclosure  of,  and  a  freeze  on, 
Lee's  assets.  Then,  according  to  Bern- 
stein, in  late  1981,  Lee  cashed  in  two 
annuities,  worth  about  $250,000,  that 
he  and  his  wife  hadn't  disclosed  to  the 


trials — are  buying  their  way  into 
some  aspect  of  what  used  to  be  called 
banking.  The  heads  of  the  regulatory 
agencies,  meeting  as  a  committee 
chaired  by  Vice  President  Bush,  plan 
to  send  the  President  recommenda- 
tions in  late  January  for  an  Adminis- 
tration bill  to  widen  the  definitions  of 
what  financial  corporations  can  do, 


Irish  court.  A  few  months  later,  by 
mistake,  an  Irish  insurance  company 
made  the  annual  $15,000  payment  to 
the  Lees  on  the  already-sold  annu- 
ities. Lee  refused  to  return  it.  The 
insurance  company  contacted  Bern- 
stein's Irish  lawyers,  and  they  had 
Lee.  To  stay  out  of  an  Irish  jail,  Lee 
returned  to  the  waiting  indictments. 

"He  had  nowhere  else  to  go,  he's 
extraditable  everywhere,"  says  Bern- 
stein. "Plus,  he  figured  he  finally  had 
something  to  sell.  He  could  turn 
state's  evidence  against  [Taki]  Velio- 
tis  and  [James]  Gilliland  [former  GD 
officers).  Here  he  can  come  into  the 
U.S.  Attorney's  office  and  look  like  a 
white  knight,  turning  in  some  other 
crook.  Up  to  that  point,  everybody 
was  turning  him  in." 

Gerald  Lee,  the  gruff,  bearded  56- 
year-old  former  executive,  hopes  his 
tales  of  ill  health  and  his  cooperation 
with  the  prosecutor  in  testifying 
about  associates  and  $5  million  in 
General  Dynamics-Frigitemp  payoffs 
will  limit  his  jail  time.  Forbes  caught 
him  for  a  moment,  shaking  with  rage 
in  his  prison-issue  orange  jumpsuit. 
"That  son-of-a-bitch  Bernstein  is 
ruining  me,"  he  screamed.  "I  lived 
like  a  king.  I  had  a  lifestyle." 

A  few  miles  north,  in  his  office  at 
Rockefeller  Center,  Bernstein  hunts 
for  more  corruption.  What's  the  next 
revelation?  He  replies  with  a  laugh: 
"Watch  this  space."  ■ 


and  to  diwy  up  the  tasks  of  regulation 
in  new  and  different  ways.  In  the  Sen- 
ate, Banking  Committee  Chairman 
Jake  Garn  has  announced  his  determi- 
nation to  get  some  bill  to  the  floor 
before  the  summer. 

No  agency  is  unhappier  about  the 
confusion  or  more  uneasy  about  the 
forthcoming  proposals  to  end  it  than 
the  Federal  Reserve  Board.  On  Dec.  14 
the  board  demonstrated  its  displea- 
sure by  launching  a  preemptive  strike 
against  the  other  banking  regulators 
and  all  who  have  presumed  to  enter 
the  banking  business  without  the 
Fed's  consent.  The  weapon  was  a  clus- 
ter of  amendments  to  the  Fed's  regula- 
tions, in  effect  an  attempt  to  rewrite 
an  act  of  Congress  and  change  the 
legislated  definition  of  a  "bank." 

The  intended  victims  out  in  the 
blasted  marketplace  include  the 
Dreyfus  and  Fidelity  funds,  Pruden- 
tial-Bache,  Commercial  Credit  Co., 
Parker  Pen,  Shearson/ American  Ex- 
press, Household  International,  E.F. 
Hutton,  Avco,  Gulf  &  Western  and 
others  that  have  started  or  acquired 
what  the  trade  calls  "nonbank 
banks."  These  relatively  new  ven- 


Like  the  fabled  farmer  getting  his  mules 
attention,  the  Federal  Resent  has  just  hit 
the  banks  and  Congress  with  a  two-by-four. 
But  is  that  a  substitute  for  thought? 

The  Fed's 
preemptive  strike 
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nidi's  German  engineers  created  an  automobile 
d  advanced  in  design,  there's  some 
isagreement  over  exactly  what  to  call  it. 


Tie  new  5000S,  Audi's  redefinition  of  the  wagon . 


Slicing  silently  through  the  wind 
W  at  triple-digit  Autobahn  speeds 
challenging  a  winding  mountain  road, 
is  newest  Audi  hardly  fits  the  accepted 
ifinition  of  "wagon."  But  loaded  with  16 
itcases,  or  a  full-size  love  seat,  it's  pure 
agon  in  every  sense. 
So  radically  different  in  design  that  it 
ifies  conventional  labels,  the  new  Audi 
the  consummate  blend  of  advanced 
rodynamics,  high  performance,  luxury 
d  practicality 

The  World's  Most  Aerodynamic 
agon.  With  an  aerodynamic  rating  su- 


perior even  to  some  exotic  sports  cars 
(Cd:  0.35),  the  Audi  sets  new  parameters 
for  wagon  performance  as  well  as  design. 

Acceleration  is  outstanding  .  0  to  50  in 
8.4  seconds.  Even  more  remarkable,  its 
handling,  cornering  and  directional  control 
in  crosswinds  are  a  virtual  match  for 
sports  cars. 

The  Art  Of  Practical  Design.  Incorpo- 
rated within  its  stunning  lines  is  a  carpeted 
cargo  area  over  6'6"  in  length.  Additional 
space  is  concealed  beneath  the  reardeck. 


flush  with  the  deck. 

Simply  stated,  if  you  require  added 
space  but  have  rejected  the  stodgy  image 
of  conventional  wagons,  you'll  find  the 
new  Audi  5000S  wagon  optimum. 

All  new  Audis  come  with  a  24-month 
unlimited  mileage,  limited  warranty.  See  a 
Porsche  Audi  dealer  for  details  and  a  test 
drive. 

For  your  nearest  dealer,  call  toll-free 
(800)447-4700. 

PORSCHE  +AUDI     ©  1983  Porsche  Audi 


Audi:  the  art  of  engineering. 


the  tailgate  opens 


COMPUTER  POWE 

FILTER  DOW, 


Ironic,  isn't  it? 

In  the  office,  the  most  sophisticated  invention  of  the 
twentieth  century  has  been  relegated  to  doing  the  least 
sophisticated  work. 

Not  that  a  high-powered  computer  system  shouldn't 
be  able  to  type. 

But  an  office  is  more  than  an  assembly-line  of 
paperwork. 

It's  a  place  where  people  explore  problems.  Analyze 

information.  Draw  conclusions. 


In  other  words,  think. 

So  we  designed  a  system  for  the  people  who 
the  decisions  as  well  as  those  who  carry  them  out. 

The  SPERRYLINK™  Office  System. 

It  doesn't  merely  automate  isolated  operation: 
word  processing  and  electronic  mail.  Instead, it  inte 
in  one  system,  functions  that  enhance  everyone's 
abilities-  from  secretaries  to  the  Chairman  of  the  B< 

Managers  can  exchange  complex  ideas  with  | 
in  San  Francisco,  Toronto,  London,  Tokyo.  All  at  on 


WOULDN'T  HAVE  TO 
1  THE  TOR, 


d  in  conjunction  with  Sperry's  revolutionary 
R™  system,  executives  who've  never  learned  a 
"computerese"  can  now  do  things  that  formerly 
I  complex  programming, 
e  sophisticated  searches  for  hard-to-find  facts. 
:e  "what-if "  scenarios.  Breakdowns  and  compari- 
otally  different  types  of  data. 
I  result?  Now  the  people  at  the  top  can  get  their 
ght  on  the  resource  they  need  most, 
imation. 


At  Sperry,  we've  found  that  the  ability  to  listen  helps 
us  see  the  whole  problem,  not  just  the  parts. 

Which  is  why  our  office  system  helps  do  the  whole 
job  an  office  does. 

Instead  of  half. 


WE  UNDERSTAND  HOW  IMPORTANT  IT  IS  TO  LISTEN. 

To  find  out  more  about  Sperry  and  what  we  can  do  for  you,  write  Sperry  Corporation,  1290  Avenue  of  the  Americas,  New  York,  N  Y  10104.  ©  Sperry  Corporation.  1983. 


tures,  all  rather  small,  offer  consum- 
ers a  variety  of  checking,  savings, 
money  market,  IRA  and  other  trust 
accounts,  and  make  loans  only  to 
households,  charities  and  local  gov- 
ernments. They  are  supervised  by  the 
state  banking  departments,  the  Feder- 
al Deposit  Insurance  Corp.  or  the 
Comptroller  of  the  Currency — but 
not  (and  this  is  what  angered  the 
bomb  throwers)  by  the  Fed. 

It  was  in  every  way  an  astonishing 
performance.  The  Fed,  for  one  thing, 
doesn't  have  the  authority  to  rewrite 
the  definitions  contained  in  an  act  of 
Congress.  And  the  changes  have  hair- 
raising  potential  for  confusion  in  the 
banking  system.  Several  activities 
now  defined  by  the  Fed  as  commercial 
lending  in  the  new  regulations,  for 
example,  are  defined  as  not  commer- 
cial lending  in  other  regulations.  As  a 
result,  a  number  of  state-chartered 
savings  institutions  fear  they  will  fall 
into  the  great  bureaucratic  maw,  los- 
ing their  right  to  conduct  some  of 
their  most  lucrative  activities. 

The  Fed's  targets  have  thus  far  kept 
a  low  profile,  concerned  about  where 
the  terrorists  may  strike  next.  They 


of  such  companies,  make  them  obey 
the  laws  of  their  states  with  regard  to 
branch  banking  or  interstate  banking, 
and  in  general  keep  them  from  using 
their  great  weight  in  their  communi- 
ties to  trample  other  people's  vine- 
yards. Trust  companies  and  finance 
companies  had  long  done  business  of 
the  kind  Congress  expected  the  Fed 
would  prohibit  to  commercial  banks. 
To  preserve  their  exemption,  in  1970 
Congress  wrote  a  new  definition  of  a 
"bank."  Nothing  was  to  be  consid- 
ered a  bank  under  the  Holding  Com- 
pany Act  unless  it  "(1)  accepts  depos- 
its that  the  depositor  has  a  legal  right 
to  withdraw  on  demand,  and  (2)  en- 
gages in  the  business  of  making  com- 
mercial loans."  Thus  a  corporation 
could  own  and  operate  a  bank  with- 
out subjecting  itself  to  Fed  supervi- 

quotas  4:  a  place  where  some 
thiriK  useful  or  valuable  is  held 
available  as  t:  LANDING  2b  b:  a 
small  containel-Uw  holding  coins 

'  use  (a  semen  — '-; 
jone  — )  —  in  the  ban^ 
/-  adj),  Brit :  in  debt 
'bank  /  "/  vb  -ED/-ING/-S  vi  la. 
to  keep  a  bank    b:  to  carry  out  \ 
the  business  of  banking    2a:  to 
deposit  money  in  a  bank  (a  trip 
into  town  to  shop  and  — )    b:  to 
have  an  account  with  a  bank  or 
banker  (the  company  — s  at  the 
First  National)  —  vt  1:  to  deposit  /,- 
in  a  bank  ( —  your  salary)    2:  tc/ 
^"■posit  (as  blood,  plasma,  bon/. 
'""^torage  in  a  bank  (sens^/ 
Sfe.  Mood  •  ■•  •  could 


say  that  they  suffered  no  casu- 
alties in  the  explosion  and  that 
they  expect  to  continue  "business 
as  usual." 

But  that  doesn't  mean  the  Fed  is 
firing  at  ghosts  or  making  an  unprin- 
cipled power  grab.  It  is  the  Fed  that  is 
charged  with  controlling  the  nation's 
money  supply.  But  in  the  crazy  quilt 
of  American  bank  regulation,  the  Fed 
directly  supervises  only  a  relative 
handful  of  banks — those  that  are  char- 
tered by  state  governments  and  have 
chosen  to  be  members  of  the  Federal 
Reserve.  National  banks  are  auto- 
matically Fed  members  but  are  super- 
vised by  the  Comptroller,  who 
charters  them;  state-chartered  banks 
that  want  deposit  insurance  but  don't 
want  to  join  the  Fed  (about  60%  of  all 
banks)  are  supervised  by  the  FDIC. 

What  gives  the  Fed  its  regulatory 
clout  is  the  Bank  Holding  Company 
Act.  Banks  are  limited  by  their  state 
or  federal  charters  to  specified  activi- 
ties. Some  have  tried  to  get  around 
these  limits  by  reorganizing  as  corpo- 
rations that  merely  owned  a  bank. 
Congress  told  the  Fed  to  take  control 


Ufrnnrt  Trrr^rnrTrjl  ..ollapse 
of  Ihe  Western  Powers  —  ltnn-\ 
In  Snfjp  )  syn  see  RELY 
bank  j  ita  o/  BANCA 
bank  a  ble  '  bankebel,  ain-/<*r/ 
fbaiiir  +  ahtv\  :  acceptable  to  or 

sion— provided  it  stayed  away  from 
commercial  loans. 

Then  computerized  communica- 
tions made  it  possible  to  move  money 
around  without  employing  lots  of 
gnomes  to  stand  in  cages  and  wear 
green  eyeshades,  and  the  game  of  fi- 
nancial services  began  to  attract  new 
players.  The  first  indication  that  the 
exemptions  in  the  Act  might  invite 
some  big  boys  into  banking  came  in 
1980,  when  Gulf  &  Western  was 
okayed  by  the  Comptroller  of  the  Cur- 
rency as  a  legitimate  purchaser  of  a 
floundering  California  bank.  On  Gulf 
&  Western's  promise  that  the  bank 
would  sell  off  its  portfolio  of  commer- 
cial loans,  the  Fed  agreed  that  the 
conglomerate  need  not  register  as  a 
bank  holding  company. 

By  then  Congress  had  passed  the 
Depository  Institutions  Deregulation 
&  Monetary  Control  Act  of  1980, 
which  required  the  Federal  Reserve  to 
make  the  full  range  of  its  services 
available  to  all  banks,  whether  or  not 


they  were  Fed  members — and  also  to 
all  S&Ls  and  credit  unions  that  of- 
fered any  version  of  a  checking  ac- 
count. This  legislation  made  it  easy 
for  a  company  not  previously  in  the 
banking  business  to  get  a  bank  charter 
or  an  S&X  and  begin  offering  consum- 
ers services  indistinguishable  from 
those  at  established  banks,  complete 
to  insured  deposits. 

It  is  by  no  means  clear  that  the 
banks  can  fight  off  such  competition. 
Though  they  have  spent  a  lot  of  mon- 
ey on  computers,  teller  machines  and 
the  like,  banks  are  still  stuck  with  a 
top-heavy  and  inefficient  operations 
system,  based  on  the  marble  counter 
and  the  teller  window  and  the  paper 
check,  and  dependent  on  the  float 
generated  by  the  check  to  cover  the 
costs  of  executing  their  customers' 
payments.  Deposits  have  migrated 
from  the  banks  to  money  market 
funds  and  new  inventions  like  the 
Merrill  Lynch  Cash  Management  Ac- 
count, over  which  the  Fed  has  no  con- 
trol whatever.  (What  backs  the 
CMA  check  is  not  a  "deposit"  but 
shares  in  a  money  market  mutual 
fund  to  be  sold  on  demand,  or  the 
i  checkwriter's  line  of  margin 
1  credit.)  Sears  has  a  huge  S&X  in 
California  and  owns  Dean  Witter, 
i  which  offers  checking  accounts  on 
the  Merrill  Lynch  model.  Penney, 
which  already  uses  its  excess  com- 
puter capacity  to  process  credit  cards 
for  Gulf  and  Shell,  has  been  casting 
goo-goo  eyes  at  several  banks.  Nation- 
al Steel  (now  called  National  Inter- 
group)  owns  an  S&.L  that  has  become 
First  Nationwide  Savings,  with  of- 
fices in  New  York,  California  and 
Florida,  taking  deposits  and  issuing 
checkbooks. 

In  December  1982,  when  Dreyfus 
Corp.  sought  approval  for  its  acquisi- 
tion of  a  nationally  chartered  New 
Jersey  bank,  the  Fed  decided  to  fight. 
An  official,  publicized  letter  was  sent 
by  the  Fed  to  the  Federal  Deposit  In- 
surance Corp.  urging  that  FDIC  reject 
the  deal  by  withdrawing  the  bank's 
insurance.  Even  after  the  commercial 
loan  portfolio  was  sold  off,  the  Fed 
now  insisted,  the  bank  Dreyfus 
wished  to  acquire  would  really  be  in 
the  commercial  lending  business,  be- 
cause •  it  would  employ  its  surplus 
cash  by  purchasing  bank  Certificates 
of  Deposit  (CDs)  or  bankers'  accep- 
tances, or  by  "selling"  Fed  Funds  (ex- 
cess cash,  pure  and  simple,  in  the 
form  of  unnecessarily  large  overnight 
deposits  in  the  bank's  reserve  account 
at  the  Federal  Reserve  Bank  for  its 
district).  Such  things,  the  Fed  argued 
in  its  letter,  were  forms  of  commer- 
cial lending.  FDIC  Chairman  William 
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In  air  travel,  control  means  everything. 


The  Air  Travel  Card  gives 
you  everything  you  need  to  con- 
trol your  company's  air  travel 
expenses. 

It  gives  you  control  because 
it's  exclusively  for  air  travel  and 
related  expenses.  Unlike  conven- 
tional credit  cards,  it  won't  let 
Dusiness  and  pleasure  mix. 

For  still  more  control,  you 
*et  just  one  statement  per  billing 
period  that  may  even  be  custom- 
zed  to  your  specific  auditing 


format.  And  in  most  cases,  you 
pay  just  one  refundable  deposit 
with  no  annual  fee  or  monthly 
charges,  whether  you  issue  5 
cards  or  5000. 

Join  the  over  100,000  busi- 
nesses who  fly  under  control  on 
more  than  200  airlines  with  the 
Air  Travel  Card.  Return  this 
coupon  for  complete  details. 

The  Air  Travel  Card.  It 
means  control.  Which  means 
everything. 


|  Please  send  me  more  information  about  the 
Air  Travel  Card. 


Name/Title 


Company 


Business  Address 


City 


State 


Zip 


Phone 


Mail  to:  Air  Travel  Card 
325  East  Oliver  Street 
j  Baltimore,  MD  21202 


The  Air  Travel  Card 


Isaac,  with  the  Fed's  Gulf  &  Western 
letter  before  him,  brushed  aside 
Volcker's  objections  and  let  Dreyfus 
go  about  its  business. 

The  bomb  the  Fed  set  off  in  Decem- 
ber was  detonated  to  block  the  pass 
through  which  the  Comptroller  and 
the  FDIC  had  been  admitting  new  ri- 
vals for  the  banks.  The  Fed's  news 
releases,  and  the  newspaper  stories 
that  echoed  them,  spoke  softly  of  a 
"choice"  offered  to  the  corporations 
that  own  the  nonbank  banks — either 
they  could  dispose  of  the  banks,  or 
they  could  register  as  bank  holding 
companies.  In  fact,  of  course,  there  is 
no  choice:  Under  the  terms  of  the  Act, 
the  Fed  has  established  lists  of  busi- 
ness activities  "permissible"  and 
"impermissible"  to  bank  holding 
companies.  (Lawyers  who  work  in  the 
field  speak  of  the  "clean  laundry  list" 
and  the  "dirty  laundry  list.") 
The  companies  that  own  the 
nonbank  banks  are  almost  all 
engaged  primarily  in  activities 
the  Fed  forbids — securities  or 
insurance  underwriting,  re- 
tailing, manufacturing,  prop- 
erty development,  etc.  The 
new  regulations  have  been 
written,  quite  bluntly,  to  keep 
interlopers  off  the  banks'  turf. 

But  there  isn't  much  evi- 
dence that  Congress  intended 
this  result.  The  Senate  Report 
accompanying  the  1970 
Amendments  to  the  Act  says 
flatly  that  the  language  "ex- 
cludes those  institutions  not 
engaged  in  commercial  banking,  since 
the  purpose  of  the  Act  was  to  restrain 
undue  concentration  of  commercial 
banks."  And  the  burgeoning  nonbank 
banks  are  clearly  a  force  working  to 
reduce  concentration  in  banking. 
Reacting  to  the  Fed's  bomb,  Comp- 
troller of  the  Currency  C.T.  Conover 
wrote,  "If  the  ruling  is  permitted  to 
stand  .  .  .  the  real  parties  harmed  by 
the  decision  will  be  the  members  of 
the  consuming  public.  The  Fed's 
move  will  tend  to  reduce  competition 
in  the  marketplace." 

Moreover,  the  side  effects  of  the 
Fed's  actions  are  potentially  flabber- 
gasting. The  nation's  giant  banks  fund 
themselves  in  large  part  through  sell- 
ing CDs  to  and  buying  Fed  Funds  from 
their  smaller  "correspondent  banks" 
around  the  country.  For  most  of  the 
smaller  banks  that  supply  funds  to  the 
giants  in  this  way,  the  amounts  of 
money  involved  are  much  greater  than 
the  15%  maximum  of  capital  and  sur- 
plus a  bank  may  lend  under  the  rules 
to  any  individual  borrower.  If  renting 
out  short-term  money  to  other  banks 
constitutes  "the  business  of  commer- 


cial lending,"  quite  a  lot  of  the  domes- 
tic interbank  market  is  illegal. 

Another  of  the  new  definitions 
threatens  the  Latin  American  rescue 
packages,  which  have  involved  exten- 
sive use  of  bankers'  acceptances  in 
lieu  of  "loans"  to  keep  the  totals 
within  the  legal  lending  limits.  By 
redefining  acceptances  as  "loans,"  the 
Fed  risks  chaos  on  the  international 
lending  scene. 

A  Fed  staffer  rather  airily  told  the 
Board  at  its  Dec.  14  meeting  that 
there  was  no  need  to  worry  about  con- 
tradictions between  definitions 
adopted  in  different  contexts,  because 
the  Fed  has  the  power  to  define  a 
bank's  activities  as  "lending"  for 
some  purposes,  and  as  something  oth- 
er than  "lending"  for  other  purposes. 
Maybe:  The  courts  do  strange  things. 
But  it  would  be  a  tough  brief  to  argue, 


Federal 
Trying 


Reseri'e  Chairman  Paul  Volcker 
to  head  off  a  horde  of  nonbank  banks. 


and  a  weak  position  to  defend  before  a 
Congress  considering  revisions  of  the 
nation's  banking  regulatory  system. 
Some  congressmen  are  likely  to  have 
been  irritated  in  advance  by  messages 
from  state-chartered  thrifts  back 
home,  which  have  been  warned  by  the 
National  Council  of  Savings  Institu- 
tions that  "every  state-chartered  sav- 
ings bank  is  now  a  'bank'  as  defined 
by  the  Bank  Holding  Company  Act." 

Ironically,  the  new  Fed  regs  may 
not  affect  the  companies  at  which 
they  are  aimed.  A  footnote  to  one  of 
the  staff  reports  notes,  "Federal,  state 
and  local  governments  and  their  agen- 
cies are  not  regarded  as  commercial 
enterprises  by  the  Board."  Nonbank 
banks  may  therefore  park  their  spare 
funds  in  government  paper  without 
making  their  proprietors  subject  to 
the  Bank  Holding  Company  Act. 
Some  of  them  already  do  just  that.  "So 
far  as  we  can  see,"  said  the  CEO  of  one 
of  them,  "the  new  regulations  won't 
affect  us  at  all."  A  cynical  Wall  Street 
banker  suggests  that  the  real  purpose 
of  the  Fed's  action  was  to  create  a  new 
billion  dollars  or  so  of  demand  for  the 


paper  the  Treasury  has  to  sell  in  such 
quantities  to  fund  the  giant  federal 
deficit. 

And  if  it  turns  out  that  the  new 
regulations  are  an  impediment  to  the 
operation  of  a  consumer  bank  by  a 
company  not  otherwise  in  the  bank- 
ing business,  the  company  can  easily 
enough  pick  up  a  federally  insured 
S&.L.  Such  S&Ls  today  can  do  just 
about  everything  a  consumer  bank 
can  do,  and  they  remain  beyond  the 
reach  of  the  Fed  (because  they  are 
covered  by  a  different  holding  com- 
pany act,  administered  by  the  more 
permissive  Federal  Home  Loan  Bank 
Board).  On  Jan.  3,  as  though  to  illus- 
trate how  little  leverage  the  Fed  really 
has,  Merrill  Lynch  announced  the  for- 
mation of  a  state-chartered  New  Jer- 
sey bank,  which  will  not  be  subject  to 
the  Holding  Company  Act  because  it 
will  offer  only  savings  ac- 
counts. Of  course,  it  can  pro- 
cess the  broker's  Cash  Man- 
agement Accounts,  because 
these  are  not  "deposits." 
For  public  consumption,  the 

I Fed  professes  itself  concerned 
by  a  list  of  horribles- — conflicts 
of  interest  between  these  little 
banks  and  their  parent  corpo- 
rations, concentrations  of 
power,  etc.  What  really  wor- 
ries the  Fed,  however,  is  the 
danger  that  onrushing  tech- 
nology will  leave  the  old  full- 
service  banks  behind  in  the 
business   of   providing  pay- 

  ments  services  to  the  public. 

The  companies  that  have  been  apply- 
ing for  nonbank  bank  charters  don't 
want  to  compete  with  the  banks  in 
the  bow-wow,  big-ticket,  big-influ- 
ence banking  business  (which  is  what 
worried  the  Congress  when  it  wrote 
the  Holding  Company  Act)  but  in  the 
consumer-service  payments  business. 
Much  of  the  consumer  credit  appara- 
tus of  the  country  has  moved  out  of 
the  banks,  not  only  to  the  credit  card 
consortia  and  the  data  processing  spe- 
cialties but  to  companies  like  GE, 
NCR  and  the  big  retailers.  E.F.  Hutton 
(which  owns  a  bank  it  would  have  to 
sell  under  the  new  rules)  has  begun  to 
offer  a  home  banking  service  for  bill 
payment.  The  gold  MasterCard  that 
comes  with  a  Paine  Webber  asset 
management  account  will  draw  cash 
from  teller  machines  around  the 
country. 

The  board  perceives  a  danger  that, 
as  the  payments  system  moves  away 
from  traditional  banks,  the  Fed  could 
lose  control  of  the  effective  money 
supply — and  worries  that  the  other 
financial  regulators,  Congress  and 
most  bankers  don't  see  the  risks.  But 
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"he  Bankers  Trust  philosophy  at  work, 
or  Procter  and  Gamble  de  Mexico. 


'lose  teamwork  among  pro- 
•ssionals  at  Bankers  Trust 
rcently  made  a  most  remark- 
Die  transaction  possible. 

Our  client:  Procter  and 
iamble  de  Mexico,  a  stand- 
one  subsidiary  of  the  U.S. 
)mpany.  Our  challenge:  a 
lulti-million  dollar  refi- 
ancing— at  the  very  height 
f  Mexico's  financial  crisis. 

With  the  strong  support 
f  the  Mexican  government,  we  were 
Die  to  match  the  company's  need  with 
lexico's  need  to  save  foreign  exchange 
/e  helped  them  replace  costly  loans 
om  other  banks  with  a  Bankers  Trust 
)ecialty:  commercial  paper.  (We  were 


The  Bankers  Trust  team  Richard 
A  Price,  Jr .  Capital  Mkts  Group 
(seated).  Andrea  Lamp  Peabody, 
Relationship  Mgr.  Johannes  G 
Derksen,  Currency  Manage- 
ment. Alok  Singh.  World  Corpo- 
rate Department  in  Mexico  City 


the  first  money  center  bank 
to  act  as  agent  for  issuers  of 
commercial  paper.  Our  cus- 
tomers have  some  two  billion 
dollars  worth  outstanding 
for  which  we  are  sales  agent.) 

The  result:  an  innovative 
$44  million  issue  of  com- 
mercial paper,  brought  to 
market  by  Bankers  Trust. 

The  company  will  save 
millions  in  interest  costs. 
Mexico  saves  large  amounts  of  foreign 
exchange,  and  has  once  again  seen  a 
Mexican  company's  obligations  suc- 
cessfully placed  in  the  U.S.  market. 

A  skilled  Bankers  Trust  relationship 
manager  coordinated  the  efforts  of  our 


corporate  finance  experts  in  the  U.S. 
and  Mexico  and  our  commercial  paper 
specialists.  Together,  their  efforts  added 
up  to  nothing  less  than  excellence. 

The  pursuit  of  excellence  is  unend- 
ing at  Bankers  Trust.  If  it's  a  pursuit 
that's  part  of  your  philosophy,  perhaps 
your  company  should  be  working  with 
our  bank. 


iLES  aehobatic  flight  team 


BankersTrust 
Company 

An  international  banking  network  in 
more  than  35  countries. 
280  Park  Avenue,  New  York,  N.Y.  10015 

MEMBER  FDIC    BANKERS  TRUST  COMPANY 


CPT  Solutions  \ 

No  Matter  \ 


CPT  8525 

Word  Processing  System 

Solutions  that  Stand  Alone. 

CPT  8500  Series  system  prices  start  in  the  range  of  personal 
computers.  But  the  full-page,  black-on-white  CPT  screen  immedi- 
ately sets  them  apart,  and  a  few  minutes  at  the  keyboard  widen 
the  gap. 

CPT  systems  use  the  same  data  processing  software  as  personal 
computers,  but  no  personal  computer  can  match  the  speed,  ease  of 
operation,  and  power  of  CPT  word  processing. 

As  your  needs  grow,  your  economy  model  can  be  upgraded  to 
the  top-of-the-line  in  minutes.  Right  in  your  office. 


CPT  Interactive 
Display  Emulator 

Interactive  communications  with  mainframe 
Independent  CPT  Word  Processing 
Word  Processing  Preview  Window 

Solutions  that  Talk  with  Mainframes 
in  an  Important  New  Way. 

An  exclusive  CPT  software  breakthrough  enables  CPT  systems  to 
talk  with  mainframes  and  process  text.  On  the  same  screen.  At  the 
same  time.  This  is  accomplished  with  a  unique  tri-window  display. 

Using  this  system,  information  can  be  transferred  from  a  host 
computer  (top  window)  directly  into  a  word  processing  document- 
in-progress  (middle  window).  Or  vice  versa.  With  just  two 
keystrokes. 

An  optional  CPT  SNA  communications  controller  can  link  up 
to  7  CPT  systems  together  as  part  of  an  IBM  3270  network. 

Solutions  that  work  the  way  you  do.  In  17  languag 


At  CPT,  we're  committed  to  providing  advanced 
office  technology  designed  to  carry  you  into  the  future. 

In  an  industry  whose  only  constant  is  change,  CPT 
makes  change  easy.  With  each  change  flowing  smoothly 
into  the  next.  And  no  waste  of  your  original  hardware 


or  software  investment  along  the  way. 

CPT  is  the  world's  3rd  largest  manufacturer  of  word 
processing  systems,  with  worldwide  distribution  and 
service.  Now  our  capabilities  extend  to  complete  office 
automation  systems. 


Can't  Outgrow: 
ere  You  Start. 


CPT  Phoenix™  System 

Solutions  for  High-Volume 
Word,  Data,  and  Graphic 
Information  Processing. 

Everything  about  the  new  CPT  Phoenix  system  is 
geared  for  high-volume  workloads.  The  incredible 
speed  of  the  optional  laser-technology  printer  and  an 
optional  second  workstation  are  just  the  beginning . .  . 

The  "bit-mapped"  CPT  Phoenix  screen,  in  future 
combination  with  graphic  digitizers  and  scanners,  has 
far-reaching  implications  for  architectural, 
engineering,  and  in-house  publishing  applications. 


CPT  SRS45 

Shared  Resource  System 

Solutions  that  Work  Together. 

When  your  workload  demands  that  you  grow  from  one  or  two 
CPT  systems  to  multiple  workstations,  CPT  can  save  the  cost  of 
duplicating  software,  information  files,  and  hardware  such 
as  printers. 

The  CPT  SRS45  Shared  Resource  System  links  up  to  8  CPT 
workstations  together,  and,  for  larger  offices,  the  CPT  Office 
Dialog™  system  enables  many  CPT  systems  to  work  together  as 
a  state-of-the-art  automated  office. 


more  than  65  countries. 

More  than  ever,  CPT  has  solutions  you  can't 
outgrow.  Whether  you're  a  small  company  aiming  for 
the  Fortune  1000.  Or  a  Fortune  1000  company  aiming 
for  the  500. 


Call  or  write  for  our  FREE  28-page  booklet,  How  to 
Automate  Your  Office  -  One  Step  at  a  Time™  Mail  to 
CPT  Information  Service,  P.O.  Box  3900,  Peoria,  Illinois 
61614.  Or  call  800-447-4700. 


Name 
Title  _ 


Company 
Address  _ 


Phone  

FS-42  = 
Office  automation  you  can 't  outgrow  I 

Specifications  are  subject  to  change  at  the  discretion  of  CPT  Corporation 


there  may  be  a  real  fault  line  here, 
waiting  to  quake. 

Nobody  knows  what  authority  a 
central  bank  will  need  to  perform  its 
functions  of  maintaining  the  value  of 
the  currency  and  stabilizing  financial 
markets  in  the  new  era  of  cheap  infor- 
mation processing.  The  Bush  com- 
mittee has  pretty  much  decided  to 
propose  a  bill  that  would  take  away 
the  Fed's  jurisdiction  over  all  but  the 
very  largest  bank  holding  companies. 
Like  the  veterinarian  who  hit  the 
mule  between  the  ears  with  a  two-by- 
four  before  giving  the  beast  his  medi- 
cine, the  Fed  may  simply  be  trying  to 


Nobody's  fool 

They  don't  come  much  shrewder  than 
O.  Wayne  Rollins,  71 -year-old 
founder  of  Atlanta's  Rollins  Inc.  His 
$444  million-a-year  Big  Board  com- 
pany is  into  pest  control,  broadcasting 
and  oilfield  services.  Market  capital- 
ization is  nearly  $500  million,  but 
lately  Rollins  has  been  working  to 
improve  his  standing  on  Wall  Street. 

In  recent  months  the  firm's  share 
price  has  dawdled  in  the  mid-teens — 
below  the  1981  high  of  $22.50.  Why? 
Revenues  for  the  current  fiscal  year 
are  off  slightly,  but  profits  slumped 
90%,  largely  because  of  trouble  in  oil 
services. 

Still,  Rollins'  media  division — 
three  TV  and  six  radio  stations,  cable 
systems  and  outdoor  advertising — has 
annual  cash  flow  of  $30  million.  Or- 
kin  Exterminating,  meanwhile,  net- 
ted around  $15  million  last  year  on 
sales  of  $215  million.  If  outsiders 
don't  see  value  there,  Rollins  does: 
Since  1981  the  firm  has  bought  in 
close  to  3  million  shares,  reducing  its 
float  to  24.3  million  and  increasing 
the  family's  stake  to  almost  43%. 

Last  month  the  other  shoe  dropped. 
Rollins  intends  to  spin  off  its  broad- 
cast and  oil  service  operations.  Share- 
holders will  receive  six-tenths  of  a 
share  in  each  of  the  new  companies 
for  every  old  Rollins  share.  Plenty  ca- 
gey, says  Mario  Gabelli  of  New  York's 
Gabelli  &  Co.  For  one  thing,  a  spinoff 
helps  avoid  capital  gains  taxes,  which 
would  hit  the  Rollins  family  hard  if 
either  division  were  sold  and  the  pro- 
ceeds distributed  through  a  special 
dividend. 

At  an  age  when  estate  planning 
looms  large,  you  can't  blame  Rollins 
for  setting  things  up  so  his  heirs — 
among  them  two  sons  in  the  busi- 
ness— can  get  maximum  benefits.  Of 
course,  the  SEC  may  worry  that  the 
company  was  buying  in  stock,  raising 


get  the  attention  of  Congress. 

Volcker,  conscious  that  Congress 
had  already  rebuffed  a  request  to 
make  the  changes  in  law  the  Fed  now 
seeks  to  make  by  regulation,  was 
clearly  uncomfortable  with  his 
board's  action.  In  the  discussion  he 
stressed  that  the  new  reg  will  not  take 
effect  until  July:  "In  six  months,  any- 
way, [Congress]  will  have  the  oppor- 
tunity to  voice  their  will  on  this." 
Blowing  up  the  nonbank  banks, 
Volcker  argued,  would  leave  Congress 
free  to  do  as  it  wished;  unless  the  Fed 
struck  first,  the  insurance  companies 
and  brokers  would  handcuff  Congress 


Streetwalker 


the  family's  stake,  in  anticipation  of 
spinoffs.  But  even  if  regulators  don't 
approve  the  move,  Gabelli  thinks  Rol- 
lins is  still  a  buy. 

His  current  value  estimate:  $27  a 
share,  vs.  a  market  price  of  under  $20. 
Gabelli  gets  the  number  by  appraising 
media  holdings  at  $350  million,  pest 
control  at  $250  million  and  oil  ser- 
vices at  $50  million.  He  also  thinks 
that  these  assets  will  be  worth  $33  a 
share  in  18  months.  "If  the  spinoffs 
don't  fly  and  the  stock  drops,"  says 
Gabelli,  "look  for  the  company  to  buy 
in  more  shares.  Either  way,  you  can't 
lose." — Thomas  Jaffe 

Cheap  is  beautiful 

While  everyone  wonders  how  Allen  & 
Co.,  Inc.  will  help  Rupert  Murdoch 
capture  Warner  Communications,  it's 
business  as  usual  at  this  maverick 
Wall  Street  firm.  The  Aliens  just 
made  another  of  their  classic  bargain- 
basement  investments. 

The  prize  is  The  Union  Corp.,  an 
undistinguished  grab  bag  based  in 
Pennsylvania  that  reclaims  metals 
and  makes  everything  from  mobile 
shelters  to  railcar  suspensions.  Since 
mid- 1982,  management  has  sold  off  a 
Caribbean  airline,  an  optical  products 
division  and  more,  but  annual  rev- 
enues are  still  $150  million.  During 
the  last  two  years  the  firm  has  lost 
over  $9  million. 

Last  month,  however,  the  Aliens 
and  their  associates  bought  500,000 
newly  issued  shares  at  $4.50  each, 
along  with  a  four-year  option  to  pur- 
chase 500,000  more  at  an  initial  price 
of  $5.75.  That  gives  Union  Chairman 
Robert  Sabel  working  capital.  It  also 
gives  the  Aliens  up  to  14%  of  total 
equity. 

Why  bother?  Just  this:  With  all 
those  divestitures,  Union  now  has 
$3.85  per  share  in  cash,  while  book 
value  is  $6.50.  The  company's  stock 


by  creating  hordes  of  nonbank  banks 
that  could  not  be  wiped  off  the  map. 

But  Congress  is  not  often  moved  to 
action  by  threats  that  if  it  does  noth- 
ing someone  else  will  maintain  the 
status  quo.  And  the  history  of  the  last 
quarter-century  demonstrates  that 
when  the  banking  regulators  stand 
pat,  the  market  finds  a  way  to  do  its 
financial  business  more  efficiently 
through  other  channels.  The  Fed  has 
to  think  through  the  question  of  the 
powers  it  needs  to  be  an  effective  cen- 
tral bank  in  the  electronic  age,  and  get 
them  from  Congress.  Bomb-throwing 
is  not  a  substitute  for  thinking.  ■ 


currently  trades  for  about  $6,  a  price 
that  clearly  reflects  the  poor  earnings. 

But  consider  the  potential.  If  Union 
continues  to  streamline  and  makes 
quality  acquisitions  with  the  help  of 
the  Aliens — as  management  in- 
tends— it  could  become  a  healthy 
growth  company.  An  aerospace  fas- 
teners division  already  offers  a  touch 
of  glamour. 

This  much  is  certain.  The  Aliens 
see  value  here.  And  when  it  comes  to 
discovering  cheap  stocks,  theirs  is  not 
a  bad  act  to  follow. — T.J. 

Off  target 

Shares  in  TransTechnology  Corp. 
have  dropped  sharply  since  mid- 
1983— off  30%  to  about  $18.  The  Cal- 
ifornia defense  contractor  (annual  rev- 
enues: $110  million)  manufactures 
everything  from  aircraft  system 
hoists  to  flares  that  divert  heat-seek- 
ing missiles,  but  pessimists  are  shoot- 
ing its  stock  down.  Earnings,  expected 
to  be  about  $1.85  for  the  fiscal  year 
ending  in  March,  will  increase  only 
14%.  That  is  half  TransTech's  five- 
year  growth  rate. 

Philip  Goldsmith  of  New  York's 
Goldsmith  &  Harris  sees  things  dif- 
ferently. He  points  out  that  convert- 
ing debentures  and  issuing  new  equi- 
ty to  complete  an  acquisition  have 
nearly  doubled  the  number  of  Trans- 
Tech  shares  over  the  past  12  months. 
Goldsmith  expects  the  company  to 
digest  this  dilution  by  midyear,  after 
which  profit  gains  should  return  to 
that  historic  30%  level. 

As  a  result,  he  projects  per-share 
earnings  of  over  $2.25  in  fiscal  1985. 
On  that  basis,  TransTech  sells  for  just 
7Vi  times  next  year's  profits — about 
half  the  current  multiple  of  other 
aerospace  components  manufactur- 
ers. "I  think  the  stock  will  get  into  the 
mid-20s  by  the  summer,"  says  Gold- 
smith. "It's  definitely  a  buy." — T.J. 
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On  January  31, 1958,  the  future  began.  On  a  Florida  So  if  your  business  is  affected  by  technology 

beach  called  Cape  Canaveral.  With  the  launching  and  planning  for  the  future  (and  these  days,  which 

of  Explorer  I — and  a  technological  revolution  so  business  isn't?),  Florida's  a  great  place  to  see  it  grow, 
sweeping,  your  company  will  feel  it  for  years  to  come.  Write  Steve  Mayberry,  Director,  Division  of 

The  scientists,  technicians,  and  managers  Economic  Development,  Florida  Department  of 

who  created  that  revolution  are  still  at  work  in  Commerce,  Suite  FB-19,  The  Collins  Building, 

Florida.  Assembling  more  professionals  like  them-  Tallahassee,  Florida  32301.  Or  call  (904)  488-5507 
selves  into  an  advanced  technological  base.  Accel-  And  don't  delay.  Because  the  future  belongs 

erating  Florida's  growth  at  a  pace  few  other  states  to  those  who  prepare  for  it. 
can  match.  And,  according  to  a  noted  economist, 
making  Florida  one  of  three  emerging  megastates 
which  will  shape  America's  future. 


FLORIDA 


CREATING  MONEY  FOR  BUSINESS  (READING  TIME:  6  MINUTES) 


How  a  few  ne  z 
the  competitive  edge  i 


s 


OME  LENDERS  appear  to  be  uncomfortable  dealing  with  companies  who  are  noi 
in  the  Fortune  "500." 

The  Fortune  companies  are  among  the  most  important  clients  of  Genera 
Electric  Credit  Corporation.  But  our  door  is  also  open  to  firms  in  the  $100-50(1 
million  range. 

Here  are  examples  of  how  we  tailor-make  each  financial  package  we  create 
regardless  of  the  size,  nature,  and  name  of  the  business. 


The  "audio"  twist  from  GECC 
that  helped  McAllister  ride 
out  the  recession  storm 

Looking  around  New  York  harbor,  sooj 
after  arriving  in  1864  from  Irelanc 
James  McAllister  had  an  idea  thaj 
there  was  money  to  make  unloadin 
clipper  ships  and  transporting  thei 
wares  to  piers  along  the  city's  rivers. 
He  started  with  one  sloop 
Today,  you  can  spot  McAllistei 
tugs  moving  supertankers,  con 
tainerships,  and  barges  ii 
ports  around  the  world. 

GECC's  relatiorj 
ship  with  McAlliste 
Towing  &  Trans 


i 


THE  LITTLE  TUG  THAT  COULD.  Despite  diffi- 
cult times  in  the  shipping  business,  McAllister 
has  continued  to  guide  ships  in  ports  around 
the  world,  thanks  to  a  close  financial— and 
personal— relationship  with  GECC. 


1 

MB 

H 

vists  can  give  you 

le  new  economic  upturn 


ortation  began  over  a  decade  ago 
hen  we  arranged  the  first  of  what  have 
ecome  periodic  financial  packages  for 
le  company.  To  date,  total  transac- 
ons  have  exceeded  $20  million. 

While  money  is  obviously 
IcAllister's  priority,  it  is  interesting  to 
ote  the  other  reason  they  feel  com- 
>rtable  doing  business  with  GECC. 
awrence  Chan,  the  company's  Senior 
P  of  finance  sums  it  up: 

"GECC  is  one  of  the  most  sophisti- 
cated financial  resources,  yet  it  has 
never  forgotten  the  personal  ap- 
proach in  client  relations. 

"When  you  talk  to  senior  people  at 
GECC— and  you  can— they  are  so 
darn  knowledgeable  about  our 
business  they  could  almost  qualify 
as  ship  owners!" 

he  GECC  twist:  Many  companies  may 
nd  you  money,  but  we  also  know  how 
>  lend  an  ear. 

The  "intangible"  twist 
from  GECC  that  helped 
Southwest  Gas  heat  up 

juthwest  Gas  Corporation  urgently 
?eded  to  increase  winter  availability 
f  natural  gas  to  meet  customer 
imands  in  Reno,  Carson  City,  and 
ake  Tahoe. 

The  most  cost-effective  solution 
as  to  construct  a  liquid  natural  gas 
,NG)  storage  facility  because  it  would 
lable  Southwest  to  make  year  round 
>e  of  incoming  pipelines. 

The  utility  had  decided  that  leasing 
ould  provide  the  best  means  of  post-con- 
ruction  financing.  Moreover,  they 
toped"  to  structure  the  financing  as  a 
veraged  lease. 

The  problem  was  that  the  cost  of 
nancing  from  the  traditional  bank 
purees  were  at  an  all-time  high— until 
ECC  came  to  the  rescue  with  a  $57 
illion  financial  package  and  an  idea 
lat  was  perhaps  equally  valuable. 


1931  1979  2000 


EXPANDING  GAS  COMPANY.  An  infu- 
sion of  cash  from  GECC  has  insured  that 
the  utility  will  continue  to  meet  customer 
demand  for  decades  to  come. 

The  GECC  twist:  The  option  of  time. 
After  our  leasing  experts  gave  South- 
west's  project  design,  supply  contracts, 
the  reserves  of  its  suppliers,  and  the 
regulatory  environment  high  marks, 
we  created  a  single  investor  lease  for 
the  utility  which  allowed  them  to  repay 
their  construction  lenders. 

GECC  then  gave  Southwest  the 
option  of  converting  to  a  leveraged  lease 
which  gave  them  time  to  bring  together 
the  capital  to  fund  it. 

Moral:  Sometimes  the  most  tangible 
asset  a  financial  services  company  can 
provide  is  a  very  intangible  idea. 

The  "guaranteed"  twist 
from  GECC  that  helped  Pacific 
Scene  thumb  its  nose  at 
high  interest  rates 

When  Pacific  Scene,  the  largest  single 
family  home  builder  and  developer  in 
San  Diego,  came  to  GECC,  they  were 
seeking  a  comprehensive  $20  million 
mortgage  commitment  for  over  1000 
units  on  six  sites  in  three  states. 

In  the  uncertain  construction  year 
of  1982,  that  was  a  substantial  request, 
even  with  their  long  time  record  of 
building  over  500  homes  annually. 

Undismayed,  GECC's  real  estate 
experts  evaluated  the  company,  begin- 


ning with  on-site  inspections  at  each  of 
the  proposed  locations. 

We  found  Pacific  Scene  homes  were 
priced  to  the  means  of  the  expanding  sun- 
belt market.  And  we  found  the  firm  to  be 
savvy  marketers  which,  next  to  solid  con- 
struction methods,  is  the  most  important 
factor  for  success  in  the  building  business. 

And  so  we  made  an  unusual  finan- 
cial commitment  to  them. 

The  GECC  twist:  Using  our  "Builder 
Forward"  program,  GECC  guaranteed 
that  the  interest  rate  charged  to  Pacific 
Scene  would  not  exceed  the  FHA/VA 
index  as  of  November  4,  1982.  We  also 
capped  the  number  of  discount  points. 
More  importantly,  if  the  mortgage 
index  declined,  under  "Builder 
Forward"  the  rate  would  be 
adjusted  accordingly.  The  lowest 
rate  of  that  year  would  remain  in 
effect  throughout  the  remainder  of 
the  commitment. 
Post  Script:  Construction  is  less  uncer- 
tain now,  but  GECC's  "Builder  For- 
ward" program  is  no  less  viable. 

To  find  out  how  we  do  it,  mail  the  cou- 
pon. Or  call  800-243-2222.  In  Connect- 
icut, call  800-  942-2222.  Thank  you. 


Marketing  Programs  Operation 
General  Electric  Credit  Corp. 
260  Long  Ridge  Road 
Stamford,  Connecticut  06902 

Please  send  me  your  information  kit 
describing  25  additional  financial  packages 
and  "Guide  Through  the  Leasing  Maze." 
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Creating  Money  for  Business 


Canandaigua  Wine's  chateau  is  reminis- 
cent more  of  Bayonne,  N.J.  than  Bour- 
gogne,  France.  But  its  income  statement 
has  a  marvelous  bouquet. 

New  wine  in 
new  bottles 


By  William  Baldwin 


Eighty-three  was  a  truly  out- 
standing vintage  for  Canandai- 
gua Wine  Co.  and  its  43-acre 
chateau  nestled  in  New  York  State's 
picturesque  Finger  Lakes  district.  For- 
get the  sun  and  the  rain.  Prices  were 
soft  for  high-fructose  corn  syrup  and 
for  the  diesel  oil  burned  in  the  com- 
pany's fleet  of  tank  trucks.  The  high- 
speed bottling  line  helped  boost  man- 
ufacturing productivity  19%.  The 
prime  rate  was  off.  As  for  grapes, 
Canandaigua  buys  120,000  tons  a 
year,  and  they  were  in  oversupply. 

Uncork  this:  For  the  year  ended  last 
Aug.  31  the  return  on  equity  was 
25%,  with  earnings  up  127%,  to  $7 
million,  or  $3.70  a  share.  Sales  were 
up  12%,  to  $78  million,  on  17.4  mil- 
lion gallons.  The  stock  has  quintu- 
pled over  the  past  two  years,  to  32 'A. 

What  else  besides  low  costs  goes 
into  the  successful  case  of  wine?  Vint- 
ner Marvin  Sands,  who  has  been  run- 
ning Canandaigua  Wine  from  Canan- 
daigua, N.Y.  for  39  of  his  60  years, 
thinks  a  moment.  "Table  tents,"  he 
says,  meaning  the  cardboard  advertis- 
ing fold-ups  for  restaurant  tables. 
Then  there  were  those  cheerleaders  in 
little  red  shorts,  bouncing  for  Canan- 
daigua on  televised  Sunday  football. 
One  of  Sands'  proud  accomplish- 
ments: "We  were  the  initiators  of  cou- 
pons in  the  wine  industry." 

A  grand  cru  it  may  not  be,  but 
Canandaigua  did  win  a  bronze  award 
in  international  competition  for  its 
Triple  Peach.  Canandaigua  is  the  fam- 
ily firm  that  created  Wild  Irish  Rose, 
that  impetuous  flaming-red  blend 
that  sells  6  million  cases  a  year.  How? 
Says  Richard  Sands, '32,  who  got  a 
Ph.D.  in  psychology  and  then  signed 
on  as  an  executive  in  his  father's  firm: 
"You  combine  the  fruitiness  and  the 


foxiness  of  New  York  State  wines 
with  the  mellowness  of  California 
wines."  More  important,  you  get  a 
drink  costing  about  $1  a  bottle  to 
manufacture  and  retailing  for  $2.25, 
packing  the  alcoholic  content  of  eight 
beers  at  half  the  price. 

If  this  doesn't  fit  the  popular  image 
of  oak  barrels  and  espaliered  vines,  so 
much  the  better.  California's  Napa 
Valley  is  thick  with  investors  looking 


Canandaigua  President  Martin  Sands 
Please  pass  the  fructose. 

for  a  tax  shelter  and  romantics  toiling 
on  their  $12-a-bottle  Chardonnays. ' 
The  result:  a  grape  glut  that  allows 
Canandaigua  to  buy  for  an  average  of 
$  1 50  a  ton,  off  $50  from  two  years  ago. 
Says  Marvin  Sands  of  the  California 
dreamers:  "A  lot  of  them  make  nice 
wine,  but  they  don't  make  money." 

Sands  discovered  the  money  end  of 
wineries  when  he  was  young.  In  1945 
his  father,  a  bottle-salesman-turned- 
wine-bottler,  helped  him  buy  Canan- 
daigua Wine  Co.  with  a  $10,000  down 
payment.  Then  21  and  fresh  out  of  the 
Navy,  Sands  was  scarcely  prepared  for 
what  was  about  to  happen.  Canandai- 


gua was  a  manufacturer  of  bulk  Con- 
cord wine,  selling  to  bottlers  that  had 
their  own  labels.  It  looked  like  a 
steady  business,  but  wartime  ration- 
ing had  distorted  retailers'  buying  pat- 
terns. Distributors  had  forced  retail- 
ers to  take  wines  in  order  to  get  the 
hard  liquor  they  wanted.  Over  the 
next  two  years  the  wine  business  col- 
lapsed and  Canandaigua's  heavily  lev- 
eraged $250,000  inventory  all  but 
evaporated  in  value. 

It  took  Sands  eight  years  to  climb 
out  of  debt.. Since  then  his  timing  has 
improved  immeasurably.  In  1973,  at 
the  top  of  a  bull  market,  he  took 
Canandaigua  public,  selling  a  fourth 
of  the  company  for  $10  million,  or  $20 
a  share.  The  stock  sank  to  2%  two 
years  later.  Sands  and  his  three  chil- 
dren sold  into  the  current  rally,  net- 
ting $9.6  million  and  bringing  family 
ownership  down  to  62%. 

Sands,  to  be  sure,  has  learned  a  lot 
since  his  early  days  of  insolvency. 
One  lesson  is  that  a  producer  with  its 
own  brands  is  better  insulated  from 
price  fluctuations.  He  also  learned 
that  he  is  better  off  not  to  own  vine- 
yards and  has  only  one,  in  South  Caro- 
lina, picked  up  in  an  acquisition.  In- 
deed, much  of  the  acreage  around  the 
home  winery  in  Canandaigua  is  given 
over  to  a  waste  treatment  installation 
and  a  tank  farm. 

Over  the  years  Sands  bought  11 
wineries  and/or  brands.  A  1974  Cali- 
fornia acquisition  came  with  4.5  mil- 
lion gallons  of  tank  capacity,  since 
almost  doubled,  and  some  useful 
blending  flexibility.  Those  mellow 
Californians,  it  turns  out,  have  a  law, 
as  in  France,  that  forbids  adding  sugar 
to  low-sugar  grapes  (although  Califor- 
nia permits  additives  such  as  ferro- 
cyanide  and  urea,  which  Canandaigua 
doesn't  use).  No  problem:  Canandai- 
gua can  ship  its  output  eastward  for 
blending  with  New  York  wines  that 
have  had  their  fructose  booster. 

Sands  is  still  busy  creating  brand 
names.  Among  them  are  Rhinelieben, 
a  white  wine  with  a  German-looking 
label,  and  J.  Roget,  a  champagne 
whose  name  is  pronounced  as  if  it 
were  French.  Discriminating  drinkers 
may  note  that  Canandaigua  cham- 
pagne no  longer  bears  the  label  "fer- 
mented in  the  bottle."  Sands  aban- 
doned that  method  for  cheaper  bulk 
fermentation  so  he  could  meet  com- 
petition at  the  low  end  of  the  market. 
In  place  he  puts  the  words  "nonpa- 
reil" and  "original  cuvee." 

What  do  they  mean?  Well,  nothing, 
exactly,  confesses  Richard  Sands.  But 
who  is  complaining?  J.  Roget  could  do 
100,000  cases  this  year  in  its  new  al- 
mond flavor  alone.  ■ 
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personal  luxury  with 
pontiac  Flair 


GRAND  PRIX 


lis  is  one  luxury  car  that  doesn't  compromise  on  performance. 

Sure,  Grand  Prix's  tull  coil  suspension  has  been  calibrated 
ir  smooth,  comfortable  ride.  The  body-contoured  seats  are 
wered  with  a  rich  textured  cloth  thaf  s  gentle  to  the  touch.  And 
lually  every  feature  you'd  ever  want  in  a  luxury  car  is  available. 

Yet,  Grand  Prix  is  still  a  Pontiac.  And  that  means  driving 
(citement.  With  quick-ratio  power  steering.  Fade-resistant 


power  brakes.  A  front  stabilizer  bar  that  heips  keep  it  square  to 
the  road  in  tight  turns.  And  a  responsive  3.8  liter  V-6  engine. 
(For  an  even  greater  "kick,"  order  the  5.0  liter,  4-barrel  V-8  engine 
and  Y99  Rally  Suspension.) 

Pontiac  Grand  Prix.  It  doesn't  compromise  on  luxury  or 
performance.  So  why  should  you?  |"~"~ 

Some  Pontiacs  are  equipped  with  engines  produced  by  other  GM  divisions,  subsidiaries 
or  affiliated  companies  worldwide  See  your  Pontiac  dealer  for  details 


PONTIAC^  WE  BUILD  EXCITEMENT 


Workslate™  is  the  first  tool  designed  to  help  business 
Deople  do  the  things  they  really  do  every  day— like  make 
iecisions  and  keep  track. 

The  power  of  Workslate  is  its  ability  to  analyze 
nformation  quickly  and  easily  It  lets  you,  do  worksheets 
md  keep  track  of  budget  projections,  tax  plans,  expense 
eports,  stock  portfolios  and  much  more,  wherever  you  may 
)e— in  the  office,  at  home,  or  thousands  of  miles  from  both. 

Although  Workslate  has  all  the  power  of  many 
3ersonal  computers,  it  is  much  more  than  a  computer. 
\nd  also— note  its  size— much  less. 

With  a  Workslate,  you  have  a  microcassette  recorder, 
:alculator,  speaker  phone,  auto -dialer,  and  electronic 
3hone  list,  calendar  and  notepad.  As  well  as  a  computer 
erminal  to  access  information  services  and  other  computers. 

For  the  subtle  art  of  making  decisions,  Workslate 
s  the  one  tool  you  need. 

In  fact,  the  decision  to  buy  a  Workslate  may  well  be 
he  last  one  you  make  without  it.  ^^^^J^gJ^jJ^ 

Ifs  all  you  need. 


WORKSLATE  FROM  CONVERGENT  TECHNOLOGIES  IS  AVAILABLE  AT  COMPUTERLAND  AND  BUSINESSLAND.  FOR  MORE  INFORMATION  OR  THE  NAME 
F  THE  DEALER  NEAREST  YOU,  CALL  800-538-8157,  EXT.  951.  IN  CALIFORNIA,  800-672-3470,  EXT.  951.  ACTUAL  SIZE  8!/2  x  11  x  1."  WEIGHT  3  LBS. 
•  ©1984  CONVERGENT  TECHNOLOGIES  WORKSLATE  IS  A  TRADEMARK  OF  CONVERGENT  TECHNOLOGIES,  INC. 


Municipal  Assistance  Corp.  Chairman  Felix  G.  Rohatyn  atop  Lazard  Freres'  New  York  headquarters 
Does  the  V.S.  industrial  economy  need  the  medicine  that  cured  New  York? 


'Do  we  give  something  away  without  get- 
ting anything  in  return,  or  do  we  try  to  use 
it  as  the  way  to  become  more  competitive?" 
asks  Felix  Rohatyn.  "For  10%  to  20%  of  the 
economy,  you  could  do  useful  things. " 

A  case  for 
reindustrialization 

An  interview  with  Felix  G.  Rohatyn 


By  James  Cook 


partner  in  New 
prestigious  Lazard 


AS  A  SENIOR 
York's 
b  Freres  &  Co.  investment  bank 
ing  firm,  Felix  G.  Rohatyn  might  be 
expected  to  have  the  businessman's 
usual  suspicion  of  government  inter- 
vention in  business.  Rohatyn,  having 
been  present  at  the  creation  of  New 
York's  Municipal  Assistance  Corp. 
and  now  in  his  eighth  year  as  its  chair- 
man, has  a  rather  different  perspec- 
tive. Having  seen  what  the  dictates  of 
financial  necessity  could  do  in  recon- 
ciling the  divergent  interests  of  poli- 


tics, business  and  labor,  Rohatyn 
(rhymes  with  throw-it-in)  became 
convinced  that  a  MAC-type  agency, 
modeled  along  the  lines  of  the  Recon- 
struction Finance  Corp.,  could  pro- 
vide a  sort  of  all-purpose  solution  to 
many  of  our  domestic  problems:  ener- 
gy, dying  industries,  international 
competition,  you  name  it.  He  has  sub- 
sequently modified  his  views  in  im- 
portant particulars. 

Some  skeptics,  otherwise  inclined 
to  dismiss  out  of  hand  any  notion  of  a 
governmental  "industrial  policy," 
think  that  Rohatyn's  continuing  ad- 
vocacy may  be  the  only  good  reason  to 


think  twice.  Forbes  spoke  with  him 
at  length  recently.  Highlights  of  that 
conversation  follow. 
Rohatyn.  No  reindustrialization  or  in- 
dustrial policy  or  anything  like  that  is 
going  to  have  any  impact  unless  it 
functions  within  the  framework  of  a 
budget  that  is  relatively  under  con- 
trol, interest  rates  that  are  significant- 
ly lower  than  they  are  today,  an  inter- 
national monetary  system  that's 
more  stable  and  a  dollar  that's  lower. 
That  is  the  starting  point.  Without 
that  it  is  not  going  to  work. 

That's  quite  a  start. 
Rohatyn:  It  is.  But  a  lot  of  people  think 
that  solving  those  problems  would 
solve  all  of  our  other  problems.  I 
don't.  The  slowing  of  our  competi- 
tiveness and  the  lowering  of  our  pro- 
ductivity over  the  last  20  years  took 
place  when  the  dollar  was  up,  when 
the  dollar  was  down,  when  interest 
rates  were  high  and  when  interest 
rates  were  low.  And  they  took  place 
over  three  or  four  business  cycles.  So 
that  I  don't  believe  that  it  is  purely 
and  simply  the  dollar  or  the  deficit  or 
interest  rates  that  are  responsible. 

Well,  assuming  we  did  solve  the  contex- 
tual problems,  how  might  we  reverse  these 
long-term  trends? 

Rohatyn:  We  need  a  different  relation- 
ship between  business  and  labor,  for 
one.  Not  just  cosmetic  changes,  but 
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changes  in  the  way  both  unionized 
and  nonunionized  labor  are  compen- 
sated, depending  much  more  on  cer- 
tain types  of  profit  sharing  than  these 
automatic  COLAs  and  stuff,  which 
are  currently  the  practice.  This  past 
year  we  have  negotiated  two  rather 
interesting  transactions.  One  was  the 
buyout  of  Weirton  Steel  by  the  em- 
ployees. The  other  was  the  negotia- 
tion completed  between  Eastern  Air 
Lines  and  the  union.  Both  reflect  a 
process  that,  in  effect,  turns  giveups 
and  salaries  and  COLAs  into  profit 
sharing  or  participation  and  creates  a 
different  relationship  between  man- 
agement and  labor. 

You  favor  the  creation  of  some  MITI- 
like  government  structure,  is  that  it? 
Rohatyn:  No.  1  don't  think  that's  cul 
turally  possible  here.  What  I  think 
could  be  done  is  to  have  a  tripartite 
board  that  would  include  business 
and  labor  representatives  and  certain 
government  officials  principally  in 
volved  with  trade,  commerce  and 
business  The  board  would  take  up 
major  issues  of  economic  policy  and 
coordinate  existing  policies  scattered 
all  through  our  economy  that  are  not 
necessarily  producing  the  result  they 
are  supposed  to  produce. 

Take  the  airlines  industry,  where 
you  have  two  groups  of  companies — 
one  that  grew  up  in  a  regulated  envi- 
ronment and  one  that  is  growing  up  in 
a  totally  unregulated  environment. 
Now,  you  can  let  all  the  ones  chat 
were  regulated  go  broke  or  you  can  try 
a  process  of  adjustment  to  the  unregu 
lated  environment  and  bieak  a  few 
eggs,  but  not  as  many  as  you  would 
otherwise.  It  seems  to  me  that  having 
a  tripartite  board  to  look  at  problems 
as  they  are  coming  up  in  these  indus- 
tries would  enable  ue  to  get  at  them 
earlier  and  develop  a  longer  ferni  ap 
proach  than  we  have  currently 

Your  board,  in  short,  would  do  what 
the  CAB  could  have  done  in  deregulating 
the  airlines  if  anybody  had  wanted  to 
Overall  1  don  i  see  how  such  a  board  can 
represent  much  of  anything,  especially 
since  most  of  labor  these  days  is  unorga- 
nized and  much,  if  not  most,  of  business 
is  pretty  small,  too  small  to  be  represented 
by  either  big  business  or  big  labor 
Rohatyn.  1  don't  foresee  chat  chis  boaid 
would  have  any  binding  authority 
over  anybody  Bui  if  it  had  che  propei 
standing,  status  the  propei  access  to 
the  President,  the  propei  ability  tc 
recommend  to  the  Congress,  such  a 
board  could  certainly  create  in  certain 
major  areas  the  coordinated  long-term 
policies  that  would  affect  both  union 
ized  and  nonunion  laboi  Now,  that 
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isn't  going  to  turn  the  whole  country 
around.  But  to  the  extent  of  10%  or 
20%  of  the  economy,  you  could  do 
some  very  useful  things. 

That  does  put  the  problem  and  your 
solution  in  more  limited  perspective, 
doesn 't  it? 

Rohatyn:  What  I  am  suggesting  is  that 
when  we  set  policies  aimed  at  particu- 
lar industrial  results,  there  be  mecha- 
nisms to  assure  that  those  results  are 
accomplished.  Take  the  steel  indus- 
try. Congress  legislated  trigger  pric- 
ing, accelerated  cost  recovery, 
stretched  out  pollution  standards,  to 
encourage  the  industry  to  reinvest, 
modernize  itself  and  be  more  com- 
petitive. What  happened?  The  biggest 
steel  firm  in  this  country  spends  $6 
billion  buying  an  oil  company. 


You  didn  't  need  a  tripartite  board  to 


If  you  were  functioning  in 
completely  free  markets, 
you  could  say,  the  hell 
with  it,  let's  just  let 
everything  take  its  course. 
But  we  can't.  We  may  suffer 
permanent  structural 
damage  to  the  economy. 

prevent  that  You  could  have  written  that 
into  the  legislation.  It  sounds  as  if  you 
warn  your  board  n>  substitute  it.\  /udg 
merit  for  that  oj  U.S.  Steel's — in  this  in- 
stance, that  the  long-term  investment 
prospects  of  the  oil  industry  are  superior 
to  those  of  the  steel  industry. 
Rohatyn :  Well,  1  don't  question  that 
judgment,  but  the  intent  of  the  pro- 
tective legislation  was  to  encourage 
something  deemed  to  be  in  the  na 
tionai  interest  a  certain  capacity  to 
ftuild  steel  iri  chis  country  capacity 
thai  would  be  competitive  and  lech 
nologically  state-of  the  an.  That's 
why  chose  trigger  prices,  che  relax- 
ation of  the  enviionmental  scanddids 
and  the  acceleraied  depicciation  Hie 
same  with  voluntary  import  ie 
straints  on  Japanese  autos.  But  that 
protection,  it  seems  to  me,  should  be 
conditioned  on  more  extensive  com- 
mitments by  the  UAW  to  practice 
restraint  industry  wide,  and  on  che 
pari  of  the  ludustiy  to  improve  its 
productivity  and  make  pa>_kagi  deals. 

I'm  not  mic  Id  care  to  rely  on  any 
boara  t<  devise  tlx  best  solution  it  tlx 
auio  industry  s  competitive  problems 
They  havi  enough  trouble  working  that 
out  themselves. 

Rohatyn.  None  of  this  is  cernbly  mys 
terious  There  are  a  lot  of  people  .vho 


As  I  See  It 


understand  the  auto  industry,  begin- 
ning with  the  auto  industry  itself  and 
the  UAW.  If  you  had  such  a  board,  it 
would  tell  an  industry  coming  to  the 
government  for  protection  to  come  up 
with  a  complete  plan  developed  by  all 
the  parties  to  be  exercised  over  a 
three-,  four-  or  five-year  period  that 
would  justify  whatever  benefit  was 
being  asked  for — whether  tariffs  or 
trigger  prices,  tax  breaks  or  regula- 
tion, possibly  even  some  credit.  And  if 
they  didn't  want  to  do  it,  that's  fine. 
But  then  you  wouldn't  give  them  the 
benefit.  This  wouldn't  be  coercive. 

Maybe  not.  But  government  boards 
have  a  way  of  throwing  their  weight 
around.  MAC  has  the  coercive  power  of 
money  as  a  weapon,  and  so  does  the 
International  Monetary  Fund  Your  ex- 
perience with  MAC  seems  to  have  given 
you  a  lot  of  faith  in  the  ability  of  boards  to 
solve  complicated  problems,  but  New 
York's  problems  were  simple  beside  those 
of  the  U.S.  industrial  economy. 
Rohatyn:  With  a  board  like  this  we  are 
likely  to  come  up  with  answers  that 
are  better  than  the  ones  we  know.  As 
long  as  we're  competing  with  nation- 
alized companies  and  with  other 
countries  that  practice  export  subsidy 
oi  import  protection  or  manipulation 
of  foieign  exchange  or  whatever, 
we're  always  going  to  be  called  upon 
to  retaliate,  to  defend  ourselves.  As 
long  as  there  are  elections,  there  will 
be  pressure  groups  that  are  going  to 
extract  something  from  the  govern- 
ment The  question  is,  Do  we  give 
something  away  without  getting  any- 
thing in  return,  or  do  we  try  to  use  it 
to  become  more  competitive? 

As  //  ;  <asonable  to  expect  anybody  to 
give  heck  enough  when,  for-  example, 
steel  arid  auto  labor  <:osts  are  higher  than 
manufacturing  labor  costs  in  general 
and  50%  higher  than  they  are  in  japan? 
Rohatyn.  Well,  at  least  you  would  have 
a  rational  basis  for  determining 
whether  you  want  the  steel  industry 
in  this  country  for  whatever  purpose, 
whether  it's  for  national  defense  or  for 
anything  else,  or  if  you  don't.  Maybe 
you  don't  because  it's  too  expensive. 
Oi  you  may  decide  that  you  need  a 
minimum  of  X  million  tons  of  capac- 
ity and.  if  so,  you'd  like  it  to  be  as 
modem  as  possible  and  work  out  the 
besi  possible  package  to  get  it.  I  don't 
know  what  the  answer  is. 

//  doesn  V  sound  as  if  such  a  board 
would  accomplish  much  that  you  can't 
accomplish  through  Congress,  which  in 
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YOU'VE  GOT 
TO  BE 
RIGHT 


In  business,  being  right  is  what  it's  all  about.  Right  in  the 
decisions  you  make,  right  in  the  equipment  you  select  to 
help  you  make  those  decisions. 

AT&T  Information  Systems  can  help  you  be  right.  Now 
more  than  ever  before. 

As  of  January  1st,  all  our  business  communications  equip- 
ment is  for  sale  or  for  lease.  Whether  it  is  equipment  you 
already  have,  or  additional  equipment  you  might  need.  We  offer 
everything  from  basic  business  phones  to  the  most  sophisti- 
cated voice  and  data  systems  in  the  industry.  And  you  can 
buy  them  at  competitive  prices  that  are  consistent  nationwide. 
Simply  give  us  a  call  to  discuss  all  the  options  available  to  you. 

Also  on  January  1st,  our  service  and  sales  forces  were 
integrated,  united  into  the  largest  organization  of  its  kind  any- 
where. There  are  206  branch  offices  across  the  country.  Plus 
79  Business  Service  and  Sales  Centers. 

No  matter  what  size  your  business,  we'll  help  you  with 
planning,  installation  and  maintenance.  Before,  during,  and 
after  the  sale. 

What  else  is  new?  A  new  spirit  of  competitiveness  through- 
out the  company,  from  top  to  bottom.  A  new  dedication  to  the 
idea  of  providing  you  with  better  products  and  better  service. 
On  faster  timetables. 

A  few  things  haven't  changed.  We're  still  supported  by  the 
genius  of  AT&T  Bell  Labs,  plus  the  benefits  of  more  than 
100  years  of  communications  experience. 

Before  you  make  decisions  vital  to  moving  your  business 
ahead,  talk  with  us.  AT&T  INFORMATION  SYSTEMS. 
1-800-247-1212. 

It's  worth  your  while,  when  you've  got  to  be  right. 


=AT&T 


As  I  See  It 

the  end  will  have  to  deal  with  the  problem 
anyway.  Besides,  you  can 't  negotiate  ev- 
erything, especially  if  all  the  parties  aren  't 
directly  involved  in  the  U.S.  economy.  The 
real  source  of  the  problem,  after  all,  is 
that  the  U.S.  is  no  longer  able  to  insulate 
itself  from  the  rest  of  the  world.  If  we're 
going  to  continue  to  maintain  certain 
industries  in  the  face  of  subsidized  com- 
petition, wouldn't  control  have  to  pass 
out  of  private  hands? 
Rohatyn:  I  don't  see  the  need  for  gov- 
ernment-owned industry  in  order  to 
maintain  what  is  needed  for  national 
security.  But  I  do  see  our  government 
having  to  negotiate  a  lot  more  toughly 
with  other  governments,  and  I  do  see 
the  need  for  a  different  process  to  han- 
dle the  adjustment  to  the  inevitable, 
whether  it's  shrinkage  or  giveups. 

Tl)e  problem,  as  you  see  it,  is  primarily 
in  what  is  often  called  basic  industry — 
autos,  steel  and  I  suppose  machine  tools. 
Rohatyn.  Well,  I  am  not  sure  that  five 
years  from  now  you  won't  have  these 
same  problems  in  what  today  are 
called  high- technology  industries. 

But  isn 't  it  really  employment  that  pri- 
marily concerns  you  in  proposing  this 
trpartite  board? 

Rohatyn:  No.  I  see  it  as  a  way  to  try  to 
maintain  competitive  American  busi- 
nesses in  a  world  of  imperfect  private 
markets.  If  you  were  functioning  in 
completely  free  markets,  you  would 
say,  Well,  the  hell  with  it,  let's  just  let 
everything  take  its  course.  But  we 
can't.  We  may  suffer  permanent 
structural  damage  to  our  economy  as 
a  result  of  an  aberrational  foreign  ex- 
change market.  It  may  take  three  or 
four  years  to  correct  the  dollar  imbal- 
ances. In  the  meantime,  our  business- 
es go  down  the  tubes,  and  when  the 
dollar  is  finally  back  where  it  should 
be,  they  are  gone,  and  so  are  the  jobs 
along  with  them. 

Isn't  the  effect  of  some  of  our  existing 
policies  to  make  our  industry  less  com- 
petitive overseas? 

Rohatyn.  Do  you  mean  instead  of  let- 
ting them  go  broke? 

/  don't  think  they  would  all  dc  that 
The  U.S.  might  well  be  in  a  better  competi- 
tive position  in  terms  of  its  own  exports  if 
it  were  using  low-cost  Brazilian  steel 
rather  than  ptotected  but  higher-cost 
American  steel 

Rohatyn.  I  think  that's  clearly  right. 
You  are  going  to  have  to  try  to  strike  a 
balance  with  the  minimum  capacity 
you  want  to  maintain  for  national  in- 


terest reasons  or  because  you  think  it 
is  foreign-exchange  related. 

Aren 't  you  really  saying  that  you  are 
willing  to  risk  weakening  one  industry  in 
the  hope  of  strengthetnng  another— pre- 
serving the  steel  industry,  say,  at  the  ex- 
pense of  manufacturing? 
Rohatyn:  Not  necessarily.  I  haven't 
said  that  we  have  to  maintain  and 
protect  the  steel  industry  in  a  'size  and 
way  that  would  make  it  impossible 
for  our  manufacturing  companies  to 
buy  low-cost  steel  from  abroad.  But 
you  have  to  maintain  a  balance.  When 
you  don't  live  in  a  free  market  envi- 
ronment, how  do  you  deal  with  the 
question  of  subsidized  foreign  compe- 
tition? Milton  Friedman  says,  take 
the  subsidy  and  run  with  it.  Well, 


that's  wonderful  if  it  were  permanent. 
But  leaving  aside  national  security, 
there  is  a  question  of  what  happens 
when  they  take  the  subsidy  off 

One  thing  that  bothers  mt  is 
Rohatyn:  A  lot  seems  to  boihei  you. 

.  .  The  fastest -growing  segments  oj  the 
economy,  the  oties  that  provide  ilx  most 
employment,  tend  to  be  small  companies 
and  small  service  companies,  and  they 
won't  be  represented  by  either  the  large 
companies  or  large  labor  uniotis  that  are 
certain  to  dominate  your  board 
Rohatyn.  Sure 

So  you'd  ignore  the  most  dynamu  ana 
pi  on  using  segments  of  the  economy  ma 
concentrate  on  the  10%  ot  20%  thai 
Rohatyn  That  needs  the  most  help 
Right.  That  's  why  you  aie  duing  it 

It  may  be  a  matter  of  prolonging  the 
life  of  dying  patients 
Rohatyn.  I  understand  that,  but  then 


nobody  says  you  have  to  do  that. 

It's  also  a  matter  of  siphoning  off  re- 
sources from  other  segments  of  the  econo- 
my. Isn't  this  the  thrust  of  the  Chrysler 
bailout,  for  instance? 
Rohatyn.  No.  First  of  all,  the  Chrysler 
bailout,  as  you  put  it,  didn't  cost  the 
government  anything. 

But  it  cost  General  Motors  and  Ford 
something — credit,  market  share. 
Rohatyn.  So  it  cost  General  Motors  and 
Ford.  But  in  terms  of  the  national  in- 
terest it  was  probably  a  very  good 
thing  to  do  if  it  makes  Chrysler,  long- 
term,  into  a  healthy,  competitive 
company.  I  would  pay  that  price.  If  it's 
to  keep  Chrysler  limping  along,  then 
certainly  not. 


Chrysler's  long-term  health  has  yet  to  be 
proved. 

Rohatyn:  I  can't  see  further  than  five 
years  Maybe  uther  people  can.  1  don't  I 
think  theie  ait  any  peiiiiancrn  solu 
ciuiis.  i  chink  meie  ought  cc.  be  some  , 
kind  of  financing  that  could  piovide 
credit  assistance  in  combination  with 
this  board. 

Tht  updated  i  ersion  oj  the  Reconstt  ut 
tion  Finance  Corp.  you  keep  talking  of. 
Such  an  agency  is  really  needed? 
Rohatyn:  I  think  it  would  be  useful. 

Tofinana    ompanies  being  driven  to  g 
the  uuli  5K     resuli  >jj  overvaluation  oj 
the  diillai 

Rohatyn.  No  lo  fmanct  whauv«_i 
iuakc.>-  sense.  But  ooifir  credit  assis- 
tance is  ncctssaiy  if.  ->ay,  three  .»teei 
firms  vvam  u  jom  to  build  a  new  steel 
mill  'hat's  inoit  competitive,  and  ! 
they  have  the  right  laboi  package  and 
the  right  icgulatory  packages,  and  ac- 
cess to  some  financing  but  need  an  j 


Reindustrializer  Rohatyn 

How  do  you  keep  competitive  in  a  world  of  imperfect  markets? 
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extra  $400  million  or  $700  million  to 
make  the  thing  go. 

But  in  most  of  these  troubled  indus- 
tries, capital  is  not  really  the  problem. 
Rohatyn.  In  a  lot  of  cases  capital  isn't 
the  problem.  But  in  many  cases  a  lit- 
tle capital  can  go  a  long  way  in  terms 
of  additional  leverage  and  in  terms  of 
inducing  people  to  come  together.  I 
would  argue  with  Chrysler,  if  you  had 
been  able  to  inject  equity  capital  or 
some  kind  of  subordinated  capital  a 
year  or  two  earlier,  when  the  com- 
pany clearly  was  in  trouble,  you  could 
have  gotten  more  extensive,  more 
permanent  and  more  efficient  conces- 
sions from  both  the  union  and  suppli- 
ers and  the  banks  than  in  waiting  for 
the  company  to  go  to  the  wall. 

Are  you  hopeful  about  the  current  eco- 
nomic recovery? 

Rohatyn:  I  think  it's  going  to  run  for  a 
while,  but  I  think  that  this  country  by 
1985  is  going  to  look  the  way  New 
York  City  looked  in  1975,  with  a 
runaway  budget  and  a  debt  service 
that's  going  to  run  up  to,  I  don't  know, 
20%  or  25%  of  total  government 
spending,  which  you  can't  sustain.  At 
some  point  there  are  going  to  be  mar- 
ket problems. 

In  terms  of  industrial  policy,  you  see 
the  New  York  City  experience  as  providing 
the  model  for  the  kind  of  thing  you  hope 
can  be  done. 

Rohatyn:  Well,  I  see  New  York  City 
and  Chrysler  as  examples  of  things 
that  are  worth  trying.  None  of  what  I 
am  talking  about  is  going  to  happen 
until  the  next  industrial  recession. 
Maybe  not  even  then.  I  am  not  a  great 
romantic  about  things.  Oh,  but  I  do 
know  that  seven  years  ago  we  had  a 
$1.7  billion  annual  deficit  in  New 
York.  We  had  $6  billion  of  short-term 
debt.  And  nobody  was  talking  to  any- 
body. Unions  weren't  talking  to 
banks.  The  banks  weren't  talking  to 
the  city.  The  city  wasn't  talking  to 
the  state.  Today  it  is  our  third  year  in 
a  budget  surplus. 

In  economic  terms,  New  York's  great 
strength  is  its  service  industries,  as  it  is  that 
of  the  U.S.,  and  yet  that's  an  area  you 
don 't  seem  to  worry  about  at  all. 
Rohatyn:  No.  I  think  the  employment 
base  of  the  service  industries  is  in 
many  ways  as  vulnerable  in  terms  of 
technology  as  some  of  our  manufac- 
turing industries.  I  think  you  will  be 
able  to  do  a  lot  more  with  a  lot  fewer 
people.  The  fact  that  I  don't  particu- 
larly deal  with  it  within  the  context  of 
industry  doesn't  mean  I  don't  think 
there  will  be  problems.  ■ 
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"It's  true. 

Chicago  and  New  York  do  have 
something 
in  common.*' 


From  Spring  '84 

the 


71t 


WASHINGTON,  D.C. 


The  Mayfair  Regent  of 
Chicago  has  an  equal. 
The  Mayfair  Regent  of 
New  York. 
Both  bring  back  the 
elegance  and  poise  of  a 
bygone  era,  subtly 
enhanced  by  the 
conveniences  of  today. 
Both  cater  to  the  traveler 
in  search  of  perfection . 


the 


'fit 


CHICAGO  V — S  NEW  YORK 

A  REGENT® INTERNATIONAL  HOTEL 


PUERTO  R ICO  ALBUQUERQUE  NEW  YORK  CH 


HONG  KONC  BANGKOK  KUALA  LUMPUR  MANILA  FIJI  COLOMBO  SYDNEY  MELBOURNE 

U.S.A.  TOLL  FREE  800-545-4000;  CHICAGO  312-787-8500,  NEW  YORK  212-288-0800. 


This  unusual 
municipal  bond  fund 
offers  attractive  yields  that 
are  ioo%  free  of  Federal  income 
tax.  Professionally  managed,  it 
offers  strong  price  stability,  even 
though  its  net  asset  value  may  fluctuate. 
•  ioo%  high  tax-free  income.  Especially 
attractive  to  higher  bracket  investors. 
•  Free  check-writing.  Unlimited  free  checks 
for  $500  or  more. 

•  Complete  liquidity.  No  sales  charge  to  buy  or  redeem 

— and  no  penalties. 
•  Free  exchange.  You  can  shift  your  investment  between 
Dreyfus  funds — even  by  phone. 
Start  with  just  $2,500.  Call  toll  free  number  or  mail  coupon. 


mm  Jiaii  nun  |U3i  .     •  >  w  v  i .  v.au  lull  iilv  nuiiiuvi  ' ' 1  WUUUU1I. 

K^reyfus  — — — — — »n 

^^BkN|H^7  Intermediate  Tax  hxempt  Bond  Fund,  Inc.  Post  Office  Box  600 
■dMBwB^^  Middlesex,  Nl  08846 


I 
1 

L 


For  more  compleie  information,  including  managemcni  lee  charges  and 
expenses,  obtain  a  Prospectus  hy  sending  this  coupon.  Read  it  carefully 
before  you  invest  or  send  money. 


Name  

Address. 

City  

State  


Middlesex,  NJ  08846 
FOR  A  PROSPECTUS 

Call  toll  free,  day  or 
night,  7  days  a  week. 

I-800-USA-LION 

Operator  466 


Zip. 


■■J 
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Harry  Friedman,  president  of  The  Studios  at  Las  Colinas 
Hardly  the  way  Sam  Goldwyn  did  it — but  it  works. 


Moviemaking  these  days  is  becoming  less 
show  business,  more  real  business — or  real 
estate  business.  That's  why  new  studios  are 
sprouting  from  Texas  to  Tunisia. 


"We  sell  space, 
not  fantasy" 


By  Anne  Bagamery 


Early  last  year  director  Mike 
Nichols  was  looking  for  a 
place  to  shoot  a  movie  about 
Karen  Silkwood,  the  Kerr-McGee  plu- 
tonium  plant  employee  who  died  in 
1974  when  her  car  ran  off  the  road  as 
she  was  on  the  way  to  meet  a  reporter. 
Since  Silkwood's  former  employer 
was  based  in  Oklahoma,  Nichols 
needed  a  location  that  looked  like 
Oklahoma  for  the  outside  shots,  as 
well  as  a  sound  stage  for  inside  shots 


and  facilities  for  such  technical  work 
as  editing  and  sound  mixing. 

Until  recently  Nichols — or  any  oth- 
er director,  for  that  matter — might 
have  had  to  shuttle  back  and  forth 
between  the  location  and  Hollywood 
at  a  considerable  cost  of  money  and 
time.  Yet  Nichols  found  everything 
he  needed  at  The  Studios  at  Las  Co- 
linas, a  $25  million,  25-acre  film  and 
video  production  plant  that  opened 
for  business  in  the  fall  of  1982  on  the 
flatlands  between  Dallas  and  Fort 
Worth.  Silkwood,  which  opened  in  De- 


cember to  generally  favorable  re- 
views, came  in  on  time  and  on  budget 
at  around  $13  million — without,  say 
those  in  the  industry,  any  sacrifice  in 
quality.  "Silkwood  proves,"  says  one 
independent  filmmaker,  "that  you 
can  now  make  a  high-quality  film 
anywhere  in  the  country." 

Las  Colinas  is  one  of  a  growing 
number  of  "runaway  studios,"  newly 
erected  or  renovated  facilities  that  are 
luring  movie  production  away  from 
Hollywood  at  an  alarming  rate — 
alarming  to  Hollywood,  at  least. 
Some  of  the  new  studios  are  backed 
by  entertainment  figures:  The  singing 
Osmond  family  completed  an  $8.5 
million  film  and  video  plant  in  Orem, 
Utah,  outside  Salt  Lake  City,  in  1977 
and  sold  it  last  year  to  Paul  Jensen,  a 
Dallas  mortgage  banker.  Comedian 
Alan  King  and  other  entertainers  are 
behind  the  $100  million  renovation  of 
the  63-year-old  Astoria  Studio  (re- 
christened  Kaufman-Astoria)  in  the 
Queens  borough  of  New  York  City. 

Other  new  movie  moguls  come 
from  far  outside  Tinsel  Town.  Tram- 
mell  S.  Crow,  son  of  Dallas  developer 
Trammell  Crow,  is  the  main  mover 
behind  The  Studios  at  Las  Colinas. 
Private  investors  have  kicked  in  $50 
million  to  renovate  an  old  Silvercup 
bread  bakery  in  Long  Island  City,  N.Y. 
as  Silvercup  Studios,  where  Woody 
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Our  cars  are  the  same  as  their  cars.  And  our 
convenient  locations  in  major  airports  are  the  same 
as  their  convenient  locations  in  major  airports.  We 
also  give  you  the  same  attention  they  do.  The  big 
difference  is  that  DollarCars  simply  cost  less. 

So  rent  from  Dollar  for  a  change.  You'll  be 
pleasantly  surprised  when  you  see  the  bill. 

For  reservations,  call  your  travel  agent  or  toll-free 
1-800-421-6868. 


FordT-Bird 

$33  a  day 


Lincoln  Continental  $39  a  day? 
Ford  Escort  $28  a  day? 


assess.  «r 


RENTACAR 

Yxi'll  recognize  the  difference. 

In  Europe,  we're  Dollar/interRent 

*  Based  on  weekday  rates  and  24-hour  advance  reservation.  ( )ffer  subject 
to  availability  and/or  substitution  of  comparable  models  at  participating  locations. 


9  thorny  question! 
Morgan  about  long-terif 


1.  With  the  U.S.  corporate  bond 
market  so  volatile,  should  we  also 
raise  funds  through  issues  in  the 
international  markets? 

2.  Can  such  issues  reduce  the 
effective  cost  of  debt? 

3.  Does  it  make  sense  to  be  a 
lessee  if  we  pay  taxes? 

4.  At  what  point  does  project 
financing  favorably  affect  the 


risk/reward  ratio  of  an  invest- 
ment opportunity? 

5.  Are  we  taking  full  advantage 
of  the  opportunities  created  by 
FAS  52? 

6.  Is  there  a  cost-effective  way  to 
use  off-balance-sheet  financing 
to  strengthen  financial  ratios? 

7.  Can  we  arrange  long-term 
fixed-rate  financing  in  a  foreign 


currency  if  the  capital  market  for 
the  currency  isn't  accessible  on 
reasonable  terms? 

8.  How  can  we  most  efficiendy 
use  interest  rate  swaps  to  change 
floating-rate  debt  to  a  fixed-rate 
obligation?  Or  fixed  to  floating? 

9.  When  does  a  private  placemen 
provide  terms  which  are  compet 
itive  with  the  public  market? 


Discussing  international  capital  markets  are  Morgan  bankers  Ferrell  McClean,  Stephen  Kirmse,  Frank  Tellier,  Jackson  Tai  (Tokyo),  Walter  Gube 


•easurers  are  asking 
nancing  alternatives 


ore  and  more  corporate  treas- 
*ers  are  finding  that  Morgan 
is  the  answers  to  long-term 
lancing  questions  like  these. 
hey  know  Morgan  bankers  add 
due  to  a  relationship  by  explor- 
g  all  the  alternative  solutions 
complex  financing  problems— 
)th  traditional  structures  and 
?w  ones  responsive  to  today's 
>latile  markets. 

How  Morgan  responds 
ur  answer  to  Question  3,  for 
[ample,  may  be  a  cross-border 
ase  which  dramatically  reduces 
e  effective  cost  of  financing 
ie  asset  while  permitting  you 
retain  the  economic  risks  and 
wards  of  ownership.  Morgan 
in  act  as  both  agent  and  advisor, 
i  the  last  year  alone  we  arrang- 
1  a  billion  dollars  of  such  leases. 
Or  take  Question  5.  For  many 
)mpanies  foreign  currency 
lancing  at  the  parent  level  can 
iprove  reported  income,  re- 
ice  economic  risk,  and  repre- 
:nt  an  incremental  source  of 
ipital  funds. 

The  answer  to  Question  7,  for 
iveral  clients,  was  a  bond  issue 
us  a  currency  swap.  The  issuer 
ised  funds  in  one  currency  and 
fectively  repaid  them  in  another 
irough  a  long-dated  forward 


Tony  Mayer,  left,  is  managing  director  of  Morgan 
Guaranty  Ltd,  Morgan's  Eurobond  underwriting 
subsidiary  in  London  Tom  Fleming  is  a  manager 
in  the  firm's  corporate  finance  department. 


exchange  contract.  We  thus  gen- 
erated financing  in  the  client's 
desired  currency  on  more  advan- 
tageous terms  than  would  other- 
wise be  possible. 

As  to  Question  8,  you'll  find 
we  provide  a  fully  integrated 
proposal— arranging  the  floating- 
rate  financing  or  backstop  facility 
if  necessary,  acting  as  principal 
in  the  swap,  and  managing  the 
related  bond  issue  in  the  inter- 
national market.  And  you'll  find 


that  our  approach  can  not  only 
reduce  the  costs  and  risks  of 
such  transactions  but  also  sim- 
plify their  implementation. 

Can  Morgan  help  you? 
Morgan  has  the  resources  to 
solve  any  type  of  financing  prob- 
lem for  a  client,  as  principal  or 
agent.  The  right  solution  for  you 
can  involve  our  role  as  lender, 
market-maker,  or  underwriter, 
or  as  agent  or  advisor  on  private 
placements,  leasing,  exchange 
and  interest  rate  exposure  man- 
agement, loan  syndications.  And 
our  underwriting  subsidiary  in 
London,  Morgan  Guaranty  Ltd, 
is  one  of  the  fastest  growing 
lead  managers  in  the  Eurobond 
market. 

By  calling  on  Morgan's  exten- 
sive knowledge  of  the  capital 
markets  you  may  be  able  to 
lower  your  long-term  financing 
costs  significantly. 
Ask  us  your  tough  questions 
What  financing  questions  are 
most  challenging  to  your  com- 
pany? Ask  them  of  your  Morgan 
banker.  Or  write  or  call  John  W 
Spurdle  Jr.,  Senior  Vice  Presi- 
dent, Banking  Division,  Morgan 
Guaranty  Trust  Company, 
23  Wall  Street,  New  York,  NY 
10015.  Telephone  (212)  483-7249. 


The  Morgan  Bank 


Allen  shot  some  of  his  upcoming 
movie.  Miami  developer  Jack  Kerns  is 
putting  together  financing  for  a  $250 
million  facility  outside  Miami,  while 
groups  headed  by  a  Philadelphia  real 
estate  developer,  a  Miami  shopping- 
center  builder  and  a  Florida  banker  are 
planning  studios  in  south  Florida.  De- 
velopers in  Houston  and  Chicago  are 
also  moving  ahead  with  studio  plans. 
Even  foreigners  are  getting  in  on  the 
act:  This  year  North  African  develop- 
ers reportedly  will  break  ground  for  a 
$100  million  plant  in  Tunisia. 

Wherever  their  original  stake  came 
from,  the  new  studio  owners  all  oper- 
ate in  much  the  same  way.  They  rent 
out  their  facilities  to  filmmakers  by 
the  day,  week  or  month.  They  also 
lease  office  space  to  film  and  sound 
laboratories,  equipment-rental  corn- 


la's  Cotton  Club  (Kaufman-Astoria 
Studios). 

Although  feature  films  are  glamor- 
ous pieces  of  work,  new  studio  own- 
ers are  also  wooing  smaller  projects 
like  TV  commercials,  industrial 
films,  music  videos  and  rehearsals  of 
rock  stars'  road  shows — whatever  will 
keep  their  stages  and  other  facilities 
busy.  Now,  50%  of  the  work  done  at 
runaway  studios  is  in  these  smaller 
projects.  And  although  having  housed 
a  hit  film  like  Silkwood  can  help  at- 
tract future  business,  any  project's 
commercial  success  or  failure  is  "al- 
most incidental,"  says  Harry  Fried- 
man, 32,  president  of  The  Studios  at 
Las  Colinas.  "We  sell  space,  not  fanta- 
sy," says  landlord  Friedman. 

That  sums  up  a  continuing  change 
in  the  $3.5  billion-a-year  film  and  TV 


Osmond  Studios  proprietors  Tim,  Paul  and  Lynn  Jensen 
Convenience,  lower  costs — and  free  limo  service. 


panies  and  other  movie  support  ser- 
vices. Sometimes  the  studio  owners 
act  as  unofficial  brokers  to  encourage 
filmmakers  to  use  local  instead  of 
Hollywood-based  services.  The  idea  is 
to  use  the  state-of-the-art  production 
facilities  as  a  draw  and  to  make  mon- 
ey on  office  and  equipment  rentals — 
exactly  the  opposite  of  the  way  the  big 
Hollywood  studios  profited  in  the 
Thirties. 

So  far  the  response  from  film- 
makers has  been  encouraging.  Of  the 
154  feature  films  started  in  the  first 
ten  months  of  1983,  100  were  shot 
outside  California — almost  twice  as 
many  as  were  made  in  the  state.  Of 
those  100,  probably  30  were  or  will  be 
finished  at  runaway  studios.  The 
films  range  from  modest-budget  tee- 
ny-bopper movies  like  Footloose  (shot 
at  Osmond  Studios)  to  big-budget  ex- 
travaganzas like  Francis  Ford  Coppo- 


production  industry — a  shift  from 
show  business  toward  real  business. 
Between  1979  and  1982  an  estimated 
$400  million  in  film  and  television 
production  left  Hollywood,  and  with 
it  went  another  $1.2  billion  in  inci- 
dental spending  for  local  talent,  hous- 
ing and  whatnot.  Location  shooting  is 
more  realistic  than  shooting  on  a 
sound  stage  and  can  be  cheaper — es- 
pecially in  states  with  right-to-work 
laws,  low  costs  of  living  and  aggres- 
sive local  film  commissions  to  cut 
municipal  red  tape.  "Some  states  are 
offering  packages  we  just  can't 
match,"  says  Kristan  Wagner,  director 
of  the  California  Motion  Picture 
Council. 

The  new  studios  not  only  match 
the  best  that  Hollywood  has  to  offer 
but  also  cost  moviemakers  much  less. 
Real  estate  in  Irving,  Tex.  and  Orem, 
Utah  is  a  lot  cheaper  than  on  Sunset 


Boulevard.  That  helps  bring  down  the 
cost  of  one  hour  of  editing  time  at 
Osmond  Studios  to  about  $200.  The 
same  time  in  Hollywood  would  run 
about  $400.  The  runaways  also  offer 
convenience.  All  facilities  sit  under 
one  roof  or  in  one  complex. 

And  the  new  studios  cater  to  their 
finicky  clients.  Las  Colinas,  for  exam- 
ple, added  a  $30,000  background  wall 
in  one  of  its  sound  stages  to  help  draw 
business,  especially  from  commercial 
producers.  There  are  also  the  perks — 
everything  from  limousine  and  heli- 
copter service  to  housing.  "Meryl 
Streep  got  to  stay  in  a  three-bedroom 
condo  while  she  was  shooting  Silk- 
wood,"  says  Betty  Buckley,  produc- 
tion manager  of  the  complex  at  Las 
Colinas. 

Runaway  production  can  be  an  es- 
pecially good  deal  for  small  indepen- 
dent filmmakers,  on  whom  the  major 
studios  rely  for  a  third  to  a  half  of  the 
movies  they  distribute  each  year. 
Godmother  Productions,  a  Berkeley, 
Calif.-based  independent,  is  preparing 
to  shoot  Southern  Discomfort  in  Texas 
for  $4  million  to  $8  million.  The  mov- 
ie is  an  account  of  life  in  a  southern 
town.  Work  after  shooting  will  take 
place  "wherever  we  can  get  the  best 
deal,"  says  Godmother  general  part- 
ner Mindy  Affrime.  "The  new  studios 
are  hungry  for  work.  It's  great  to  be 
able  to  shop  around." 

But  the  runaway  studios,  most  of 
which  are  not  yet  profitable,  cannot 
afford  to  stay  hungry  forever.  Rents 
and  facilities  fees  are  bound  to  start 
inching  up  to  big-city  levels.  Compe- 
tition, moreover,  will  increase  as  ad- 
ditional studios  are  built.  Until  now 
the  new  studios  have  had  to  compete 
primarily  with  older,  more  expensive 
Hollywood  facilities,  but  the  choice 
between  brand-new  facilities  in  Chi- 
cago or  Dallas  may  not  be  quite 
so  clear. 

Location,  as  in  real  estate  generally, 
can  be  the  determining  factor.  "If  you 
need  mountains,"  says  Osmond  Stu- 
dios President  Lynn  Jensen,  "you 
can't  go  to  Chicago." 

In  the  meantime,  Hollywood  is  get- 
ting worried.  After  a  couple  of  lean 
years  for  film  production  in  1981  and 
1982,  the  Los  Angeles-based  film 
community  was  looking  forward  to 
recovery  years  1983  and  1984.  The 
runaway  studios  are  spoiling  the  par- 
ty. Says  Kim  Fellner  of  the  Screen 
Actors  Guild,  whose  largely  Holly- 
wood-based membership  is  85%  un- 
employed: "The  least  we  can  hope  for 
is  that  our  members  in  the  outposts 
will  get  more  work." 

Well,  as  they  say  in  the  movies, 
that's  show  biz.  ■ 
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When  utilities  were  rushing  into  nuclear 
power,  Indianapolis  Power  &  Light  Co. 
couldnt  afford  it.  Now  it's  sitting  pretty. 


The  tortoise 


By  Jean  A.  Briggs 


SOMETIMES  BEING  POOR  has  ltS 
uses.  Take  little  (1983  sales, 
slightly  over  $400  million)  Indi- 
anapolis Power  &  Light  Co.  These 
days  it's  one  of  the  healthiest  utilities 
around.  Both  its  operating  costs  and 
its  rates  are  among  the  lowest  in  the 
nation.  One  big  reason:  A  decade  ago 
it  couldn't  afford  to  take  a  piece  of  the 
Marble  Hill  nuclear  power  plant. 

"We  just  didn't  have  the  cash  flow 
to  handle  it,"  says  Zane  Todd,  the 
Purdue-educated  electrical  engineer 
who  has  been  IPL's  boss  since  1976. 
"We  looked  like  mossbacks  at  the 
time,  I  know.  We  felt  tremendous 
pressure  to  diversify  our  fuels.  We  are 
almost  100%  dependent  on  coal,  and 
at  the  time  coal  prices  were  escalating 
rapidly." 

But  IPL  also  had  some  nice  long- 
term  coal  contracts  and  options  on 
plant  sites  close  to  the  southern  Indi- 
ana coal  mines.  So  Todd,  who  was  IPL 
vice  president  of  engineering  and  con- 
struction at  the  time,  passed  up  a 
chance  to  get  into  nuclear  power,  and 
that  turned  out  to  be  one  of  the  best 
decisions  he  could  have  made.  Since 
then,  Marble  Hill  has  put  Public  Ser- 
vice of  Indiana  in  an  excruciating  fi- 
nancial bind.  Originally  projected  to 
cost  $1.4  billion,  it  has  so  far  cost  $2.5 
billion  and  could  require  another  $5 
billion  to  finish.  A  special  commis- 
sion appointed  by  the  governor  of  In- 
diana recently  recommended  the  proj- 
ect be  aborted.  The  day  after  the  re- 
port was  released  the  company's 
stock  fell  from  17  to  10%,  less  than 
half  its  book  value. 

IPL,  meanwhile,  built  more  coal 
generating  plants,  and  Todd  worked 
hard  to  improve  productivity.  He  set 
up  work  councils  to  involve  employ- 
ees. He  made  it  policy  to  promote 


from  within  and  to  reduce  staff  only 
through  attrition.  In  other  words,  he 
went  all  out  to  keep  rates  down. 

Result:  In  1982  IPL's  operating  and 
maintenance  costs  were  $591  per 
electric  customer,  compared  with 
$839  for  the  industry  as  a  whole.  And 
its  rates  are  the  lowest  of  all  investor- 
owned  utilities  in  large  U.S.  cities. 

Todd  had  more  unexpected  good 
luck  en  route  to  that  happy  situation. 
Even  though  the  city  of  Indianapolis 
is  in  the  middle  of  the  industrial 
heartland,  it  wasn't  as  badly  hurt  by 
the  recession  as  cities  like  Detroit  and 
Duluth.  So,  with  IPL's  low  rates,  elec- 
tricity sales  kept  growing.  Even  in 
1982,  when  nationwide  sales  were 
down,  IPL's  were  up  1.3%.  Last  year 
they  were  up  even  more.  Best  of  all, 
coal  prices  softened  in  1975,  a  few 
years  after  IPL  said  no  to  Marble  Hill. 

What  happens  now,  though?  IPL's 
new,  $562  million  coal  generating  fa- 


cilities will  not  be  completed  until 
1986,  so  the  quality  of  its  earnings 
will  decline  as  the  portion  attribut- 
able to  construction  finance  charges 
climbs.  At  the  moment  that  portion, 
known  as  AFUDC,  amounts  to  about 
39%  of  earnings.  Next  year,  according 
to  Goldman,  Sachs  utility  stock  ana- 
lyst Ernest  Liu,  it  will  amount  to 
about  50%.  True,  that's  still  no  worse 
than  the  industry  average,  but  it's  a 
deterioration  for  IPL. 

Then  there  is  the  Public  Service 
Commission  of  Indiana.  So  far  it  has 
been,  as  Todd  likes  to  say,  "equita- 
ble." But  the  very  fact  that  the  com- 
mission gets  high  marks  from  inves- 
tors and  analysts  could  bring  about 
political  pressure  in  Indiana  to  make 
it  tougher.  To  hedge  against  that  pos- 
sibility, Todd  got  shareholders  to  ap- 
prove a  holding-company  structure  in 
November  so  that  IPL  can  get  some  of 
its  earnings  from  nonregulated  areas 
in  the  future. 

A  bigger  threat  for  this  utility, 
whose  power  is  99%  generated  by 
coal,  is  acid  rain  legislation.  The  com- 
pany's new  coal  plants  are  equipped 
with  scrubbers,  but  its  old  ones  are 
not,  and  they  account  for  more  than 
two-thirds  of  its  power.  No  one 
knows  when  Congress  will  act  or 
what  it  will  require.  Todd  is  confident 
Congress  will  be  reasonable,  allowing 
time  to  meet  any  new  requirements 
and  perhaps  allowing  the  costs  to  be 
spread  beyond  the  utilities  alone.  But 
he  can't  ignore  the  possibility  that  IPL 
could  face  huge  expenditures  some- 
where down  the  line. 

But  for  the  moment  Todd  is  that 
rarity,  a  truly  happy  utility  executive. 
Sometimes  it's  better  to  be  the  tor- 
toise than  the  hare.  ■ 


Indianapolis  Power  &  Light  CEO  Zane  Todd 
What  is  so  rare  as  a  happy  utility  executive? 
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On  the  Docket 


By  Richard  Greene 


Would  you  believe  that  it  can  run  nearly 
$100,000  in  public  and  private  costs  when 
a  jury  hands  a  plaintiff  a  measly  $8,000? 


Law  by 
the  numbers 


tempest  in  a  teapot?  Not  really.  While 
the  median  award  has  not  changed 
much,  the  average  has  more  than  dou- 
bled, to  about  $69,000.  That's  because 
there  has  been  a  devastating  upturn  in 
big,  headline-making  awards,  chiefly 
product  liability  cases.  These  yielded 
an  average  of  $377,000  in  the  late 
1970s,  up  from  only  $143,000  in  the 
early  1960s. 

While  such  claims  produced  the  big- 
gest awards,  so-called  slip-and-fall 
cases  showed  the  most  dramatic  in- 
crease .  The  average  award  for  street  and 
sidewalk  hazards  jumped  by  about 
700%,  from  $20,000  to  $165,000. 

•  You  might  think  the  biggest  ex- 
pense from  an  overabundance  of  liti- 
gation comes  in  the  dollars  actually 
turned  over  to  plaintiffs.  But  holding 
trials  costs  far  more.  According  to  the 
institute,  the  typical  civil  jury  trial 
costs  taxpayers  over  $8,000.  Coinci- 
dentally,  that's  the  same  as  the  medi- 
an award  given  out,  which  means  that 
for  every  dollar  a  jury  decides  should 
be  paid  to  a  plaintiff,  the  taxpayer 


When  General  Motors  rede- 
signs an  automobile  part,  en- 
gineers study  the  change  in 
detail:  Will  the  new  part  wear  well? 
How  much  will  it  cost?  Who  should 
supply  it?  Not  so  with  the  legal  sys- 
tem. Politicians,  judges  and  lawyers 
talk  regularly  about  its  total  overhaul, 
but  there  are  few  statistics  to  guide 
the  way. 

That's  why  several  large  insurance 
companies  helped  create  the  Institute 
for  Civil  Justice,  an  arm  of  the  Califor- 
nia-based Rand  Institute.  Over  the 
past  four  years  it  has  studied  22  top- 
ics, ranging  from  the  costs  of  asbestos 
litigation  to  ways  of  curbing  medical 
malpractice  claims.  Even  though  the 
work  is  largely  financed  by  insurers, 
Rand  has  total  independence,  and  its 
efforts  don't  necessarily  please  the  in- 
stitute's contributors.  Some  of  the 
more  provocative  conclusions: 

•  Hard  though  it  might  be  to  believe, 
the  institute  found  that  the  typical 
jury  award  in  civil  cases 
has  remained  relatively 
stable  over  the  last  20 
years.  The  median  figure 
in  Cook  County,  111.  has 
hovered  around  $8,000, 
adjusted  for  inflation, 
since  the  early  1960s. 

"We'd  done  all  the  read- 
ing that  everyone  else 
does,"  says  Gustave  Shu- 
bert,  the  institute's  direc- 
tor, "so  we  were  surprised 
at  such  a  steady  perfor- 
mance." If  juries  are  keep- 
ing awards  constant,  then, 
is  all  the  talk  about  a  cri- 
sis in  litigation  awards  a 


pays  another  dollar  for  the  decision. 

Scary?  There's  more.  "Convention- 
al wisdom  says  that  the  private  costs, 
things  like  attorneys  and  executive 
time,  run  eight  to  ten  times  the  public 
costs,"  explains  Shubert.  So  paying  a 
plaintiff  that  $8,000  may  actually  cost 
a  total  of  around  $90,000. 

•  If  cleaning  up  the  litigation  mo- 
rass seems  an  impossible  dream,  the 
Rand  studies  hold  out  some  hope. 
When  two  staffers  looked  at  about 
6,000  medical  malpractice  claims 
filed  in  the  mid-1970s,  they  conclud- 
ed that  states  with  controversial  lim- 
its on  awards  and  lawyers'  contingen- 
cy fees  had  less  litigation.  Capping 
verdicts  and  allowing  defendants  to 
pay  over  time  cut  average  trial  awards 
by  30%,  cut  the  average  out-of-court 
settlement  by  25%  and  increased  the 
number  of  cases  dropped,  from  43%  to 
48%.  In  some  states,  like  Illinois, 
these  measures  have  now  been  de- 
clared unconstitutional,  but  their  po- 
tential seems  clear. 

Rules  requiring  that  a  jury  know 
whether  a  plaintiff  has  received  insur- 
ance reimbursement  for  his  claims, 
however,  seem  relatively  ineffective. 
Originally  these  were  considered  the 
best  shot  at  cutting  malpractice  ex- 
penses. "But  juries  seem  to  make  an 
implicit  discount  for  this  kind  of  re- 
imbursement," says  Shubert. 

•  About  26  state  legislatures  have 
passed  laws  that  allow  plaintiffs  to 
receive  interest  payments  tacked  onto 
damage  awards.  That  certainly 
sounds  fair  enough.  After  all,  if  you 
sued  for  $1  million  in  1970  but  didn't 
get  your  money  until  1984,  you'd  cer- 
tainly be  entitled  to  some  compensa- 
tion for  inflation,  right? 

The  problem  is  that  juries  may  ac- 
tually be  factoring  in  interest  pay- 
ments when  they  decide  on  an 
amount.  When  the  institute  looked 
into  this  question  in  Cook 
County,  it  found  that  ju- 
ries tended  to  increase 
awards  as  delays  ran  on,  at 
a  rate  3.7%  greater  than 
the  inflation  rate  per  year, 
for  the  time  between  in- 
jury and  trial.  Not  a  bad 
return  at  all. 

The  conclusion  is  sim- 
ple: Sure,  the  legal  system 
needs  reform.  But  a  better 
understanding  of  how 
things  work  is  a  logical  first 
step.  Any  good  lawyer  will 
tell  you  that  facts  are  al- 
ways more  persuasive  than 
rhetoric.  ■ 
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Announcing  The  Fastest  Scheduled 

Door  To  Door 
Delivery  Service  Around  The  World: 


QoodShow 


—    Thanks,  Mate 


UROgff  U^lf 


Danke 


Gracias 


I 

Emery  First  Class  International  Service. 

For  packages  of  any  size,  weight,  or  value,  Emery  provides  the  fastest  scheduled  door  to  door  delivery 
itween  most  U.S.  and  major  international  cities.  Over  a  hundred  thousand  communities  around  the  globe  are  suddenly 
ithin  your  teach  with  one  simple  call  to  Emery.  Everything  is  taken  care  of,  even  customs  clearance  and  consignee 
enotification.  So  your  shipment  can  be  sent  virtually  anywhere  door  to  door  with  ease,  usually  within  48  to  72  hours, 
id  it  took  Emery  to  give  all  of  this  to  you  at  one  low  price.  So  call  vour  ^^HBSMa^^ 
:al  Emery  office  for  all  the  facts  and  discover  why  Emery  is  the  <*mm  Tfflnai 
le  to  rely  on  for  all  your  international  shipments.  ©Emery  worldwide  1983 


WORLDWIDE 


We've  Earned  The  Trust  Of  Business  Worldwide. 


am 


BELLSOUTH  TECHNOLOGY. 
THE  STRENGTH  Of  OUR  NETWORK 
AND  THE  KEY  TO  OUR  FUTURE. 


BELLSOUTH 


WE'RE  THE  RIGHT  COMPANY  IN  THE  RIGHT  PLACE  AT  THE  RIGHT  TIME. 


Created  as  a  result  of  the  breakup 
of  the  Bell  System,  the  BellSouth 
Corporation  is  a  company  with 
some  very  impressive  numbers. 

Our  assets  are  some  $21 .5  billion. 
We  serve  13.5  million  customers.  And 
we're  comprised  of  two  of  the  top- 
earning  Bell  operating  companies: 
Southern  Bell  and  South  Central  Bell. 

We  are  also  fortunate  to  be  serving 
the  nine-state  Southeast  region,  one 
of  the  fastest  growing  areas  in  the 
nation.  In  fact,  Census  Bureau  esti- 
mates indicate  that  the  region's  pop- 
ulation will  increase  by  14  million  by 
the  year  2000. 

BellSouth  is  big.  Strong.  And  con- 
fident that  we  will  continue  to  build 
on  our  current  strengths. 

OUR  NETWORK 
IS  OUR  STRENGTH. 

How  do  we  plan  to  keep  growing? 
For  starters,  we've  spent  $15  billion 
to  keep  our  service  ahead  of  demand 
over  the  last  five  years.  In  fact,  two- 
thirds  of  our  plant  investment  is  un- 
der five  years  old. 

The  key  to  our  strength  is  our 
innovative  technology.  Our  region 
pioneered  many  of  the  major  field 
trials  AT&T  conducted  in  the  past  1 5 
years.  FORTUNE  magazine  de- 
scribed us  by  saying  we  "embrace 
high  technology  with  the  fervor  a 
fundamentalist  preacher  reserves 
for  Holy  Writ." 

Our  achievements  prove  it.  Today, 
our  region  has  97%  Touch  Tone® 
capability.  Over  70%  of  customer 
access  lines  can  already  provide 
56  kilobit  data  service,  and  this  will 
reach  90%  by  1985.  Our  network 
already  includes  over  34,000  kilo- 
meters of  optical  fiber. 

OPPOSITE:  Growing  from  a  solid 
base  in  telecommunications, 
BellSouth  is  leading  the  way  in 
such  advanced  communications 
technologies  as  high-speed  data 
transfer  and  fiber  optics. 


WE  ARE  MARKETING 
TECHNOLOGY  TODAY. 

Divestiture  makes  these  accom- 
plishments even  more  significant.  In 
serving— and  anticipating— the 
customer's  needs,  we've  not  only 
kept  up  technologically,  but  we've 
surged  ahead. 

For  example,  in  Miami,  Florida, 
we  provided  the  fiber  optics  system 
for  high-speed  communications 
throughout  the  financial  district. 

At  the  Knoxville  World's  Fair,  we 
pioneered  the  first  commercial  use 
of  solar-powered  lighting  for  public 
phone  booths. 


In  South  Florida,  BellSouth  is  part 
of  the  first  commercial  application  of 

videotex,  a  system  which  uses  a 
normal  television  set  and  a  keyboard 
to  bring  a  world  of  services 
into  homes  and  businesses. 

Our  new  subsidiary,  BellSouth 
Mobility  Inc,  is  a  leader  in  the  devel- 
opment of  the  exciting  mobile  and 
portable  telephone  market. 

Working  within  the  legal  and  reg- 
ulatory framework  of  divestiture,  we 
are  exploring  other  marketing  op- 
portunities, too.  We  have  the  capa- 
bility to  market  services  which 
telephone  companies  have  used 
internally— such  as  billing  for  other 
long-distance  carriers  and  a  mecha- 
nized system  for  keeping  records  of 
outside  plant  locations  for  other  util- 
ity companies.  Another  opportunity 
involves  wiring  buildings  so  that  a 
number  of  businesses  could  share 


systems  such  as  PBX  service,  elec- 
tronic mail,  facsimile  and  teleconfer- 
encing—services  that  normally  only 
large  companies  can  afford. 

STRATEGIES  FOR  GROWTH. 

In  the  coming  Information  Age, 
BellSouth  intends  to  be  competitive, 
but  without  compromising  our 
standards  of  service  and  quality. 

First,  we  will  maintain  our  solid  rec- 
ord of  performance  in  the  critical 
start-up  years,  which  means  we  will 
be  service-oriented  and,  above  all, 
financially  driven.  Second,  our  focus 
will  continue  to  be  on  the  telecom- 
munications business  for  the  foun- 
dation of  our  profits. 

This  means  that  we  will  work  to 
hold  onto,  and  enhance,  business 
segments  which  offer  sizeable  market 
growth  opportunities.  For  example, 
we've  announced  another  new 
subsidiary,  BellSouth  Advertising  & 
Publishing,  for  directory  operations. 
We  plan  to  market  telecommunica- 
tions equipment  to  our  customers. 
We  also  plan  to  serve  the  needs  of 
long-distance  carriers  so  thoroughly 
and  at  such  attractive  pricesthatthey 
will  not  be  tempted  to  bypass  us. 

A  PROUD  HERITAGE 
AND  A  BRIGHT  FUTURE. 

While  our  business  will  continue  to 
be  telecommunications,  BellSouth 
will  explore  new  ventures,  new 
growth  markets  and  new  business 
opportunities  in  the  '80s  and  beyond. 
Our  goal  is  sound  and  profitable 
growth,  and  we  are  dedicated  to  it; 
we  believe  that  our  strengths  and 
our  skills  guarantee  it. 

To  learn  more  about  BellSouth, 
ask  your  broker  or  write:  Mr.  L.  E. 
Spradlin,  Director  of  Investor  Rela- 
tions, BellSouth  Corporation,  675 
West  Peachtree Street,  N.E.,  Atlanta, 
Georgia  30375. 


The  Up  &  Comers 


In  only  eight  months,  Vicorp  acquired  147 
restaurants  that  Pillsbury,  Ralston  Purina 
and  Sambo's  wanted  to  shuck.  How  will 
little  Vicorp  turn  them  into  winners? 


Up  from 
pancakes 


By  Jeff  Blyskal 


In  pitches  to  potential  investors, 
Gordon  H.  Miles,  chairman  of  Vi- 
corp Restaurants,  Inc.,  used  to 
spend  a  lot  of  time  telling  them  what 
his  Denver  company  was.  It 
was,  and  is,  the  highly  success- 
ful operator  of  Village  Inn  pan- 
cake houses  primarily  in  the 
West  and  the  Midwest. 

But  recently  Vicorp  has  ex- 
panded its  scope  through  three 
acquisitions,  two  of  which  were 
restaurant  chains  larger  than  it- 
self, and  setting  investors  to 
wondering  whether  Miles  is  a 
financial  genius  or  merely  a 
compulsive  borrower  and 
spender.  Consider: 

•  In  May  Vicorp  bought  59 
Poppin  Fresh  pie  houses  from 
Pillsbury  for  $38  million. 

•  In  October  Vicorp  bought 
16  restaurants  from  bankrupt 
Sambo's  for  $4  million. 

•  A  month  later  the  company 
agreed  to  buy  all  72  restaurants 
in  Ralston  Purina's  Continental 
Restaurant  Systems  for  approxi- 
mately $60  million. 

The  acquisitions  will  transform  lit- 
tle Vicorp.  Its  yearly  sales  will  in- 
crease to  between  $250  million  and 
$300  million,  three  times  1983's 
sales.  But  the  acquisitions  will  in  all 
likelihood  make  Vicorp  a  risky  propo- 
sition. Miles  has  mortgaged  his  com- 
pany to  the  hilt.  Before  accounting  for 
any  new  equity  offerings,  Vicorp's 
debt-to-equity  ratio,  according  to 
Treasurer  Peter  Doane,  will  jump 
from  the  present  1.1  (already  almost 
IV2  times  the  industry  norm)  to 
around  2.5  after  the  Ralston  deal  is 


consummated.  Long-term  debt,  just 
$18  million  in  1982,  will  soar,  to  $95 
million,  against  common  equity  of 
about  $35  million. 

Competitors  say  Vicorp's  timing  is 
terrible.  Coffee-shop-like  restaurants, 


Vicorp  Chairman  Gordon  Miles 
Better  the  right  deal  at  the  wrong  time. 


which  will  still  account  for  roughly 
40%  of  Vicorp's  revenues  once  all 
three  acquisitions  have  been  digested, 
hardly  seem  at  the  leading  edge  of  the 
food  business.  In  fact,  they  are  still 
losing  ground  to  other  food  outlets. 
And  the  various  restaurants  that  Pills- 
bury, Sambo's  and  Ralston  Purina 
sold  to  Vicorp  were  deemed  under- 
achievers.  That's  the  main  reason 
they  were  cast  off. 

Take  Pillsbury's  Poppin  Fresh.  Ex- 
ecutives of  the  giant  miller  thought 
they  had  a  sure  thing  when  they  start- 
ed the  pie-and-coffee  shops  15  years 


ago.  But  profits,  which  have  been  only 
so-so  in  recent  years,  collapsed  in  the 
hard  winter  of  1981.  Bitter  cold  in  the 
Midwest  discouraged  many  thou- 
sands of  customers  from  casual  trips 
to  Poppin  Fresh.  Aftertax  earnings  fell 
from  $2.6  million,  in  the  fiscal  year 
ending  May  1981,  to  just  $1.2  million 
on  revenues  of  roughly  $60  million  in 
1982.  Pillsbury,  a  known  hard-liner 
on  soft  performers,  put  Poppin  Fresh 
on  the  block. 

So  what  has  Miles  actually  bought 
himself  into?  Miles,  43  years  old,  a 
blunt,  onetime  lawyer,  has  heard  all 
the  criticism.  The  Pillsbury  and  Ral- 
ston chains,  he  says,  were  under- 
achievers  only  by  the  unrealistic  cri- 
teria set  by  the  former  owners.  With 
Vicorp's  experienced  restaurant  man- 
agement giving  more  attention  to 
these  chains,  he  says,  they  will  earn 
plenty.  As  for  his  timing,  he  says,  "It's 
much  better  to  do  the  right  deal  at  the 
wrong  time  than  to  do  the  wrong  deal 
at  the  right  time." 

Nothing  really  ails  Poppin  Fresh, 
Miles  emphasizes.  The  chain, 
he  figures,  merely  lost  out  in 
internal  Pillsbury  competition 
for  the  new  capital  needed  for 
growth.  "In  that  group  of  ex- 
tremely successful  companies," 
Miles  says,  "Poppin  Fresh  came 
in  last.  But  that  didn't  mean  it 
wasn't  profitable  or  that  the 
concept  was  wrong."  He  is  con- 
vinced that  a  national  chain  of 
pie  shops  is  a  fine  idea. 

Miles  is  putting  Vicorp's 
money  where  his  mouth  is,  re- 
modeling the  Poppin  Freshes 
and  enlarging  their  kitchens  to 
provide  an  all-day  menu.  At- 
tracting the  breakfast  crowd,  a 
market  that  Vicorp  knows  well, 
will  increase  sales  at  small  addi- 
tional cost.  Miles  will  also  sell 
Poppin  Fresh  pies  in  shopping 
malls  as  well  as  in  Vicorp's  Vil- 

  lage  Inns  and  in  restaurants 

owned  by  others,  including  Pills- 
bury's popular  and  growing  Benni- 
gan's  and  Steak  &  Ale  chains. 

Bigger  risks  attach  to  the  Ralston 
restaurants.  With  sales  in  fiscal  1983 
of  $138  million,  the  Continental 
chain  cost  Vicorp  a  lot  more.  And 
although  Vicorp  has  most  of  its  expe- 
rience in  coffee  shop  outlets  like  Pop- 
pin Fresh,  the  Ralston  Continental 
restaurants  are  different.  Of  the  72 
restaurants,  14  are  Carlos  Murphy's, 
so-called  adult-fun  restaurants — 
where  the  bar  is  as  important  as  the 
food — in  the  style  of  Pillsbury's  Ben- 
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nigan's.  Most  of  the  others  resemble 
Pillsbury's  Steak  &  Ales. 

Miles  nevertheless  entertains  no 
doubt  that  the  Ralston  restaurants 
will  become  winners.  For  one  thing, 
"adult  fun"  restaurants  are  trendy  and 
fast-growing.  Also,  the  Carlos  Mur- 
phy's are  situated  in  such  Poppin 
Fresh  strongholds  as  Chicago  and 
Cleveland.  Other  Ralston  restaurants 
are  in  California  and  Arizona,  less 
vulnerable  to  weather  extremes. 

Overall,  Miles  says,  "Our  strategy 
is  to  achieve  dominance  or  at  least  be 
on  a  par  with  the  most  significant 
competitor  in  each  individual  market 
so  we  can  get  the  benefits  of  televi- 
sion advertising.  There  was  just  no 
other  way  that  we  were  going  to  es- 
tablish a  presence  in  those  big  mar- 
kets gradually." 


Score  some  points  for  Miles:  The 
acquisitions  were  reasoned,  and  de- 
spite the  savaging  of  Vicorp's  balance 
sheet,  Miles  paid  only  book  value. 
Since  1979  Vicorp's  earnings  have 
equaled  a  return  on  equity  averaging 
around  37%  a  year.  Given  that  record, 
Vicorp  deserves,  for  now,  the  benefit 
of  any  doubt.  Still,  the  public  will  be 
invited  to  share  further  in  the  risk 
Miles  is  taking.  He  intends  to  offer  up 
to  $25  million  worth  of  new  Vicorp 
stock  soon  in  order  to  shed  some  of 
that  large  long-term  debt. 

Says  Miles,  ever  upbeat:  "We've 
looked  long  and  hard  at  our  ability  to 
generate  cash  flow,  and  we  see  that 
we  can  certainly  handle  the  debt" — 
he  means  even  the  debt  before  the 
stock  offering — "without  any  difficul- 
ty at  all." 


Relax  . . .  close  your  eyes  . . .  buy 


Thanks  to  the  share-buying  public, 
hypnotist  Sidney  Petrie's  stake  in 
The  Petrie  Corp.  is  now  worth  about 
$9  million.  To  hear  Petrie  tell  it,  his 
good  fortune  was  more  or  less  an  acci- 
dent. "I  was  never  sure  before  what 
the  term  'going  public'  meant,"  he 
says.  "I'm  not  sure  I  know  now."  Giv- 
en the  way  the  Petrie  deal  came 
about,  that  is  not  surprising. 

Petrie,  53,  is  founder  and  chairman 
of  Petrie  Corp.,  a  New  York  company 
that  conducts  seminars  at  which  pay- 
ing customers  are  hypnotized  to  help 
them  stop  smoking  or  lose  weight. 
Sidney  Petrie's  neighbor  in  Jericho, 
N.Y.  is  Harry  Barres,  a  Drexel  Burn- 
ham  broker.  When  Barres  dropped  in 
to  see  Petrie  in  October  1982,  it  was 
not  to  borrow  a  cup  of  sugar.  Barres 
came  to  suggest — not  for  the  first 
time — that  Petrie  Corp.  join  the  long 
list  of  companies  then  going  public. 
Soon  after,  Petrie  found  himself  at  the 
offices  of  Swartwood,  Hesse  with 
Barry  Rubenstein,  a  broker  and  tennis 
buddy  of  Barres'.  Last  July 
Swartwood,  Hesse  took  Petrie  Corp. 
public. 

"What  did  I  know  about  Wall 
Street?  Virtually  nothing,"  Petrie 
says.  So  how  were  the  terms  of  the 
public  offering  decided?  Petrie  says  he 
hasn't  the  foggiest.  "I  don't  know,"  he 
says.  "There  must  be  a  formula  for 
these  things.  Why  did  I  decide  to  keep 
60%  of  the  company?  I  first  asked  for 
70%,  but  60%  was  the  most  I  could 
get.  I  built  this  from  scratch  27  years 
ago.  When  these  stockbrokers  started 
talking  about  this  million  and  that 
million,  I  asked,  'What's  in  it  for 
me?'  " 

About  $9  million,  that's  what.  Nev- 
er mind  that  his  company  is  losing 


money— $86,000  on  sales  of  $51 1,000 
for  the  six  months  ended  Aug.  31.  Or 
that  Petrie's  personal  worth  includes 
the  $250,000  his  company  paid  for 
rights  to  his  patented  hypnosis  meth- 
ods and  his  14  books  on  hypnosis.  Or 


his  salary:  at  least  $135,000  plus  2% 
of  the  company's  gross  revenues, 
which  Petrie  says  could  reach  $6  mil- 
lion by  the  end  of  the  year.  "The  com- 
pensation agreement  is  the  best  part 
of  the  prospectus,"  Petrie  says.  "And  I 
don't  think  anyone  reads  prospec- 
tuses, anyway." 

So  far,  investors  in  Petrie  haven't 
done  badly.  Units  of  Petrie  securi- 
ties— two  shares  of  common  plus  a 
warrant  to  buy  one  additional  share  at 
$2.50 — were  offered  at  $4.  They  rose 
to  $16  and  were  recently  worth  about 
$12.50.  But  what  investors  are  buying 
is  a  story  and  not  much  else.  Petrie 
Corp.  hopes  to  establish  itself  as  the 
Burger  King  of  "behavior  modifica- 
tion," a  business  with  almost  no  over- 
head, plant,  inventory  or  costly  re- 
search and  development.  In  short,  it  is 
a  business  with  practically  no  capital 
requirements  at  all. 

As  for  marketing,  Petrie  advertises 
mostly  in  newspapers  and  on  televi- 
sion his  "Petrie  method"  of  stopping 
smoking  and  losing  weight.  He  runs 
his  one-time,  three-hour  group  hyp- 
nosis seminars  in  hotel  rooms  at  $95  a 
customer.  He  pays  his  "therapists" 


The  Petrie  Corp.  's  Sidney  Petrie 

"What  did  I  know  about  Wall  Street?  Virtually  nothing." 
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just  $75  a  seminar,  or  11%  of  the 
typical  seminar's  gross. 

Petrie  started  his  business  in  col- 
lege. With  a  psychiatrist  he  experi- 
mented in  hypnosis  and  lured  his  first 
customers  by  lecturing,  for  free,  at 
B'nai  B'rith  and  Hadassah  social 
events. 

Customers  seem  to  like  what  Petrie 
offers,  but  his  success  in  managing  a 
corporation  is  another  question.  Until 
now  Petrie  Corp.  has  been  a  one-man 
show.  The  board  is  composed  of  Petrie 
and  two  friends,  a  marketing  profes- 
sor and  a  clinical  psychologist.  Petrie 
has  hired  an  experienced  marketing 
director,  however,  an  acquaintance 
from  his  country  club. 

"People  say  to  me,  'You're  in  the 
public  eye  now,'  "  Petrie  says.  "They 
say  it  ominously.  But  up  until  now  it 
hasn't  been  ominous."  Yet  no  one 
knows  how  big  Petrie's  market  is.  If, 
in  fact,  it  is  much  larger,  no  one 
knows  whether  Petrie  can  create  an 
organization  to  serve  it,  or  even  if 
anyone  other  than  Sidney  Petrie  can 
make  money  doing  so.  When  those 
questions  are  answered,  Petrie  may 
find  out  why  the  idea  of  going  public 
gives  some  entrepreneurs  sleepless 
nights. — Barbara  Rudolph 


What's  in  a  name? 

When  a  company  with  an  eye- 
catching name  like  Bio-Medical 
Sciences,  Inc.  fails  to  live  up  to  its 
technological  promise,  you  might  ex- 
pect its  story  to  end  in  another  dreary 
Chapter  1 1  proceeding.  Not  so  with 
the  real-life  Bio-Medical  Sciences  in 
New  York.  Instead,  it  acquired  Oak 
Hill  Sportswear  Inc.  four  years  ago, 
becoming  a  hugely  profitable  garment 
manufacturer.  With  an  average  return 
on  equity  of  141%  over  the  past  five 
years,  the  surviving  company,  now 
called  Oak  Hill  Sportswear  Corp., 
placed  second  on  Forbes'  1983  list  of 
the  best  small  public  companies  in 
the  country  (Nov.  7,  1983). 

But  Oak  Hill's  success  has  created  a 
problem  for  Chairman  Arthur  L. 
Asch.  Only  last  summer  did  the  com- 
pany drop  its  old  name,  Bio-Medical 
Sciences.  Since  the  acquisition  the 
company's  sales  of  disposable  instru- 
ments have  shrunk  to  a  negligible 
fraction  of  sales.  The  medical  division 
probably  will  be  sold  soon.  Yet  the 
name  has  misled  outsiders  into  attrib- 
uting Bio-Medical's  performance  to 
medical  technology.  In  fact,  Bio- 
Medical  was  succeeding  in  women's 
clothing,  although  its  earnings  were 


given  a  boost  by  $18  million  in  tax- 
deductible  losses  that  had  been  run  up 
by  Bio-Medical  before  the  acquisition. 

Now  that  Asch  has  finally  scotched 
the  Bio-Medical  name,  Oak  Hill  may 
be  taken  seriously  by  investors  in  ap- 
parel manufacture.  Asch  has  spent 
heavily  to  add  a  line  of  sweaters  to 
Oak  Hill's  mannishly  tailored  wom- 
en's shirts. 

Contrary  fo  the  current  wisdom  in 
retailing,  which  dictates  selling  to  ei- 
ther the  high  end  or  the  low  end  of  the 
market,  Oak  Hill  lines  are  aimed  at 
the  middle.  "We  don't  know  the  field 
of  high-priced  designer  items,  and  I 
think  it  would  be  foolish  of  us  to  enter 
it  right  now,"  Asch  says.  "There  is  no 


reason  for  us  to  go  low  end.  We  manu- 
facture quality  products,  and  if  you 
do,  you  don't  have  to  sell  cheap."  Oak 
Hill  shirts  retail  for  $16  to  $20,  sweat- 
ers for  $22  to  $28. 

Spending  for  new  manufacturing  fa- 
cilities has  penalized  earnings  and 
margins.  Sales  of  $66  million  through 
the  first  nine  months  of  1983  were  up 
18%,  but  earnings  fell  15.5%.  Asch 
thinks  the  payoff  will  come  this  year. 
"I  think  this  company  is  capable  of 
consistently  doing  12%  pretax,"  he 
says.  That  is  way  above  the  industry 
average.  Free  of  its  bondage  to  Bio- 
Medical  and  its  tax  losses,  Asch  says, 
"Now  we  will  have  a  chance  to  show 
our  stuff." — Paul  B.  Brown 


Selling  the 

Between  now  and  Apr.  15,  Francis 
W.  Winn's  big  Amdahl  and  IBM 
computers,  humming  away  in  a  large 
room  in  the  Dallas  suburb  of  Carroll- 
ton,  will  process  300,000  income  tax 
returns.  That  bookkeeping  feat  will 
help  to  make  Winn  and  his  family 
even  richer.  The  family's  85%  stock 
ownership  in  Computer  Language  Re- 
search, Inc.  is  already  worth,  at  mar- 
ket, some  $250  million. 

Under  Winn,  founder  and  chair- 
man, CLR  has  managed  a  coup.  Winn 
says  that  it  has  become  the  leading 
computer  processor  of  high-bracket 
individuals'  returns,  not  by  selling  its 
services  to  individual  taxpayers,  but 
by  hustling  their  accountants  instead. 
Accountants  handle  most  returns  for 
high-income  taxpayers.  CLR,  for  an 
average  of  $85  a  return,  now  processes 
70%  of  the  individual  returns  pre- 
pared by  the  nation's  Big  Eight  ac- 
counting firms.  That  service  frees  ac- 
countants from  much  of  the  scut 
work  of  tax  time  so  they  can  concen- 
trate on  accounting — although  the  ac- 
countants, of  course,  still  must  pro- 
vide all  the  figures  required  to  com- 
plete the  returns. 

For  its  speed  and  accuracy,  the  ac- 
countants give  CLR  high  marks.  "We 
do  80%  of  our  individual  income  tax 
work  with  CLR,"  says  Glen  Miller,  a 
tax  and  computer  specialist  at  Arthur 
Young  &  Co.,  one  of  the  Big  Eight. 
"We  concluded  that  dollar  for  dollar, 
we  get  more  and  better  service  from 
CLR  than  from  its  competitors.  CLR 
is  the  Cadillac  of  the  industry." 

Winn's  CLR  fell  into  tax  processing 
almost  by  accident.  Winn  had  started 
the  firm  in  1964,  in  part  to  develop 
Cleartran,  a  compiler,  or  computer 
program,  that  makes  it  possible  to  use 
simple  English-language  commands 
to  operate  a  highly  sophisticated  pro- 
gram written  in  a  language  compre- 


Big  Eight 

hensible  only  to  machines  and  com- 
puter scientists.  To  see  what  would 
happen,  Winn  asked  his  son,  Steve, 
then  19,  to  write  a  program  using 
Cleartran  for  preparing  Winn's  tax  re- 
turn. Steve  did  it,  and  within  a  year 
CLR  was  in  the  tax  business. 

Sales  have  increased  steadily,  to 
$69.3  million  in  the  first  nine  months 
of  1983,  up  25%  from  the  same  1982 
period.  Earnings  rose  by  7%,  to  $10 
million.  CLR  recently  traded  at  40 


CLR  President  Steve  Winn 


No  more  tax-time  gripes. 


times  earnings,  in  part  reflecting  the 
company's  potential  for  higher  earn- 
ings from  new  electronic  publishing 
ventures  that  provide  fast,  automated 
text  composition. 

The  Winns,  by  the  way,  now  really 
need  a  computer  to  do  their  income 
taxes.  But  they  no  longer  gripe  on 
Apr.  15. — Stanley  W.  An  grist 
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"It  was  the  only  logical  choice, 
really.  Because  Eagle  does  certain 
things  no  ordinary  automobile  could 
begin  to  do,  some  of  which  the  little 
guy  appreciates  a  lot. 

Like  Eagle's  ability  to  switch  from 
2-wheel  drive  into  4-wheel  drive  to 
take  him  places  other  cars  just 
couldn't  go.  His  favorite  campsite 
on  Squirrel  Lake,  for  example. 

Of  course,  we  happen  to  be 
impressed  with  Eagle's  4-wheel 
drive  traction  for  other  reasons,  as 


well.  Especially  for  the  feeling  of 
confidence  it  gives  us  when  the 
weather  is  stormy. .  .when  the  roads 
are  wet  or  icy. . .  and  he  s  with  us. 

Frankly,  he  doesn't  really  care 
much  that  Eagle  switches  back  into 
2-wheel  drive  for  excellent  gas 
mileage.*  (Some  day  he'll  appreci- 
ate the  value  of  a  dollar!)  But  it's 
something  that  meant  a  lot  to  us. 

He  also  claims  to  be  indifferent 
to  Eagle's  luxurious  amenities. 
("What's  an  amenity,  Mom?")  But 


you  should  have  seen  the  look 
on  him  when  he  saw  the  optional 
leather  seats,  stereo  tape  deck 
and  power  windows! 

Why'd  we  buy  him  an  Eagle 
instead  of  an  ordinary  car?  Purely 
selfish  reasons.  After  all, 
he  lets  us  use  it,  too!" 


SAFETY  J 
BA  A 
SHA^Al 


Now  available  for  purchase  or 
lease  at  participating  dealers. 


THE  2-WHEEL/4- WHEEL  DRIVE 


AMERICAN  MOTORS 


■^24)  EPA  EST  MPG,  30  HWY  EST  4-cylinder/4-speed.  Use  these  figures  for  comparison.  Your  results  may  differ  due  to  driving  speed,  weather  conditions  and  trip  length 

Actual  highway  figures  are  probably  lower. 


A  Complex  Concept 
Simply  Defined: 
The  Strategic  Supplier 
Is  A  Partner  In 
Creating  Opportunities. 


In  today's  innovation-oriented  marketplace,  the 
role  of  the  materials  supplier  must  shift  from 
passive  vendor  to  active  contributor  in  product 
advances. 

The  strategic  supplier  looks  beyond  today's  sale  to 
perceive  changing  needs  and  be  ready  with 
solutions.  The  strategic  supplier  is  willing  to  commit 
major  investment  in  technology  to  integrate 
thoroughly  with  your  programs.  The  strategic 
supplier  has  the  ability  to  deliver  global  resources 
and  tangible  support  with  every  product. 

The  strategic  supplier  doesn't  just  seize  opportuni- 
ties but  helps  create  them  in  a  partnership. 
GE  Plastics  is  the  strategic  supplier. 


LEXAN'  NORYL  VALOX 

sheet/fllm/foam/resin  foam/resin 

ULTEIVr  XENOY 


foam/resin  film/foam/resin 
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•  Registered  Trademarks  of  General  Electric  Company 


We  bring  good  things  to  life. 
GENERAL  Hi  ELECTRIC 


For  87  years  the  Smucker  family  has  been 
making  jams,  jellies  and  a  lot  of  money. 
The  question  is  what  to  do  next? 


A  bread  &  butter 
business 


By  Paul  B.  Brown 


F!  aul  H.  Smucker,  66,  who 
™  looks  and  sounds  like  actor 
Jimmy  Stewart,  is  showing  a  visi- 
tor around  Orrville,  Ohio  (pop.  7,51 1 ), 
about  an  hour's  drive  south  of  Cleve- 
land. "That's  my  grandfather's 
house,"  says  the  proud  chairman  of 
the  J.M.  Smucker  Co.  as  he  pulls  out 
of  corporate  headquarters  on  Straw- 
berry Lane.  "Grandfather's  farm, 
where  it  all  began,  was  out 
back.  We  use  the  house  for 
special  meetings  now."  He 
turns  left  onto  Main  Street 
and  about  five  blocks  later 
points  to  a  large  white  house 
on  a  hill.  "That  was  my  fa- 
ther's house.  Tim  [Smucker's 
eldest  son  and  company 
president]  and  his  family  live 
there  now."  Another  couple 
of  turns  and  Smucker  points 
out  his  own  home,  a  Califor- 
nia contemporary,  five  min- 
utes from  the  office. 

"We  like  it  here  in  Orr- 
ville," Smucker  says.  "It  has 
been  good  to  us." 

Sure  has.  Smucker's, 
which  got  its  start  when  Paul 
Smucker's  grandfather,  Jer- 
ome, began  selling  his  home- 
made apple  butter  87  years 
ago,  is  now  the  nation's  lead- 
ing producer  of  jams,  jellies 
and  preserves.  Fiscal  1983 
sales  of  $200  million  includ- 
ed roughly  $  1 50  million  from 
jams  and  jellies — almost  a 
third  of  the  market.  Other 
major  product  lines  include 
fruit  syrups,  ice  cream  top- 
pings and  a  mixture  of  pea- 
nut butter  and  jelly  called 
Goober  Jelly.  The  business 
has   produced  consistently 


sweet  profits.  Its  five-year  average  re- 
turn on  equity  is  15.7%.  The  first  half 
of  fiscal  1984  promises  another  good 
year.  Sales  of  $107  million  were  up 
9%  over  last  year,  and  net  income  of 
$6.4  million  rose  11%. 

But  Paul  Smucker  is  not  all  smiles. 
There  is  the  future  to  worry  over. 
"You  know,"  he  says,  "we  are  having 
the  hardest  time  finding  a  company  to 
join  us."  Smucker's  needs  a  good  ac- 
quisition. There  is  little  growth,  may- 


The  Smuckers:  Tim,  Paul  and  Executive  Vice  President  Kim 
Sweet  success  so  far. 


be  2%  a  year,  in  sight  for  the  jam-and- 
jelly  market.  The  main  competitors — 
Welch's,  Borden's  Bama  brand  and 
Kraft — fight  hard,  both  nationally  and 
regionally,  as  do  generic  and  private 
label  producers. 

Smucker's  has  had  its  share  of  lousy 
acquisitions.  A  packaging  plant,  a 
gourmet  gift  business  and  a  line  of 
pickles  all  eventually  had  to  be  sold. 
Smucker's  has  more  successfully 
strengthened  itself  internally.  It  is 
lean  and  mean.  Sales  have  doubled 
since  1973,  but  the  work  force  has 
shrunk  by  15%.  The  company  is  com- 
peting harder,  too,  in  places  such  as 
the  Deep  South,  where  its  share  of  the 
market  now  is  only  15%.  In  places 
such  as  San  Francisco,  where 
Smucker's  has  won  nearly  two-thirds 
of  the  market,  it  intends  to  increase 
profit  by  selling  more  exotic,  higher- 
margin  jams  and  jellies. 

Still,  the  company  needs  diversity. 
"We  have  met  a  lot  of  good  people  and 
made  a  lot  of  friends,  and  I  have  even 
been  buying  this  one  guy's  lunch  for 
12  years,"  Paul  Smucker  says  of  his 
search  for  an  acquisition,  "but  noth- 
ing has  happened." 

Smucker's  recently  bought  the 
Dickinson  Family,  Inc.,  producers  of 
gourmet  jams  and  jellies,  and  the 
Magic  Shell  line  of  ice  cream 
toppings  from  Foremost- 
McKesson.  Although  those 
products  make  a  neat  fit  and 
are  starting  to  perform  much 
better,  they  account  for  only 
5%  of  Smucker's  sales. 

Other  small  and  medium- 
size  companies  commonly 
experience  Smucker's  diffi- 
culty in  expanding  and  diver- 
sifying without  compromis- 
ing the  bread-and-butter 
business.  Luckily  for  share- 
holders, the  Smuckers  are 
dealing  with  the  problem 
while  -  the  company's  fi- 
nances are  in  top  shape.  The 
family,  which  controls  30% 
of  the  stock,  enjoys  the  luxu- 
ry of  not  being  forced  to  sell 
out.  (If  the  Smuckers  did  sell 
at  recent  stock  prices,  they'd 
get  about  $45  million.) 

"One  of  the  reasons  I 
showed  you  Orrville  is  that  I 
wanted  you  to  understand 
where  we  come  from,"  Paul 
Smucker  tells  his  .guest. 
"How  we  believe  in  treating 
the  other  fellow  as  we  would 
like  to  be  treated,  and  put- 
ting out  the  very  best  prod- 
uct we  can.  I  am  not  sure  we 
could  do  that  working  for 
someone  else."  ■ 
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Is  Rupert  Murdoch  overreaching  in  grab- 
bing for  Warner  Communications?  Not 
bloody  likely.  He's  just  "having  a  fair  go" 
at  building  the  greatest  communications 
empire  the  world  has  seen. 

What  does 
this  man  want? 


By  Tom  O'Hanlon 

"He  said:  'My  name's  Rupert 

Murdoch. .  . .' 
He  says:  'Boys,  I've  made  a  life 
Out  of  buyin '  old  newspapers, 
Changed  around  each  format, 
Added  lots  of  sex  and  crimes. 
When  the  news  is  a  sensation 
It  increases  circulation. . . .' 
"They  said  . . . 

'We  must  think  of  our  fair  city, 
And  it'd  really  be  a  pity 
If  we  ever  sold  the  Sun-Times 
To  someone  the  likes  of  you. '  " 

This  sniggering  doggerel,  to  the 
tune  of  "The  Gambler,"  was  quoted 
in  a  Mike  Royko  column  in  the  Chica- 
go Sun-Times,  and  it  is  typical  of  the 
U.S.  media's  condescending  attitude 
toward  the  Australian  entrepreneur 
currently  bidding  for  giant  Warner 
Communications.  This  smug  dis- 
missal of  Murdoch  borders  on  the  ri- 
diculous. As  if  attracting  readers  and 
increasing  market  share  isn't  a  legiti- 
mate objective  in  newspaper  publish- 
ing. As  if  Rupert  Murdoch,  an  Oxford 
graduate  and  son  of  a  distinguished 
editor,  were  some  kind  of  yahoo.  As  if 
Murdoch's  News  Corp.  Ltd.  published 
only  the  Star  and  the  New  York  Post 
with  their  hey-look-at-me  headlines. 
As  if  he  didn't  also  publish  the  stately 
London  Times,  the  authoritative  daily 
Australian,  the  left-wing  Village  Voice 
and  the  gossipy  but  far  from  sensa- 
tional New  York  magazine.  (The  in- 
sulting jingle  came  too  late;  Murdoch 
had  already  bought  the  Chicago  Sun- 
Times.  Mike  Royko?  He's  jumping  to 
the  competing  Chicago  Tribune.) 

To  a  degree  that  few  people,  least  of 
all  his  fellow  journalists,  yet  under- 
stand or  even  want  to  admit,  Rupert 
Murdoch  is  an  authentic  heir  of  some 
great  publishing  figures  of  the  past,  of 
William  Randolph  Hearst,  of  Henry 
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Luce,  of  Joseph  Pulitzer,  of  Britain's 
Lord  Beaverbrook.  While  most  media 
corporations  today  are  run  by  relative- 
ly colorless,  numbers-oriented  busi- 
nessmen, Rupert  Murdoch,  Austra- 
lian born,  British  educated,  but  now 
domiciled  in  New  York,  almost  alone 
among  them  combines  a  zest  and  a 
feel  for  the  product  with  a  shrewd 
sense  of  the  bottom  line. 

Why  then  did  a  New  York  Times  col- 
umnist recently  call  Murdoch  a  shark 
in  a  snake's  skin?  (This,  in  a  business 
whose  practitioners  are  normally 
elaborately  polite  to  one  another.) 
Why  is  Murdoch  deplored  in  schools 
of  journalism?  Why  did  an  academic 
propose  him  as  "The  Press  Lord  of 
Mass  Ignorance"?  In  part  this  false 
image  stems  from  Murdoch's  engag- 
ingly iconoclastic,  Australian  atti- 
tude, which  offends  many  members 
of  a  profession  accustomed  to  think- 
ing of  themselves  as  above  the  mere 
marketplace. 

Murdoch  is  also  misunderstood  be- 
cause the  media  tend,  collectively,  to 
think  like  New  York  City,  and  New 
York  City  knows  Murdoch  chiefly 
through  the  New  York  Post.  Strident 
the  Post  may  be,  but  it  performs  some 
of  the  most  effective  popular  journal- 
ism in  the  U.S.  While  most  of  the 
media  were  whining  about  their 
rights  because  the  military  refused  to 
take  them  along  on  the  U.S.  liber- 
ation of  Grenada,  a  Post  team  hired  a 
small  boat,  waded  ashore  and  scored  a 
brilliant  scoop.  The  Post's  circulation 
has  doubled  since  Murdoch  took  it 
over  in  1976. 

Does  Murdoch  resent  this  emphatic 
disparity  between  the  media's  garish 
image  of  him  and  the  sober  reality? 
Does  he  yearn  for  greater  public  ac- 
claim? Not  likely.  In  his  sardonic 
view  of  the  world,  he  probably  finds  it 
amusing  that  people  regard  him  as  a 


knave  or  an  enigma,  or  both.  As  a  boy 
at  a  cold-showers-and-stiff-upper-lip 
Australian  prep  school,  Murdoch 
risked  floggings  by  sneaking  off  to  the 
racetrack,  and  he  professed  pacifism, 
not  out  of  conviction,  but  to  scandal- 
ize the  militaristic  masters.  Then  as 
now,  he  enjoys  provoking  people.  He 
is  the  only  owner  of  the  London  Times 
in  the  20th  century  to  refuse  a  peer- 
age. Gentnfication,  in  his  view,  not 
only  doesn't  sell  newspapers  but  also 
has  ruined  once-great  Britain. 

Murdoch  probably  finds  it  useful 
that  people  underestimate  him.  There 
are  few  things  more  helpful  to  an  am- 
bitious businessman  than  to  be  un- 
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Rupert  Murdoch  in  his  New  York  Post  office 

A  zest  and  a  feel  for  the  product  combined  with  a  shrewd  sense  of  the  bottom  line. 


derestimated  by  the  competition. 
This  incorrect  reading  throws  them 
off  guard.  Leads  them  to  dismiss  your 
ingenuity  as  mere  impudence.  In  the 
end  the  competition  wakes  up,  but 
discovers  originality  too  late.  By 
choosing  to  characterize  you  as  a  pur- 
veyor of  sex  and  sensation,  they  will 
overlook  that  you  are  well  on  your 
way  to  becoming  the  most  important 
media  mogul  in  the  world. 

Did  Murdoch's  move  on  Warner 
Communications  surprise  Wall 
Street?  It  shouldn't  have.  Murdoch's 
ambitions  have  long  extended  beyond 
newspapers  and  magazines  and  books. 
As  he  watches  the  transformation  in 


communications  unfold,  Murdoch 
understands  that  news  is,  in  the  end,  a 
form  of  entertainment.  He  under- 
stands that,  in  the  new  world  of  elec- 
tronic media,  entertainment  and 
news  are  merging.  In  this  context,  his 
move  on  Warner  Communications 
might  be  opportunistic  in  its  timing 
but  not  in  its  goal.  It  could  be  a  major 
step  toward  world  leadership  in  com- 
munications software.  Murdoch,  of 
course,  wouldn't  put  it  so  grandly.  But 
what  is  publishing  a  newspaper  or 
magazine  but  the  supreme  value-add- 
ed business — using  paper  and  ink  to 
create  communications  software? 
Warner  is  films,  games,  music.  Are 


the  "artists"  on  Warner's  payroll 
alarmed  by  Murdoch's  move?  Maybe, 
but  the  tough  immigrants  who  found- 
ed Hollywood  would  have  understood 
Rupert  Murdoch. 

What  few  people  have  noticed  is  that 
Murdoch's  aptly  named  News  Corp. 
already  vies  with  Time  Inc.  and  the 
Times  Mirror  Co.  for  world  print  lead- 
ership. News  Corp.'s  global  revenues 
in  the  current  fiscal  year  will  approxi- 
mate $2.1  billion,  slightly  behind 
Times  Mirror's  $2.5  billion  and  even 
getting  close  to  Time  Inc.  's  $2.8  billion 
(excluding  the  now-spunoff  forest 
products  operation).  News  Corp.  is  al- 
ready bigger  than  Gannett  Co.  Of  all 
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the  media  giants,  News  Corp.  is  the 
most  truly  multinational.  It  owns 
some  80  magazines  and  newspapers 
and  is  one  of  the  largest  consumers  of 
newsprint.  Ink  is  only  part  of  it.  News 
Corp.  is  big  in  TV,  in  travel — a  form  of 
entertainment — and  in  gambling. 
Murdoch  has  dabbled  in  films;  he  co- 
produced  the  excellent  Gallipoli.  The 
table  opposite  gives  a  more  detailed 
idea  of  the  empire's  extent. 

Ask  Murdoch  about  his  plans,  as  an 
Australian  newspaper  recently  did, 
and  he  replies:  "People  think  I  work 
to  some  great  ten-year  plan.  I  don't. 
We  look  at  opportunities  as  they 
come  along."  What  he  doesn't  say,  but 
would  be  justified  in  saying,  is 
that  his  opportunism  is  in- 
formed with  a  vision,  intuitive 
rather  than  learned,  that  goes 
beyond  the  numbers  he  under- 
stands so  well  to  the  market- 
ing and  technological  realities. 

The  numbers  themselves 
are  pretty  impressive.  In  the 
fiscal  year  ending  last  June  30, 
News  Corp.  had  revenues  of 
$1.4  billion  and  operating 
earnings  of  some  $146  mil- 
lion— a  very  nice  10.5%.  After 
taxes  and  interest,  about  half 
of  that  came  down  to  the  bot- 
tom line.  Even  with  a  huge  and 
continuing  drain  from  the  New 
York  Post,  Murdoch's  U.S.  oper- 
ations were  comfortably  in  the 
black.  As  it  dawned  on  the  fi- 
nancial world,  if  not  on  the 
media  world,  that  Murdoch 
was  in  good  shape,  investors 
bid  News  Corp.  shares,  traded 
mostly  in  his  native  Australia, 
upward  by  500%  last  year. 

But  is  this  big  enough  to  fi- 
nance a  grab  at  Warner  Com- 
munications, a  $3.3  billion 
(sales)  operation?  Yes.  In  fact, 
News  Corp.'s  earnings  and  as- 
sets are  probably  understated. 
Evidence:  Needing  cash  in 
1983,  News  Corp.  raised  $68  million 
by  selling  some  oil  interests.  News 
Corp.  owns  50%  of  Australia's  big 
private  air  carrier,  Ansett  Transport 
Industries,  bought  for  around  $80  mil- 
lion in  1979.  Murdoch  recently  said: 
"If  it  became  necessary  for  me  to  raise 
$500  million  quickly  and  we  had  to 
consider  what  had  to  be  sold,  we'd 
look  at  Ansett.  But  we  don't  need 
$500  million  just  now." 

Then  there  is  Reuters,  the  U.K.- 
based  news  agency  in  which  News 
Corp.  has  a  10%  interest  by  right  of  its 
ownership  of  newspapers  in  Britain 
and  Australia.  Reuters  has  a  crown 
jewel,  Monitor,  a  24-hour  service  to 
banks,  brokers  and  other  institutions. 


Monitor  has  become  a  lush  profit- 
making  entity.  Some  30,000  Monitor 
terminals  around  the  world  supply 
London  prices  and  data  on  commod- 
ities, currency  exchange  rates  and  a 
full  menu  of  other  indispensable  fi- 
nancial information.  Reuters  will 
probably  soon  go  public.  The  value  of 
News  Corp.'s  share  in  Reuters,  ana- 
lysts say,  will  be  about  $150  million. 

In  short,  if  Murdoch  doesn't  have 
the  price  of  Warner  in  his  petty  cash 
box,  he  can  raise  it  quickly  enough. 

Murdoch  built  all  this  in  30  years.  If 
that  sounds  long,  one  must  remember 
that  he  built  from  virtual  scratch  and 
comes  from  a  relatively  obscure  cor- 


Young  Murdoch  playing  "2-Up"  in  Adelaide 
Speculator,  gambler,  maximum  believer  in  the 
marginal  utility  of  money.  All  these,  combined 
with  a  natural  competitiveness  and  a  passion for 
building  something  truly  big.  "Ruthless"  today. 
"Sage"  tomorrow? 


ner  of  the  world.  Did  he  do  it  on  vision 
alone?  No,  he  was  born  with  a  solid 
respect  for  dollars,  pounds  and  pence. 
His  assiduous  attention  to  the  keen- 
est cost-cutting  is  manifest  in  the  fine 
print  of  News  Corp.'s  financial  state- 
ments, as  well  as  in  its  paucity  of 
Olympian  office  structures. 

The  low  tax  rate  of  21%,  for  exam- 
ple, is  achieved  by  balancing  interest 
payments  against  geographic  and  sub- 
sidiary performances.  Controllers 
have  been  trained  to  clip  expenses, 
like  the  Highland  shepherds  of  Mur- 
doch's ancestry  shearing  their  own 
sheep.  "Rupert,"  observes  a  student  of 
his  eccentric  style,  "always  wants  to 
find  a  way  of  making  a  quarter  do  the 


work  of  a  dollar."  Unflagging  attacks 
on  featherbedding  have  been  com- 
bined with  judicious  and  large  invest- 
ments in  machinery  and  equipment. 

Murdoch  arrived  smiling  in  Chica- 
go last  November  to  celebrate  the  pur- 
chase from  the  Field  family  of  the 
Chicago  Sun-Times  for  around  $100 
million.  No  wonder  he  was  in  such 
high  good  humor.  While  the  price  was 
high  for  a  nonmonopoly  newspaper, 
Murdoch  got  a  lot  for  his  money.  At 
half  the  estimated  annual  revenues  of 
$200  million,  the  profitable  daily  and 
Sunday  papers  seem  like  another  one 
of  Murdoch's  timely  buys,  thanks  to  a 
quarrel  between  descendants  of 
founder  Marshall  Field  over 
the  use  of  inherited  assets. 
Along  with  the  daily  and  Sun- 
day papers,  whose  circulations 
exceed  600,000,  Murdoch  got 
some  $30  million  worth  of  real 
estate  and  two  profitable  syn- 
dicated news  and  feature 
services. 

The  Sun-Times  also  brought 
him  a  piece  of  an  interesting 
venture,  Keycom.  This  elec- 
tronic publisher's  teletext 
magazine  has  been  transmit- 
ting for  over  a  year,  while  its 
videotex  system  will  have  a 
trial  run  in  the  Chicago  area  in 
April.  Supplying  printed  infor- 
mation and  advertising  to  tele- 
vision screens  in  the  U.S.  is  an 
unseasoned,  infant  business. 
Time  Inc.  shelved  its  teletext 
experiment  in  1983,  but  Mur- 
doch, eager  to  try  every  niche 
of  the  software  industry,  will 
not  run  up  big  losses.  With 
Keycom  he  can,  at  small  risk, 
compare  results  in  Chicago 
with  those  collated  by  the 
managers  of  his  newspapers  in 
San  Antonio,  who  ran  an  ex- 
perimental service  there  on  a 
local  cable  channel. 
Murdoch's  lunge  at  Warner 
makes  sense  in  this  context.  As  li- 
censee of  two  Australian  television 
stations  in  Sydney  and  Melbourne 
and  the  proprietor  of  one  of  that  conti- 
nent's TV  networks,  he  is  well  versed 
in  the  inherent  values  of  Hollywood's 
television  and  movie  studios.  Warner 
Communications  is  a  big  enterprise 
(assets,  $3.2  billion)  with  spokes  radi- 
ating into  nearly  every  area  of  com- 
munications and  entertainment.  But 
why  Warner?  The  price  seemed  right. 
A  quarter  doing  the  work  of  a  dollar. 
Warner's  1983  aftertax  losses  of  $425 
million,  principally  in  the  Atari  home 
computer  and  games  division,  had 
sent  its  stock  diving  to  the  low  20s 
and  within  Murdoch's  reach. 
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A  PRESS  LORD'S  DOMAIN 


In  30  years  Rupert  Murdoch  has  parlayed  News 
Corp.,  a  struggling  two-paper  publisher  in  Adelaide, 
into  a  three-continent  conglomerate.  Here,  a  list  of 
his  reported  holdings,  which  go  far  beyond  papers. 
Targets  of  opportunity  include  oil,  gambling,  travel 
and  satellite  broadcasting.  Opportunism  pays:  Mur- 
doch's personal  fortune  now  tops  $275  million. 


NEWSPAPERS! 


Australia:  The  Australian;  Daily  Mirror;  Daily  Tele- 
graph; Sunday  Telegraph;  The  News;  Sunday  Mail; 
Daily  Sun;  Sunday  Sun;  Sunday  Times;  Cumber- 
land Newspapers;  Northern  Territory  News;  North- 
ern Daily  Leader;  Townsville  Bulletin  (60%  inter- 
est); Wimmera  Mail  Times;  other  provincial  papers. 
New  Zealand:  Independent  Newspapers  (22%  in- 
terest) U.K.:  The  Times;  The  Sunday  Times;  The 
Sun;  News  of  the  World;  Times  Literary  Supple- 
ment; U.S.:  New  York  Post;  Chicago  Sun-Times; 
Sunday  Sun-Times;  Boston  Herald;  Sunday  Boston 
Herald;  San  Antonio  Express;  The  News;  Sunday 
Express-News. 


MAGS,  BOOKS, 
RECORDINGS! 


Australia:  New  Idea;  TV  Week;  Bay  Books;  Angus  &  Robertson 
Publishers;  Festival  Records.  U.S.:  The  Star;  New  York;  Village 
Voice;  U.K.:  Wm.  Collins  &  Sons;  Times  Books. 


7t? 


SERVICES...ELECTRONIC  PUBLISHING-FILMS  ...SATELLITE  BROADCASTING. 


YOU  NAME  IT 


NEWS  SERVICES— U.K.:  Reuters  (10%  interest).  U.S.:  Indepen- 
dent Press  Service;  Field  Newspaper  Syndicate.  ELECTRONIC 
PUBLISHING— Australia:  Computer  Power  (33%  interest).  U.S.: 
Keycom  Electronic  Publishing  (16%  interest  with  Honeywell  and 
Centel  Corp.).  FILMS— Australia:  Associated  R&R  Films  (50% 
interest).  TV— Australia:  Channel  TEN- 
10;  Channel  ATV-10.  U.S.:  News  Group 
Productions.  DIRECT  SATELLITE 
BROADCASTING— U.K.  and  Europe: 
Satellite  Television  Pic.  U.S.:  Skyband. 
PAPERMAKING— U.K.:  C.  Townsend 
Hook  &  Co.  OTHER  COMMUNICATIONS 


LOTTO 


INTERESTS— U.S.:  Warner  Communications  (News  Corp.  has  re- 
cently purchased  7%  of  Warner's  stock);  Metromedia  (News  Corp. 
has  contributed  $10  million  to  a  limited  partnership  that  proposes  to 
take  Metromedia  private  for  $1.45  billion).  MISCELLANEOUS 
INTERESTS— Australia:  F.S.  Falkiner  &  Sons  (ranching  and  agricul- 
ture); Ansett  Transport  Industries  (50%— airlines,  travel  service, 
hotels  and  resorts,  financial  services);  Lotto  Management  Services 
and  Australian  Soccer  Pools  (33%);  Shell  Consortium  (20%— oil  & 
gas  exploration);  News-Eagle  Partnership 
(80%— oil  &  gas  exploration).  U.S.: 
Games  Management  Services  (50% — op- 
erates New  York  State  Lotto). 


50%  interest  in 
Games  Management  Services 


...HE'S  GOT  IT! 
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The  name  of  the  game  is  getting  read 


Lord  Northdiffe 


Lord  Beaverbrook 


Cecil  King 


Says  one  observer  of 
the  British  newspaper 
scene:  "There's  nothing 
like  a  broken-down  aristo- 
crat, fresh  out  of  Cam- 
bridge and  wearing  a  new 
suit  of  clothes,  to  make  a 
first-class  gossip  colum- 
nist." You  mean,  sir,  a  fel- 
low without  a  journalism 
degree?  That's  what  we 
mean.  The  American- 
style  J-school  doesn't  ex- 
ist in  Great  Britain.  Many 
British  journalists  are  not 
university  graduates  at  all 
but  young  people  who 
served  an  apprenticeship 
on  a  provincial  newspaper  Fleet  Street  in  1890 

after  finishing  secondary  

school.  Others,  like  the  hypothetical  gossip  columnist 
mentioned  above,  are  hired  fresh  from  university.  One 
result  is  a  different  kind  of  journalism  from  that  gener- 
ally practiced  in  the  U.S.  Many  American  journalists 
look  down  upon  most  British  papers  as  sensational  and 
shallow,  but  the  fact  remains  that,  at  a  time  when 
many  U.S.  newspapers  are  dying  and  the  public 


is 


turning  to  the  tube,  the 
British  daily  press  contin- 
ues to  get  bought  and 
read.  If  the  American 
press  struggles  to  advance 
social  justice  and  to 
achieve  something  called 
responsibility,  the  British 
press  struggles  to  be 
bright  and  inventive  and 
to  be  involved  with  what 
actually  interests  ordi- 
nary men  and  women.  If 
what  interests  them  is 
what  the  British  call  tit- 
and-thigh  journalism,  so 
be  it.  The  name  of  the 
game  in  the  U.S.  is  a  Pulit- 
zer prize;  in  Britain,  at- 

  tracting     readers.  Nor 

should  the  pundits  of  U.S.  journalism  sneer:  Out  of  this 
great  British  tradition  of  writing  for  the  masses  came 
George  Orwell,  Evelyn  Waugh,  Malcolm  Muggeridge. 
Rupert  Murdoch  entered  this  lively  jungle  world  in  his 
late  teens  when,  prior  to  entering  Oxford  and  during 
vacations,  he  worked  on  Lord  Iliffe's  very  provincial 
Birmingham  Gazette  as  a  junior  reporter. — T.O. 


George  Orwell 


Evelyn  Waugb 


Malcolm  Muggeridge 
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Murdoch  might  not  get  Warner. 
That  company's  chairman,  Steven 
Ross,  seems  determined  to  thwart 
him.  But  never  mind.  A  Ross  white 
knight  would  have  to  offer  a  hand- 
some premium,  and  Murdoch  already 
owns  4.5  million  Warner  shares  pur- 
chased at  an  average  price  of  $22.45.  If 
he  loses  Warner?  There's  always  the 
chance  of  trading  his  Warner  shares 
for  choice  pieces  of  the  company.  But 
those  who  think  Warner  is  "too  big" 
for  Murdoch  simply  do  not  under- 
stand the  man. 

While  exploring  the  new  technol- 
ogies like  videotex  and  bidding  for 
software  libraries  like  Warner,  Mur- 
doch is  by  no  means  abandon- 
ing print.  Yes,  he  is  aware  that 
something  called  the  knowl- 
edge society  may  replace  in- 
dustrial activity.  But  he  real- 
izes that  the  technological 
shape  of  that  future  is  unpre- 
dictable. He  and  his  aides  keep 
abreast  of  such  new  technol- 
ogies as  satellite  transponders 
and  microprocessors,  the  ca- 
bled metropolis  and  whatnot. 
Not  a  man  to  spend  an  unnec- 
essary nickel  on  research, 
Murdoch  in  1966  began  using 
facsimile  transmission  to 
some  of  his  printing  plants  in 
Australia — a  country  almost 
as  large  as  the  continental 
U.S. — nine  years  before  the 
Wall  Street  Journal  and  Comsat 
developed  satellite  transmis- 
sion. Stuffing  newspapers  into 
digital  form  for  transmission 
to  the  home  television  set  is  a 
brilliant  engineering  feat,  but 
will  it  pay?  Murdoch  is  not 
sure.  Print  still  has  advan- 
tages. If  displayed  as  text  on  a 
cable-connected  television  set 
with  75  words  on  the  screen, 
the  average  paper  would  re- 
quire 60  hours  of  reading  time.  A  pro- 
ficient reader  can,  for  30  cents  or  less, 
scan  and  gut  his  favorite  paper,  in  its 
traditional  form,  in  an  hour. 

So  leave  the  technological  pioneer- 
ing to  others.  Murdoch  wants  to  sup- 
ply software.  "Let  someone  else  own 
the  satellites,"  he  said  recently.  "I 
wish  someone  else  would  own  all  the 
printing  presses  for  us."  No  heavy 
commitment  of  capital  to  technol- 
ogies that  can  turn  obsolete  over- 
night. He  likens  his  satellite  leases  to 
buying  time  on  a  printing  press. 

He  is  well  aware  that  satellite 
broadcasting  has  made  sending  fac- 
simile pages  across  huge  distances  al- 
most independent  of  cost.  Even  with- 
out satellite  transmission,  in  the  U.S. 
today  a  national  advertiser  can,  with  a 


single  telephone  call,  order  an  adver- 
tisement to  appear  in  all  1,600  daily 
newspapers.  This  may  turn  out  to  be  a 
big  bonanza  for  Murdoch's  print  en- 
terprises. Murdoch's  News  Corp.  of- 
fers not  only  mass  marketing  cover- 
age of  17  sprawling  urban  areas 
around  the  world  but  also  blanket 
coverage  of  Australia,  the  U.K.  and 
the  supermarket  shoppers  of  the  U.S. 
If  satellite  facsimile  transmission  be- 
comes the  rule,  Murdoch  will  have 
the  largest  share  of  the  world  market. 

With  that  possible  turn  of  the  busi- 
ness in  mind,  one  can  see  why  Mur- 
doch may  have  picked  up  moneylos- 
ing  papers  like  the  New  York  Post  and 


Murdoch  in  1982,  making  news  fighting  the  Daily  News 
Does  he  yearn  for  more  acclaim?  Not  likely.  In  his 
sardonic  view,  he  probably  finds  it  amusing  that 
people  see  him  as  a  knave  or  an  enigma,  or  both. 


the  Boston  Herald.  The  Boston  Herald 
cost  just  $1  million.  Though  a  money- 
loser,  it  gives  the  Murdoch  group  en- 
try into  yet  another  major  market. 

Note  that  Murdoch  likes  to  break 
into  new  markets  with  modest  in- 
vestments. In  that  sense  he  is  more  a 
gambler  than  many  of  his  competi- 
tors, who  prefer  to  play  it  safe,  paying 
top  dollar  for  profitable  properties.  In 
part  Murdoch,  lacking  capital  to  start, 
had  no  choice  but  to  shop  for  bargains. 
But  it  is  also  probable  that  it  pleases 
him  to  get  a  property  cheap  and,  by 
his  own  efforts,  turn  it  into  something 
valuable.  His  biggest  bargain  was  the 
London-based  Sun  (circulation  4  mil- 
lion), snared  for  $250,000.  In  all, 
News  Corp.'s  65  million  total  weekly 
circulation  must  have  been  acquired 


at  the  lowest  cost  in  history. 

He's  an  unusual  mixture,  Rupert 
Murdoch.  Part  accountant,  part  gam- 
bler, part  brilliant  marketer,  part 
shrewd  journalist.  Nobody  can  mar- 
shal a  statistical  case  with  more  felic- 
ity or  persuasiveness  than  Murdoch; 
his  brain  neatly  stores  data  like  a 
well-programmed  microcomputer. 
But  in  addressing  a  New  York  market- 
ing group,  which  made  him  its  Mar- 
keter of  the  Year  for  almost  doubling 
the  circulation  of  the  Mew  York  Post, 
Murdoch  bit  hard  on  the  hand  that  fed 
him.  "Research  is  no  substitute  for 
experience,"  he  lectured  the  experts 
in  1981.  "It  is  futile  to  try  to  measure 
what  people  want  to  read  in 
their  newspapers.  Most  will 
tell  you  what  they  think  that 
they  want,  or  should  want,  to 
read,  but  not  what  they'll  ac- 
tually buy  and  look  at.  If  such 
polls  reflected  reality,  there 
would  be  a  boom  in  literary 
supplements." 

Murdoch's  basic  vision  is 
simple  enough.  People  work 
eight  hours,  sleep  eight  and,  in 
the  other  eight,  are  looking  for 
something  to  do.  What  they 
are  not  looking  for  are  ser- 
mons or  exhortations.  They 
want  to  be  entertained,  and 
Murdoch  will  offer  a  wide  ar- 
ray of  products  to  entertain 
them.  Do  they  want  highbrow 
diversion,  uplift?  There's  the 
Times  of  London.  Trendiness? 
New  York  magazine.  Trendi- 
ness with  a  leftward  slant? 
The  Village  Voice.  Racing  forms 
and  guides  for  TV?  Those,  too. 
It's  not  random  diversification 
that  News  Corp.  is  a  coman- 
ager  of  Lotto,  a  long-odds  gam- 
bling game  in  New  York  State 
and  one  Australian  state,  as 
well  as  a  manager  of  soccer 
pools  throughout  Australia.  Or  that 
Ansett,  50%  News  Corp. -owned,  is 
heavily  into  resort  hotels. 

An  understanding  of  such  things  is 
bred  into  Rupert  Murdoch.  He  learned 
them  in  no  school.  His  greatest  asset 
is  serenity  born  of  immense  self-con- 
fidence. He  has  already  demonstrated, 
first  in  Australia,  then  in  the  U.K., 
now  in  the  U.S.,  that  the  big  league 
members  of  the  tightest  establish- 
ment club  of  them  all — publishing — 
do  not  have  an  unbreakable  grip  on 
the  market.  With  Warner,  he  would 
like  to  prove  that  the  entertainment 
establishment  is  no  more  inviolable. 

Although  Murdoch  has  had  to  fight 
his  way  against  the  establishment,  he 
is  not  entirely  an  outsider  to  it.  Ru- 
pert Murdoch  was  born  in  1931,  the 
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Now  Xerox  offers 
the  best  of  both  worlds 
for  the  price  of  one. 


XEROX 


6r  the  first  time  ever, 
3u  can  get  the  most 
dvanced  Xerox 
mnufacturing 
rftware,  plus  an  IBM 
lainframe  computer, 
1  one  complete, 
ffordable  system. 

It's  a  new  concept  in  computing.  The  Xerox 
"nkey  Manufacturing  System  includes  every- 
ng  you  need  for  dependable,  comprehensive 
ormation  management.  It's  the  very  first  sys- 
i  to  bundle  an  IBM  mainframe  with  efficient, 
lustry-tested  manufacturing,  financial,  and 
tribution  software. 

^nd  because  it's  an  off-the-shelf  system,  it 
1  be  acquired  and  fully  installed  at  a  price  you 
rer  thought  possible. 

But  price  isn't  the  only  thing  that's  remark- 

le.  You  get  everything  you  need  to  run  the  sys- 
i.  You  don't  have  to  buy  various  components 
m  different  vendors  and  then  build  inter- 
es  yourself.  It's  all  been  done  for  you.  So 
re's  no  data  processing  staff  to  hire, 
rhe  Xerox  Computer  Services  turnkey  system 
>  an  advanced  architecture  that  completely 
^grates  business  applications  software,  per- 
lal  computing,  information  center  software, 
vision  support  systems,  a  database  manager, 
i  fourth-generation  languages.  Each  with  user- 
indly  screens  and  "help"  functions.  Your  cur- 
rent personnel  can  develop  their  own 
applications  and  handle  their 
own  information  needs  with- 
out assistance. 
8      That  means  you  get  fast, 
economical  installation,  plus 
immediate  payback  in 


improved  productivity  and  management  control. 
All  with  minimum  overhead. 

And  what  about  support?  Xerox  technical 
experts  understand  the  manufacturing  business 
and  will  help  you  with  your  system,  from  initial 
site  planning  to  telephone  hotline  support  after 
you're  up  and  running.  Of  course,  full  documen- 
tation, training,  and  software  maintenance  are 
part  of  the  package. 

Best  of  all,  this  may  be  the  last  software 
decision  you'll  ever  have  to  make.  As  your  busi- 
ness expands  and  it's  time  to  move  to  a  larger 
computer,  you  can  run  the  same  software 
on  any  IBM  mainframe,  starting  with  the  small- 
est 4300  series  system  up  through  the  powerful 
3084  model. 

Have  the  best  of  both  worlds  in  your  world. 

If  you  need  better  control  over  your  operations, 
but  are  concerned  about  finding  a  system  that 
really  fits  your  requirements  and  budget,  let  us 
tell  you  about  our  simple  solution ...  the  Xerox 
Turnkey  Manufacturing  System.  Just  fill  in  the 
coupon  and  we'll  send  you  complete  information 
and  pricing  by  return  mail.  Or  call  Ron  Rich  at 
(213)  306-4000. 

XEROX  COMPUTER  SERVICES 
c/o  Ron  Rich,  5310  Beethoven  Street 
Los  Angeles,  California  90066 

Your  ad  was  very  timely.  We're  planning  on  buy- 
ing a  new  system  within  □  30  days  □  90  days 

□  6  months  □  1  year. 

□  Have  a  sales  rep  call  me  immediately. 

□  Send  me  more  detailed  information. 

Name/Title  


Company . 
Street  


City 
Zip  _ 


State 


Phone 


FO/01/30/84 


Xerox®  is  a  trademark  of  XEROX  CORPORATION. 

IBM®  is  a  trademark  of  International  Business  Machines  Corporation 


only  son  of  Sir  Keith  Murdoch, 
founder  of  Australia's  biggest  media 
company.  Rupert  grew  up  with  the 
acrid  fumes  of  typographer's  melting 
lead  and  fresh  printer's  ink  in  his  nos- 
trils. Sir  Keith  was  on  first-name 
terms  with  the  top  politicians  of  his 
day,  from  Sir  Winston  Churchill  to 
Harry  Truman.  Rupert  became  used 
to  the  presence  around  the  family 
home  in  Melbourne  of  business  and 
political  leaders  who  were  distant  and 
lofty  eminences  to  most  people.  But 
Rupert  was  not  born  to  wealth  nor  did 
he  have  a  handsome  inheritance:  Sir 
Keith  lived  close  to  the  limits  of  his 
means  and  left  only  a  modest  estate. 

Young  Rupert  was  packed 
off,  first  to  the  elite  Geelong 
school  in  Australia,  then  to 
Oxford  for  three  years.  At  Ox- 
ford he  quickly  demonstrated 
his  Australian  nose-thumbing 
at  the  effete  British  establish- 
ment. He  installed  in  his  room 
a  bust  of  Lenin.  Was  young 
Rupert  a  Bolshevik?  Not  like- 
ly. It  was  his  manner  of  sneer- 
ing at  the  milquetoast  social- 
ism so  popular  in  those  hal- 
lowed precincts.  It  was  his 
way  of  saying:  What  do  you 
fops  know  of  socialism?  To 
this  day,  Murdoch  enjoys  ex- 
pressing outrageous  opinions 
just  to  see  how  people  will 
react.  But,  supping  with  the 
rich  and  famous  today,  more 
interested  in  learning  than  in 
impressing,  he  is  more  likely 
to  listen  than  to  talk. 

Murdoch  worked  as  a  junior 
reporter  on  the  Birmingham 
Gazette,  later  as  a  sub-editor  on 
Lord  Beaverbrook's  Daily  Ex- 
press. Murdoch  learned  more 
from  entrepreneur  Beaver- 
brook's style  than  from  the 
careful  utterances  of  his  sala- 
ried father.  Chutzpah,  Beaver- 
brook  style,  was  lesson 
number  one.  Murdoch  took  in 
everything  at  the  Express,  in- 
cluding the  lord's  formula,  as 
expressed  to  his  great  editor, 
Arthur  Christiansen.  The  per- 
fect paper,  Beaverbrook 
thought,  should  be  so  com- 
posed that  upon  glancing  at  the  front- 
page headline  the  reader  would  gasp 
"Good  Christ,"  he  would  be  moved  by 
the  center  spread  to  utter  "Good  f— " 
and  would  be  encouraged  by  the  lively 
sporting  back  page  to  sign  off  with 
"Good  luck." 

His  father  died  suddenly  when  Ru- 
pert was  21  and,  using  money  from 
his  father's  modest  estate,  Rupert 
bought  the  first  paper  he  could  afford, 


the  antique  Perth  Sunday  Times.  This 
was  Murdoch's  first  triumphant  dis- 
play of  showmanship  and  selling  tal- 
ent. He  could  afford  only  two  sales- 
men for  the  classified  section  when 
the  paper  was  converted  into  a  tab- 
loid. Now  the  Sunday  Times  has  a  sales 
force  of  100  and  puts  out  a  320-page 
edition,  with  as  many  as  100  pages  of 
classified  advertising. 

From  working  in  Fleet  Street  for 
Beaverbrook,  Murdoch  found  out  ear- 
ly that  the  mass  audience  of  a  success- 
ful newspaper  drifts  away  if  battered 
endlessly  by  fashionable  invitations 
to  join  worthy  causes.  Because  he 
does  not  believe  in  preaching,  many 


U.S.  journalists  profess  disdain  for 
Murdoch.  It  is  only  fair  to  point  out 
that,  unlike  most  U.S.  publishers  to- 
day, Murdoch  and  his  mentor  Beaver- 
brook did  not  enjoy  monopolies. 

Almost  from  the  start,  too,  Mur- 
doch practiced  the  other  Beaverbrook 
maxim:  There  should  be  only  one 
boss.  Delegation  of  authority  is  both 
desirable  and  necessary — but  also 
limited.  When  Murdoch  exercises  the 


privileges  of  ownership,  which  is  sel- 
dom enough,  his  collisions  with  edi- 
tors sometimes  are  recounted  with 
venom  on  the  front  pages  of  opposi- 
tion papers,  indeed  even  in  books. 
Murdoch's  free  and  charming  manner 
has  persuaded  not  a  few  brilliant  edi- 
tors that  they  are  partners  with  the 
boss.  At  least  one  editor  learned  dif- 
ferently and,  in  a  recent  book,  has 
expressed  his  outrage  at  being  fired. 

Murdoch  will  give  a  job  to  anyone 
who  can  make  the  sales  chart  move. 
His  papers  have  attracted  and  held 
people  who  have  no  aversion  to  dem- 
onstrating merchandising  flair,  the 
sort  of  employees  who,  in  other  en- 
deavors, would  be  well  re- 
warded if  they  were  brand 
managers.  A  Murdoch  editor 
will  be  circulation-oriented 
rather  than  good-cause-orient- 
ed. People  trained  in  Fleet 
Street  adapt  better  to  this 
genre  of  journalism  than 
Americans  who  emerge  from 
the  cloisters  of  journalism 
schools  with  a  hankering  to 
write  foreign  policy  essays  and 
columns  of  intellectual  exclu- 
siveness  for  their  friends  and 
to  advise  less-favored  neigh- 
bors on  cultural  trends. 

"The  problem  with  Ameri- 
can journalism,"  says  Mur- 
doch, "is  that  they  simply 
don't  know  how  to  compete. 
They  go  to  journalism  school, 
listen  to  failed  editors  dressed 
up  as  professors.  And  they  go 
into  the  world,  to  90%  or  95% 
of  the  newspaper  jobs,  where, 
indeed,  they  don't  compete." 

What  makes  Rupert  run?  A 
natural  competitiveness  and  a 
passion  for  building  some- 
thing truly  big.  In  his  own 
words:  "Money  in  itself 
doesn't  interest  me.- But  you 
must  make  money  to  go  on 
building  the  business." 

At  52,  Murdoch  has  plenty 
of  time  to  make  money,  to  ob- 
serve the  evolution  in  commu- 
nications and  to  play  a  promi- 
nent role  in  it. 

A  prediction:  By  the  time 
Rupert  Murdoch  retires  to  his 
Australian  farm  in  the  21st  century, 
his  current  vulgar  image  will  have 
faded,  and  he  will  be  regarded  as  a  sage 
who  followed  opportunity  where  it 
led  and  put  together  a  global  empire  in 
what  may  be  the  21st  century's  great- 
est industry,  communications.  He 
will  have  done  it  not  by  joining  the 
establishment,  but  by  flouting  it.  And 
with  a  certain  ruthlessness,  but  with- 
out any  bluster  at  all.  ■ 


Rupert  at  5,  with  fond  father,  Sir  Keith  Murdoch 
Reared  to  live  and  breathe  the  newspaper  game, 
inquisitive  and  acquisitive  eyes  talcing  in  every- 
thing his  first  teacher  told  him — and  a  great  deal 
more  besides. 
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Bob  Galvin  took  the  motor  out  of  Motorola 
and  bet  on  semiconductors,  communica- 
tions and  computers.  Now  it  looks  as  if  the 
payoff  is  beginning. 


"Underpromise, 
overperform" 


Motorola's  troika:  Chairman  Galvin,  Vice  Chairman  Weisz,  President  Mitchell 
"We  don't  try  to  shoot  off  out  mouth  too  much." 


By  Jill  Bettner 


1AST  MONTH,  WITH  HARDLY  a 
_  whimper,  Motorola  built  its 
I  last  car  radio  in  the  U.S.  Now 
for  the  bang.  Chairman  Bob  Galvin 
has  put  together  the  electronic  pieces 
he  wanted,  and  they  just  might  fit. 
His  plan  is  to  keep  rolling  in  the  prof- 
its from  his  $2.5  billion-a-year  semi- 
conductor business  while  exploiting 
such  new  communications  markets 
as  mobile  telephones,  and  pushing 
into  the  computer-run  electronic  of- 
fice business.  Producing  and  selling 


chips  through  computers  makes  Mo- 
torola the  most  integrated  of  U.S. 
electronics  companies,  creating  envi- 
able stability  in  a  rock-and-roll  busi- 
ness and  opening  the  possibility  of 
technological  leaps,  what  can  come 
from  combining  these  technologies? 
Maybe  items  like  the  briefcase  send- 
receive  computer  developed  last  year 
with  IBM.  After  all,  Galvin  wants  Mo- 
torola to  be  a  $15  billion-a-year  giant 
in  another  decade. 

"Data,  communications  and  semi- 
conductors are  our  three  legs,  but  if 
somebody  were  to  say,  'Now,  there's 


Motorola,'  I'd  say,  'That's  not  really 
it,'  "  says  Galvin.  He  means  Motorola 
must  be  on  the  lookout  for  something 
new  all  the  time. 

"One  hears  the  ill-advised  com- 
ment that  because  we're  a  $4  billion 
company,  we  can't  think  of  things 
that  are  less  than  $100  million,"  he 
says.  "If  we  expect  to  be  in  business  in 
another  50  years,  we  better  be  identi- 
fying some  $300,000  businesses,  may- 
be some  $30,000  businesses." 

Some  infant  ventures:  making  plas- 
ma gas  used  for  semiconductor  pro- 
duction, and  ceramic-electronics  used 
in  sensors  and  speakers.  Galvin  sees 
these  and  others  continuing  the  pro- 
cess of  Motorola's  "self -renewal"  be- 
gun since  he  ceded  his  consumer  elec- 
tronics business  to  the  Japanese  in  the 
mid-Seventies. 

Motorola  is  possibly  the  broadest- 
line  parts  supplier  to  industry  and 
government.  Revenues  have  tripled  in 
the  past  decade,  to  $4  billion-plus  last 
year.  Over  that  time  it  has  earned  an 
average  of  almost  14%  on  sharehold- 
ers' equity.  Last  year's  profits  topped 
$200  million.  Accordingly,  the  stock 
carries  a  price/earnings  ratio  of  26 — a 
big  premium  over  the  market.  But  it 
indicates  Motorola's  newfound  blue 
chip  status  with  investors,  even  at  a 
recent  price  of  $139  a  share. 

So  far,  so  good.  Motorola  last  year 
finally  caught  and  tied  Texas  Instru- 
ments for  world  sales  in  chips  and 
grabbed  an  early  lead  in  cellular  mo- 
bile telephones,  a  brand-new  market 
potentially  worth  $10  billion  in  the 
next  decade.  Motorola  makes  both 
the  switching  equipment  that  hands 
off  the  signal  from  one  "cell"  to  an- 
other and  the  car  phones  themselves, 
and  already  has  contracts  worth  sev- 
eral hundred  million  dollars  to  wire 
cities  in  the  U.S.,  U.K.  and  South  Ko- 
rea. Motorola  is  even  helping  design 
Japan's  mobile  telephone  network. 

There  is  even  the  chance  that  its 
computer  business  might  work.  Two 
years  ago  Motorola  paid — some  say 
overpaid — nearly  $250  million  for 
Four-Phase  Systems,  a  smallish  Cu- 
pertino, Calif,  computer  manufactur- 
er with  $250  million  in  sales  and  a 
potful  of  red  ink,  obsolete  products 
and  an  IBM-dominated  market.  But 
the  company  did  have  a  strong  sales 
and  service  force  for  its  desktop  termi- 
nals and  the  software  to  link  them 
with  a  mainframe  and  other  office 
equipment.  Motorola's  goal  was  to  tie 
this  business  into  its  own  chipmaking 
ability.  A  Motorola-designed  line  of 
Four-Phase  hardware  and  software  fi- 
nally debuted  last  fall  and  is  selling 
well  to  old  customers.  A  later  genera- 
tion of  Four-Phase  machines  is  ex- 
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pected  this  spring,  and  the  troubled 
company  may  finally  break  even  in 
the  first  half. 

Don't  think  Galvin's  decision  in 
1974  to  sell  his  bleeding  Quasar  TV 
business  to  Japan's  Matsushita  was 
easy.  It's  never  easy  to  say  quit  in  a 
family  business.  His  father,  Paul,  was 
Motorola's  founder,  starting  in  1928 
with  car  radios.  Robert  Galvin,  now 
61,  quit  college  and  went  to  work  for 
his  dad  as  a  stock  clerk.  He  was 
groomed  from  his  early  20s  to  run  the 
business  and  was  president  in  1956, 
three  years  before  his  father  died,  and 
he  was  elected  chairman  and  chief 
executive  officer  in  1964. 

Galvin  keeps  that  last  U.S. -made 
car  radio  as  a  reminder  of  what  he 
calls  Motorola's  "refounding"  as  a 
front-runner  in  higher  technologies.  If 


But  that  kind  of  strategic  viewpoint  is 
finally  taking  hold." 

Equally  detailed  shorter-term  prod- 
uct reviews  are  demanded  at  least 
yearly.  The  test:  Does  Motorola  have 
distinctive  competencies  that  will 
give  it  an  edge  over  competitors?  "It's 
tattooed  on  our  foreheads  around 
here,"  says  Vice  Chairman  William 
Weisz,  who  shares  chief  executive  du- 
ties with  Galvin  and  President  John 
Mitchell  at  the  sprawling  325-acre 
headquarters  complex  in  suburban 
Chicago's  Schaumburg,  111.  "We're  in 
some  of  the  biggest  growth  industries 
in  the  world  right  now.  But  the  com- 
pany that  survives  is  the  one  that  isn't 
afraid  to  take  a  critical  and  introspec- 
tive look  on  a  regular  basis,"  says 
Weisz.  "We  tend  to  be  an  underprom- 
ise,  overperform  organization  general- 


Etching  chips  at  the  Phoenix  semiconductor  plant 

Half  its  $4  billion  revenues  comes  from  chips.  But,  to  last  SO  more  years. 
Motorola  needs  to  find  new  $30,000  businesses  today. 


anything  is  stressed  now,  it  is  plan- 
ning. Galvin  requires  what  he  calls 
"technology  road  maps"  to  be  drawn, 
charting  products'  prospects  as  much 
as  ten  years  out.  "He  came  up  with 
this  idea  [in  1976],  and  I  had  to  imple- 
ment it,"  says  Martin  Cooper.  Coo- 
per, Motorola's  former  R&D  director 
and  a  developer  of  cellular  radio,  left 
the  company  last  fall  after  29  years, 
and  now  has  his  own  company,  Cellu- 
lar Systems.  "Let  me  tell  you,  it  was 
five  years  of  heartrending,  agonizing 
work,"  Cooper  recalls.  "People  don't 
want  to  plan  the  technological  future. 


ly,  and  we  don't  try  to  shoot  off  our 
mouth  too  much." 

Well  over  75%  of  its  sales  and  net 
last  year  came  from  semiconductors 
and  communications,  both  techno- 
logically demanding  businesses,  and 
about  8%  of  sales  is  to  the  govern- 
ment (like  military  walkie-talkies,  ra- 
dar and  electronic  fuses  for  "smart" 
missiles)  and  to  automakers,  particu- 
larly General  Motors. 

Motorola  is  also  the  leading  suppli- 
er of  discrete  components  like  indi- 
vidual resistors,  capacitors  and  tran- 
sistors. Other  chipmakers  have  all  but 


abandoned  the  discrete  business  to 
concentrate  on  faster-growing  inte- 
grated circuits,  which  are  many  com- 
ponents etched  onto  a  single  chip  of 
silicon.  But  its  customer  variety 
helped  Motorola  weather  the  latest 
downturn  in  the  cyclical  semiconduc- 
tor business.  Its  profits  slipped  9% 
from  1980  to  1982.  Look  at  National 
Semiconductor,  which  was  in  the  red 
for  those  two  years,  or  Intel,  which 
saw  profits  fall  almost  70% . 

But  Motorola  has  pushed  fast  into 
integrated  circuits,  too,  expanding 
into  higher-speed  metal  oxide  semi- 
conductors and  denser  logic  parts  in 
leading-edge  "gate  array"  technology. 
"We  now  have  about  the  same  pro- 
portion of  integrated  circuits  in  our 
total  mix  as  everybody  else,"  says 
Motorola  President  Mitchell. 
"Whereas  discretes  used  to  be  our 
predominant  business,  now  close  to 
65%  of  it  is  in  integrated  circuits." 
Adds  Gary  Tooker,  44,  the  produc- 
tion-oriented boss  of  Motorola's 
Phoenix-based  semiconductor  oper- 
ations: "We're  just  as  good  a  manu- 
facturing house  as  we  have  been 
historically,  but  I  think  we're  in 
much  better  technology  than  we 
were  five  to  ten  years  ago." 

Motorola's  Information  Systems 
Group  teams  Four-Phase  with  its  vig- 
orous modem-maker  (for  computer- 
to-computer  talk)  subsidiary,  Codex 
Corp.,  for  about  $500  million  in  sales 
combined.  Information  Systems  con- 
tributes only  12%  of  the  parent  com- 
pany's revenues,  maybe  10%  of  its 
profits.  But  Galvin  wants  to  double 
sales  in  six  years.  Then,  Galvin  fig- 
ures, Motorola  will  be  in  the  right 
balance  of  high-technology  business- 
es, perhaps  to  turn  over  the  company 
to  his  son  Chris,  33,  a  marketing  vice 
president  in  its  Tegal  Corp.  subsid- 
iary. Tegal  makes  plasma  gas,  and  its 
sales  have  increased  from  less  than  $1 
million  at  acquisition  in  1976  to  $25 
million  last  year.  Motorola  is  hardly  a 
family  business  anymore.  But  Galvin 
and  his  wife,  Mary,  own  a  6.4%  stake, 
with  3  million  Motorola  shares  worth 
over  $400  million. 

If  there's  a  complaint,  it's  that  the 
company  is  short  of  middle-level 
managers.  Says  a  former  executive: 
"They've  never  learned  how  to  put 
people  in  staff  roles,  then  back  into 
operating  jobs,  such  as  they  do  so  well 
at  IBM,  for  example." 

Has  Bob  Galvin  put  the  right  pieces 
together  for  that  $15  billion  dream? 
Well,  Motorola  sold  $9  million  in 
pocket  pagers  to  Nippon  T&T  five 
years  ago  and  tripled  that  in  repeat 
orders.  If  you  can  sell  to  the  Japanese, 
anything  is  possible.  ■ 
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Forget  commissions.  In  the  Seventies  sales- 
men wanted  the  security  of  a  regular  sala- 
ry. But  the  new  trend  is  back  to  the  old- 
fashioned  incentives. 

Motivating 
Willy  Loman 


By  John  A.  Byrne 


Since  Kenneth  Olsen  founded 
Digital  Equipment  Corp.  in 
1957,  its  salesmen  have  sold 
more  than  $20  billion  worth  of  com- 
puters without  earning  a  single  cent 
in  commissions. 

Not  that  DEC's  marketers  are  un- 
derpaid. Their  compensation — aver- 
age annual  earnings  over  $50,000 — is 
up  to  industry  standards.  It's  just  that 
Olsen  believes  he  can  get  more  out  of 
his  salespeople  by  paying  them  a  fixed 
salary.  "That  means  they  are  interest- 
ed in  the  customer  and  not  their  pay 
checks,"  he  explains.  "The  result  is 
that  our  ratio  of  orders  per  person  is 
among  the  best  in  the  industry." 

This  strategy  has  served  Olsen  well, 
helping  to  make  DEC  the  world's  sec- 
ond-largest computer  manufacturer. 
But  these  days,  what  with  a  disastrous 
first-quarter  earnings  decline,  orders 
seem  to  have  stalled.  Could  it  be  that 
DEC's  more  than  7,000  salesmen 
need  a  new  brand  of  aggressiveness 
that  doesn't  come  from  a  reguiai 
weekly  paycheck? 

This  isn't  an  academic  question. 
During  the  Seventies  many  firms  in  a 
variety  of  industries  followed  DEC's 
example,  moving  away  from  commis- 
sion schedules  toward  fixed  salaries. 
The  result,  according  to  the  Chicago- 
based  Dartnell  Corp.:  About  22%  of 
all  salesmen  now  receive  only  a  sala- 
ry, up  from  less  than  9%  a  decade  ago 
Some  21%  still  get  paid  solely 
through  commissions,  but  that 
number  has  dropped  shaiply,  from  a 
peak  of  nearly  29%  in  1973.  The  most 
popular  form  of  compensation  contin- 
ues to  be  a  blend  of  both  approaches, 
typically  80%  salary  and  20%  com- 
missions. But  as  the  popularity  of  full 
salaries  grew,  these  combination 
plans  declined,  too. 


This  change  wasn  t  so  ^-Jpf 
much  an  effort  to  improve 
productivity.  Instead,  it^,/ 
occurred    because    em-  Ji 
ployees  demanded  more^ 
protection  from  the  ups 
and  downs  of  business  cy- 
cles. "Today's  salesman 
was  raised  in  an  affluent 
society,"  says  John  Stein- 
brink,  a  senior  vice  presi- 
dent  at   Dartnell  who 
tracks  sales  force  compen- 
sation. "A  guy  is  used  to 
particulai  standard  of  living 
and  he  wants  the  security  of 
a  fixed  salary    He  doesn't 
want   to   assume  much 
risk." 

Offering  such  security,  of  course, 
was  also  viewed  as  an  element  of  "en- 
lightened" management.  Salaries,  so 
the  argument  ran,  made  for  more  pro- 
fessional marketing  and  eliminated 
unseemly  foot-in-the-dooi  selling.  Ex 
penses  rose  accordingly.  These  days, 
foi  example,  the  average  cost  of  a  do 
niestic  sales  call  is  $152,  up  42%  in 
just  two  years.  And  it  typically  takes 
a  salesman  five  separate  calls  to  land 
an  order. 

Experts  think  that  many  umipa 
nies,  made  penny  pincheis  by  the  re- 
cession, will  now  reevaluate  their 
sales  compensation  schemes.  Studies 
show  that  building  too  much  protec 
tion  into  pay  plans  tends  to  favor  the 
least  productive  salesmen  and  pro 
vides  little  stimulus  foi  putting  forth 
extra  effort.  "You  really  should  get 
the  carrot  as  big  as  possible  without 
making  the  guy  die  to  reach  it. "  ex 
plains  Steinbrink     Give  hiiii  salaiy 
for  the  essentials  fo  help  pay  the  rent 
and  put  food  on  the  table,  but  not 
much  else  Hell  he's  supposed  to  be  a 
salesman.' 

This      old-fashioned  approach 


worked  wonders  recently  at  AT&T 
when  the  sales  staff  in  its  small  busi- 
ness systems  unit  was  put  on  the 
highest  commission-based  compensa- 
tion plan  in  company  history.  Instead 
of  the  conventional  70/30  split,  the 
sales  staff  got  a  50/50  package.  After  a 
brief  shakedown  period,  the  orders  be- 
gan rolling  in. 

So  don't  think  that  everyone  down 
the  ranks  loves  the  security  of  predict- 
able earnings.  Consider  IBM,  which  in 
recent  years  has  been  lowering  the 
commission  content  of  its  sales  com- 
pensation plans.  This  has  produced 
regular  grumblings  from  the  com- 
pany's top  performers.  A  former  IBM 
salesman  relates  the  story  of  a 
hard-hitting  colleague  who 
>^  spent  months  cultivating 
& :  *  a  new  customer  to  land 
„  <tn  million  main- 
contract.  His 


a  $2 
frame 
commission: 


mere 


$4,000. 

"I  was  shocked,"  says  the 
former  IBMer.  "If  you  really 
excelled  and  overachieved, 
it  used  to  be  you  could 
make  a  lot  of  money  here. 
You  now  have  to  excel  and 
overachieve     simply  to 
make  a  living."  A  slight  ex- 
aggeration,   for    sure,  but 
enough  to  make  a  productive 
employee  leave  because  those 
carrots  aren't  as  big  as  they 
once  were. 

Of  course,  there's  more  to 
motivating  a  sales  force 
than  altering  the  compensation  plan. 
John  Franco,  president  of  Xerox 
Learning  Systems,  which  counsels  ex- 
ecutives on  this  topic,  says  managers 
must  make  sure  that  everyone  under- 
stands what's  expected  of  them  and 
that  those  who  meet  goals  are  reward 
ed  Beyond  that,  the  more  recognition 
the  bettei  "Some  of  the  hokey  stuff  is 
still  good,"  says  Franco.  Things  like 
"salesperson  of  the  month  awards" 
and  "most  interesting  sale  of  the 
week"  build  morale. 

One  thing  that  doesn't,  however,  is' 
frequent  tinkering  with  commission 
schedules.  If  business  falls  off  sudden- 
ly, don't  assume  that  higher  commis- 
sions can  reverse  the  trend.  "You  are 
piobably  looking  in  the  wrong  place," 
says  Franco.  "First  ask  what  has  hap 
pened  at  the  competition  and  with 
youi  product  line." 

Eventually,  of  couise,  managers  do 
rethink  the  way  they  pay  salesmen 
And  as  that  happens  in  the  Eighties, 
expect  a  move  back  to  more  incen- 
tive-based pay.  It's  yet  another  way 
that  today's  competition  is  leaner  and 
meaner  than  ever.  ■ 
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Creating  an  'eye' that  will  se 


Lockheed  knows  how. 


It's  a  project  with  promise  that  defies  comprehension. 

It's  the  NASA  Space  Telescope,  managed  by  the  Marshall 
Space  Flight  Center  and  being  assembled  and  tested  by 
Lockheed.  It's  scheduled  for  launch  into  320-mile-high 
orbit  by  the  Space  Shuttle,  and  it  will  extend  the  observa- 
tion reach  of  astronomers  far  out  into  the  violent  turmoil 
of  space. 

They'll  look  back  about  14  billion  light-years  to 
where  many  think  the  universe  edges  lie.  That's  seven 

times  farther  than  Earth- 
bound  telescopes,  hindered 
by  atmospheric  murk,  have 
yet  been  able  to  see.  And 
the  telescope  will  find, 
lock  onto,  and  study  faint 
objects  and  masses  only 
1/50th  as  bright  as  any  so 
far  beheld. 


battery-stored  electric  power.  High-gain  radio  antenna* 
also  will  stretch  out  into  position  to  work  via  relay  sate 
in  communication  to  and  from  Earth. 

And  then  the  great  instrument  will  go  to  work,  its  or 
board  computing  and  control  systems  already  intricatt 
programmed  for  the  first  viewing  events. 

The  magnificent  mirrors. 

Capturing  a  wide  spectrum  of  faint  light  (visible,  req 
blue,  infrared,  and  ultraviolet)  that  has  traveled  billion) 


lupiter  as  seen  from  Earth  (left)  and 
through  the  clarity  of  outer  space. 


A  masterpiece  gets  ready  for  action. 

This  astronomical  observatory,  the  finest  galactic 
telescope  system  ever  built,  will  be  a  masterpiece  of 
advanced  technology  in  optics,  instrumentation,  com- 
munications, and  pointing  control. 

It  will  be  large— 43  feet  long,  14  feet  in  diameter,  and 
weighing  about  24,000  pounds.  When  carried  aloft,  it  will 
occupy  the  entire  cargo  bay  of  NASA's  big-airliner-size 
Space  Shuttle. 

Once  the  telescope  is  deployed,  its  solar  panels  (being 
built  by  the  European  Space  Agency)  will  unroll  like  long 
window  shades,  facing  the  sun  to  convert  light  into 


The  extremely  smooth,  precisely  shaped  primary  mirror  surfa 
result  from  two  full  years  of  grinding  and  polishing. 

years  is  the  job  of  the  optical  assembly  (being  built  bi 
Perkin-Elmer). 

A  concave,  foot-thick  primary  mirror,  eight  feet  in 
diameter,  will  receive  light  coming  in  through  the 
telescope's  sun-shielded  aperture.  It  will  reflect  and  fc 
the  light  forward  onto  a  smaller,  facing  mirror,  which  i 
turn  will  reflect  the  light  back  through  a  hole  in  the 
primary  mirror's  center.  The  final  focal  plane  will  be 
shared  by  a  complex  of  guidance  sensors  and  five  scit 
tific  instruments      high-resolution  cameras,  spectrogr 


ie  edges  of  the  universe. 


mm 


it  Space  Telescope  will  be  tucked  into  orbit  by  the  Space  Shuttle,  which  will  also  serve  as  an  occasional  on-orbit  service  center 
rhe  telescope  deployed. 


)hotometer  (being  built  by  several  institutions), 
leir  interference-free  environment,  the  mirrors  and 
nents  will  help  produce  and  transmit  images  with 
ion  10  times  greater  than  now  possible  with  ground- 
telescopes. 

9  mankind's  steadiest  gaze. 

se  mirrors  and  instruments,  however,  couldn't  do 
est  without  a  unique  Lockheed  pointing  control 
(PCS)  that  positions  and  holds  them  precisely  on 
And  that  is  incorporated  in  the  Lockheed  Support 
is  Module,  containing  the  interfacing,  communica- 
thermal  control,  data  management,  and  electric 
systems. 

ig  sensors  and  gyroscopic  devices,  the  PCS  will 
and  adjust  the  huge  telescope  into  a  programmed 
g  attitude.  The  Perkin-Elmer  fine-guidance  sensors 
upon  a  pair  of  known,  bright  'guide  stars,' 
ices  for  finding  the  target. 

?n  the  target  object  is  dead  in  the  telescope's  sight 
esignated  instruments  will  be  turned  on  and  other 
)ns  shut  down.  That's  because  the  tiniest  torque  or 
i  in  a  small  motor  or  electric  relay  could  jar  the 
vehicle  off  its  lock-on  point, 
how  precise  is  that  lock-on?  In  angular  measure- 
there  are  1,296,000  arc-seconds  in  a  circle.  For 
>s  as  long  as  20  hours  at  a  time,  the  telescope  will 
nto  a  target  with  a  stability  accuracy  of  just  seven 
ndths  of  one  arc-second  in  all  directions. 
:  stability  is  100  times  greater  than  any  ever  achieved 
It  about  equals  standing  in  Boston  and  holding  rifle 
steady  on  a  dime  suspended  over  Washington,  D.C.! 


In  a  neutral  buoyancy  tank,  an  astronaut  goes  through  special  training 
simulating  the  service  tasks  to  be  performed  in  space. 


Keeping  a  beauty  in  shape. 

Lockheed's  innovative  design  will  also  let  the  telescope 
have  periodic  'house  calls'  for  checkups  and  maintenance 
during  its  planned  15-year  life.  Armed  with  nothing  more 
than  a  7/16"  ratchet  wrench  and  a  Lockheed-devised 
foot-anchoring  tool,  a  Space  Shuttle  astronaut  will  be  able 
to  open  access  doors,  make  inspections,  replace  modular 
units,  and  see  to  the  telescope's  well-being.  When 
necessary,  the  Shuttle  will  retrieve  the  telescope  and 
return  it  temporarily  to  Earth  for  general  servicing. 

The  world  of  science  is  waiting  expectantly.  The  wonders 
yet  to  be  discovered  are  waiting,  too.  The  Space  Telescope 
will  arrange  a  meeting. 

When  it  comes  to  bringing  all  this  together— testing, 
refining,  integrating  all  the  critical  elements  of  a  miracu- 
lous scientific  breakthrough  — Lockheed  knows  how. 

^^Lockheed 


It  would  have  been  one  of  the  biggest 
engineering  ventures  in  U.S.  history.  In- 
stead, it's  foundering  on  the  most  funda- 
mental business  mistake  of  all. 

End  of  the  line 
for  coal  slurry? 


By  Carol  E.  Curtis 

It  has  been  expensive.  In  20  years 
some  of  the  nation's  biggest  cor- 
porations— Bechtel,  Fluor,  Texas 
Eastern,  Transco  and  others — have 
spent  about  $150  million  trying  to 
prove  that  coal  can  be  hauled  more 
cheaply  and  cleanly  by  huge  under- 
ground pipelines  than  by  railroads. 
They  planned  more  than  8,000  miles 
of  slurry  lines  to  move  mixtures  of 
pulverized  coal  and  water  around  the 
U.S. — more  than  200  million  tons  of 
coal  a  year,  a  quarter  of  the  nation's 
total  (see  map).  Bechtel's  group  alone, 
known  as  ETSI,  spent  over  $125  mil- 
lion in  ten  years. 

They  knew  it  would  have  to  be 
done  over  the  railroads'  dead  bodies, 
of  course,  and  that  the  pipelines 


would  have  to  cross  railroad  rights-of- 
way.  So  for  years  slurry  interests  have 
fought,  patiently  and  at  great  effort,  in 
Congress  for  a  federal  eminent  do- 
main bill  to  get  past  the  railroads. 

Victory  in  Washington  at  last 
seemed  within  their  grasp  last  year. 
"For  once  the  slurry  lobby  has  gener- 
ated a  momentous  drive  that  may  fi- 
nally pay  off,"  trumpeted  Business 
Week.  Prospects  "appear  better  than  at 
any  other  time  in  two  decades," 
echoed  the  Wall  Street  Journal. 

But  that  underestimated  the  rail- 
road lobby.  In  September  the  House 
voted  to  kill  the  bill  by  a  lopsided  53- 
vote  margin. 

Others,  discouraged,  dropped  out, 
but  not  the  ETSI  Pipeline  Project. 
ETSI — a  consortium  of  Bechtel,  Texas 
Eastern,  InterNorth  and  KN  Energy 


Inc. — was  backing  one  of  the  most 
ambitious  slurry  pipeline  projects — a 
1,387-mile  stretch  from  Wyoming  to 
Texas  costing  over  $3.8  billion.  Quit? 
Hell,  no.  They  would  outfox  the  rail- 
roads. ETSI  has  gone  to  court  65  times 
during  the  past  seven  years  to  get 
states  to  grant  the  easements  unavail- 
able from  Congress.  This  was  almost 
easy:  ETSI's  members  are  some  of  the 
most  influential  and  well-heeled 
companies  in  the  country. 

On  to  the  next  hurdle:  water.  Envi- 
ronmentalists said  that  water-inten- 
sive slurry  would  steal  precious  water 
from  the  arid  West.  A  big  problem, 
but  not  insurmountable.  ETSI  pains- 
takingly acquired  water  rights  in  the 
huge  Missouri  River  basin. 

After  all  that  determined  show, 
nevertheless,  Bechtel,  the  longtime 
managing  partner  and  by  far  the  big- 
gest backer,  has  quietly  turned  the 
reins  over  to  Texas  Eastern  and  start- 
ed backing  out  the  door.  Why?  It 
seems  that  all  along  ETSI  had  over- 
looked one  little  detail.  It  had  been  so 
confident  its  pipeline  could  move  coal 
cheaper  and  more  cleanly  than  the 
rails  that  it  didn't  worry  about  mar- 
kets. ETSI  management  reasoned  that 
coal-burning  utilities,  long  burdened 
by  stiff  rail  rates,  would  jump  at  the 
prospect  of  cheaper  coal  transport. 

In  short,  they  neglected  to  nail 
down  the  most  fundamental  business 
requirement  of  all:  having  a  customer. 

This  was  an  oversight  that  appar- 
ently did  not  escape  the  railroads.  The 
shock  came  late  last  year,  when  ETSI 
lost  a  bid  to  supply  Arkansas  Power  & 
Light  with  10  million  tons  of  coal  a 
year  for  20  years.  The  winner  was  a 
second  shock — Chicago  &  North 
Western  railroad. 

Stung,  ETSI  scrambled  to  fill  the 
breach.  It  quickly  redrew  its  maps  to 
direct  its  pipeline  toward  Houston 
Lighting  &  Power,  the  biggest  coal 
consumer  in  the  Southwest. 

But  now  it  is  January,  and  Bechtel 
concedes  it  has  scant  hopes  of  ever 
getting  Houston's  business  either.  A 
senior  Bechtel  executive  tells  why: 
"After  fighting  slurry  lines  for  two 
decades,  the  railroads  can  easily  afford 
to  make  a  losing  bid  for  that  contract. 
They  will  .  .  .  drive  ETSI  into  the 
ground,  by  making  sure  they  come  in 
with  the  low  bid." 

So,  after  ETSI  has  spent  $125  mil- 
lion, and  a  lot  of  years,  without  a 
customer  to  show  for  it,  Bechtel  has 
arrived  at  wisdom  at  last.  That  same 
executive:  "The  real  test  in  venture 
capital  is  when  to  cut  bait.  After  she 
has  slapped  you  in  the  face  three 
times,  she  has  clearly  established  that 
the  answer  is  no.  So  let  it  go."  ■ 


Color  them  dead 

The  failure  of  Congress  to  lines  on  this  map,  save  one. 

vote  an  eminent  domain  bill  The  ETSI  line,  the  biggest 

last  year  all  but  doomed  all  of  and  most  expensive  of  all, 

the  proposed  coal  slurry  pipe-  may  soon  be  dead,  too. 
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America's  best  export  is  America. 


:erNorth  and  several  other  large  Ameri- 
n  corporations  have  been  engaged  in  a 
lique  business-to-business  relationship 
'  five  years  in  nations  of  the  Caribbean 
isin.  Called  Caribbean-Central  Ameri- 
n  Action,  it  is  the  initiative  of  an 
ernational  partnership  to  encourage 
velopment  of  strong,  markei-orierited 
onomies. 

le  freedom  and  stability  of  the  Western 
jmisphere  will  depend  largely  upon  the 
onomic  models  its  nations  choose  to 
lopt.  The  cooperative  role  ot  U.S.  busi- 
isses  can  do  much  to  ensure  that  tnose 


models  provide  productive  freedom  and  a 
better  way  of  life  for  the  people  of  the 
region. 

Balance-of-trade  figures  tell  only  part  of 
the  story  of  America's  success  in  interna- 
tioi  lal  business.  The  rest  of  the  siory  is  the 
incalculable  benefit  in  sharing  the  best  of 
America  with  other  nations. 
Americans  don't  export  just  goods  and 
services.  We  also  send  abroad  the  com- 
pelling evidence  of  how  well  our  system 
worKs,  and  the  inspiring  model  of  what 
free  people  can  achieve  for  themselves  in 
a  free  system. 


That's  why  our  InterNorth  International 
company  and  other  international  com- 
panies take  pride  in  sharing  the  best  of 
America  with  the  rest  of  the  world.  Our 
most  valuable  export  is  our  nation's  200- 
year-old  success  story. 
InterNorth  is  a  diversified,  energy-based 
corporation  involved  in  natural  gas,  liquid 
fuels,  petrochemicals,  and  exploration 
and  production  of  gas  and  oil. 

INTERlloRTH 

HT~  We  work 
for  America. 


Intei.  iatfonal  Headquarters,  Omaha,  Neoi^ska  68102 

S  U83,  InterNorth  inc 


Pier  l's  young  customers  outgrew  their 
beads  and  sandals  in  the  Seventies,  but  the 
company  didnt  grow  up  until  Robert 
Camp  took  over  in  the  Eighties. 


Coming  of  age 


By  Robert  H.  Bork  Jr. 


Oh,  I  think  that's  Pier  1," 
someone  says  as  a  $12.99 
French  champagne  bucket  is 
presented  to  20  executives,  buyers 
and  assistants  clustered  in  two  large, 
sample-stuffed  rooms  of  Pier  1  Im- 
ports Inc.'s  Fort  Worth  headquarters 
store.  That  the  company's  own  offi- 
cers can  agree  on  what  is  and  what 
is  not  Pier  1  is  a  triumph  for  Robert 
E.  Camp,  chief  executive  since  last 
September. 

Four  years  ago,  when  he  took 
over  as  general  manager  of  the 
stores,  the  company  had,  as  they 
say,  lost  track  of  its  identity,  and 
customers  had  left  in  droves.  The 
old  financially  oriented  manage- 
ment responded  by  squeezing 
costs  (broken  windows  weren't 
fixed,  burned-out  light  bulbs 
weren't  replaced)  and  then,  in 
1979,  by  letting  Atlanta  con- 
glomerator  J.B.  Fuqua  arrange 
Pier  1  's  acquisition  by  a  bleeding 
real  estate  investment  trust  to 
take  advantage  of  the  REIT's  tax 
losses. 

The  lanky,  40-year-old  Camp 
thinks  not  as  a  financial  whiz  but 
as  a  retailer:  "If  you  don't  know 
where  you  are  going,  your  cus- 
tomer is  not  going  to  help  you.  Pier 
She's  just  too  busy.  She's  going  to  No 

leave.  What  was  missing  was  a   

merchant  at  the  helm  because,  look, 
this  is  not  H&R  Block.  We're  in  the 
retail  business." 

Something  worked.  Since  Camp's 
arrival,  U.S.  store  sales  have  risen 
56%,  to  $137  million  in  fiscal  1983 
ended  Aug.  31.  Operating  profits  have 
jumped  92%,  to  $15.6  million.  Aver- 
age monthly  transactions  were  up 
25%,  and  return  on  equity  was  29%. 
With  the  Wolfe  Nursery  subsidiary 


and  with  tax  benefits  from  the  for- 
mer REIT,  total  1983  sales  were  $186 
million  and  net  was  $11  million.  In 
the  new  November  quarter,  net  was 
$5.6  million,  with  the  tax  loss  bene- 
fits against  last  year's  net  loss.  The 
stock  has  responded,  quintupling  to 
18  and  selling  at  23  times  earnings. 

Charles  Tandy  founded  Pier  1  in 
California  in  1962  but  sold  out  to  a 
group  of  employees  in  1966  to  concen- 
trate on  his  Radio  Shack  stores.  In  the 
late  Sixties  and  early  Seventies,  Pier  1 


1  President  Robert  Camp 
more  incense  or  sandals. 


appealed  to  young  people  by  selling 
them  incense,  sandals,  Indian  print 
bedspreads  and  other  such  essentials. 
But  then  something  went  wrong.  "All 
those  people  who  had  Volkswagen 
buses,  long  hair,  beads  and  said  'far 
out' — they  all  grew  up.  I  was  one  of 
them,"  says  Camp. 

What  Pier  l's  managers  couldn't 
see,  Camp  could.  "Today  [our  cus- 
tomers] are  in  their  30s  and  40s  and 


they've  got  mortgages  and  commit- 
ments and  kids  in  school  and  ballet 
lessons.  They  became  affluent  and  we 
didn't  trade  up  with  them."  Then  the 
dollar  broke  in  the  1970s  and  the  big 
department  stores  began  direct  im- 
porting in  competition.  Suddenly  Pier 
l's  strengths,  very  low  prices  and  ex- 
clusivity, were  undermined. 

Camp,  who  had  been  a  Dallas  Pier  1 
store  manager  at  25,  after  three  years 
left  in  1970  to  found  his  own  chain  of 
Pier  1  clones  in  Canada.  Lured  back  in 
1980,  he  led  Pier  1  away  from  cheap 
doodads  and  into  functional  lines  of 
furniture  and  goods.  Wicker  and  rat- 
tan no  longer  are  sold  as  cheap  furni- 
ture but  painted  "Victoria"  white  and 
marketed  as  accessories  for  the  sun- 
room.  In  the  stores,  the  smell  of  cin- 
namon tea  replaced  the  pungent 
aroma  of  incense.  Quarterly  mailings 
and  discounts  to  interior  designers 
were  started  to  plant  the  notion  of 
Pier  1  as  a  fashionable  place.  He 
closed  65  unprofitable  stores,  ordered 
face  lifts  for  220  at  a  cost  of  $4  million 
and  redesigned  the  merchandise  lay- 
outs, piping  in  soft  rock  music. 

"When  I  see  a  customer  browsing 
and  tapping  her  foot  to  the  music, 
then  I  know  we've  got  her,"  he  says, 
touring  the  Fort  Worth  store. 
Music  may  motivate  customers, 
but  to  inspire  managers  Camp 
tied  annual  bonuses,  which  in 
some  cases  have  amounted  to 
35%  of  their  salaries,  to  store 
profitability.  Sales  per  square  foot 
have  doubled,  to  $80,  since  1980. 

Bolstering  that  has  been  the 
strength  of  the  dollar.  He  says: 
"It's  the  same  thing  as  saying  that 
France  is  on  sale,  50%  off."  The 
low  cost  of  imports  allows  Pier  1 
to  pad  profits  without  driving  off 
customers  with  higher  prices. 

Camp  plans  to  add  60  new 
company-owned  outlets  in  the 
next  three  years  to  today's  247, 
and  eventually  expects  it  to  grow 
to  450.  He  also  figures  to  expand 
the  company's  small,  55-store 
franchise  division  by  adding  200 
franchises  in  smaller  cities.  Pier  1 
launched  its  first  mail-order  cata- 
log in  September.   Some  Wall 

  Street  analysts  expect  Pier  1  to 

acquire  the  nursery  division  of  Inter- 
mark  Inc.,  a  La  Jolla,  Calif,  diversified 
holding  company,  which  holds  37% 
of  Pier  1  's  stock  and  has  three  seats  on 
the  board. 

The  REIT  has  been  liquidating  it- 
self. Its  debt  was  retired  in  November, 
and  it  is  not  buying  any  new  assets. 
Camp's  Pier  1  has  no  identity  crisis: 
It's  a  merchandiser,  and  not  a  paper 
shuffler.  ■ 
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Sometimes  an  outsider  can  run  a  business 
better  than  an  old  pro.  Bruce  Seaton  s 
impressive  performance  at  American  Presi- 
dent Cos.  helps  prove  that  point. 

The  captain  who 
would  rather  drill 


By  Pamela  Sherrid 


F|  or  more  than  two  decades, 
Bruce  Seaton  was  an  oilman.  In 
1977  he  was  senior  vice  presi- 
dent at  Natomas,  the  big  offshore  pro- 
ducer. Then  came  an  assignment  to 
run  American  President  Lines,  its 
lackluster  shipping  subsidiary. 

Seaton  was  hardly  thrilled.  After 
all,  ships  don't  drill  for  anything.  But 
sometimes  an  outsider  can 
transform  a  business.  Under  his 
stewardship,  the  California- 
based  carrier  has  become  one  of 
the  nation's  premier  transporta- 
tion companies. 

Spun  off  in  September  when 
Natomas  merged  with  Dia- 
mond Shamrock,  American 
President  Cos.  earned  an  esti- 
mated $20  million  last  year  on 
revenues  of  nearly  $800  million. 
Five-year  return  on  equity  is 
over  19% .  Shipping  industry  tax 
breaks  boost  those  figures.  But 
even  if  APC  were  fully  taxed,  its 
profitability  would  be  far  above 
that  of  many  of  the  best-run  air- 
lines, railroads  and  trucking 
companies. 

That  record  is  all  the  more 
remarkable  because  it  was  made 
in  generally  rough  seas.  APC 
provides  regularly  scheduled 
container  service,  a  business 
plagued  recently  by  rate  wars 
and  bankruptcies.  APC,  in  fact, 
posted  a  $19  million  loss  in  the 
first  quarter  of  last  year,  caused 
both  by  the  recession  and  the 
chase  of  three  new  ships.  But  that  new 
capacity  was  well  timed.  A  cyclical 
recovery  on  Pacific  routes  helped 
boost  earnings  sharply  late  last  year. 

What  transformed  APC?  A  key  de- 
cision came  shortly  before  Seaton 
took  over.  Following  the  recommen- 


dation of  a  consultant's  study,  the  car- 
rier began  pruning  its  costly  round- 
the-world  service  and  concentrating 
solely  on  the  fast-growing  transpacific 
route.  This  move,  radical  at  the  time, 
turned  out  to  be  brilliant. 

Seaton,  meanwhile,  devised  a  strat- 
egy to  give  APC  an  edge  on  transpacif- 
ic competitors.  Not  being  an  old  salt, 
he  wasn't  blindly  committed  to  using 
his  vessels  over  the  longest  possible 


Bruce  Seaton  of  American  President  Cos. 
Sailing  smoothly  in  troubled  waters. 


pur- 


haul.  Instead  of  sailing  to  East  Coast 
ports  through  the  Panama  Canal, 
APC  cargo  goes  by  ship  to  the  West 
Coast  and  the  rest  of  the  way  by  land. 
"I  figured  we  ought  to  reach  out  to  the 
railroads,"  Seaton  recalls. 

Another  very  smart  move.  APC 
gets  from  Toyko  to  New  York  five  to 


seven  days  sooner  than  many  all-wa- 
ter carriers.  That  helps  Seaton  com- 
pete for  high-value  cargo  that  com- 
mands higher  rates.  His  premium  ser- 
vice appeals  to  importers  who  want  to 
keep  their  inventories  slim  because  of 
the  high  cost  of  money.  APC,  for  ex- 
ample, speeds  garments — on  hangers 
and  pretagged — straight  from  Asian 
manufacturers  to  U.S.  retailers.  "We 
replace  warehousing,  distribution  and 
inventory,"  Seaton  claims. 

In  1981  APC  also  solved  its  back- 
haul problem,  the  bane  of  many  a 
carrier.  Because  the  import  trade  from 
Asia  is  stronger  than  the  export  trade, 
containers  used  to  pile  up  on  the  At- 
lantic seaboard.  So  Seaton  approached 
Transway,  the  largest  domestic  sur- 
face freight  forwarder:  Since  Trans- 
way's  imbalance  was  from  East  Coast 
manufacturers  to  the  West,  why  not 
use  APC's  empty  containers? 

The  result:  Transway  avoids  leasing 
extra  capacity,  APC  gets  its  boxes 
back  where  it  wants  them,  and  the 
railroads  are  tickled  pink.  "It's  a  per- 
fect situation,"  says  Transway  Chair- 
man John  Wolcott.  Rail  deregulation 
makes  costs  even  lower.  Seaton — one 
of  the  biggest  customers  around — en- 
joys considerable  leeway  negotiating 
long-term  contracts. 

APC's  approach,  of  course, 
poses  major  challenges.  Seaton 
has  to  move  containers  at  mini- 
mum cost  and  maximum  reli- 
ability off  trains  or  trucks,  onto 
ships  and  then  back  onto  trains. 
"This  business  is  much  more 
management-intensive  than 
oil,"  he  explains.  "We  have  to 
keep  minute-to-minute  track  of 
35,000  containers  and  15,000 
chassis."  A  huge  computer  sys- 
tem helps  do  that,  and  its  effec- 
tiveness has  made  APC  a  world- 
wide leader  in  intermodal  trans- 
portation. "Their  system  poses 
delicate  problems  that  they 
handle  very  well,"  says  one  Jap- 
anese competitor. 

In  the  highly  cyclical  shipping 
industry,  oilman  Seaton  has  his 
priorities  straight:  He's  more  in- 
terested in  profits  than  revenues. 
"I  like  market  share,  but  I  don't 
get  emotional  about  it,"  he  says. 
When  a  rate  war  broke  out  in  the 
Pacific  four  years  ago,  for  exam- 

  pie,  Seaton  laid  up  two  ships  and 

saw  his  12%  market  share  slump  in 
order  to  maintain  profitability.  APC 
has  since  won  back  some  of  that  busi- 
ness, regaining  its  position  as  the  lead- 
ing Pacific  route  carrier. 

These  days  APC  has  over  $90  mil- 
lion in  cash,  and  Seaton  is  toying  with 
diversification.  His  inclination,  natu- 
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Mampien  Mali,  £td. 


For  the  finest  in  custom  designed 
corporate  neckwear,  hats,  belts 
and  wallets,  please  call  or  write: 

HAMPTON  HALL  LTD., 
220  Fifth  Avenue 
New  York,  N.Y.  10001 
212-685-2440 

(minimums  150  pieces) 


Your  legacy: 
A 

40-acre  ranch 
and  a  way 
of  life 


As  big  as  all  outdoors,  Forbes  Maga- 
zine is  now  offering  substantial  land 
for  skiers,  hunters,  naturalists  and 
lovers  of  America's  magnificent  Old 
West. 

For  the  pleasure  of  you  and  your 
family  today,  these  ranches,  adjacent 
to  the  Forbes  Trinchera  Ranch  in 
Southern  Colorado,  will  be  an  impor- 
tant legacy  in  the  future  of  your  loved 
ones 

Minimum-size  family  ranches  are 
40  acres,  and  vary  up  to  74  acres, 
with  prices  starting  at  $30,000. 

For  details  and  our  color  brochure 
write  or  phone: 

Mr.  Errol  Ryland,  Manager 
FORBES  WAGON  CREEK  RANCH 

Box  303  KK 
Fort  Garland,  Colorado  81133 
(303) 379-3263 

This  is  not  an  otler  to  sell  in  slates  where  not  registered 


Alone  on  a  wide,  wide  sea 


Sixties  conglomerates  were  ea- 
ger to  sign  up  for  sea  duty,  and 
several  paid  big  bucks  to  buy  into 
the  shipping  business.  But  now  the 
nautical  life  has  lost  its  allure. 

A  few  companies — like  Holiday 
Inns — have  been  able  to  find  buy- 
ers for  their  maritime  operations, 
but  spinning  the  businesses  off  to 
shareholders  is  the  latest  trend. 
Some  of  these  newly  public  firms, 
like  American  President  Cos.,  are 
moving  full  steam  ahead.  But  oth- 
ers, like  Waterman  Marine,  face 
gloomier  prospects.  The  biggest 
spinoff — R.J.  Reynolds'  jettisoning 
of  $1.6  billion-a-year  Sea-Land — 
may  be  approved  early  this  year. 

Some  corporations  have  special 
reasons  for  leaving  the  business, 
but  most  are  simply  uncomfort- 
able with  the  investment  demands 
and  unexciting  returns.  "The 
struggle  for  capital  was  really  in- 
tense," says  W.J.  Amoss  Jr.,  presi- 
dent of  Lykes  Bros.  Steamship  Co., 
which  LTV  sold  to  the  Lykes  fam- 
ily and  management  last  year. 


Amoss  says  his  company  suffered 
in  the  competition  with  other  LTV 
subsidiaries. 

Transway  spun  off  Waterman 
Marine,  its  U.S. -flag  cargo  carrier, 
because  of  potential  legal  problems. 
Waterman  was  profitable  then,  but 
no  longer.  It  filed  for  bankruptcy  in 
December.  "We  thank  our  lucky 
stars  that  those  losses  are  not  on  our 
bottom  line, "  says  Transway  Chair- 
man John  Wolcott. 

The  spinoff  trend,  however,  may 
bring  investor  opportunity.  For  the 
first  time  in  years,  a  few  analysts 
are  studying  the  shipping  industry. 
"I  feel  like  I  did  when  I  started  to 
follow  railroads  five  years  ago," 
says  Robert  Long  of  First  Boston. 
"Then  that  was  a  lousy  industry, 
too,  but  here's  American  President 
Cos.  with  a  better  average  return 
on  equity  and  cash  flow  per  share 
than  Roadway  Services,  the  pre- 
mier trucking  company."  Ameri- 
can President  Cos.  was  spun  off  at 
18'/4,  Long  recommended  it  at  24 
and  it  now  sells  for  30. — P.S. 


A  wave  of  spinoffs 


This  is  the  new  fleet  of  shipping  companies.  But  the  biggest  spinoff  of 
all — RJ.  Reynolds'  $1.6  billion  Sea-Land — may  come  this  year. 


Spinoff  (parent) 

Year  of 
spinoff 

Sales* 
(000) 

Net 
income* 
(000) 

Recent 
stock 
price 

Multiple 

American  President  Cos  (Natomas) 

1983 

$724,654 

$11,784 

30 

27.5 

Delta  Steamship  Lines'  (Holiday  Inns) 

1982 

NA 

NA 

NA 

NA 

Gotaas-Latsen  (III  International) 

1979 

147,990 

-87,7014 

11% 

def 

International  Shipholding  (Trans  Union) 

1979 

94,319 

7,632 

13'/2 

3.4 

Lykes  Bros  Steamship2  (LTV) 

1983 

NA 

NA 

NA 

NA 

Marine  Transport  Lines  (GATX) 

1983 

104,212 

1,744 

9 

12.2 

McLean  Industries3 

1983 

805,425 

39,138 

10% 

11.6 

Ogden  Marine  (Ogden  Corp) 

1984 

183,960 

3,980 

4'/2 

21.4 

Waterman  Marine  (Transway) 

1981 

208,672 

-32,516 

5 

def 

*Latest  12  months.  'Sold  to  Crowley  Maritime.  2Private  company  'Went  public  August 
1983.    4Loss  includes  extraordinary  $75  5  million  reserve,    def:  deficit.    NA:  not  applicable. 


rally,  is  the  energy  business.  But  ma- 
jor problems  loom  in  shipping.  The 
container  market  faces  a  bout  of  over- 
capacity next  year.  Two  aggressive 
competitors,  Malcom  McLean's  U.S. 
Lines  (Forbes,  Oct.  24, 1983)  and  Ever- 
green Line  of  Taiwan,  are  due  to 
launch  new  fleets.  Their  vessels  come 
from  foreign  yards  and  cost  far  less 
than  APC's  U.S. -made  ships,  even 
with  government  subsidies. 


Even  in  good  times,  Seaton's  cash 
hoard  won't  build  up  as  quickly. 
Without  the  shelter  of  Natomas'  drill- 
ing operations,  APC  soon  will  have  its 
first  federal  tax  bill.  Which  means 
that  Seaton  will  once  again  have  to 
prove — this  time  to  his  new  share- 
holders— that  an  oilman  can  com- 
mand a  shipping  company  just  as  well 
on  the  downside  of  the  cyclical  wave 
as  on  the  rise.  ■ 
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Jack  Robinsons  drug  chain  isnt  in  fast- 
growing  markets,  which  means  building 
store  traffic  just  to  stay  even  with  competi- 
tors. He  does  that  like  a  pro. 


Mufflers  and 
mascara 


been  heavy  borrowing  to  finance  ex- 
pansion. That  pushed  long-term  debt 
to  nearly  47%  of  total  capital  in  1982. 
A  by-product  was  nearly  $3  million  in 
annual  interest  charges.  The  proceeds 
of  a  recent  equity  offering,  however, 
have  helped  cut  Perry's  debt  by  more 
than  half.  Profitability  should  im- 
prove accordingly. 


By  John  A.  Byrne 


T|  hey  snickered  when  Jack  Rob- 
inson started  stocking  auto 
parts  in  Perry  Drug  Stores  back 
in  1976.  Shock  absorbers  and  gaskets 
next  to  toothpaste  and  lipstick? 

Robinson,  however,  knew  what  he 
was  doing.  Perry,  based  in  Pontiac, 
Mich.,  doesn't  serve  fast- 
growing  Sunbelt  commu- 
nities. Its  186  stores  are 
primarily  in  the  upper 
Midwest,  and  squeezing 
growth  from  those  mar- 
kets can  be  tough. 

That  is  where  the  shock 
absorbers  and  gaskets 
come  in.  "The  old  man," 
Robinson  explains, 
"would  walk  into  our  trap 
and  end  up  spending  $100 
on  auto  parts  after  telling 
his  wife  not  to  spend  too 
much  at  the  drugstore." 
That  launched  a  minor 
trend.  Today  more  than 
half  of  Perry's  stores  sell 
auto  parts.  So  do  several 
competitors,  including 
Dart  and  Thrifty. 

Such  aggressiveness 
gives  Perry  five-year  aver- 
age annual  revenue  growth 
of  26%,  better  than  super- 
stars like  Rite  Aid  and 

Revco.  Profits  from  new   

product  lines  also  helped  boost  Perry's 
earnings  by  58%  in  the  fiscal  year 
ending  Oct.  31 — to  $4.5  million  on 
sales  of  $285  million.  But  the  handi- 
caps of  location  are  difficult  to  over- 
come. Perry's  net  profit  margins  of 
1.6%  trail  the  2.8%  drugstore  industry 
average,  and  its  five-year  return  on 
equity  is  13.6%.  At  top  chains,  the 
same  figure  is  close  to  20% . 
One  drag  on  Perry's  earnings  has 


Perry  Drug  Chairman  Jack  Robinson 

"There  is  a  lot  of  business  left  in  this  part  of  the  country 


Robinson,  53,  an  unassuming  man 
who  wears  a  plastic  ID  card  with  the 
title  "supervisor"  on  his  right  lapel, 
believes  that  his  formula  of  promo- 
tion and  innovation  can  eventually 
make  Perry  a  nationwide  chain.  He 
may  be  right:  After  all,  hard  times 
frequently  breed  excellence. 

Perry's  founder,  whose  20%  of  the 
company  is  now  worth  $18  million, 
has  already  come  a  long  way.  After 


jerking  sodas  at  the  age  of  13,  he  stud- 
ied pharmacy  and  opened  his  first 
store  in  1957  with  only  $200  of  his 
own  money.  "The  scuttlebutt  at  the 
time  was  to  stay  away  from  the  super- 
markets," Robinson  recalls.  "People 
said  they'd  sell  all  the  toothpaste  and 
Band- Aids."  But  he  recognized  the 
pulling  power  of  someone  else's  big 
store.  Robinson  set  up  shop  next  door 
and  offered  free  Cokes  while  custom- 
ers waited  for  prescriptions. 

In  1959,  six  months  before  a  new  K 
mart  opened  in  Pontiac,  he  revamped 
his  image  to  combat  the  new  dis- 
counter. Robinson  cut  prices  on  ev- 
erything, sold  cigarettes  at  cost  and 
put  more  nondrug  items  on  shelves. 
Volume  doubled,  more  than  making 
up  for  the  lower  margins. 

Selling  auto  parts,  of  course,  is  yet 
another  ploy  in  Perry's  continual  ef- 
fort to  build  store  traffic.  Robinson 
claims  that  70%  of  his  drugstore  shop- 
pers are  women,  so  attracting  men 
offers  some  big  potential  gains.  Auto 
products,  in  addition,  offer  margins  of 
up  to  40%,  above  those  of  health  and 
beauty  items.  In  order  to  keep  the 
grease  monkeys  from  putting  off  ladies 
at  the  cosmetics  counter, 
Robinson  has  second  en- 
trances for  his  auto  parts 
departments. 

Perry's  early  foray  into 
auto  parts  laid  the  ground- 
work for  diversification, 
too.  Last  year  Robinson 
acquired  Fleenor's,  Inc., 
with  50  auto  parts  stores 
and  annual  sales  of  $25 
million.  He  also  launched 
two  new  deep-discount 
health  and  beauty  aids 
outlets,  a  move  that  pro- 
vides yet  another  opportu- 
nity for  new  business. 

Even  though  Robinson 
dreams  of  geographical  ex- 
pansion, he  is  firmly  com- 
mitted to  the  industrial 
heartland.  "We've  hit  the 
toughest  times  we  could 
possibly  hit,  and  now 
we're  on  an  upturn,"  he 
explains.  "There  still  is  a 
lot  of  business  left  in  this 
part  of  the  country." 
On  Wall  Street,  however,  no  one 
seems  too  worried  about  Perry's  loca- 
tion. Its  stock  now  trades  at  a  multi- 
ple of  16  times  earnings,  one  of  the 
highest  in  the  industry.  Why?  Inves- 
tors expect  the  company  to  benefit 
from  strong  auto  sales. 

Robinson  will  take  the  good  times 
when  they  come.  And  if  they  do,  look 
for  Perry  to  spend  its  profits  to  expand 
aggressively.  ■ 
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Taxing  Matters 


The  Governor  of  Florida  loves  unitary  tax- 
ation. Margaret  Thatcher  hates  it.  Ronald 
Reagan  wants  to  study  the  subject. 

"Money  in 
the  streets" 


By  Laura  Saunders 

Once  upon  a  time,  unitary  tax- 
ation was  an  issue  mentioned 
only  in  dense  tax  journals. 
Then  last  June  the  Supreme  Court 
approved  the  concept.  A  state  can 
now  tax  an  entire  corporation  on  the 
basis  of  the  percentage  of  the  proper- 
ty, sales  and  income  of  a  subsidiary 
within  its  borders,  rather  than  simply 
taxing  the  sub's  income  in  that  state. 

Presto.  Unitary  taxation,  and  the 
problems  and  opportunities  it  creates, 
are  front-page  news.  The  biggest  sin- 
gle problem  comes  when  states  like 
California  apply  the  unitary  principle 
to  foreign-based  multinationals.  That 
makes  overseas  businessmen  livid, 
and  to  calm  them  a  White  House 
working  group — including  the  chair- 
men of  Exxon,  Ford  and  IBM — is 
studying  the  matter.  But  don't  expect 
any  dramatic  resolutions  to  such  a  hot 
potato  in  an  election  year. 

Meanwhile,  12  states  are  already 
applying  worldwide  unitary  taxation, 
and  several  others  may  adopt  it  soon. 
The  words  of  a  Florida  legislator  are 
strong  inducement:  "It  was  like  find- 
ing money  in  the  street,"  he  said  after 
the  approach  was  adopted. 

At  the  same  time,  governors  in  Ha- 
waii, Tennessee  and  Pennsylvania 
have  opposed  expansion  of  their  rev- 
enue base.  Illinois  last  year  repealed 
worldwide  unitary  taxes,  concluding 
that  it  cost  the  state  more  than  the  tax 
brought  in.  In  a  particularly  canny 
move,  Georgia  Governor  Joe  Frank 
Harris  vocally  opposed  unitary  tax- 
ation soon  after  Florida  adopted  it. 
"He  was  reminding  all  those  Florida 
companies  that  Georgia  is  just  across 
the  border,"  says  Ruurd  Leegstra, 


Coopers  &  Lybrand's  state  tax  expert. 

Foreign  governments  have  stepped 
up  pressure,  too.  Prime  Minister 
Thatcher  threatened  retaliation  if 
Reagan  didn't  move  quickly,  and  the 
British  summarily  canceled  a  40-man 
trade  delegation  visit  to  Tampa  after 
Florida's  move.  The  Dutch  have  with- 
drawn from  U.S.  treaty  negotiations 
in  protest,  and  the  Japanese  talked 
taxes  with  Reagan  on  his  recent  visit. 

Companies  are  on  the  warpath  as 
well.  Officials  at  Augat  Inc.,  a  high- 
tech electronics  firm,  announced  that 
they  shifted  a  new,  $4  million  plant 
from  Los  Angeles  to  Texas  solely  be- 
cause California  uses  worldwide  com- 
bination. In  New  York  a  group  of  oil 
companies  reportedly  persuaded  the 
state  to  repeal  the  approach  by  agree- 
ing to  pay  $550  million  in  back  taxes 
due  in  another  matter. 

What  does  the  future  hold?  Says 
Lloyd  Looram,  state  tax  expert  at 
Price  Waterhouse:  "People  will  argue 
and  gnash  their  teeth,  but  the  states 
will  go  their  merry  way  raising  and 
protecting  their  revenues." 


Insurance  that  triggers 
an  audit? 

When  Victor  O.  Schinnerer  &  Co.  of 
Washington,  D.C.  started  selling  tax- 
payer protection  insurance  last  May, 
the  product  seemed  to  end  everyone's 
Apr.  14  nightmares.  In  the  event  of  an 
audit,  the  policy,  which  costs  be- 
tween $100  to  $600  a  year,  pays  addi- 
tional tax  liabilities  (not  including  in- 
terest or  penalties)  of  up  to  $100,000 
and  extra  accounting  or  legal  costs  of 
up  to  $1,000. 

Naturally,  the  insurance,  now 
available  in  32  states,  does  not  cover 


taxypayer  fraud.  But  the  idea  still  isn't 
popular  with  the  government.  At  the 
request  of  the  Treasury  Department, 
the  Senate  Finance  Committee  will 
soon  consider  its  responses.  One  pos- 
sibility: requiring  insurance  compa- 
nies to  notify  the  government  when- 
ever someone  buys  an  audit  policy. 

You  can  guess  what  the  IRS  would 
do  with  that  information.  Buying  au- 
dit insurance  might  trigger  an  audit. 
More  ominous,  if  an  insured  return  is 
audited  and  an  infraction  is  found,  it 
is  possible  that  the  IRS  may  go  back 
one  or  two  years  to  double-check  for 
previous  insufficiencies  on  uninsured 
returns.  Ouch. — John  Heins 


If  you  think  you  pay  a  lot 
of  taxes,  read  this 

Imagine  earning  $1  and  owing  the 
government  $1.17.  That  sounds  pre- 
posterous, but  some  corporate  direc- 
tors and  consultants  are  in  such  a  fix. 
They're  retired,  they  qualify  for  full 
Social  Security  benefits,  and — with 
pensions  and  investments  and  fees — 
they  enjoy  healthy  annual  incomes. 
To  their  chagrin,  they  also  may  face 
effective  personal  service  income  and 
Social  Security  tax  rates  that  can  ex- 
ceed 100%. 

A  65-year-old  retired  director  in  the 
50%  bracket  living  in  New  York  City, 
for  example,  owes  local,  state  and  fed- 
eral governments  57 Vi  cents  on  his 
1983  taxable  dollar.  He  owes  another 
10  cents  or  so  in  Social  Security  tax  on 
his  director's  fees  because  he  was  self- 
employed.  And  for  every  dollar  in  fees 
he  earned  over  $6,600,  he  forfeits  50 
cents  in  Social  Security  benefits. 

It  may  be  mixing  apples  and  oranges 
to  combine  taxes  and  lost  Social  Secu- 
rity dollars  this  way,  but  the  fact  re- 
mains that  these  taxpayers  were  in 
the  position  of  losing  up  to  117%  of 
some  of  their  income  to  the  govern- 
ment last  year.  Changes  in  the  tax  law 
will  cut  that  maximum  to  about 
105%  in  1984.  But  the  bite  still  hurts. 

Granted  that  there  aren't  millions 
of  individuals  caught  in  this  absurd 
position.  When  you  earn  enough  in 
fees  to  cancel  out  all  Social  Security 
benefits,  you  stop  losing  that  50  cents 
on  every  dollar.  And  at  age  70,  you  no 
longer  lose  any  Social  Security  bene- 
fits because  of  fee  income. 

In  the  meantime,  however,  a  tax- 
payer may  at  times  return  as  much  as 
he  earns,  or  more,  to  the  government. 
Then  it's  hardly  worthwhile  getting 
up  in  the  morning. — Anne  McGrath 
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Wang  Word  Processing  Plus 


We  couldn't  leave 
well  enough 
alone. 


For  years,  word  processing  from 
Wang  has  been  the  world's  standard. 
Now  it's  the  only  standard. 
Because  feature  for  feature,  there  isn't 
another  word  processing  software  product 
that  even  comes  close. 
Not  IBM.  Not  anyone. 
From  integrated  text  and  graphics  to  split- 
screen  editing,  Word  Processing  Plus  not  only 
does  more,  it  does  it  faster  and  easier. 

WP  Plus  is  available  on  Wang  VS,  OIS,  and 
Alliance®  systems. 

And  it's  easy  to  convert  existing  Wang  WP 
documents  to  WP  Plus. 
Word  Processing  Plus. 
Once  again,  the  last  word  in  words  is  Wang. 
For  a  demonstration  of  Wang  WP  Plus,  call 
1-800-225-9264.  Or  write  to:  Wang  Laboratories, 
Inc.,  Business  Executive  Center,  One  Industrial 
Avenue,  Lowell,  MA  01851. 


WANG 


f 

The  Office  Automation 
Computer  People. 
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983  Wang  Laboratories,  Inc.  Alliance®  is  a  registered  trademark  of  Wang  Laboratories,  Inc. 


wflu.  Street  kieek  interview 

(continued  from  p.  18) 

the  movers  in  this  world  who  create  a  standard  of  living, 
who  create  everything  that  we  have  and  we  do  and  we  are. 

Rukeyser:  You  used  to  be  known  as  a  liberal  Republican. 
It  would  take  someone  as  gifted  as  you — 

MSF:  Does  that  have  to  be  past  tense  now? 

Rukeyser:  I  was  going  to  say — well,  maybe  it's  so.  I  was 
going  to  say  that  it  would  take  one  as  gifted  as  you  at 
definitions  to  tell  me  exactly  what  a  liberal  Republican  is. 
But  you  were  one  of  the  first  people  for  Eisenhower,  you 
ran  unsuccessfully  for  the  Republican  nomination  for 
New  Jersey  in  1953.  You  ran  successfully  for  the  nomina- 
tion in  '57,  unsuccessfully  for  the  election.  What  do  you 
think  of  Ronald  Reagan?  He's  not  a  liberal  Republican. 

MSF:  I  think  he  is  absolutely  a  liberal  Republican.  A 
conservative,  to  me,  these  are  misnomers.  People  say  a 
conservative  is  somebody  who  wants  to  conserve.  You 
don't  conserve  anything  by  blocking  and  opposing  all 
change.  That's  a  dangerous  radical.  Somebody  that  wants 
to  make  things  stay  as  they  are.  There's  no  such  animal. 
They  are  of  much  more  danger  than  the  ideological  leftist. 

I  think  Reagan — you  don't  hear  Reaganomics  talked 
about  anymore.  It's  not  a  put-down  anymore.  Why?  Be- 
cause the  damn  thing's  working. 

The  fact  the  guy  is  not  an  economist,  knows  practically 
nothing  about  the  economy,  is  his  greatest  strength.  He  has 
the  gut  feel  that  this  country  will  run  better  if  people  are 
taxed  less,  if  there  is  less  absolute  total  pressure  of  govern- 
ment, if  people  are  free  to  move  and  create  and  to  do. 

Now,  the  antithesis  of  that,  he's  accused  of  having  no 
concern  for  the  poor  and  no  concern  for  the  starving.  That's 
absolute  baloney.  The  man's  the  foremost  economist  in  the 
country  because  he  doesn't  listen  to  those  who  are.  He  has  a 
gut  feel  that  a  free  marketplace  and  a  reward  in  terms  of 
being  able  to  have  less  taxes  and  keep  more  of  what  you  earn 
is  what's  going  to  move  the  country.  And  by  God,  it  is. 

Rukeyser:  You're  slandering  the  man.  He  studied  eco- 
nomics at  Eureka  College. 

MSF:  Well,  he  was  fortunate.  It  didn't  take. 

Rukeyser:  Malcolm,  I  want  to  turn  you  over  now  to 
three  budding  supercapitalists.  First,  Frank. 

Frank  Cappiello*:  Thank  you,  Louis.  Malcolm,  you  say 
you  bet  on  people  and  you've  also  had  a  long  period  to 
observe  some  of  the  great  men  and  near-great  men  of  our 
time  in  business.  If  you  were  going  to  bet  on  one  person  or 
one  big  company  over  the  next  five  or  ten  years,  which 
person  and  company  would  you  bet  on  in  terms  of  an 
investment?  Just  betting  on  the  person  now. 

MSF:  I  think  that  the  two  ablest,  far  and  away 
extraordinarily  able  guys  at  a  very  crucial  time,  and  who 
are  making  an  enormous  impact,  are  Charlie  Brown  at 
AT&T,  John  Opel  at  IBM.  John  Opel  has  taken  a 
company  that  had  it  all,  its  biggest  problem  was  an 
antitrust  thing,  and  recognizing  the  competition  in  every 
area,  he's  going  to  be  back  to  having  an  antitrust 
problem  because  they  are  being  so  successful  again  in 
every  aspect.  They  run  in  every  aspect  of  their  business 
like  they  had  competition.  He's  outstanding.  That  com- 
pany is  going  to  be  AT&T's  biggest  problem. 

At  AT&T,  John  deButts,  Charlie  Brown's  predecessor, 
fought  damn  near  to  his  dying  breath  to  keep  AT&T  an 
entity  that  the  whole  world  is  going  to  miss,  including 
all  these  people  that  pick  up  the  phone  and  have  nobody 
to  complain  to.  Brown  decided,  okay,  we're  going  to  have 
to  divest.  But  part  of  the  wisdom  of  that  decision  by 
Charlie  Brown  was  to  recognize  that  unless  he  did  undo 

"Frank  A  Cappiello  Jr  of  McCullough,  Andrews  &  Cappiello,  Inc  .  Baltimore,  Md .  Carter  Randall. 
Sun  Banks  of  Florida  in  Orlando.  Monte  Gordon,  lice  president  &  director  of  research,  Dreyfus 


this  gigantic  company,  they  couldn't  get  into  all  these 
competitive  arenas  in  the  area  of  communications. 
AT&T  wasn't  in  communications.  They're  in  communi- 
cations now.  Communications  is  the  decade  we're  in. 
And  they  are  in  it. 

Those  two  fellows  are  what  I  mean  when  I  say  it's  the  man 
with  the  steering  wheel  that  determines  the  value  of  a 
company  as  an  investment.  Those  fellows  are  it,  in  my  book. 

Carter  Randall*:  Malcolm,  one  of  the  big  problems  of 
many,  many  years  has  been  the  adversariness  between 
labor  and  management.  And  it  occurs  to  me  that  we  may 
be  evolving  into  a  system  of  worker  capitalism  where 
workers  now  are  owning  shares  in  more  and  more  of  their 
companies  and  interested  in  the  profitability. 

Would  you  react  to  that? 

MSF:  Yes.  I  think  it's — I  don't  think  that  is  what  really 
often  happens  or  is  going  to  happen.  I  think  a  worker  in  a 
company  wants  his  paycheck,  he  would  like  the  company 
to  do  well  but  he  isn't  going  to  work  all  week  in  the  hopes 
that  at  the  end  of  three  months,  the  earnings  are  going  to 
be  up  and  his  earnings  will  be  up.  He's  got  a  more  immedi- 
ate motivation.  He  now  recognizes  to  a  degree  never  before 
that  his  company  is  competitive,  even  down  at  Caterpillar, 
Peoria,  Illinois,  things  have  changed. 

They  now  recognize,  from  Japan  and  elsewhere,  that 
their  competition  is  real,  and  if  they  can't  help  to  meet  the 
price  .  .  .  that's  what's  happened  in  the  airlines,  that's 
what's  happened  at  Greyhound.  They  now  recognize  they 
are  part  of  a  competitive  world  so  their  interest  in  how  the 
company  is  doing  is  a  selfishly  motivated  one  and  it's  the 
strongest  motivation  in  the  world.  If  you  don't  have  a 
selfish  motivation,  you're  not  motivated. 

Monte  Gordon*:  You  know,  in  order  to  make  your 
unquenchable  enthusiasm  valid,  there  must  be  some  prob- 
lems around.  What  do  you  perceive  to  be  the  problems  in 
the  U.S.  economy  and  what  would  you  suggest  as  solutions? 

MSF:  Well,  I  think  our  great  problem — now,  nobody's 
going  to  agree  with  me  on  this — I  think  our  greatest 
problem  in  the  year  ahead  is  going  to  be  the  degree  of 
recovery,  the  rapidity  of  recovery  in  this  country.  Nobody 
has  talked  about  what  is  the  huge  underlying  demand  in 
this  country  in  infrastmcture.  We're  sitting"here  being  fed 
by  pipes  and  lines  and  coming  over  bridges  and  roads,  and, 
until  the  1-95  bridge  collapsed  in  a  supposedly  modem 
highway  we  had  forgotten  what  a  fragile  string  this  whole 
so-called  infrastructure,  which  is  nothing  more,  as  I  say, 
than  pipes  and  lines  and  all  these  things  made  out  of  steel 
and  concrete,  all  these  buildings,  all  these  structures,  all 
these — they  are  eroding,  they  are  in  bad  shape,  they  haven't 
been  paid  attention  to  until  the  pipe  breaks. 

The  pipes  are  breaking  all  over  the  country.  So  that 
the  demand  for  steel  .  . .  talk  about  glamour  industries. 
Take  an  Armco,  take  companies  that  are  positioned  to 
spend  a  lot  of  money  modernizing.  They're  going  to 
have  a  hit.  Now,  it  isn't  going  to  be  tomorrow.  Unem- 
ployment in  this  country  isn't  gone,  but  nobody  really 
predicted  the  drop  in  it. 

Rukeyser:  Malcolm,  I  wanted  to  stop  you  because  we're 
almost  out  of  time  and  I  want  to  hear  your  answer  to  this 
question.  We  have  to  have  it  in  about  a  sentence.  What 
would  you  say  to  the  poor  of  America  this  Christmas? 

MSF:  I  would  say  to  the  poor  of  America  that  there's 
going  to  be  much  more  opportunity,  job  opportunity,  than 
there  has  been  in  many  years.  To  the  poor  of  America  at 
this  Christmas,  I  would  say  the  best  thing  in  their  stocking 
is  going  to  be  the  fact  that  there's  going  to  be — there  are 
going  to  be  more  jobs  than  people  capable  and  willing  of 
filling  them  in  the  next  three  years  in  America. 

senior  i  'ice  chairman, 
Corp .  New  York,  N.Y. 
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Mega-project  lending 
isa  balancing  act 
few  banks  have  mastered. 

has  yours? 


If  you  have  ever  been 
involved  in  project 
financing  which  requires 
Dan  syndication,  you  know  it's 
lot  a  two-step  process.  Rather,  it  is 
simultaneous,  creative  inter- 
ction  between  two  spheres  of 
:nowledge  which  must  be  brought 
ito  balance. 

Simply  put,  a  project 
Dan  must  be  designed  to  meet  the 
riteria  of  both  buyer  and  seller, 
t  a  price  which  fulfills  the  objec- 
ives  of  both.  It's  a  balancing 
•rocess  -  both  an  art  and  a  science 
at  which  Bank  of  Montreal 
xcels.  We  have  compiled  an 
npressive  record  of  syndi- 
ated  financings  for  major  projects. 
\ut,  more  importantly,  we  have 
arned  the  respect  of  our  peers 
mong  international  lenders  who 
lave  consistently  voted  us  one  of 
be  most  professional  syndicate 
lanagers  in  the  business. 

On  one  side,  we  have  the 
•roven  expertise  required  to 
ccurately  assess  technical  risk,  the 


financial  engineering  skills  to 
structure  the  loan,  and  a  capital  base 
large  enough  to  make  a  major 


underwriting  commitment. 

On  the  other, 
Bank  of  Montreal  specialists  in 
loan  syndication  have  the  global 
experience  and  professional  re- 
spect of  key  project  banks,  as  well 
as  up-to-the-minute  awareness 
of  their  current  lending  posture. 

That's  where  the  balanc- 
ing comes  in.  Our  team  carefully 
weighs  all  these  factors  to  custom 
design  a  proposal  which  meets  the 
requirements  of  acceptable  risk  and 
yield.  Then  they  select  a  banking 
group  so  that  it  forms  a  broad, 
flexible  base  of  support  which  is 
compatible  with  both  your  short- 
term  needs  and  your  longer 
term  relationship  objectives. 

Which  is  good  to  remem- 
ber when  you're  weighing 
the  capabilities  of  a  project  bank. 
Contact  your 
Bank  of  Montreal  Account 
Manager,  or  Project  Finance, 
Merchant  Banking  Group,  First 
Canadian  Place,  Toronto,  Canada. 
Telex:  06524041. 
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Behind  the  Figures 


Edited  by  John  R.  Dorfman 

Kicked  while  he  was  down 

A  moment  of  sympathy,  please,  for 
James  Sherwood,  president  of  the  Sea 
Containers  Group.  Profits  from  his 
$230  million  (sales)  operations  will 
come  in  at  around  $22  million  for 
1983,  down  nearly  50%  from  a  $43 
million  peak  two  years  before.  The 
world  shipping  market  is,  in  a  word — 
his  word — "terrible."  Now  here 
comes  the  IRS  to  kick  a  fellow  when 


Express  train  and  highbrow  resorts 
like  the  Lodge  in  Vail,  Colo,  and  the 
Hotel  Cipriani  in  Venice,  Italy. 
"Right  now  the  American  company  is 
primarily  an  asset  company,  and  it's 
not  very  exciting,"  Sherwood  admits. 
"I'm  trying  to  put  more  flesh  on  the 
bones."  He  is  scouring  the  world  for 
new  resort  spots  to  gain  economies  of 
scale.  SeaCo  is  also  in  property  devel- 
opment, including  London's  largest 
office  building. 

Sherwood  maintains,  "The  govern- 
ment has  achieved  nothing  by  de-pair- 
ing. They  are  not  going  to  get  a  penny 
more  in  taxes.  Anybody  can  set  up  a 
company  overseas."  That  may  be  so, 
but  the  affront  to  the  IRS  is  ended. 

Meanwhile,  Sherwood  is  respond- 
ing to  the  shipping  doldrums  by  sell- 
ing off  21  of  his  31  container  ships, 
keeping  only  the  largest  ones. 


Sea  Containers  Group  President  James  Sherwood 
Will  removing  the  staple  hurt? 


he's  down.  The  tax  folks  have  moved 
to  eliminate  "stapled  stock"  as  prac- 
ticed by  Sea  Containers,  among  oth- 
ers. Briefly,  these  outfits  spun  off  their 
foreign  operations  to  separate  compa- 
nies in  countries  that  offered  favor- 
able tax  treatment.  Shares  in  the  for- 
eign firm  were  distributed  to  U.S. 
shareholders,  and  the  two  securities 
traded  as  a  unit,  with  certificates  "sta- 
pled" together.  In  Sea  Containers' 
case  the  U.S.  tax  saving  has  run  about 
$65  million  since  1976. 

Facing  the  IRS  crackdown,  Sher- 
wood is  unstapling  Bermuda-based 
Sea  Containers  from  New  York-based 
SeaCo.  As  of  Mar.  15,  the  profitable 
container  business  goes  to  the  Bermu- 
da company,  leaving  the  American 
company  holding  a  hodgepodge  of  rel- 
atively small,  marginal  "leisure  oper- 
ations," including  the  luxury  Orient 


It's  tough,  but  Sherwood,  a  portly 
50-year-old  Kentuckian,  seems  a  resil- 
ient fellow.  In  the  better  days  of  1977 
he  authored  James  Sherwood's  Discrim- 
inating Guide  to  London.  It  features 
tips  on  where  to  eat  with  your  lover, 
where  to  eat  with  important  clients 
and  where  to  eat  if  you  have  come 
into  an  inheritance.  These  days,  how- 
ever, Sherwood's  main  concern  is  not 
how  to  spend  his  money,  but  how  to 
keep  it. — Marcia  Berss 

Cum  laude 

From  his  "collegiately  cramped" 
dorm  room  in  Princeton  University's 
Lockhart  Hall,  20-year-old  Jim  La- 
velle  runs  a  mutual  fund  with,  at  last 
count,  14  clients  and  $130,000  in  as- 
sets. "Pin  Stripe  Investments,  Inc.," 
reads  the  Princeton  junior's  business 
card,  "J.  Francis  Lavelle,  President." 

Such  embellishments  would  have 
been  judged  mortally  unhip  on  cam- 
pus a  decade  ago,  and  even  now  might 
mark  someone  of  lesser  talents  as  a 
nerd.  But  Lavelle  wears  his  creden- 
tials like  a  Savile  Row  suit.  "People 
get  involved  in  my  fund  because  they 
think  that  if  I'm  doing  this  at  20,  by 
the  time  I'm  30  they  will  have  created 
a  small  fortune,"  he  explains.  "To  a 
great  extent,  that's  true." 

Just  a  year  ago  Lavelle  had  started 
an  informal  stock  advisory  service  for 
friends  and  relatives.  He  turned  it  into 
an  SEC-registered  corporation  last 
October.  His  fund's  assets  nearly  dou- 
bled recently  in  the  wake  of  an  Asso- 
ciated Press  story  on  the  fund.  In  re- 
sponse to  about  100  ensuing  inquir- 
ies, he  mailed  information  about  his 
fees  (from  2Vi%  to  4%)  and  portfolio 
(heavy  right  now  on  People  Express, 
Home  Health  Care  of  America  and 
Sunrise  Savings  &  Loan  of  Florida). 


Princeton  student  and  mutual  fund  matmger  Jim  Lavelle 

"They  think  by  the  time  I'm  30  they  will  have  a  small  fortune.' 
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Join  Esquire 
in  a  talent  search 
like  none  before 


It  is  Esquire  Magazine's  contention  that  the 
postwar  generation-  the  generation  of  the  "baby 
boom"— has  begun  making  decisive 
contributions  to  every  facet  of  American  life  today. 

Emerging  from  an  era  of  massive  change,  the 
under-forty  generation  is  committed  to  change. 
Positive  change,  in  the  form  of  new  ideas.  New 
processes.  New  goals.  At  its  best,  charging  our 
society  with  a  fresh  spirit.  Matching  any  American 
generation  before  it  in  energy,  in  idealism,  in 
accomplishment. 

It  is  Esquire's  intention  to  find  and  honor  the 
most  energetic,  most  idealistic,  most  accomplished 


SELECTION  PROCESS  FOR 
THE  ESQUIRE  1984  REGISTER 


Final  Selection  Committee 

Esquire  Editors 

Board  of  Advisers 

Regional 
Reporting  Network 


National  Public 
Nominations 


In  addition  to  nominations  from  prominent  Americans,  from 
Esquire  5  12-member  Board  of  Advisers,  and  from  individuals 
submitting  nomination  forms  included  in  advertisements  like 
this,  candidates  forlue  bisuuire  1984  Register  are  being 
researched  and  identified  bu  Esquire's  own  team  of  reporters 
in  the  held,  working  in  the  13  regions  depicted  above 

From  this  mass  of  sources.  Esquire 's  Nominating 
Committee  will  compile  approximately  51X10  names.  The 
Editorial  Board  will  then  screen  these  and  submit  500 
finalists  to  the  Final  Selection  Committee,  composed  of 
Esquire  editors  and  Advisory  Board  members,  which  will 
determine  the  individuals  to  be  honored  in  the  Register  Each 
of  these  will  then  be  interviewed  by  a  major  American  writer 
and  his  or  her  achievements  profited  in  the  December  1984 
issue  of  Esquire— The  Esquire  1984  Register. 

Your  nomination  of  an  outstanding  individual  under 
forty  should  be  made  using  the  form  at  right 
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The  December  1984  issue  of  Esquire  will  be  something 
more  than  a  typical  issue.  It  will  be  The  Esquire  1984 
Register:  Outstanding  Americans  Under  Age  Forty— 
a  unique  publishing  event,  even  by  the  unique 
standards  of  Esquire. 

members  of  this  unprecedented  generation.  In  an 
unprecedented  way. 

The  first  steps  are  already  in  motion:  an 
intensive,  year-long,  nationwide  talent  search 
covering  virtually  every  county  of  every  state  in  the 
Union.  (See  the  box  at  left.)  Before  the  finalists  are 
selected,  over  five  thousand  candidates  will  have  been 
identified,  nominated,  and  screened. 

Nominees  will  be  drawn  from  six  major  fields  of 
endeavor:  politics  and  law;  business  and  industry; 
entertainment,  sports,  and  style;  science  and 
technology;  arts  and  letters;  education  and  social 
service.  Male  and  female,  mavericks  and  prodigies, 
some  already  famous,  many  heretofore  obscure— all 
will  be  at  the  leading  edge  of  achievement  in  their 
respective  spheres.  And  all  will  be  under  forty  years 
of  age. 

These  most  remarkable  members  qf  their 
generation  will  then  be  celebrated  in  The  Esquire 
1984  Register:  Outstanding  Americans  Under  Age 
Forty,  a  remarkable  special  issue  to  be  published  in 
December  1984.  The  special  quality  and  contribution 
of  each  honoree  will  be  illuminated  in  an  article  by  a 
distinguished  writer.  Making  this  no  mere  who's-who 
listing  but  a  rich  chronicle  of  excellence,  of  a 
uniquely  American  kind.  Wrought  in  a  style  that 
is  uniquely  Esquire's. 


Identifying  the  most  outstanding  individuals  in 
a  population  of  one  hundred  million  persons  under 
the  age  of  forty  is  a  formidable  task.  To  Esquire's  own 
resources,  you  are  invited  to  add  yours.  Do  you  know, 
or  know  of.  an  outstanding  individual  in  one  of  the 
fields  listed  above  who  deserves  consideration  for  The 
Esquire  1984 Register'.  Esquire  wants  to  know 
about  him  or  her.  Take  a  few  moments  to  complete 
and  return  the  nomination  form  below.  Each 
nomination  will  be  seriously  considered. 

You  will  be  assisting  in  a  talent  search  like  none 
before.  Designed  to  honor  a  generation  of  Americans 
like  none  before. 


NOMINATION  FORM 


Send  To:  Nominating  Committee 
The  Esguire  1984  Register 
2  Park  Avenue 
New  York,  NY 10016 

OFFICIAL  NOMINATION 

Please  use  this  form  to  tell  us  about  the  person,  under  age 
forty  in  December  1984.  who  in  your  opinion  merits  national 
recognition  in  The  Esguire  1984  Register. 

Nominee's  Name  


Title/Occupation  _ 


.Company. 


Address 
City  — 
Telepho 


.  Zip  _ 


In  which  area  is  □  Politics  &  Law  □  Business  &.  Industry 

your  nominee  q  Arts  &  Letters  □  Science  &  Technology 

involved?  g  Education  &  □  Entertainment. 
Lneck  one.            Soda|  Service       Sports  &  Style 


Briefly  describe  what  this  person  has  do 
nomination:  


;  tut 


l  your 


(Attach  separate  sheet  if  necessary.) 


(Optional) 
Your  Name  _ 


City  

Telephone  _ 


May  an  Esquire  writer  or  editor  contact  you  for  further 
comments  or  background  information  about  your  nominee' 

□  Yes   □  No 


The  Esquire  1984  Register 

Honoring  Outstanding  Americans  Under  Forty 


Faces 

Behind  the  Figures 


Performance?  "For  the  first  half  of 
1983  we  were  up  51%,"  he  says. 
"However,  since  most  of  the  fund's 
holdings  at  that  time  were  in  small 
growth  companies,  we  took  a  beating 
in  the  summer.  For  the  year  we  were 
up  about  15%."  Ah,  youth. 

Besides  running  the  Pin  Stripe  fund, 
Lavelle  finds  time  to  manage  a 
$70,000  class-ring  business.  At  the 
same  time  he  maintains  an  A-  aver- 
age, majoring  in  international  affairs. 

Lavelle 's  interest  in  the  market  was 
kindled  by  his  father,  a  New  York 
City  firefighter.  Would-be  employers 
are  advised  that  Merrill  Lynch,  for 
which  he  worked  the  past  two  sum- 
mers, plans  to  put  the  young  capitalist 
to  work  as  soon  as  he  graduates,  in 
May  of  1985. — Kevin  McManus 


Saab  story 

Robert  Sinclair,  51,  the  hearty  former 
car  salesman  who  is  president  of  Saab- 
Scania  of  America,  Inc.,  likes  to  push. 
He  often  can  be  found  driving  one  of 
his  16  motorcycles  or  the  powerboat 
in  which  he  set  a  world  speed  record 
(61mph)  for  offshore  racing.  Even  his 
family  car,  a  Saab  Turbo,  sports  a  ra- 
dar detector  and  fire  extinguisher. 

So  what  if  Saab  (U.S.  sales  around 
$360  million  in  1983)  accounts  for 
less  than  0.25%  of  U.S.  car  sales?  The 
25,833  cars  Sinclair  sold  in  1983  rep- 
resent a  42%  gain  over  his  1982  rec- 
ord. Sinclair  says  he  could  have  sold 
even  more  if  he  hadn't  been  out  of 
stock  for  two  months. 

He  took  over  Saab's  U.S.  operations 
in  1979,  following  17  years  with  com- 
petitor Volvo,  two  of  them  as  vice- 
president  of  marketing.  Saabs  were 
still  considered  somewhat  exotic.  At 
one  time  they  had  a  two-stroke  engine 
that  required  a  quart  of  oil  to  be  mixed 
in  with  each  tank  of  gas.  In  1979  only 
13,812  Saabs  were  sold  in  the  U.S. 

Sinclair  narrowed  a  confusing  pro- 
fusion of  models  and  pushed  the  high 
performance  of  his  cars.  Biggest  hit: 
the  Turbo  900,  which  accounted  for 
almost  half  of  Saab's  U.S.  sales  last 
year.  Dealer  confidence  was  a  prob- 
lem when  he  arrived,  says  Sinclair.  To 
fix  that,  Sinclair  did  a  lot  of  dealer 
handholding,  but  he  also  made  sure 
that  parts  were  available. 

Helped,  along  with  all  European 


Robert  Sinclair  of  Saab-Scania 

More  Saabs  here  than  in  Sweden? 


imports,  by  a  strong  dollar,  Sinclair 
reported  profits  (before  LIFO  adjust- 
ments) of  $11.9  million  to  his  Swed- 
ish parent  in  1982.  That  roughly  dou- 
bled in  1983,  though  final  figures  are 
not  in.  "We'll  probably  always  be 
small  potatoes  in  the  U.S.  market," 
Sinclair  says.  But  Swedish  parent 
Saab-Scania  AB  expects  the  U.S.  to 
surpass  Sweden  this  year  as  its  biggest 
car  market. — Robert  McGough 


"Can  you  say  'economics'?" 

It  is  an  unlikely  setting  for  a  lesson  in 
the  dismal  science:  a  Pittsburgh  gro- 
cery store.  And  an  unlikely  teacher: 


Fred  Rogers,  the  amiable,  soft-spoken 
host  of  Mr.  Rogers'  Neighborhood,  the 
television  program  distributed  by  the 
Public  Broadcasting  Service  and 
watched  by  about  3  million  children 
daily.  "When  I  was  a  little  boy,  I  went 
to  the  store  with  my  parents,"  ex- 
plains Rogers  to  the  camera.  "I  would 
say,  'I  want  this  and  this  and  this  and 
that.'  Of  course,  I  couldn't  have  every- 
thing I  wanted  ...  no  one  can  have 
everything  he  wants." 

Rogers,  an  ordained  Presbyterian 
minister  whose  programs  emphasize 
children's  feelings  and  emotions,  is 
producing  a  five-part  Neighborhood  se- 
ries on  work,  economics  and  children, 
to  be  aired  in  April.  But  shouldn't  the 
3-to-5-year-old  set — Rogers'  prime  au- 
dience— be  spared  the  stuff  of  Smith 
and  Keynes  until  later  in  life? 

No,  says  Rogers,  who  has  a  much 
smaller  economic  cosmos  in  mind: 
"It's  helpful  for  children  to  under- 
stand why  they  can't  have  every  toy 
they  want."  Rogers  also  thinks  chil- 
dren should  learn  that  their  parents' 
going  away  from  them  to  work  is  their 
way  of  caring  and  loving. 

Rogers  himself  is  not  exactly  a 
stranger  to  the  business  world.  He  is 
president  of  his  own  $1  million  (annu- 
al budget)  production  company,  Fam- 
ily Communications,  Inc.,  is  a  direc- 
tor of  $85  million  (sales)  Vulcan,  Inc. 
and  is  chairman  of  the  board  of  La- 
trobe  Die  Casting  Co.,  formerly 
owned  by  his  father. 

The  TV  lessons  are  a  welcome  de- 
parture from  dry  economics  fare.  Peo- 
ple in  the  program's  Neighborhood  of 
Make  Believe  decide  to  allocate  a 
limited  tax  surplus  to  build  a  swim- 


Fred  Rogers  of  Mr.  Rogers'  Neighborhood 

Should  the  3-to- 5-year-old  set  be  spared  Smith  and  Keynes? 
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ming  pool.  No  government  boondog- 
gle here — after  all  it  is  Make  Believe — 
but  during  construction  a  water  main 
is  broken  and  must  be  repaired,  with 
the  funds  originally  intended  for  the 
pool.  The  pool  finally  is  built  through 
a  joint  venture  (our  words)  with  a 
nearby  neighborhood. — Jeff  Blyskal 

Sweet  creams 

The  last  decade  has  been  sobering  for 
folks  in  the  booze  business.  Per-adult 
consumption  of  liquor  has  declined 
nationwide  since  1975.  The  hard  stuff 
has  been  hardest  hit:  Sales  of  distilled 
spirits  per  U.S.  adult  have  dropped 
from  2.86  gallons  in  1975  to  2.59  gal- 
lons in  1982. 

Bucking  these  trends,  sales  of  Bai- 
leys Original  Irish  Cream  have  grown 
in  the  past  four  years  from  virtually 
nothing  to  $198  million  (1.1  million 
cases)  in  1983.  That  makes  Baileys  the 
fastest-growing  distilled  spirits  brand 
in  the  country,  according  to  Market 
Watch,  a  trade  journal. 

What  attracts  Americans — men  as 
much  as  women — to  a  $15-per-bottle 
whiskey  and  cream  liqueur  from  Ire- 
land? Susan  Lupien,  group  marketing 
director  for  Baileys'  importer,  Pad- 
dington  Corp.,  a  subsidiary  of  Brit- 
ain's Grand  Metropolitan  Pic,  has  a 
theory:  "You  have  to  acquire  a  taste 
for  scotch  or  bourbon.  Baileys  feels 
good  in  your  mouth,  it's  creamy,  and 
it  tastes  sort  of  like  a  malted  milk- 
shake." 

Baileys  didn't  seem  so  sweet  to  dis- 
tributors at  first.  They  had  been  dis- 
couraged by  some  previous  cream  li- 
queurs that  spoiled  quickly.  It  took 


about  a  year  to  sell  distributors  on 
Baileys'  longer  shelf  life — at  least  18 
months — Lupien  says. 

Contrary  to  what  you  might  think, 
the  cream  doesn't  improve  the  prod- 
uct's profit  margin:  It  actually  costs 
more  per  ounce  than  alcohol. 

Not  surprisingly,  Baileys'  intoxicat- 
ing success  has  led  to  the  birth  of  a  host 
of  me-too  brands,  ranging  from  head- 
on  imitators  like  Emmets  and  Caro- 
lans  Irish  cream  liqueurs  to  such  vari- 
ations as  Myers's  Original  Rum  Cream 
and  even  Demi-Tasse,  a  coffee,  cream 
and  cognac  liqueur,  also  imported  by 
Paddington.  Up  to  this  point,  none  of 
the  imitators  has  neared  Baileys' 
popularity. — Laura  R.  Walbert 

On  your  Marx  . . . 

You  thought  Marxists  were  incapable 
of  smiling  and  talking  ideology  at  the 
same  time?  Well,  meet  Bertell  Oil- 
man, 48,  a  Marxist  professor  of  poli- 
tics at  New  York  University.  Back  in 
1972  Oilman  decided  to  teach  Marx- 
ism to  the  U.S.  masses  by  means  of  a 
board  game.  By  1977  he  figured  Class 
Struggle  was  ready  to  market.  Up  to 
six  people  can  play,  taking  the  roles  of 
worker,  farmer,  professional,  small 
businessman,  student  or  capitalist. 
Your  role  is  determined  by  a  throw  of 
a  "genetic  die." 

Surprise:  No  game  companies  lined 
up  outside  Oilman's  door.  He  decided 
that  the  only  solution  was  to  try  to 
become  a  robber  baron  himself.  So  he 
did.  "I  found  that  I  had  to  act  more 
like  a  capitalist  than  I  cared  for,"  Oil- 
man says.  "One  of  the  toughest  things 
I  ever  faced  was  learning  to  communi- 


Susan  Lupien  of  Paddington  Corp. 

The  hard  part  was  convincing  distributors  the  stuff  wouldn't  spoil. 


Bertell  Oilman  of  New  York  University 
First,  throw  the  "genetic  die." 

cate  to  my  workers  that  they  had  to 
get  to  work  on  time." 

Oilman  formed  a  corporation — 
after  all,  he  couldn't  form  a  state — and 
got  his  friends  to  put  in  a  total  of 
about  $15,000.  He  put  in  no  money 
but  retained  stock  as  reward  for  his 
labors. 

In  1980  Oilman's  company  finally 
succeeded  in  licensing  Avalon  Hill 
Game  Co.,  a  marketer  of  some  250 
games,  many  of  them  war  games,  to 
make  and  market  the  game.  Class 
Struggle,  Inc.  receives  a  2.5%  royalty, 
about  typical  in  the  game  industry. 

Solidarity  with  the  working  man 
was  another  matter.  Early  on,  union 
members  on  strike  against  a  Long  Is- 
land branch  of  Brentano's  asked  him 
to  help  by  stopping  shipment  of 
games  to  Brentano's.  Class  Struggle, 
Inc.  declined.  "Brentano's,"  Oilman 
says,  "was  one  of  our  best  customers. 
The  union  asked  us  to  commit  finan- 
cial hara-kiri." 

All  things  considered,  Oilman 
hasn't  done  badly.  He  has  sold  about 
90,000  English-language  games,  an- 
other 90,000  or  so  in  Italian  and 
15,000  in  German.  "Of  course,"  he 
says,  "we  haven't  made  any  money, 
and  we  think  the  demand  has  prob- 
ably peaked,  so  we  probably  won't 
make  any."  But  he  thinks  the  game 
has  helped  him  get  his  point  across. 

Not  surprisingly,  small  socialist- 
oriented  bookstores  loved  Class 
Struggle.  Unfortunately,  they  didn't 
love  paying  for  it.  Right  now,  Oilman 
is  still  holding  about  $30,000  in  ac- 
counts receivable,  mostly  from  small 
stores. — Stanley  W.  Angrist 
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Personal  Affairs 


Edited  by  William  G.  Flanagan 


It's  easy  to  find  reasons  not  to  visit  India. 
But  its  5,000-year-old  history,  diverse  cul- 
tures and  man-made  and  natural  trea- 
sures are  compelling  arguments  to  go. 


More  than 
the  T^j 


By  Sobrata  N.  Chakravarty 

Y1  ou  could  start  with  the  dis- 
tance from  the  U.S.  You  could 
cite  the  country's  poverty.  You 
could  also  blame  its  at-times  not-so- 
pro-Yankee  stance.  You  might  even 
fault  the  tourism  board  for  not  flack 
ing  hard  enough.  Whatever,  Ameri- 
cans are  not  flocking  to  India  as  they 


are  to  other,  more  expensive  destina- 
tions, their  pockets  bulging  with  mac- 
rodollars.  (About  90,000  U.S.  citizens 
went  there  in  1983;  over  2  million 
visited  Britain.) 

Yet  India,  perhaps  more  than  any 
other  nation  its  size,  needs  those  dol- 
lars. Tourism  is  the  country's  largest 
single  earner  of  foreign  exchange — 
some  $1.4  billion  in  1982  alone. 


Clearly,  India  has  some  serious  con- 
sciousness raising  to  do  in  the  U.S. 

The  solution?  In  early  1985  India 
will  launch  a  yearlong  Festival  of  In- 
dia, a  cultural  and  educational  promo- 
tion— the  largest  India  has  ever 
mounted — aimed  at  improving  ties 
with  the  U.S.  and  reminding  Ameri- 
cans of  the  country's  rich  heritage  and 
touristic  delights.  And  they ''are,  in- 
deed, many,  from  the  Himalayas  and 
nearby  Mount  Everest  to  hundreds  of 
lovely  beaches;  from  perfectly  mani- 
cured gardens  to  wildlife  preserves 
where  the  magnificent  Bengal  tiger 
still  reigns.  And  everywhere,  of 
course,  are  the  temples,  forts  and 
monuments  of  5,000  years  of  history. 

Moral:  Smart  travelers  with  an  eye 
to  visiting  India  will  do  so  before  the 
promotional  drumbeats  sound. 

Most  visits  to  India  begin  in  Delhi, 
India's  capital,  one  of  its  most  fasci- 
nating cities  and  also  hub  for  the  ma- 
jor air  carriers.  Both  Pan  American 
and  Air  India  fly  direct  from  New 
York  with  a  few  stops  en  route.  Air 
fare  is  not  cheap  ($1,323).  But,  since 
expenses  can  be  kept  low  once  one 
arrives,  the  total  cost  of  a  two-  or 
three-week  vacation  in  India  can  still 
work  out  much  lower  than  a  Europe- 
an holiday.  For  most  Westerners,  it  is 
necessary  to  do  some  homework 
about  India  before  arriving;  it  is  im- 
possible to  absorb  such  a  diverse  cul- 
ture, and  its  rich  past,  in  just  a  few 
days  of  sightseeing.  Fodor's  Guide  to 
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'ndia  remains  the  best  all-purpose  in- 
troduction and  guide. 

The  best  time  to  visit  India  is  be- 
tween October  and  April.  The  sum- 
mer months  are  blisteringly  hot,  and 
they  are  followed  by  the  monsoon  sea- 
son. By  contrast,  the  fall  and  spring 
ire  delightful,  with  warm  days  and 
;ool  nights. 

Accommodations  in  Delhi  range 
Tom  $l-per-night  dormitories  to  lux- 
jry  hostelries  rivaling  the  best  in  the 
world.  A  personal  favorite  is  the 
sprawling  Ashok  hotel,  with  spacious 
grounds,  large  rooms  and  even  its  own 


elephant.  Built  on  a  ridge,  it  looks  a 
little  like  a  medieval  palace.  It  is  run 
by  the  India  Tourism  Development 
Corp.,  a  government  agency.  Unfortu- 
nately, the  Ashok  was  painted  white 
last  year,  covering  one  of  its  principal 
charms,  its  red  sandstone  exterior. 

Other  excellent  hotels  are  the  Taj 
Mahal,  the  Hyatt  Regency,  the  Oberoi 
Intercontinental  and  the  Maurya 
Sheraton.  All  of  the  hotels  have  single 
rooms  for  between  $65  and  $85  and 
doubles  from  $75  to  $95.  If  you  want  a 
taste  of  Mughal  splendor,  try  one  of 
the  presidential  suites  at  any  of  these 


hotels  ($250  to  $400). 

Just  a  rung  down  from  the  deluxe 
hotels,  but  excellent  nevertheless,  are 
Air  India's  Centaur,  near  the  airport, 
ITDC's  Akbar  and  Janpath,  Claridge's 
and  Imperial.  Prices  for  these  hotels 
range  from  $30  to  $55  for  a  single  and 
$40  to  $65  for  a  double.  Most  of  the 
hotels  mentioned  here  boil  their 
drinking  water,  which  is  something 
to  be  careful  to  demand  wherever  you 
go  in  India.  When  in  doubt,  ask  for  tea 
or  a  bottled  soft  drink. 

All  of  Delhi's  principal  hotels  have 
restaurants  that  serve  decent  Western 
and  good  Indian  food.  The  Janpath  and 
the  Taj  Mahal  also  have  good  Chinese 
fare.  Two  particularly  good  restau- 
rants are  the  Bukhara  at  the  Maurya 
Sheraton,  which  specializes  in  the 
roasted  meats  of  the  northwest  fron- 
tier, and  the  Tandoor  restaurant  at  the 
President  Hotel  on  the  edge  of  the 
walled  city  of  Old  Delhi,  which  spe- 
cializes in  food  baked  in  the  tandoor,  a 
clay  oven. 

Delhi's  history  goes  back  at  least 
2,500  years.  In  and  around  it  are  the 
ruins  of  six  earlier  cities.  It  is  a 
sprawling  city  that  is  home  to  over  5 
million  people.  While  taxis  are  easily 
available,  most  visitors  find  it  easier 
to  get  around  by  hiring  a  car  and  driv- 
er by  the  day  (cost  is  only  $  10  and  up). 

The  present  city  is  actually  com- 
posed of  three  distinct  parts.  There  is, 
first,  the  former  capital  of  Mughal  In- 
dia, now  called  Old  Delhi,  built  by 
Shah  Jahan,  the  builder  of  the  Taj  Ma- 
hal. Its  two  principal  landmarks  are 
the  Jama  Masjid,  the  largest  mosque 
in  India,  and  the  17th-century  Red 
Fort,  built  of  red  sandstone.  Many  of 
the  lovely  pavilions  inside  the  fort 
were  destroyed  by  British  troops 
when  they  captured  the  fort  after  the 
Indian  Mutiny  in  1857,  and  others 
were  used  by  them  as  stables.  But 
enough  remains  to  give  visitors  a  fla- 
vor of  what  life  might  have  been  like 
at  the  Mughal  court.  The  Diwan-i- 
Khas,  the  hall  of  private  audience, 
once  had  a  ceiling  made  of  silver  and 
housed  the  legendary  Peacock  Throne 
until  it  was  carried  off  to  Persia  (now 
Iran)  by  the  invading  Nadir  Shah.  On 
the  wall  is  a  Persian  couplet  that 
translates:  "If  there  be  paradise  on 
earth  /  It  is  here,  it  is  here,  it  is  here." 
To  get  an  idea  of  what  life  for  the 
common  folk  was  like,  walk  down  the 
twisting  Chandni  Chowk,  street  of 
the  silver  merchants.  And  don't  miss 
the  nightly  sound  and  light  show  at 
the  Red  Fort  describing  the  history  of 
Old  Delhi. 

Central  Delhi,  called  New  Delhi,  is 
the  capital  of  independent  India  and 
was  designed  in  the  early  1900s  by  Sir 
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?ach  at  Pari 

listening  and  rarely  crowded. 


\ssemhly  Hall,  Sun  Temple,  Konark   #  Mukteshwar  Temple,  Bhubaneshwar 
in  erotic  rival  to  the  Taj  Mahal.       Orissan  architecture  at  its  peak. 
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Edwin  Lutyens  as  the  capital  of  Impe- 
rial India.  Drive  up  Rajpath,  the  broad 
avenue  leading  from  India  Gate,  the 
memorial  arch  to  Indian  soldiers 
killed  during  World  War  I,  up  toward 
the  presidential  palace,  which  is 
flanked  by  two  massive  secretariat 
buildings.  The  architecture  attempted 
to  amalgamate  Hindu,  Muslim  and 
Buddhist  styles  and,  therefore,  wound 
up  with  a  style  all  its  own  that  can 
only  be  described  as  Imperial.  All 
around  central  Delhi  are  government 
bungalows  set  in  spacious  grounds 
ablaze  with  flowers  in  winter.  It 
makes  this  part  of  Delhi  one  of  the 
greenest  cities  in  the  world. 

Farther  to  the  south  is  the  post- 
Independence  New  Delhi,  a  jumble  of 
housing  developments  where  much  of 
the  city's  population  now  lives.  Near- 
by is  Humayun's  tomb,  the  mausole- 
um of  Shah  Jahan's  great  grandfather, 
which  was  one  of  the  inspirations  for 
the  Taj  Mahal. 

Delhi  is  the  place  to  shop.  The  gov- 
ernment-run Central  Cottage  Indus- 
tries Emporium  on  Janpath  has  fixed 
prices  that  are  fairly  reasonable,  and 
stands  by  its  quality.  It  offers  a  selec- 
tion of  handicrafts  from  all  over  India. 
There  is  also  the  three-block  stretch 
of  shops  run  by  the  different  state 
governments  on  Baba  Kharak  Singh 
Marg,  near  the  central  shopping  dis- 


trict. Prices  are  fixed  and  reasonable. 

From  Delhi  most  visitors  tack  on 
visits  to  the  fabulous  Taj  Mahal  at 
Agra,  built  by  the  Mughal  emperor 
Shah  Jahan  to  immortalize  his  love  for 
his  empress,  Mumtaz  Mahal.  Many 
also  visit  the  pink  sandstone  city  of 
Jaipur,  the  seat  of  Rajput  kings  who 
defied  the  Mughal  empire  for  decades. 
The  three  -  cities — Agra,  Jaipur  and 
Delhi — are  known  as  the  Golden  Tri- 
angle (see  map,  p.  108). 

There  is,  however,  another  golden 
triangle  much  less  well  known  but 
equally  fascinating — and  far  less  ex- 
pensive— to  explore.  It  is  the  towns  of 
Bhubaneshwar,  Puri  and  Konark,  in 
the  state  of  Orissa,  on  India's  east 
coast  south  of  Calcutta.  The  area  is 
known  for  its  miles  of  glistening 
beaches,  several  lovely  examples  of 
Hindu  temple  architecture  and  a 
ruined  temple  with  some  of  the  most 
amazingly  erotic  sculpture  anywhere. 
Far  less  accustomed  to  foreign  tour- 
ists, they  also  give  visitors  a  truer 
picture  of  life  in  India  today.  If  you 
have  the  time  and  do  not  demand 
absolute  modernity  and  efficiency, 
they  are  well  worth  a  visit. 

Indian  Airlines,  the  government- 
owned  domestic  airline,  flies  four 
times  a  week  from  Delhi  to  Bhuban- 
eshwar, the  capital  of  Orissa,  and  the 
first  leg  of  the  second  golden  triangle. 
The  3-hour  flight  costs  about  $130 
each  way.  (Baggage  limited  to  44 
pounds  per  person.) 

Save  seeing  the  sights  of  Bhuban- 
eshwar for  last,  and  proceed  first  to 
Puri,  about  an  1 '/2-hour  drive  away, 
through  pastoral  countryside.  The 
Orissa  Tourism  Development  Corp. 
rents  cars,  with  drivers,  inexpensive- 


Mam  entrance,  Sun  Temple,  Konark,  with  assembly  hall  in  background 
The  remains  of  a  fantastic  edifice  that  took  12  years  to  build. 


Gate  in  Old  Delhi 

A  flavor  of  life  in  Mughal  India. 

ly.  Puri's  principal  attraction  is  its 
long,  wide  beach.  Except  for  the 
month  of  October,  when  thousands  of 
Indian  tourists  from  Calcutta  descend 
upon  Puri,  the  beach  is  rarely  crowd- 
ed. The  water  is  warm  but  there  is  an 
undertow  that  requires  a  little  cau- 
tion. Local  fishermen  hire  themselves 
out  as  lifeguards.  Sunrise  on  the  beach 
is  a  particular  delight. 

You  will  meet  intense  curiosity 
here  as  elsewhere  in  Orissa — the  lo- 
cals don't  see  many  foreigners — but 
the  people  are  warm  and  friendly.  The 
major  drawback  is  that  there  are  rela- 
tively few  places  suitable  for  foreign 
tourists.  Best  choice  is  the  South  East- 
ern Railway  Hotel,  still  known  to  all 
as  the  BNR  (after  the  Bengal-Nagpur 
Railway,  which  was  the  predecessor 
to  the  SER).  If  you  want  a  taste  of  the 
British  Raj,  this  is  the  place  to  stay. 
Rooms  are  spacious,  the  building  and 
grounds  are  well  kept,  and  good  pre- 
set meals  with  Western  and  Indian 
courses  are  served  by  attentive  wait- 
ers dressed  in  uniforms  with  crests, 
red  turbans,  white  gloves — and  bare 
feet.  It  is  a  short  (five-minute)  walk 
from  the  beach.  Price  for  a  double 
room  with  all  meals,  including  morn- 
ing and  afternoon  tea:  $40;  children 
are  $10  extra. 

Puri's  other  attraction  is  the  huge 
temple  of  Jagannath.  Each  July,  during 
the  Rath  Yatra  festival,  gigantic  chari- 
ots bearing  images  of  Jagannath,  his 
brother  and  sister,  are  drawn  by  thou- 
sands of  worshippers  through  the 
streets  of  the  town  (hence  the  origin 
of  the  word  "juggernaut").  The  tem- 
ple is  not,  however,  open  to  non-Hin- 
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S  E  L  E  C  T 


ITS  A  TABLE  MODEL 
THATS  INSTANTLY  PORTABLE. 

Take  a  moment  to  study  the  photo 
graph  above.What  it  reveals  is  an 
unparalleled  achievement  in  video 
cassette  recorder  engineering. 

The  RCA  900  Convertible. 

On  the  one  hand,  ifs  the  first  in 
stantly  portable  VCR.  The  first  with 
out  cables  joining  the  recording 
deck  to  the  tuner-timer.  Just  push 
to  connect,  pull  to  disconnect. 

It  immediately  converts  to  a 
lightweight,  c'ompact,  complete 
movie  outfit,  when  you  add  a 
camera  like  RCA's  astonishing 
CC030  (battery  not  included). 

On  the  other  hand,  ifs  the  _ 
first  table  model  to  offer  a  I 
recording/playback  system  • 
with  five  heads  instead  of  four. 
You  get  amazingly  clear, 
jitter-free  special  effects  at 
both  SP  and  SLP  speeds. 

There's  more.  More  than  a 
dozen  other  outstanding 
features.  Up  to  21 -day  pro- 
gramming, eight-hour  record^ 
ing  capability,  133-channel 
capability,  stereo  playback, 
frequency-synthesized  tun- 
ing that  locates  and  locks  in- 
coming signals  precisely  on 
track,  and  full-function,  infra- 
red remote  control.  , 

All  of  which  can  only  lead 
to  one  conclusion:  The  RCA 
900  Convertible. 

There  is  no  equal. 

WE'LL  OPEN  YOUR  EYES. 


QU©#]     VIDEO  CASSETTE  RECORDER 


STOP  PLAY  PAUSE  RECORD 


n  n  n 


COUNT    MEMORY  RESET 


REWIND    SEARCH       F  FWO    VIDEO  DUB       AUDIO  Due 


jegSSpM**   For  the  complete  line  ol  SelectaVision  VCR  models  and  a  free  copy  of  the 
"Living  with  Video"  book  ($2.50  retail  value),  write:  RGA  Consumer  Electronics, 
Department  32-312S.  PO.  Box  1 976,  Indianapolis,  Indiana  46206. 

One  federal  court  has  ruled  that  in-home  recording  of  copyrighted  television  programs  is 
copyright  infringement.  Such  recordings  should  not  be  made. 
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dus,  although  it  can  be  viewed  from 
the  roof  of  the  nearby  Raghunandan 
Library.  (Beware  the  librarian,  who  of- 
fers allegedly  valuable  old  palm  leaf 
manuscripts  at  relatively  low  prices. 
If  authentic,  the  manuscripts  are  in- 
eligible for  export.) 

It  takes  a  leisurely  two  hours  to 
drive  the  85  kilometers  from  Puri  to 
Konark,  a  small  village  that  doesn't 
even  appear  on  most  atlas  maps  of 
India.  But  it  is  the  site  of  what  re- 
mains of  an  enormous  temple  to 
Surya,  the  Hindu  sun  god.  It  was  built 
around  a.d.  1250  by  the  Orissan  king 
Narasimha,  probably  to  commemo- 
rate the  king's  victory  over  Muslim 
invaders.  Orissa  was  the  only  king- 
dom in  northern  India  that  success- 
fully withstood  those  invasions.  It  is 
said  that  the  temple  took  1,200  ma- 
sons and  sculptors  12  years  to  build. 
Ravaged  by  subsequent  invaders  and 
by  the  elements,  the  temple  of  Konark 
is,  nevertheless,  still  fantastic  to  be- 
hold. The  temple  was  built  in  the 
form  of  Surya's  chariot,  with  24  gigan- 
tic wheels  and  drawn  by  seven  horses 
(the  seven  rays  of  the  sun).  Three  im- 
ages of  Surya  are  lit  up  in  turn  by  the 
sun  during  the  high  points  of  its 
progress  across  the  sky:  sunrise,  noon 
and  sunset. 

What  remains  of  the  temple's  dance 
hall  has  intricately  carved  sculptures 
of  positions  of  dance  that  can  still  be 
seen  today  in  Odissi,  the  classical 
dance  form  of  Orissa. 

Portions  of  the  assembly  hall  have 
equally  intricate  carvings  of  ele- 
phants, the  heraldic  emblem  of  the 
Orissan  kings,  as  well  as  military 
scenes  in  great  profusion. 

But  it  is  the  carvings  in  the  remain- 
der of  the  assembly  hall  that  attract 
the  most  attention.  They  are  among 
the  most  explicitly  erotic  sculptures 
in  the  world.  Every  conceivable  sex- 
ual pose  is  depicted  in  carvings  that 
are  still  remarkably  intact  even  after 
750  years  of  exposure  to  the  elements. 
And  yet,  as  sexual  as  they  are,  they  do 
not  seem  pornographic.  It  is  not  un- 
usual for  shy  Indian  widowers  to  bring 
their  nubile  daughters  to  Konark  be- 
fore their  marriages  so  that  they 
might  learn  about  the  birds  and  the 
bees  by  visual  example.  Konark  like 
the  Taj,  defies  description.  It  must  be 
experienced. 


There  are  only  two  places  to  stay  at 
Konark.  One  is  the  tiny  ITDC  Travel- 
lers' Lodge  ($9  for  a  double).  The  other 
is  the  OTDC  Panthnivas,  preferable 
because  it  is  across  the  street  from  the 
temple  and  handy  for  viewing  by 
moonlight  or  at  sunrise.  Prices  per 
room  are  $5  for  a  single,  $8  for  a 
double.  There  is  a  long,  almost  desert- 
ed beach  a  few  minutes'  drive  away. 

From  Konark  it  is  another  66  kilo- 
meters back  to  Bhubaneshwar, 
known  for  the  hundreds  of  temples 
dating  from  the  8th  century  to  the 
13th  century.  Here  one  can  see  the 
Orissan  style  of  architecture  at  its 
peak.  The  principal  temples  are  Lin- 
garaj,  Mukteshwar,  Parasuramesh- 
war,  Rajarani  and  Ananta  Vasudeva, 
some  of  which  are  not  open  to  non- 
Hindus.  The  loveliest  is  the  Rajarani 
temple,  built  in  the  13th  century  and 
set  in  a  garden  of  its  own.  One  can 
explore  this  small  gem  in  detail  since 


it  is  not  a  working  temple.  It  is  carved 
from  top  to  bottom  with  images  that 
range  from  the  religious  and  the  secu- 
lar to  the  carnal,  although  the  empha- 
sis is  not  on  the  last.  About  ten  kilo- 
meters outside  Bhubaneshwar  are  the 
Buddhist  cave  monasteries  at  Uday- 
giri  and  Khandagiri,  dating  from  the 
1st  century  B.C.,  also  worth  a  visit. 

If  you  hanker  after  luxury  accom- 
modations after  Puri  and  Konark,  the 
ITDC  Kalinga  and  a  new  hotel  called 
the  Konark  offer  centrally  air-condi- 
tioned rooms  at  $40  per  double. 

In  all,  a  visit  to  Puri,  Konark  and 
Bhubaneshwar  might  take  six  to  sev- 
en days:  perhaps  two  and  a  half  days 
in  Puri,  relaxing  on  the  beach;  two 
days  in  Konark,  between  the  temple 
and  the  beach;  and  the  rest  of  the  time 
in  Bhubaneshwar.  You  will  come 
back  with  an  experience  that  very  few 
foreigners  have  shared. 
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The  kind  of  car 

engineers  build 
when  they  don't 
have  to  answer  to 
accountants. 


The  president  of  the  Volvo 
>ar  Corporation  is  an  engineer, 
iot  an  accountant. 

So  when  it  came  to  design- 
ng  a  totally  new  Volvo,  his  con- 
uming  interest  lay  in  designing 
great  car,  not  a  cheap  car. 

The  result  is  the  Volvo 
'60  GLE. 

Our  accountants  screamed 
>ecause  the  interior  of  this  new 
:ar  came  in  over  budget.  Fortu- 
lately,  our  engineers  screamed 
ouder. 

Result:  orthopedically- 
lesigned  front  bucket  seats  that 
djust  in  16  different  directions. 
md  a  climate  control  system  so 


advanced  it  can  change  the  inte- 
rior air  five  times  a  minute. 

A  Volvo  engineer  named 
Larsson  came  up  with  an 
entirely  new  design  for  a  rear 
suspension.  Our  accountants 
claimed  it  was  too  expensive. 
(An  18"  scale  model  alone  cost 
$60,000.)  But  it  also  allowed  for 
an  incredible  degree  of  quiet- 
ness arid  comfort.  So  our  engi- 
neers got  their  suspension. 

In  designing  a  new  car,  most 
companies  go  directly  from  clay 
models  to  sheet  metal  to  save 
money  Volvo  engineers  insisted 
on  a  costly,  but  important  inter- 
mediate step:  a  full-scale 


wooden  model.  This,  they  felt, 
would  permit  superior  fit  and 
finish  in  the  final  production 
car.  Again,  our  accountants 
groaned.  But  our  engineers  got 
their  way 

You'll  find  examples  like 
this  throughout  the  760  GLE. 
Instead  of  a  car  that  smacks  of 
corner-cutting,  you'll  discover  a 
car  that's  beautifully  made. 

Naturally,  the  Volvo  760  GLE 
costs  a  little  more. 

But  down  the  road,  you'll  be 
thankful  it  was  designed  by  peo- 
ple who  have  mastered  the  art 
of  building  cars. 

Instead  of  pinching  pennies. 


THE\foLvo760  GLE 

The  closest  thing  yet  to  a  perfea  car. 
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By  Robert  Teitelman 


For  centuries,  scientists  and  craftsmen 
have  attempted  to  duplicate  the  elusive 
sound  that  Antonio  Stradivari  designed 
into  his  violins.  Nobody  has  done  it  yet. 


A  Strad  by 
any  other  name 


cret'  so  frequently  that  the  musical 
world  has  gotten  very,  very  skeptical 
about  the  whole  subject,"  says  Nor- 
man Pickering.  Pickering,  65,  presi- 
dent of  the  Violin  Society  of  America 
and  one  of  the  foremost  acoustical 
engineers,  studies  and  tests  violins  at 
an  advanced  sound  lab  in  Southamp- 
ton, N.Y. 

Structurally,  a  violin  is  merely  a 
wooden  box  partially  enclosing  a  vol- 
ume of  air — the  top  usually  spruce, 
the  bottom  maple — with  strings  made 
of  metal  or  pig  gut  wound  with  silver 
or  aluminum  wire  stretched  across  its 
face.  But  that's  like  saying  the  Mona 
Lisa  is  only  daubs  of  paint  on  poplar. 
A  violin's  distinctive  sound  comes 
from  thousands  of  interdependent 
variables  in  the  nature  of  the  wood, 
the  shape  of  the  instrument  and  the 
kind  of  filler  and  varnish  used. 

A  great  old  Stradivarius,  says  Pick- 
ering, embodies  basic  physical  contra- 
dictions. While  its  wood  is  stiff, 
which  gives  the  instrument  its  power, 
a  great  violin  also  requires  a  high  de- 
gree of  damping — a  diminishing  of  the 
vibrations  by  using  varnish,  for  exam- 
ple— to  soften  and  smooth  its  tone. 
The  problem:  If  you  make  a  well- 
damped  violin,  you  lose  power.  If  you 
take  away  the  damping,  you  get  a 
loud,  piercing  tone.  The  secret  lies  in 
getting  it  somewhere  in  between. 

That  task  is  so  difficult  that  Stradi- 
vari himself  couldn't  make  great 
Strads  very  often.  Altogether,  he  pro- 
duced perhaps  1,500  violins,  as  well  as 
violas  and  cellos,  during  his  long  life- 
time. Of  the  500  or  so  violins  that  are 


F|  EW  MYSTERIES  HAVE  Survived 
the  assaults  of  modern  science 
so  stubbornly  as  the  "secret"  of 
Antonio  Stradivari,  the  famed  17th- 
century  violin  maker.  For  more  than 
200  years  now,  craftsmen  have  been 
trying  to  recreate  the  peerless  tone, 
power  and  physical  beauty  of  the  best 
instruments  built  by  Stradivari  and 
his  contemporaries. 


The  1667  "Aranyi"  Strad 
Nobody  does  it  better. 


But  nobody  has  really  succeeded. 
The  500  or  so  Stradivariuses  in  exis- 
tence remain  a  finite  quantity,  and 
the  result  is  that  a  Strad  now  easily 
brings  a  fortune:  A  Hong  Kong  busi- 
nessman bought  one  for  $1.2  million 
last  year. 

That's  quite  an  incentive  for  an  en- 
terprising young  scientist:  Build  a  bet- 
ter violin  and  the  orchestras  of  the 
world  should  beat  a  path  to  your  door. 
But  that  may  be  a  tough  job.  "People 
announce  that  they've  found  the  'se- 
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Below,  Carleen  Hutchins  of  the 
Catgut  Acoustical  Society  adjusts  an  alto 
violin  for  acoustical  testing.  Above,  she 
laboriously  carves  the  plate  of  a  violin  in 
her  Montclair,  NJ.  workshop. 


known  to  exist,  a  far  smaller  numbei 
are  actually  played.  "He  did  make 
handful  of  great  instruments,"  saya 
Pickering,  "but  there  are  an  awful  lol 
that  sound  feeble  compared  to  mod 
ern  ones.  There's  a  great  deal  of  roi 
mance  in  perpetuating  the  myth  oi 
the  Stradivarius,  and  a  nice  business 
for  dealers." 

Stradivari's  tools  and  templates  are 
preserved  in  a  museum  in  Cremonai 
Italy,  where  he  lived  and  worked,  bul 
his  production  techniques  remain  £ 
mystery.  No  one  knows  how  he  treat 
ed  his  wood  or  what  kind  of  varnish 
he  used. 

Joseph  Nagyvary,  a  Hunganan-borr 
violin  maker  and  a  professor  of  bio 
chemistry  and  biophysics  at  Texai 
A&M,  believes  that  at  least  part  of  the 
secret  lies  in  Stradivari's  varnish.  Un 
like  modern  violin  makers'  finishes 
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well  have  pickled  it,  partially  petrify- 
ing it  with  the  necessary  minerals." 

Nagyvary's  work  has  stirred  both 
support  and  criticism.  Elisabeth  Ma- 
tesky,  a  rising  young  violinist  and  pro- 
tege of  Nathan  Milstein,  won't  go  so 
far  as  to  say  that  Nagyvary's  instru- 
ments are  the  equal  of  a  Strad,  but  she 
does  think  he's  on  the  right  track. 
Last  Nov.  1 1  she  played  before  the 
Chicago  Cultural  Society  using  three 
of  Nagyvary's  instruments.  "I 
thought  his  violins  felt  very  good,  es- 
pecially for  new  instruments,"  she 
says.  "And  on  the  tapes  of  the  perfor- 
mance, the  sound  came  across  ex- 
tremely well." 

Acoustical  engineer  Pickering, 
though,  is  less  enthusiastic.  He  ran 
tests  on  wood  before  and  after  Nagy- 
vary  treated  it,  he  says,  and  found  no 
measurable  difference.  And  a  Nagy- 
vary-built  violin  he  tested,  Pickering 
says,  was  not  exceptional.  "He's  on 
the  right  track,  and  he's  doing  good 
work,"  Pickering  says,  "but  it's  not 
the  whole  story." 

One  of  the  most  systematic  ap- 
proaches to  making  better  violins  has 
been  carried  out  by  Carleen  Hutchins, 
a  former  science  teacher  and  head  of 
the  Catgut  Acoustical  Society  in 
Montclair,  N.J.  For  over  20  years  she 
has  built  and  acoustically  tested  her 
own  violins  and  the  wood  that  goes 
into  them.  But  Hutchins  also  ships 


based  on  organic  solvents,  Stradivari's 
may  have  been  water-based,  Nagy- 
vary  speculates.  Water-based  varnish- 
es, rich  in  oxygen,  bind  well  to  the 
oxygen-rich  wood  and  don't  dampen 
the  sound  as  much.  Or,  Stradivari 
may  have  used  a  hybrid  varnish — per- 
haps a  nitrogen-  and  oxygen-rich  bio- 
logical material  such  as  chitin  ex- 
tracted from  insect  wings  and  mixed 
with  linseed  oil. 

Then  there  is  the  wood.  Nagyvary 
believes  it  may  have  had  a  high  min- 
eral content,  particularly  in  silicas, 
which  occur  commonly  in  sand — 
"petrified,"  in  other  words.  It  could 
have  been  ordinary  wood  treated  with 
chemicals  or  it  could  have  been  just 
an  accident.  "Until  recently  much  of 
the  lumber  in  Lombardy  was  floated 
down  to  Venice  to  be  sold,"  Nagyvary 
says.  "The  process  of  doing  that  may 
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We're  bringing  you 
the  Olympics  at 
the  speed  of  light. 


In  the  1984  Los  Angeles  Olympic  Games,  every 
athlete  will  be  moving  at  the  speed  of  light. 

Because  nearly  every  event  will  be  transmitted 
over  a  remarkable  new  WESTERN  ELECTRIC®  lightwave 
system  we  designed  and  installed  for  Pacific  Bell . 

"This  system  carries  information 
as  pulses  of  light  over  hair-thin  glass 
fibers:  1,344  conversations  on  a 
single  pair. 

And  its  so  flexible,  the  capacity  QQO 
of  each  fiber  can  be  tripled 


It  s  designed  to  handle  Calrfor- 


AT&T: 
nmuni 
Sponsor  1984  Olympics 


nias  growing  telecommunications 
needs.  And  to  do  it  faster,  more  efficiently  and  more 
economically  than  ever  before. 

This  summer  the  Los  Angeles  section  will  be 
handling  the  telecommunications  needs  of  over  half  a 
million  visitors,  including  TV  voice  and  data  transmis- 
sions from  about  two  dozen  Olympic  sites  to  the  whole 
world. 

So;  in  1984,  not  every  Olympian  feat  will  be  on 
the  field. 

AT&T  Applying  the  technologies  of  microelec- 
tronics;  lightwave  and  software  to  make  the  dream  of 
the  Information  Age  a  reality 


AT&T 


©1983  AT&T  Technologies 
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the  plates — the  front  and  back  of  a 
violin — to  researchers  worldwide, 
publishes  their  results  in  the  society's 
newsletter  and  in  other  technical 
journals  and  has  organized  the  materi- 
al into  a  large  and  growing  research 
library. 

New  technologies,  investigated  un- 
der the  aegis  of  the  Catgut  Society, 
also  hold  promise.  For  example,  using 
holographic  techniques  (Forbes,  Dec. 
19,  1983),  United  Technologies  scien- 
tist Karl  Stetson  has  recorded  detailed 
patterns  in  vibrations  characteristic 
of  great  violins.  And,  at  the  Universi- 
ty of  South  Carolina,  Daniel  Haines 
has  successfully  recreated  the  acous- 
tical features  of  spruce  in  a  graphite 
epoxy  laminate — offering  some  hope 
for  less  expensive  violins.  Then 
there's  the  ongoing  research,  such  as 
mathematical  modeling  techniques 
using  computers  and  sophisticated 
analytic  devices. 

In  the  end,  many  experts  believe, 
this  scientific  research  could  prove 
that  Stradivari's  "secret"  is  not  a  se- 
cret at  all — at  least  not  completely  a 
matter  of  technology  but  of  what  sci- 
entists call  "psychoacoustics."  What 


Norman  Pickering  has 
tested  violins  for  30 
years.  Above,  a  violin  is 
clamped  into  a 
computer-controlled  test 
bed.  It  taps  the  violin 
bridge,  then  measures 
rebound  and  sound  on 
a  digital  plotter. 

the  violinist  hears  and 
feels  when  he  plays  is  as 
subjective  as  the  perfume 
of  a  rose.  Violinists  report 
that  they  have  to  break  in 
even  a  reportedly  great 
violin — fiddling  with  it 
until  the  tone  suits  their 
own  ear.  In  effect,  they  are  c 
being  broken  in  by  their 
violin.  Those  who  look  for  a  purely 
technological  answer,  says  Pickering, 
are  "barking  up  the  wrong  tree." 

But  even  if,  someday,  science  dis- 
covers Stradivari's  "secret,"  there  will 
still  be  the  bow  to  worry  about.  Take 


the  wondrous  bows  of  the  19th-cen- 
tury Paris  craftsman  Francois  Xavier 
Tourte,  which  fetch  tens  of  thousands 
of  dollars  at  auction.  Nobody  has  yet 
completely  figured  out  Tourte's  "se- 
cret/' either. 


Of  potato  chips 

Making  a  crunchier  potato  chip  is  not 
as  easy  as  you  think.  These  days,  it 
requires  the  services  of  structural, 
electrical,  chemical  and  genetic  engi- 
neers and  the  power  of  the  computer. 

Potato  chips  are  big  business: 
Americans  crunched  down  $2.54  bil- 


and  microchips 

lion  worth  in  1982,  and  the  big  three 
manufacturers — Frito-Lay,  Borden 
(Wise)  and  Procter  &  Gamble  (Prin- 
gle's) — annually  spend  millions  on  re- 
search and  development.  So  far,  the 
front-runner  is  Frito-Lay,  whose  thin, 
flat  Lay's  potato  chip  and  thicker, 
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Introducing  COMPAQ  PLUS,  the  first 
high-performance  portable  personal  computer. 


The  makers  of  the  COMPAQ™ 
Portable  Computer,  the  indus- 
try standard,  announce  another 
breakthrough-the  COMPAQ  PLUS™ 
Portable  Personal  Computer.  No  other 
personal  computer  can  handle  so  much 
information  in  so  many  places. 

The  new  COMPAQ  PLUS  offers 
an  integrated  ten-megabyte  fixed  disk 
drive  in  a  portable. 

Plus  a  bigger  payload 

How  much  is  ten  megabytes? 

Enough  to  tackle  jobs  that  can't  be 
conveniently  handled  on  most  per- 
sonal computers. 

A  mailing  list  of  100,000  names  and 
addresses. 


Information 
that  would  fill  your  company^ 
ledgers  can  he  stored  on  the  fixed  disk 
drive  of  the  COMPAQ  PLUS. 

Inventory  records  on  a  quarter  mil- 
lion items. 

The  entire  San  Francisco  phone 
book,  with  room  left  for  Peoria. 

Your  most  used  programs  can  be  per- 
manently kept  on  the  fixed  disk  drive 
of  the  COMPAQ  PLUS,  ready  to 
call  up  and  run. 

Store  a  library  of  accounting 
programs— payables,  receivables, 
general  ledger,  and  payroll— with 
the  company's  books.  Then  take 
them  to  a  board  meeting  or  a 
branch  office. 

Your  inventory  control  program 
and  your  inventory  records  can  go 
with  you  to  the  factory.  Your  build- 
ing specs  and  your  project  manage- 
ment programs  can  go  with  you  to 
the  construction  site. 

The  high-capacity  portable 
multiplies  the  productivity  of  every 
program  it  runs. 


Plus  more  programs 

The  COMPAQ  PLUS  runs  all  the  pop- 
ular programs  written  for  the  IBM* 
Personal  Computer  XT,  available  in 
computer  stores  all  over  the  country. 
And  they  run  with  no  modification 
whatsoever. 

You're  buying  a  computer  to  solve 
problems.  Why  not  have  more  problem- 
solving  programs  to  choose  from? 

Plus  a  traveler's  toughness 

A  true  portable  has  got  to  be  tough. 
The  COMPAQ  PLUS  is. 

Its  fixed  disk  drive  is  designed  specifi- 
cally to  travel.  Rough  roads  and  hard 
landings  don't  bother  it  because  a  spe- 
cially designed  shock  isolation  system 
protects  the  disk  from  jolts  and 
vibration. 
All  the  working  components  are  sur- 
rounded by  a  unique  aluminum  frame 
with  cross-members  that 
strengthen  it  side-to-side,  front- 
to-back,  and  top-to-bottom. 

Does  a  portable  personal  com- 
puter really  have  to  be  this  tough? 
Take  a  look  at  your  briefcase 
and  then  decide. 

Plus  a  lot  more 

The  COMPAQ  PLUS  comes  with  a 
360K  byte  diskette  drive  for 
entering  new  programs  and  copying 
data  files. 

The  COMPAQ  PLUS  also  works 
with  optional  printers,  plotters,  and 
communications  devices  designed  for 

The  COMPAQ  Portable,  the  industry  stan- 
dard in  portable  personal  computers.  y 


The  problem-solving  power  of  a  high- 
performance  desktop  personal  computer 
can  now  go  where  you  need  it. 

IBM's  personal  computer  family. 

It  has  two  IBM-compatible  slots  for 
adding  optional  expansion  boards. 
With  companion  programs,  they'll  let 
you  network  with  other  personal  com- 
puters, communicate  with  your  head- 
quarters computer  files  or  add  memory 
capacity  if  your  needs  grow. 

When  you  see  all  that  COMPAQ 
PLUS  has  to  offer,  you'll  be  pleasantly 
surprised  by  the  price.  The  fact  is,  it 
costs  hundreds  less  than  comparably 
equipped  desktop  personal  computers. 

See  the  first  high-performance  porta- 
ble personal  computer.  The  COMPAQ 
PLUS — performance,  programs,  pro- 
ductivity. Plus  problem-solving  power. 

For  the  name  of  the  Authorized  Dealer 
nearest  you,  call  1-800-231-0900. 

c1983  COMPAQ  Computer  Corporation 
COMPAQ™  and  COMPAQ  PLUS™  are  trademarks  of 
COMPAQ  Computer  Corporation. 
IBM*  is  a  tegistered  trademark  of  International  Business 
Machines  Corporation. 

The  new  COMPAQ  PLUS,  the  first  high- 
performance  portable  personal  computer,  y 
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ridged  Ruffles  are  the  nation's  most 
popular  chips.  So  when  Frito-Lay's 
marketing  research  showed  that  some 
munchers  wanted  a  still  crunchier 
chip,  the  company  put  nearly  200  sci- 
entists and  engineers  to  work  for  two 
years  designing  and  developing  it. 

The  big  problem  was  structural, 
says  Dennis  Heard,  Frito-Lay's  vice 
president  of  R&D.  "If  you  start  off 
with  two  flat  surfaces  for  a  thicker 
chip,  the  fry  times  required  are  long 
and  the  structure  that  we  get  is  very 
hard,"  says  Heard  in  a  thick  Scottish 
brogue  (he  was  born  in  Galashiels). 
"But  if  you  go  with  the  Ruffles  cut, 
you  don't  have  the  right  type  of 
crunch,  and  the  chip  tends  to  break 
easily." 

The  solution  was  a  potato  chip  de- 
signed by  a  computer.  Engineers  start- 


the  relationship  between  the  ridges, 
or  waves,  on  the  top  and  bottom  of  the 
chip.  On  other  ridged  chips  the  upper 
wave  is  synchronized  with  the  lower 
one.  On  O'Grady's  the  bottom  wave  is 
shifted  slightly  to  the  right,  making 
the  up-slope  thicker  than  the  down- 
slope.  The  thick  portions  provide 
crunchiness  and  flavor,  while  the 
thinner  portions  supply  the  fragility. 

To  prove  his  claims,  Heard  puts  the 
new  chip  through  its  paces,  using  a 
texture-testing  machine  made  by  In- 
stron  Corp.  of  Canton,  Mass.  (This  is 
the  same  machine  that  NASA  uses  for 
testing  the  strength  of  the  space  shut- 
tle's heat  tiles.) 

With  the  chip  positioned  between 
waffled  metal  jaws,  the  Instron  simu- 
lates the  human  chewing  motion.  As 
the  vise-like  jaws  slowly  close  on  the 
sacrificial  chip,  a  graphing  pen  records 
the  process  in  seismograph-like  squig- 
gles.  Finally,  at  a  pressure  of  374 
grams  per  square  centimeter,  the  chip 
fractures.  This  is  more  than  twice 
what  an  ordinary  ridged  chip  can 
withstand,  Heard  points  out 
proudly.  "It's  twice  as 
crunchy.  You  saw  it,"  he 

II  says.  "This  is  the  super  dip 
1  chip." 
But  man  does  not  live  by 
crunch  alone.  Frito-Lay's  sci- 
entists were  also  told  to  fine 
tune  the  flavor  of  the  new 
chip — give  it  a  greater  pro- 
portion of  baked-potato  to 
fried-potato  taste.  To  find  the 
proper  ratio,  Heard's  team 


ed  with  the  Ruffles  ridged 
form.  "Now  let's  feed  into 
the  computer  an  upper-  and 
lower-wave  form,"  says 
Heard.  "Let's  feed  them  in  at 
different  amplitudes  [peak- 
to-trough  variations],  differ- 
ent frequencies  [the  number 
of  cycles  per  inch]  and  differ- 
ent phases  [the  waves'  start- 
ing points]  and  get  the  com- 
puter to  play  us  back  differ- 
ent models." 

The  model  Heard  finally 
chose  became  Frito-Lay's  new 
O'Grady's,  the  first  "phase-shifted" 
potato  chip.  The  company  will  ex- 
pand distribution  from  its  Denver  test 
market  this  year,  and  Heard  is  as 
proud  of  the  new  product  as  if  it  were 
a  microchip  instead  of  a  potato  chip. 
"We  changed  the  shape  of  the  slice  to 
build  in  a  certain  ratio  of  rigidity  to 
fragility  that  will  give  it  the  necessary 
crunchiness  profile  that  we  know  is 
acceptable  in  a  fat  chip,"  he  says. 

The  phase  shift,  he  explains,  means 


Technician  (upper  left) 
puts  chip  samples  into 
mass  spectrometer  to 
analyze  flavor 
compounds,  while 
engineer  (above) performs 
structural  tests  on 
computer-model  potato 
chip.  Scientist  (at  right) 
"chews" an  O'Grady's  by 
machine  to  test 
crunchiness. 


Scientists  at  Frito-Lay 
In  quest  of  the  perfect  crunch. 

pulverized  the  test  chips  and  drew  off 
the  gaseous  flavor  compounds.  Those 
were  condensed  and  injected  into  a 
gas  chromatograph  to  separate  them. 
Then  the  scientists  bombarded  this 
essence  of  potato  chip  with  electrons 
and  used  a  mass  spectrometer  to  iden- 
tify the  compounds.  "We  know  the 
mass  spectra  associated  with  baked 
and  fried  flavor  and  can  get  the  ratio  of 
one  to  the  other,"  Heard  explains. 

It  took  15  months  to  come  up  with 
the  new  design  and  another  year  to 
redesign  Frito-Lay's  slicing  and  frying 
machinery.  The  new  process  is  secret 
for  now — Heard  has  applied  for  a  pat- 
ent on  the  new  chip. 

What's  next  in  potato  chip  technol- 
ogy? With  O'Grady's,  says  Heard,  "we 
used  cut-style,  which  is  a  mechanistic 
approach.  But  we're  going  back  and 
applying  the  geneticist's  approach, 
the  flavor  chemist's  approach  and  the 
kineticist's  approach  by  looking  at 
the  physical  mechanisms  of  frying." 
O'Grady's  may  be  able  to  stand  up  to 
the  heaviest  dip  and  to  satisfy  the 
most  macho  masticator,  but  it  is  still 
not  the  ultimate  potato  chip.  Says 
Heard:  "We're  looking  for  perfec- 
tion."—Robert  H.  Bork  Jr. 
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WE'RE  TAKING  OFF 
INTO  THE  FUTURE. 


ADDRESSING  TOmORROW  TODAY. 


lagine. 

remarkable  new  ZIP  Code  system 
jusiness  mailers.  So  precise  it 
actually  pinpoint  specific  streets, 
-if ic  buildings.  Even  specific  build- 
loors. 

iat'stheZIP  +  4code. 
ow  imagine  a  computerized  sorting 
em  so  advanced  that  it  automati- 
i  reads  the  last  line  of  the  address 
our  envelope.  Reducing  sorting 
i  while  increasing  sorting  efficiency, 
lat's  the  Optical  Character  Reader 
R). 

EFFICIENCY. 

srhaps  most  amazing  is  the  fact 
both  the  ZIP  +  4  program  and  our 
?'s  are  already  in  place.  Ready  to 
g  technological  efficiency  to  the 


mountainous  task  of  moving  100  billion 
pieces  of  business  mail  per  year. 

But  to  deliver  the  future,  we  need 
your  help. 

Begin  by  being  sure  that  the  entire 
address  on  all  your  business  mail  is 
totally  visible,  legible  and  located 
properly.  Your  local  post  office  can  give 
you  all  the  information  you  need. 
ECONOMY 

Use  of  ZIP +  4  codes  is  voluntary. 
But  by  adopting  them,  you'll  be 
rewarded  in  the  form  of  more  stable 
postal  rates.  In  fact,  when  you  meet 
the  eligibility  requirements,  you  can 
start  saving  postage  right  away. 

If  you're  a  First-Class  mailer  of  500 
pieces  or  more  who  already  presorts, 
you  can  save  a  half-cent  per  piece 


when  you  use  ZIP  +  4  codes.  And  that's 
on  top  of  the  three-cent  discount  for 
presorting. 

If  you're  a  First-Class  mailer  who 
doesn't  presort  but  mails  250  pieces  at 
a  time,  you  can  save  nine-tenths  of  a 
cent  per  letter. 

And  no  matter  how  many,  or  how  few, 
pieces  you  mail,  using  ZIP  +  4  codes 
can  give  you  a  cleaner,  more  efficient 
mailing  list.  Plus  more  consistent 
delivery. 

COOPERATION. 

Let  us  show  you  how  you  can  put 
more  zip  in  your  mail  service.  Contact 
your  local  Postmaster  or 
Customer  Service  Represen-  |  \ 
tative.  And  send  yourself       ;  zzzsz. 
into  the  future.      ©uspsi983  > 


There's  more  to  John  Hancock  than  life  insurance. 

Financial  planning  shouldn't  begin 
with  the  latest  financial  fad* 


While  other  institutions 
are  putting  a  lot  of  money  and 
marketing  effort  behind  new 
investment  vehicles,  we  offer 
something  much  more  substantial: 
our  120  years  of  sound  investment 
experience. 

Its  the  same  reputation, 
in  fact,  that  we  put  behind  every 
service  we  offer -from  tax  plans 
to  IRA's  and  other  retirement 
programs.  We  can  even  help  you  with  auto  and  home  insurance. 

Businesses  turn  to  John  Hancock  for  employee  benefit  programs 
that  include  group  life  and  health  plans,  corporate  pension  and  profit- 
sharing  plans.  We  also  offer  experience  in  investment  banking  and  venture 
capital  opportunities,  as  well  as  capital  equipment  leasing  and  financing. 

The  ability  to  provide  many  financial  services  doesn't  happen  over- 
night. It's  the  difference  between  a  fad  and  a  solid  foundation.  That's  why 
you  should  contact  your  John  Hancock  companies  representative  today. 

We  can  help  you  here  and  now  Not  just  hereafter 

John  Hancock  Mutual  Life  Insurance  Company,  Boston,  MA  021 17  and  affiliated  companies. 
John  Hancock  Mutual  Life  Insurance  Company,  John  Hancock  Distributors,  Inc. ,  John  Hancock  Financial  Services,  Inc., 
John  Hancock  Variable  Life  Insurance  Company,  HANSECO  Insurance  Company,  John  Hancock  Venture  Capital  Management,  Inc., 
Tucker  Anthony  &  R.  L.  Day,  Inc.,  New  York/Boston  and  affiliated  companies,  all  of  Boston,  Massachusetts  02117. 
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The  Forbes/Wilshire  5000  Review 


Fad  or  fashion?  The  market  started  the  new  year  in  style, 
but  it  remains  to  be  seen  whether  this  bullish  attire  will 
stay  in  vogue.  The  early  January  rally  can  be  explained,  at 
least  in  part,  by  investors'  snapping  up  issues  that  had 
been  depressed  by  end-of-year  tax-selling.  One  effect  of 
the  jump  in  stock  prices  is  that  the  price-to-earnings 
multiple  on  the  Wilshire  index  is  up  sharply,  from  13.4 
two  weeks  ago  to  14  at  present.  Healthy  increases  in 
fourth-quarter  earnings  have  already  been  discounted.  But 
for  the  rally  to  be  sustained,  the  market  must  be  con- 
vinced that  the  economy  and  individual  corporate  fi- 


nances can  justify  increasingly  higher  stock  prices. 

In  the  last  two  weeks  the  overall  market,  as  measured 
by  the  broadly  based  Wilshire  index,  advanced  3.7%.  In 
the  current  surge,  growth  stocks  took  a  slight  edge  over 
blue  chips.  Look  at  the  investor  yardsticks  below  to  see 
the  relative  strength  of  high-volatility,  high-P/E  and  high- 
growth  stocks.  Enthusiasm  for  such  shares  pushed  the 
NASDAQ  ahead  4.1%  and  the  Amex  3.6%.  But  the  own- 
ers of  more  staid  and  conventional  stocks  have  reason  to 
smile,  too:  The  Dow  industrials  were  up  2.9% ;  the  NYSE, 
3.8%;  and  the  Forbes  500,  3.7%. 


Close-up  On  The  Equity  Markets 


Performance  of  six  leading  indexes 

Percent  change 

Wilshire 
5000 

Forbes 
500 1 

Dow  Jones 
industrials 

NYSE 
Composite 

Amex  Market 
Value  Index 

NASDAQ 
Composite 

in  last  4  weeks 

2.3 

2.4 

2.1 

2.4 

2.5 

2.6 

in  last  52  weeks 

17.7 

16.6 

19.6 

16.8 

25.7 

20.7 

Stock  performance  baaed  on  five  key  investor  yardsticks 

Percent  change 

Company  size 

Volatility1 

P/E  multiple 

Dividend  yield 

Growth  profile3 

Share  price 

large 

small 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

in  last  4  weeks 

2.7 

3.7 

4.8 

0.9 

5.1 

3.6 

1.3 

3.7 

5.1 

1.2 

2.5 

3.5 

in  last  52  weeks 

19.7 

56.5 

49.0 

27.8 

33.0 

54.7 

26.7 

54.3 

49.5 

28.3 

31.7 

47.9 

'Based  on  sales. 

2A  stock's  sensitivity  to  overall  market  movement.  High-volatility  issues  have  wide  price  fluctuations,  low-volatility  issues  are  more  stable. 
A  quantitative  evaluation  of  a  stock's  growth  image,  determined  by  Wilshire  Associates. 


Note:  All  data  for  periods  ending  1/6/84.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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Where  The  Action  Is 


January  thaw?  The  last  time  all  nine  sectors  advanced    over  battle  than  to  an  imminent  oil  patch  turnaround, 
over  a  two- week  period  was  m  November  1983.  But  one       A  surge  in  auto  stocks  helped  consumer  durables  to 
has  to  go  back  to  late  April  to  find  the  winning  combina-    become  the  second-best  performing  group,  with  a  4.6% 
tion  of  most  sectors  showing  sharp  increases  and  every    advance.  Although  brokerage  stocks  stumbled  through  the 
group  posting  gains.  Over  the  last  two  weeks,  energy,  with    second  half  of  last  year,  they  recently  regained  some  of 
a  4.9%  jump,  was  the  market's  top  performer.  This  rise,     their  luster.  The  reason:  Wall  Street's  early  January  vol- 
however,  is  probably  attributable  more  to  the  Getty  take-    ume,  which  helped  propel  the  finance  sector  to  a  3 .9%  gain. 

•""^o* "*  Petcent  change  in  last  52  weeks  "O  -O  Percent  change  in  last  two  weeks 

Capital  goods 

Consumer  durables 

Consumer  nondurables  and  services 

+ 100 

.df+3.5f^- 

+  100 

■^^4.6^- 

+  100 

+50 

+  50 

+  50 

 ^  ^ 

0 

1  1  1  1  II  1  1  1  1  1  1  1  1  1  1  1  1  1  1  I  1  1  1  1  1 

0 

1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 

o 

1  1  1  1  1 1  1  1 1  1  1  1  1  1  1  1  1  1  1  1  1  1 1  1 1 1 

'83                            1  '84 

'83                            1  '84 

'83                             1  '84 

Energy 

Finance 

r 

Raw  materials 

   .    

+  100  ^/S. 

»  * 

+  100 

^  +  3.9fV 
■  ■ 

+  100 

•^C+  2.8^*k 

+  50 

o  s///"""""S^^"/"^ 

+  50 

+  50 

 ' 

III  1 1 1 1 1 1 1 1 1 

0 

1  M  1  1  1  1  1  1  Mil  1  IN  II  1  1 

0 

1  1  1  1  1  1  1  1  1  1  1  1  1  11 

'83                            1  '84 

'83                          1  '84 

'83                           1  '84 

Technology 

Transportation 

Utilities 

+  100 

+  100 

+  100 

+  50 

+  50 

+  50 

0 

1  1  1  1  1  1  1  1  1  1  1  1  1  1  I  1  1  1  1 

0 

1  1  1  111  1  1  1  1  1  1  1  1  1  II  1  1  1  1  1  1  1  I  1 

0 

1  1  1  1  II  1  II  1.1  1  1  1  1  1  1  II 

'83                            1  '84 

'83                            1  '84 

'83                           1  '84 

What  The  Analysts  Think 


Black  hole.  Over  the  last  two  weeks  analysts  scaled  back 
their  1984  earnings  estimates  on  most  sectors.  But  oil 
stocks  were  hit  the  hardest,  with  nearly  a  7%  downward 


revision.  While  the  prospect  of  lower  fuel  costs  may  be 
good  news  for  utilities  and  transportation  companies,  it  is 
the  opposite  for  the  already  suffering  oils. 


Forecasting  the  Forbes  500 

Rank  based  on 
change  in  estimate 

Sector 

Estimated  1984 
EPS 

%  change  in  1984  estimate 
in  2  weeks      in  4  weeks 

Average 
earnings  per 
share  P/E 

l 

Utilities 

$3,36 

0.88% 

0.53% 

Performance 

2 

Transportation 

2.61 

0.27 

3.32 

period 

3 

Consumer  nondurables 

2.46 

-0.92 

-0.23 

Capital  goods 

2.13 

-1.36 

-1.22 

4 

latest  12  months 

$2.53  13.1 

5 

Finance 

3.98 

-1.39 

-2.75 

1983  estimates 

3.29  11.6 

6 

Raw  materials 

2.81 

-1.52 

-2.46 

1984  estimates 

4.37  8.6 

7 

Consumer  durables 

2.63 

-1.73 

-0.91 

8 

Technology 

1.62 

-2.15 

2.50 

9 

Energy 

1.88 

-6.81 

-5.72 

Earnings  projections  are  equal-weighted  consensus  estimates  from  over  1,800  security  analysts. 

These  figures  are  compiled  and  updated  weekly  by  Zacks  Investment  Research,  a  Chicago-based  quantitative  consulting  firm. 


Note:  All  data  for  periods  ending  1/6/84.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif.;  Zacks  Investment  Research,  Inc.,  Chicago,  III. 
124  FORBES,  JANUARY  30,  1984 


South  Africa  is 
ot  as  black  as  it  is 
ainted.  Or  as  white. 
;  is  a  country  of 
lany  races. 

During  the  last 
iree  centuries 
eople  from  many 
ations,  cultures  and 
sligions  have  made 
le  country  their  home,  giving  South 
frica  a  rich  and  diverse  heritage.  And  a 
omplex  labor  situation. 

Yet  South  Africa  continues  to 
xperience  some  of  the  most  dramatic 
ibor  reforms  in  the  world  -  without 
nrest. 

SHARING  A  BETTER 
QUALITY  OF  LIFE 

South  Africa  is  involved  in  a 
^markable  process  of  providing  fair 
pportunities  for  all  its  population 
roups.  The  South  African  Government  is 
Dmmitted  to  ensuring  that  each  of  South 
frica' s  many  nationalities  has  the  ability 
nd  resources  to  realize  its  social, 
conomic  and  political  aspirations. 

Labor  reform  is  a  leading  example  of 
outh  Africa's  development  process, 
ecent  legislation  by  the  Government 
^presented  a  complete  break  with  former 
iscriminatory  practices. 


South  Africa 

It's  not  simply 


black  or  white 


THE  FUTURE 
-  BETTER 

PROSPECTS 
FOR  ALL 

The  facts  on  the  labor 


MEETING  THE  LABOR 
 CHALLENGE  

The  new  legislation  guarantees  every 
South  African,  regardless  of  race,  sex, 
color  or  creed,  the  right  to  equal 
employment,  remuneration,  service 
conditions,  union  representation  and 
training.  The  legislation  was  enacted  to 
bring  the  country's  labor  system  into  line 
with  the  basic  principles  of  a  free- 
enterprise  economy. 

This  means  more  opportunities,  better 
working  conditions  and  higher  pay  for 
Blacks.  And  the  Government  is  actively 
promoting  the  training  of  the  total  work 
force  to  enable  each  individual  to  raise  his 
earning  capacity  and  job  status. 

Between  1970  and  1980,  the  Black 
population's  share  of  total  personal 
incomes  increased  from  about  22  %  to 
30%  -  a  sizeable  redistribution  in  only 
ten  years. 


situation  present  only  part 
of  the  picture.  Many 
aspects  of  South  African 
life  have  changed 
-  and  are  changing  at  an  ever- 
increasing  rate.  The  future  is  exciting 
because  we  have  the  people,  the 
dedication  and  a  buoyant  economy  to 
enable  us  to  keep  on  providing 
opportunities  and  improving  the  quality 
of  life  of  all  our  people. 

Because  South  Africa  is  a  microcosm 
of  so  many  of  the  world's  sensitivities,  it 
is  often  a  contentious  subject.  If  you  are 
faced  with  a  decision  regarding  South 
Africa,  make  sure  you  have  all  the  facts. 

For  more  information, 
simply  complete  the 
coupon  below. 

r  

To:  The  Minister  (Information), 
The  South  African  Embassy, 
3051  Massachusetts  Avenue, 
Washington  D.C.,  20008  N.W. 
Please  send  me  more  information  on  socio-economic 
and  political  developments  in  South  Africa. 

Name  

Address  

 Code  


We're  looking  forward  to  the  future. 

^taw^  MVtm&Smyam)  200421/USA 


Numbers  Game 


Sure,  it's  easy  to  be  hoodwinked  by  glossy 
annual  reports.  But  here's  how  to  see 
through  this  years  accounting  tricks. 

Reading  between 
the  pictures 


By  Walecia  Konrad 

Annual  report  time  is  around 
the  corner.  But  don't  be  lulled 
i  into  false  security  by  the  re- 
surgent economy.  Companies  that 
cook  the  books  will  do  so  in  good 
times  as  well  as  bad.  "It's  true  there 
might  not  be  as  much  reaching  for 
earnings  as  during  the  recession," 
says  Robert  Richter,  national  SEC 
partner  of  Laventhol  &  Horwath,  "but 
that  doesn't  mean  there  aren't  plenty 
of  new  things  to  watch  out  for." 

Every  year  brings  special  opportuni- 
ties, ways  to  show  earnings  in  the  best 
possible  light.  Here  are  some  tech- 
niques that  should  be  particularly 
popular  in  1983  annuals.  These  ploys 
won't  put  CPAs  in  jail,  but  they  can 
still  mislead  unwary  shareholders. 

•  Evaluating  cash  flow  is  crucial  to 
gauge  a  company's  success.  But  there 
has  never  been  a  requirement  to  in- 
clude cash  flow  numbers  in  financial 
statements.  Now  pressure  from  the 
Financial  Executive  Institute  has  en- 
couraged companies  to  provide  this 
information. 

What  looks  like  a  net  gain  for  the 
public  poses  problems,  however. 
Since  the  Financial  Accounting  Stan- 
dards Board  is  still  studying  cash  flow 
disclosure — along  with  lots  of  other 
issues — that  means  there  are  no  for- 
mal presentation  guidelines.  Which 
means,  in  turn,  that  you  had  better 
watch  out:  No  two  companies  will 
necessarily  account  for  cash  flow  the 
same  way. 

Look  at  Perkin-Elmer.  In  its  1983 
report  the  instrument  maker  includes 
acquisitions  and  additions  to  property 
as  a  deduction  from  cash  flow.  Good 
conservative  accounting  that  an  in- 


vestor can  appreciate.  But  other  com- 
panies will  list  additions  and  acquisi- 
tions elsewhere,  as  Marriott  did  in 
1982  and  plans  to  do  for  1983.  That 
protects  a  company's  cash  flow 
number.  Nothing  illegal  or  immoral 
here,  just  misleading. 

•  Another  new  problem  has  to  do 
with  portions  of  subsidiaries  that  are 
sold  off.  "We  are  going  to  see  more 
and  more  parent  companies  showing 
profits  this  way,"  says  Harvey 
Moskowitz,  national  director  of  ac- 
counting and  auditing  at  Seidman  & 
Seidman.  It  used  to  be,  of  course,  that 
if  a  subsidiary  sold  stock,  the  sale  was 
treated  as  a  so-called  capital  transac- 
tion for  the  subsidiary,  even  though 
the  parent's  interest  in  the  subsidiary 
decreases.  As  a  result,  the  parent  com- 
pany wasn't  allowed  to-show  the  earn- 
ings. But  last  March  the  SEC  said  a 
parent  may  recognize  the  gain  in  al- 
most all  cases  if  the  stock  is  sold  for 
more  than  the  book  value. 

Consider  University  Patents,  a 
Connecticut-based  technology  com- 
pany. Last  year  its  majority-owned 
subsidiary,  University  Genetics,  sold 
stock  and  warrants.  University  Pat- 
ents distributed  nearly  750,000  shares 
of  the  subsidiary's  stock  as  dividends. 
In  the  past  the  resulting  $2.6  million 


Edited  by  Richard  Greene 


gain  would  have  gone  directly  into 
shareholders'  equity.  Instead,  under 
the  new  rule,  the  gain  offset  operating 
losses  and  helped  the  company  report 
a  profit  on  its  income  statement. 

According  to  Robert  Berliner,  gen- 
eral partner  at  Arthur  Young,  there 
were  several  similar  transactions  in 
late  1983  that  could  show  up  as  earn- 
ings on  parent  companies'  annuals. 
Cooper  Laboratories,  for  example, 
spun  off  two  subsidiaries  last  year. 

•  Watch  out,  too,  for  this  year's 
equivalent  of  vanishing  debt.  A 
tempting  opportunity  arises  because 
the  SEC  rescinded  its  moratorium  on 
so-called  in-substance  defeasance  in 
late  December.  These  transactions  al- 
low companies  to  retire  debt  by  set- 
ting up  an  irrevocable  trust  of  risk- 
free  investments,  usually  Treasury 
bonds.  The  trust  pays  interest  on  the 
old  debt  and  retires  the  principal 
(Forbes,  Oct.  10,  1983). 

In  the  process  a  borrower  can  retire 
debt  at  a  discount,  and  companies  are 
allowed  to  show  the  discount  as  earn- 
ings. No  cash  actually  comes  into  the 
till,  of  course,  and  that's  the  problem. 
Say  you  owe  someone  $10,  which  you 
were  going  to  repay  in  five  years.  If  he 
accepts  $5  today  to  cancel  the  debt, 
would  you  say  you  earned  $5? 

Well,  that's  what  companies  are 
now  allowed  to  do.  Exxon  and  Kel- 
logg, of  course,  used  in-substance  de- 
feasances before  the  SEC's  moratori- 
um. But  accountants  also  expect 
some  companies  that  were  able  to 
sneak  in  a  defeasance  deal  after  the 
moratorium  was  lifted  to  make  dis- 
closures in  their  1983  annuals. 

A  few  new  wrinkles,  of  course, 
don't  mean  that  traditional  account- 
ing gimmicks  have  been  forgotten. 
Many  companies  are  still  buying  back 
their  own  stock  when  they  think  it  is 
undervalued.  In  the  process  these 
firms  conveniently  boost  earnings  per 
share.  Beware,  too,  of  one-time  earn- 
ings gains  that  can  give  income  state- 
ments a  temporary  glow. 

A  change  in  accounting  for  depreci- 
ation is  another  red  flag  in  any  annual 
report,  and  this  year  is  no  exception. 
Its  significance  can  be  dramatic.  Beth- 
lehem Steel,  for  example,  made  sever- 
al depreciation  changes  that  should 
help  cut  1983  losses  by  $250  million. 
Not  bad  for  a  little  paperwork. 

That  is  the  sort  of  move  that  should 
raise  eyebrows.  When  an  accounting 
technique  reflects  reality  more  clear- 
ly, it  probably  makes  sense.  When  it 
creates  earnings  with  a  few  strokes  of 
a  pen,  it  probably  doesn't.  ■ 
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Statistical  Spotlight 


Here  are  some  unusual  investments.  They 
offer  better-than-average  yield  and  the  po- 
tential of  fat  capital  appreciation. 


Convertibles  are 
back  in  style 


By  Leslie  Pittel 


CONVERTIBLE  PREFERRED  STOCK 
used  to  be  a  Wall  Street  rarity. 
But  not  today.  Look  at  the 
lumbers:  Forty-three  new  issues  of 
convertible  preferreds  worth  over  $3 
jillion  were  sold  last  year.  That  is 
learly  10  times  the  value  of  all  1982 
jfferings,  according  to  Eli  Tanenbaum 
)f  Lipper  Analytical  Services,  a  New 
fork-based  investment  research  firm. 


Why  the  rush  to  sell  convertible 
preferreds?  Much  of  the  new  stock 
results  from  corporate  mergers  and 
acquisitions.  Since  the  current  take- 
over binge  comes  at  the  end  of  a  reces- 
sion, firms  doing  the  acquiring  usual- 
ly aren't  flush  with  cash.  With  inter- 
est rates  high,  there  are  good  reasons 
to  avoid  borrowing,  and  balance 
sheets  are  often  strained  to  the  point 
where  they  can't  accommodate  any 
additional  debt. 


That's  where  convertible  preferreds 
come  in.  Firms  get  needed  cash  at 
below  bank  rates.  But  to  investors,  the 
securities  look  enough  like  debt  to-be 
valued  on  the  basis  of  yield.  At  the 
same  time  the  shares  offer  the  kicker 
of  being  able  to  benefit  from  a  com- 
pany's future  earnings  growth. 

Like  ordinary  preferred  stocks,  con- 
vertibles have  senior  status  over  com- 
mon shares  in  terms  of  dividend  pay- 
ments. They  also  usually  offer  a  yield 
higher  than  that  of  common  shares 
but  below  that  of  ordinary  preferred. 

On  a  daily  trading  basis,  convertible 
preferreds  behave  a  lot  like  common 
stock — with  the  downside  protection 
of  a  relatively  secure  dividend.  That's 
because  of  their  exchange  feature, 
which  can  be  the  source  of  consider- 
able capital  appreciation. 

What's  the  best  way  to  evaluate  a 
convertible  preferred  investment? 
"First,  you  should  really  like  the  un- 
derlying common  before  even  consid- 
ering its  convertible,"  says  Mark 
Hunt,  an  analyst  with  Value  Line's 
convertibles  department. 

With  the  appeal  of  the  common  in 
mind,  search  for  three  features  in  a 
convertible  preferred.  To  begin  with, 
compare  the  dividend  of  the  convert- 
ible to  the  common  and  the  ordinary 
preferred.  Make  sure  the  convertible's 
yield  is  higher  than  the  common's. 

Then  look  for  the  lowest  conver- 


Sporty  shares  for  rain  or  shine 


These  convertible  preferreds  all  offer  higher  yields 
than  their  underlying  common.  But  they  could  rally 


just  as  smartly.  And,  if  the  common  stocks  falter,  their 
preferreds'  fixed  dividends  limit  downside  risk. 


-Common- 


-Preferred- 


latest 


-EPS- 


1984 


-Conversion- 


Company 

price 

dividend 

yield 

price 

yield 

12-month 

estimate 

ratet 

valuet 

premium 

AMR 

40 '/8 

$2.12 

5.3% 

38  Vi 

0.3% 

$2.41 

$5.04 

1.01 

$38.89 

3.2% 

American  Can* 

42 

3.00 

7.1 

48V5 

6.0 

2.58 

4.50 

0.87 

42.20 

-0.5 

Anheuser-Busch  A* 

49% 

3.60 

7.2 

64'/2 

2.7 

6.44 

7.39 

0.65 

41.93 

18.7 

Annco 

32% 

2.10 

6.4 

21% 

1.8 

-12.39 

2.35 

1.27 

27.46 

18.8 

Associated  Dry  Goods* 

93 

4.75 

5.1 

58 

3.8 

5.37 

6.65 

1.60 

92.80 

0.2 

Barnett  Banks  Fla  A* 

42% 

2.37 

5.6 

40  Vi 

3.0 

4.44 

5.25 

1.04 

42.12 

1.2 

Bell  &  Howell* 

25% 

0.60 

2.4 

25% 

2.0 

3.22 

2.45 

1.00 

25.38 

0.0 

Bethlehem  Steel 

S9\ 

5.00 

8.4 

29 

2.1 

-  «  85 

3.03 

1.77 

51.33 

15.7 

Bethlehem  Steel 

29% 

2.50 

8.5 

29 

2  1 

-33.85 

3.03 

0.84 

24.36 

20.6 

Boise  Cascade 

57 

5.00 

8.8 

44% 

4.3 

1.75 

4.22 

1.10 

49.09 

16.1 

Buckhorn 

4'/4 

0.50 

11.8 

3% 

0.6 

-1.79 

NA 

1.14 

4.13 

2.8 

Castle  &  Cooke 

32 

2.50 

7.8 

17% 

0.52 

1.11 

1.55 

27.51 

16.3 

Champion  Intl 

56% 

4.60 

8.1 

28% 

1.4 

0.98 

3.25 

1.67 

48.22 

17.2 

Clevepak  B* 

19% 

1.84 

9.3 

15'/2 

3.9 

0.47 

NA 

1.03 

15.97 

24.5 

Cooper  Inds* 

37% 

2.90 

7.7 

37 

4.1 

0.98 

2.56 

0.95 

35.15 

7.8 

'Currently  noncallable.  t  Number  of  common 
NA:  not  available. 


;hares  received  upon  conversion. 


X  Common  stock  price  multiplied  by  conversion  rate. 

Sources:  Lipper  Analytical  Services:  Zacks  Investment  Survey,  FORBES 
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Statistical  Spotlight 


sion  premium.  This  is  the  difference 
between  the  market  price  of  a  share  of 
convertible  preferred  and  its  conver- 
sion value.  These  values  are  usually 
expressed  as  a  percentage.  If,  for  ex- 
ample, a  convertible  trading  at  $125 
can  be  swapped  for  four  shares  of  com- 


mon selling  at  $25  each,  the  conver- 
sion premium  is  25%. 

Finally,  investors  who  want  to 
minimize  risk  should  buy  securities 
with  what  is  termed  "call"  protec- 
tion. Without  this,  the  issuer  can 
redeem  a  security  at  any  time  at  a 
fixed  price.  Most  of  the  convertibles 
listed  in  this  table  have  some  call 
protection  and,  as  the  footnotes  indi- 


cate, many  are  currently  noncallable. 

"The  ideal  convertible  preferred 
should  have  a  very  high  yield  and  a 
very  low  conversion  premium,"  says 
John  Calamos  of  Noddings,  Calamos 
&  Associates,  a  Chicago-based  firm 
that  specializes  in  convertibles. 
"While  the  owner  is  waiting  for  the 
stock  to  go  up,  he  can  at  least  benefit 
from  a  high  current  dividend."  ■ 


Sporty  shares  for  rain  or  shine 


-Common- 


-Preferred- 


latest 


-EPS- 


1984 


-Conversion- 


Company 

price 

dividend 

yield 

price 

yield 

12-month 

estimate 

ratet 

valuet 

premium 

Crown  Zellerbach  A 

49% 

$4.63 

9.3% 

36% 

2.7% 

$-3.89 

$3.82 

1.06 

$39.09 

27.3% 

Esmark  B" 

38'  ! 

2.80 

7.3 

44% 

2.3 

3.66 

4.26 

0.71 

31.77 

21.2 

First  Interstate  Bancorp* 

29 '/s 

2.37 

8.1 

43 

5.2 

5.58 

6.72 

0.60 

25. K0 

12.9 

First  Pennsylvania 

27  y* 

2.62 

9.6 

7 '/4 

1.5 

-1.14 

NA 

3.23 

23.42 

16.4 

GAF 

22  >/8 

1.20 

5.4 

17 

0.3 

-0.53 

2.39 

1.25 

21.25 

4.1 

General  Growth  Prop 

26% 

1.90 

7.1 

23i/2 

2.6 

0.42 

0.90 

1.00 

23.50 

13.8 

Georgia-Pacific  C* 

30% 

2.24 

7.3 

251/2 

2.4 

0.40 

2.93 

1.00 

25.50 

20.6 

Harvey  Hubbell  C* 

44 

2.06 

4.7 

32% 

3.8 

2.85 

3.31 

1.34 

43.89 

0.3 

Household  Intl  C 

47 

2.50 

5.3 

32'/4 

5.3 

3.50 

4.15 

1.50 

48.38 

-2.8 

Household  Intl  D" 

71'/. 

6.25 

8.7 

32 '/I 

5.3 

3.50 

4.15 

1.92 

61.92 

15.5 

Ingersoll-Rand 

33% 

2.35 

7.0 

5  2 'A 

5.0 

-1.55 

3.12 

0.60 

31.35 

6.9 

Integrated  Resources* 

32% 

3.03 

9.3 

27% 

— 

3.09 

4.81 

0.94 

25.97 

26.1 

InterNorth* 

140'/. 

10.50 

7.5 

40 

5.8 

3.29 

5.76 

3.41 

136.40 

3.0 

Jewel  Cos* 

33% 

2.31 

6.8 

49 

5.3 

6.09 

6.80 

0.71 

34.79 

-2.6 

Katy  Inds  B 

73  xh 

1.46 

2.0 

•29 

- 

2.31 

NA 

2.58 

74.82 

-1.8 

LTV  B 

30  '/> 

3.06 

10.0 

18% 

1.3 

-6.19 

2.56 

1.30 

24.38 

25.1 

Mattel 

16'/. 

2.50 

15.4 

6% 

1.3 

-13.44 

0.62 

2.12 

13.52 

20.2 

McDermott  Intl 

28'/s 

2.20 

7.8 

27i/4 

1.7 

2.44 

2.95 

1.00 

27.25 

3.2 

National  Intergroup* 

76 

5.00 

6.6 

37% 

0.7 

-5.42 

4.86 

1.87 

69.89 

8.7 

PSA 

18% 

1.90 

10.1 

231/8 

2.6 

-4.52 

1.96 

0.63 

14.57 

29.6 

Penn  Central* 

100 

5.27 

5.3 

39% 

— 

2.15 

3.46 

2.44 

96.08 

4.1 

Pcnnwalt  B 

24 

1.60 

6.7 

41 1/2 

5.3 

2.20 

4.28 

0.58 

24.07 

-0.3 

Pitney  Bowes* 

70 

2.12 

3.0 

35^ 

2.6 

2.62 

3.42 

2.00 

71.25 

-1.8 

RCA* 

29% 

2.12 

7.2 

36'/. 

2.5 

1.83 

3.08 

0.71 

25.74 

14.1 

Republic  Steel" 

77 

5.25 

6.8 

29 

1.7 

-13.20 

2.64 

2.61 

75.69 

1.7 

RepublicBank  A* 

28 1/2 

2.12 

7.4 

31% 

5.2 

5.27 

6.03 

0.86 

27.20 

4.8 

Signal  Cos  A 

57 

4.12 

7.5 

35 

2.6 

1.07 

3.08 

1.47 

51.45 

10.8 

Talley  Inds  B 

14'/. 

1.00 

6.9 

11 

2.3 

0.87 

1.15 

1.05 

11.55 

25.5 

Textron  A 

37 

2.08 

6.1 

34 

4.9 

2.23 

3.31 

1.10 

40.70 

-16.5 

Time  Inc  B* 

88 

1.57 

1.8 

61 1/2 

1.6** 

2.56 

4.38 

1.44 

88.56 

-0.6 

Trans  World  Airlines 

21 W 

2.25 

10.7 

121/4 

-1.22 

1.03 

1.50 

18.38 

15.0 

Trans  World  Corp  C* 

42'/4 

2.66 

6.3 

40% 

-0.44 

3.44 

1.00 

40.38 

4.6 

UAL  Inc  B* 

28% 

2.40 

8.5 

39 

0.6 

4.65 

4.53 

0.59 

23.01 

23.3 

Union  Pacific* 

1141/2 

7.25 

6.3 

521/s 

3.5 

3.27  • 

4.85 

2.00 

104.25 

9.8 

US  Steel" 

154 

12.75 

8.3 

32'/4 

3.1 

-6.23 

3.40 

4.49 

144.80 

6.4 

US  Steel" 

30  '/2 

2.25 

7.4 

32% 

3.1 

-6.23 

3.40 

0.87 

28.14 

8.4 

United  Technologies* 

33% 

2.55 

7.6 

74% 

3.5 

7.60 

9.18 

0.39 

28.96 

15.3 

USLIFE 

29% 

2.25 

7.7 

291/2 

3.3 

3.71 

4.15 

0.87 

25.67 

14.5 

Weyerhaeuser 

44  '/2 

2.80 

6.3 

35 

3.7 

1.07 

3.28 

121 

42.35 

5.1 

Weyerhaeuser* 

49% 

4.50 

9.0 

35 

3.7 

1.07 

3.28 

1.11 

38.85 

28.4 

'Currently  noncallable  \  Number 
**  Prior  to  spinoff  of  Temple-Inland 


of  common  shares  received  upon 
NA:  not  available. 


conversion. 


%  Common  stock  price  multiplied  by  conversion  rate. 

Sources  Upper  Analytical  Services.  Zacks  Investment  SuiTey;  FORBES 
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The  biggest  issues 
confronting  America 

today. 


Today,  only  Reader's  Digest  and  TV  Guide  have  higher 
domestic  U.S.  circulation  than  Modern  Maturity 
Our  8,990,006  total  is  documented  by  the  geo- 
graphic analysis  of  the  June  30,  1983  ABC  publishers' 
statements. 

It's  explained  by  the  phenomenal  growth  of  the  50  and 
over  market— now  one  in  every  three  adult  Americans. 

And  these  experienced  consumers  control  50%  of 
all  discretionary  income,  according  to  the  Conference 
Board. 

Join  the  growing  list  of  advertisers  who  target  these 
experienced  consumers  in  Modern  Maturity 

There's  no  better  growth  opportunity  for  your 
product  or  service. 

Modern  Maturity 

America's  3rd  largest  magazine. 


Maturity  Magazines  Group,  420  Lexington  Avenue,  New  York,  N.  Y.  10170  212-599-1880 


Follow  the  leaders. 

For  over  fifty  years,  Newsweek  has  followed  the  leaders  of 
the  world  all  over  die  world.  Because  what  they  think  and  say  and  do 
has  a  profound  effect  on  your  world. 

Every  week,  Newsweek  takes  you  beyond  the  news  to  reveal 
the  human  issues  and  the  real  motivations  of  the  people  who  shape, 
inspire,  endanger  or  transform  our  lives. 

And  we  do  it  with  accuracy  With  clarity  With  objectivity 

This  week.  Every  week.  Pick  up  a  copy  of  Newsweek  and 
you'll  hold  the  world  in  your  hands. 


The  world  in  your  hands. 

Newsweek 


The  Funds 


"It's  called  the  LMH  Fund"  says  founder 
Leonard  M.  Heine.  "Who  do  you  suppose 
the  fund  is  named  after?" 

A  matter 
of  ego 


By  Barbara  Rudolph 

Mutual  funds  are  attracting 
more  money  than  ever.  Being 
self-employed  is  also  the 
rage.  Since  starting  a  new  fund  takes 
relatively  little  capital  while  offering 
potentially  huge  profits,  there  ought 
to  be  plenty  of  entrepreneurial  start- 
ups, right? 

Wrong.  Though  the  number  of 
funds  is  up  more  than  30%  in  the  past 
18  months,  only  a  handful  of  the  new 
entrants  are  first  offerings  of  small 
managers.  Nearly  all  of  the  62  funds 
that  made  debuts  last  year  are  so- 
called  product  line  extensions  spon- 
sored by  the  big  management  compa- 
nies. You  know,  the  folks  at  Dreyfus 
or  Fidelity  say  to  themselves,  "Let's 
throw  on  another  growth  fund." 

Statistics  aren't  available,  but  old- 
timers  remember  a  very  different  situ- 
ation in  the  salad  days  of  the  Sixties. 
Then  lots  of  money  managers — in- 
cluding such  big  names  as  Fred  Alger, 
Fred  Mates  and  Jerry  Tsai — rushed  to 
get  in  on  the  mutual  fund  action.  The 
reasons  are  obvious.  Aside  from  the 
riches  that  roll  in  if  a  fund  gets  big,  an 
in-house  fund  is  a  convenient  spot  for 
stray  individual  accounts  that  are  too 
small  for  individual  hand-holding. 

These  days  the  economics  of  the 
mutual  fund  business  are  different, 
and  they  tend  to  keep  little  guys  out. 
Consolidation  in  the  brokerage  indus- 
try is  a  problem  for  load  funds.  Merrill 
Lynch,  after  all,  is  harder  to  cultivate 
than  Down,  Home  &  Co.,  based  in  the 
state  capital.  New  no-loads,  mean- 
while, are  up  against  the  huge  promo- 
tion budgets  of  established  funds. 

The  cost  of  entering  the  business  is 
up  sharply,  too.  Minimum  startup  ex- 


penses are  probably  $125,000:  Law- 
yers will  want  $50,000,  accountants 
and  printers  $25,000  apiece.  The  rest 
is  a  cushion  for  office  space  and  cleri- 
cal help,  leaving  little  for  promotion 
or  investment  research. 

Michael  Lipper,  a  respected  indus- 
try analyst,  advises  most  money  man- 
agers against  entering  the  fund  busi- 
ness based  on  a  slightly  different  anal- 
ysis: Suppose  you  are  an  absentee 
owner,  looking  for  a  10%  annual  re- 
turn. You  decide  to  do  a  full-fledged 
marketing  effort — -spending,  say, 
$100,000  a  year.  Paying  portfolio 
managers  market  rates  of  perhaps 
$150,000  annually,  you  won't  realize 
that  return  until  the  fund  reaches 
$100  million  in  assets. 

Those  numbers  may  be  overly  pes- 
simistic, of  course.  An  owner-man- 


ager needn't  pay  himself  a  market  sal- 
ary, and  many  small  no-load  funds 
never  advertise  at  all.  But  even  with 
minimal  overhead,  the  rule  of  thumb 
seems  to  be  that  a  new  fund  doesn't 
break  even  until  assets  are  some- 
where between  $25  million  and  $40 
million,  assuming  management  fees 
of  around  0.75%  of  assets.  At  this 
point,  it  becomes  a  very  nice  business: 
Mutual  fund  assets  tend  to  be  highly 
stable,  and  fee  income  beyond  break- 
even is  almost  all  profit.  A  $500  mil- 
lion no-load  that  runs  a  bare-bones 
operation  can  throw  off  $1.5  million 
after  expenses. 

That's  one  reason  there  are  always 
money  managers  who  dive  in  head 
first.  Ego  is  another.  Consider  Leon- 
ard M.  Heine,  who  runs  top-perform- 
ing Management  Asset  Corp.,  a  West- 
port,  Conn,  firm  that  manages  $400 
million.  His  average  fee  is  over  0.75%, 
so  Heine  isn't  pressed  for  cash.  But 
last  September  he  launched  a  mutual 
fund.  "We  opened  for  the  old  Sixties 
reasons,"  he  explains.  "We  had  cli- 
ents we  wanted  to  get  together." 

But  there's  more  involved,  as  Heine 
readily  admits:  "We're  called  the 
LMH  Fund,  and  who  do  you  think  it's 
named  after?"  At  the  moment,  LMH 
has  assets  of  only  $11  million,  so 
Heine  is  losing  money  every  day.  "But 
I  love  it,"  he  admits.  "I  feel  creative. 
There  is  nothing  creative  about  mak- 
ing 20%  on  someone's  money,  not 
like  writing  a  novel.  But  here  I've 
built  something." 

In  the  fund  business,  however,  cre- 
ating is  simpler  than  nurturing.  It  is 
usually  easier  to  snare  the  first  $10 
million  than  the  next  $10-$20  million 

in  new  sales.  Without  salesmen,  for 
example,  no-load  fund  managers  can 
rarely  entice  brokers  to  push  their 
product.  A  manager  with  an  existing 
investment  business  can  have  an  edge 
over  the  pure  startup,  though,  by  of- 
fering reciprocal  commissions  for  the 
stock  purchases  the  fund  makes. 

Even  if  the  bull  market  hasn't  led 
lots  of  novices  into  the  fund  business, 
it  has  pushed  small  fund  managers  to 
bring  out  a  second  or  third  product. 
Two  examples:  United  Services  Advi- 
sors launched  a  second  precious  met- 
als fund,  and  Pennsylvania  Mutual 
spawned  the  Royce  Value  Fund. 

With  the  market  rising,  startups 
have  a  good  chance  of  scoring  initial 
successes.  But  mutual  funds  can  dis- 
appear as  quickly  as  they  are  created. 
It  is  a  safe  bet  that  the  next  bear 
market  will  bring  the  demise  of  many 
of  today's  newcomers.  ■ 
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J&H  thinks  CFOs 
could  use  a  new  tool 
to  avoid  overt unding 
pension  programs. 

What  doyou  think? 


Four  out  of  five  corporations  that  have  used  the 
J&H  liability  planning/asset  allocation  system  to 
analyze  their  pension  programs  have  found  that  they 
are  significantly  overfunding  their  salaried  plans. 

The  J&H  system  incorporates  unique  computer 
forecast  and  projection  techniques  that  allow  CFOs 
to  evaluate  alternative  actuarial  assumptions  and 
plan  funding  methods  simultaneously. 

With  this  information,  CFOs  can  get  a  better  fix 
on  the  cost  of  their  pension  programs  and  fine-tune 
the  funding  policy.  Many  find  they  can  prudently 
reduce  current  contributions  and  continue  to  meet 
corporate  objectives. 

Pension  plan  funding.  You  should  know  your  options. 
We'd  like  to  talk  with  you  about  this. 

Johnson  Higgms 

We  answer  only  to  you. 


EMPLOYEE  BENEFIT  AND  ACTUARIAL  CONSULTING  :  RISK  AND  INSURANCE  MANAGEMENT  SERVICES  THROUGHOUT  THE  WORLD 


Want  to  see  water  where  it 
almost  never  rains? 


Borg-Warner  submersible  pumps  help  bring  vital  irrigation  water  5000  feet,  almost  a  mile, 
straight  up  from  beneath  arid  desert  sands.  That's  today's  Borg-Warner.  Diversified  for  financial 
stability.  A  company  worth  watching. 


borgxwarner 


3  1983  Borg  Wanwi  Corporation 


Watch 

Bora-Warner 


For  an  annual  report  write:  Borg-Warner,  Dept.  50,  200  South  Michigan  Avenue,  Chicago,  Illinois  60604. 


Capital  Markets 


In  a  year  and  a  half,  stripped  Treasurys 
have  become  a  popular  investment  for 
specialized  purposes.  Trouble  was,  they 
were  all  'handmade. "  Until  now. 

GENERIC  ZEROS 


By  Ben  Weberman 


Longtime  readers  of  this  column 
may  remember  that  we  were  among 
the  first  to  describe  and  advocate 
the  stripping  of  coupons  from  U.S. 
Treasury  bonds,  thus  creating  a  se- 
ries of  fixed  income  securities  with 
a  low  initial  price  and  interest  pay- 
ments deferred  until  maturity. 
These  were  the  first  zero  coupon 
bonds.  A  12%,  30-year,  $1,000 
bond,  for  example,  consists  of  60 
semiannual  coupons  of  $60  each 
and  $1,000  in  principal.  Take  away 
the  coupon  and  it  becomes  a  securi- 
ty that  sells  at  $30.31  and  returns 
$1,000  at  maturity. 

At  first  the  Treasury  Department 
frowned  on  coupon-stripping, 
which  it  considered  defacing  gov- 
ernment property.  That  was  back  in 
1981  and  early  1982,  when  the  big- 
gest and  best-known  dealers  would 
not  acknowledge  they  stripped 
bonds.  Only  with  great  difficulty 
did  I  round  up  a  list  of  reputable 
firms,  mostly  in  Chicago,  that  were 
doing  it  and  would  admit  it. 

Then  Treasury  said  it  was  okay. 
Before  long  Merrill  Lynch  and  Salo- 
mon Brothers  were  in  effect  strip- 
ping bonds  by  creating,  and  selling 
separately,  receipts  for  each  interest 
coupon  and  the  corpus  of  the  bond. 
The  brokers  describe  them  as 
TIGRs  and  CATs.  Other  firms 
sliced  interest  coupons  to  order — a 


Ben  Weberman  is  economics  editor  of 
Forbes  magazine: 


private  placement,  in  effect. 

Since  then  stripped  securities 
have  continued  to  increase  in  popu- 
larity. Bear  in  mind  that  they  are 
terrible  as  straightforward  invest- 
ments for  individuals.  That's  be- 
cause the  annual  appreciation  from 
original  selling  price  to  ultimate 
full  face  value  is  imputed  income, 
subject  to  full  federal  taxes.  You  end 
up  paying  taxes  for  something  you 
have  not  yet  received.  That's  hardly 
what  a  tax  shelter  is  all  about. 

But  for  specialized  purposes,  zero 
coupons  can  be  a  nice  investment. 
Buy  $2,000  current  value  of  a  2004 
bond  yielding  12%  for  your  IRA  and 
you'll  have  a  nice  nest  egg  of 
$20,570  if  you  are  age  45  or  so  today. 
If  you  are  35,  buy  a  bond  due  in  2009 
yielding  11.75%.  An  outlay  of 
$2,000  would  get  you  $34,730  prin- 
cipal amount  at  maturity.  These 
bonds  are  particularly  good  for  IRAs 
and  Keogh  plans  because  interest 
and  dividends  are  not  taxed  until 
withdrawn. 

Zero  coupon  securities  also  are 
nice  gifts  for  infants  and  very  young 
children,  if  they  are  timed  to  cover 
some  or  all  of  their  education.  Just 
remember  that  the  zeros'  value  is 
affected  by  the  inflation  rate.  You 
don't  want  to  buy  an  1 1%-yield-to- 
maturity  bond  in  a  15%  inflation 
environment,  obviously.  On  the 
other  hand,  that  11%  bond  in  a  5% 
inflation  will  provide  real  additions 
to  purchasing  power  over  the  period 
to  maturity. 

And,  of  course,  a  zero  coupon 
nicely  locks  in  interest  rates.  If  you 
like  12%  10-year  Treasurys,  11.75% 
20-year  Treasurys  or  11.50%  30- 
year  bonds,  this  is  the  way  to  be 
sure  that  your  principal  is  actually 
reinvested  at  those  rates.  By  con- 
trast, if  you  buy  a  30-year  un- 
stripped  12%  Treasury  bond  priced 
at  101 12/i2  with  a  quoted  yield  of 
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11.85%,  you  must  be  able  to  rein- 
vest all  the  semiannual  dividends  at 
that  rate  to  realize  the  11.85%  re- 
turn over  the  period.  If  reinvest- 
ment rates  fall  to  6%,  your  realized 
yield  to  maturity  falls  far  short  of 
11.85%. 

Treasury-backed  zero  coupon  is- 
sues come  in  three  types:  physical, 
depository  receipt  and  generic.  The 
latter  is  the  newest  and  has  the 
most  promise.  The  physical  Trea- 
surys are  the  soundest,  of  course. 
No  one  can  question  the  credit  qual- 
ity of  a  U.S.  Treasury  bond  or  inter- 
est coupon.  But  these  physical  is- 
sues cannot  readily  be  substituted. 

If  a  stripped  Treasury  started  out 
as,  say,  an  85/s  of  November  1993, 
while  another  started  as  1 13A  of  No- 
vember 1993,  there  is  a  substantial 
difference  in  price.  The  85/ss  sell  at 
82  and  the  1  l3/4s  at  100.  Take  away 
the  interest  coupons  and  both  are 
corpuses  of  $1,000  principal 
amount,  trading  to  yield  12%  and 
priced  at  $312.  Legally,  however, 
these  corpuses  are  not  easily  inter- 
changeable. 

Thus  the  new  generic  certificates, 
created  by  Goldman,  Sachs  &.  Co. 
and  First  Boston  Corp.  The  lawyers 
still  have  to  dot  some  i's  and  cross 
some  t's,  but  the  time  is  not  far  off 
when  an  investment  banker  will 
market  certificates  collateralized  by 
Treasury  paper  that  is  held  in  a  cus- 
todian bank's  vault.  The  principal 
at  maturity  could  come  from  any 
bond,  regardless  of  original  coupon, 
which  fulfills  the  obligation.  In  oth- 
er words,  a  $53.75  interest  coupon 
due  Nov.  15,  1987 — to  select  a  date 
at  random — can  come  from  103/4S 
due  Nov.  15,  2003,  or  from  103/4S 
due  six  months  earlier.  The  generic 
character  permits  such  substitu- 
tions. It's  possible  that  other,  more 
liberal  substitutions  might  be 
worked  out  later.  But  consumers 
should  be  aware  that  in  certain  cir- 
cumstances where  Treasurys  are  le- 
gally required,  these  generics  may 
not  be  acceptable. 

Dealers  will  make  markets  in 
these  issues  during  good  times.  But 
none,  other  than  the  sponsors,  will 
probably  feel  obligated  to  support 
the  markets  when  the  going  is 
rough.  Even  at  that,  though,  the  end 
result  will  be  a  product  with  greater 
market  depth  than  stripped  bonds 
have  had  heretofore,  when  each  was 
made  to  order.  ■ 
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The  markets  are  out  of  sync,  and  for 
different  versions  of  the  same  reason. 

THE  WORLD 
ACCORDING  TO 
KEYNES 


By  David  Dreman 


The  master  was  right:  "Nothing  is 
more  suicidal  than  a  rational  invest- 
ment strategy  in  an  irrational 
world."  John  Maynard  Keynes  said 
that,  and  he  was  just  as  much  at 
home  with  investor  psychology  as 
he  was  with  economics.  Keynes  un- 
derstood how  crowd  psychology, 
shifting  frequently  and  sometimes 
wildly,  can  confound  investment 
decisions  that  seem  to  have  made 
eminent  sense,  based  on  logic  and 
the  known  facts. 

With  all  due  respect  to  the  good 
people  at  the  University  of  Chicago, 
who  write  that  investors'  decisions 
are  as  smoothly  ordered  as  the  logic 
of  a  large  computer,  Keynes'  com- 
ments seem  truer  now  than  ever. 
Take  the  following  examples: 

Item:  The  economy  is  in  a  major 
expansionary  phase,  with  plenty  of 
unused  capacity  and  labor  to  draw 
upon.  Retail  sales  are  the  best  in 
over  a  decade,  and  stocks  are  still 
moderately  priced.  Would  this  not 
be  good  news  for  the  market?  Heck 
no,  it's  terrible.  Expansion  may 
bring  inflation  and  a  Fed  crack- 
down, although  no  signs  are  even  on 
the  horizon,  and  rates  are  lower  now 
than  at  any  time  since  the  mid- 
1970s.  Given  these  conditions,  a  ra- 
tional market  would  have  contin- 
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ued  higher  through  late  1983.  But 
Lord  Keynes  knew  better  than  to 
expect  the  market  to  be  rational. 

Item:  Irrational  investor  behavior 
becomes  more  apparent  when  you 
look  at  recent  activities  in  the  pre- 
cious metals  markets.  The  prices  of 
gold  and  silver — particularly  sil- 
ver— have  free-fallen.  Plummeting 
precious  metals  prices  assume  low- 
er rates  of  inflation — or  maybe  even 
deflation — ahead.  Thus,  precious 
metals  and  commodity  players  are 
anticipating  precisely  the  opposite 
scenario  from  those  of  stock  market 
types.  Should  this  happen?  No. 
Never  before  has  one  market  col- 
lapsed because  of  the  fear  of  lower 
inflation  or  possibly  deflation, 
while  at  the  same  time  a  second  fell 
for  exactly  the  opposite  reason. 

Item:  To  capture  the  full  flavor  of 
investor  discombobulation,  let's 
look  at  the  bond  market.  Govern- 
ment bonds  in  major  Western  coun- 
tries have  yielded  2%  to  3%  above 
whatever  was  the  current  inflation 
rate  for  at  least  two  centuries.  To- 
day 20-year  Treasurys  yield  12%,  or 
almost  triple  real  long-term  interest 
rates.  Even  tax-free  municipals 
yield  2lA  times  the  historic  infla- 
tion-adjusted rate. 

So  there  you  have  it:  Three  mar- 
kets totally  out  of  whack  with  one 
another  because  of  dramatically  dif- 
ferent investor  assumptions  for  in- 
flation in  each.  How  can  you  have 
inflation  in  the  bond  market  and 
deflation  in  the  commodity  mar- 
kets? You  can't,  but  the  markets  are 
acting  as  if  you  can.  Unlike  most 
economists  and  many  financial 
types,  Keynes  knew  better  than  to 
consider  financial  markets  rational. 

Sure,  investors  are  perplexed. 
Given  the  zaniness  of  the  examples 
above,  who  wouldn't  be?  Fortunate- 
ly, there  is  a  relatively  simple  an- 
swer that  Lord  Keynes  discovered 


long  ago.  An  answer  that  allowed 
him  to  make  a  fortune  for  himself 
and  his  university — Cambridge — by 
simply  reading  the  financial  news- 
papers in  bed  over  coffee  every 
morning  and  then  issuing  instruc- 
tions to  his  brokers. 

The  answer  is  simple:  Disregard 
the  static  about  daily  good  news  or 
crises.  Forget  the  geniuses  who  rush 
in  to  buy  or  sell  with  every  new  blip 
in  the  Ml  and  urge  you  to  do  the 
same.  (Half  the  time  Ml  is  revised 
drastically  in  the  opposite  direction 
only  months  later.)  Also  forget  the 
Henry  Kaufmans  and  other  experts, 
whose  opinions  move  back  and 
forth  with  the  speed  of  a  fast  volley 
in  Ping-Pong.  Keep  your  eye  on  only 
one  thing:  value.  Even  in  irrational 
markets  real  value  will  out.  It  al- 
ways has  and  always  will. 

In  stocks,  stick  with  the  time- 
tested  low-P/E  principle.  Buy  large 
companies  with  growing  earnings 
and  dividends  when  they  are  out  of 
favor.  True,  it  sometimes  requires 
patience,  but  the  waiting  is  more 
than  worth  it.  Several  companies  I 
believe  present  first-rate  value: 

Atlantic  Richfield  (43)  is  a  large  do- 
mestic integrated  with  major  hold- 
ings of  oil  and  gas.  With  the  likeli- 
hood of  more  stable  oil  prices  this 
year,  chemical  operations  moving 
strongly  into  the  black  and  a  decline 
in  losses  from  Anaconda,  its  large 
copper  mining  subsidiary,  earnings 
should  be  up  by  about  10%.  ARC 
trades  at  a  P/E  of  7  and  yields  5.5%. 

Merrill  Lynch  (32)  is  down  from  50 
to  32.  MER,  at  a  P/E  of  6  and  a  yield 
of  2.5%,  provides  good  value. 

Unilever  /W(86)  is  a  giant  consum- 
er products  company  with  its  larg- 
est stakes  in  depressed  Western  Eu- 
rope. The  likelihood  of  an  imp 
ing  economy  abroad  and  st  ug 
operations  in  this  country  should 
result  in  higher  earnings  this  year. 
UN  trades  at  8  times  1983  earnings 
and  yields  5.2%. 

Leave  to  others  the  analyzing  of 
the  latest  Fed  figures;  leave  to  oth- 
ers market  conclusions  drawn  from 
deep-think  about  the  direction  of 
the  econom  The  market,  being  ir- 
rational, defies  such  rational  analy- 
sis. So  take  advantage  of  its  irratio- 
nality and  buy  good  stocks  when 
they  are  .;ut  of  favor.  Keynes  did, 
and  you  don't  have  to  like  Keynes' 
economics  to  admire  the  wisdom  of 
his  investment  philosophy.  ■ 
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The  best  investment  performance  for 
1984  may  come  from  bonds,  where  the 
total  return  remains  attractively  high. 

THE  NEW 
PRACTICALITY 


By  Ann  C.  Brown 


Last  fall  I  suggested  that  the  stock 
market  could  trade  between  1200 
and  1300  on  the  DJI  for  several 
months  (Forbes,  Nov.  21,  1985).  So 
far,  so  good.  But  as  this  is  written, 
there's  a  boomlet  under  way — com- 
plete with  bullish  breadth  and  big  I- 
smell-institutions-buying  volume. 
If  I  miss  on  the  upside,  I  suspect  it 
won't  be  by  much  or  for  long.  Once 
the  new  cash  is  stashed  and  the 
short  squeeze  is  over,  the  averages 
should  back  off  while  investors  con- 
template several  potentially  trou- 
blesome econo-political  problems. 

I  suppose  the  major  market  con- 
cern is  the  one  least  talked  about, 
namely  the  capability  of  Ronald 
Reagan  to  govern  dynamically 
should  he  win  a  second  term,  which 
most  polls  now  predict  he  will. 
Over  the  past  few  months,  the 
President  has  kept  a  noticeably  low 
profile,  apparently  content  to  let 
various  members  of  his  Administra- 
tion air  their  private  differences  in 
public.  This  could  be  trial-balloon- 
ing or  out-and-out  indecision.  Or  it 
could  be  part  of  a  well-orchestrated 
plan  to  fight  openly  and,  thereby, 
deny  the  opposition  points  of  at- 
tack. Whatever  the  reason,  delayed 
action  usually  results  in  eventual 
overreaction  in  an  effort  to  correct 
problems  that  should  have  been 
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handled  earlier  on.  (Case  in  point: 
controlling  inflation  by  drastic  mea- 
sures that  almost  killed  the  entire 
economy.) 

This  time  around  it's  the  budget 
deficit  and  the  need  for  additional 
taxes  that  are  giving  most  people 
fits,  since  the  conservatives  refuse 
to  scrap  the  defense  program  and 
the  liberals  are  determined  not  to 
give  up  the  giveaways.  Reagano- 
mics,  which  took  much  of  the  na- 
tion by  storm  four  years  ago,  now 
has  fairly  well  blown  out  to  the  Sea 
of  Forgotten  Isms  and  Ologies, 
whose  times  have  come  and  gone. 
Pragmatism  is  alive  and  living  in 
the  minds  of  presidential  counsel- 
ors and  advisers,  who  are  expert  in 
reelection-year  expediencies. 

Among  the  items  the  New  Practi- 
cality will  have  to  deal  with  are  the 
stubbornly  high  real  interest  rates, 
which  should  begin  to  exert  an  obvi- 
ous dampening  effect  on  GNP 
growth  now  that  the  pent-up  de- 
mand resulting  from  the  recession 
has  been  largely  satisfied.  In  De- 
cember the  leading  indicators 
turned  down  for  the  first  time  in 
many  months.  While  one  drop  does 
not  a  flood  of  bad  tidings  make,  the 
timing  of  the  decline  is  worrisome, 
coming  as  it  did  during  the  normal- 
ly buoyant  holiday  season.  If  this 
weakening  continues,  the  pressure 
will  be  on  the  Federal  Reserve  to 
expand  the  money  supply  to  keep 
the  recovery  going.  Should  the  M- 
men  err  on  the  side  of  generosity, 
inflationary  expectations  will  begin 
to  rise  and,  with  them,  interest 
rates.  Declining  will  be  stock  multi- 
ples, which  will  have  an  adverse 
effect  on  stock  prices. 

On  the  other  hand,  if  the  Fed  does 
little  or  nothing  to  stimulate  busi- 
ness as  it  slows,  corporate  profits 
could  likely  be  considerably  below 
current    optimistic  expectations. 


MONEY  &  INVESTMENTS 


And  lower  earnings,  even  with  sta- 
ble multiples,  will  hobble  the  sec- 
ond and  third  legs  of  the  traditional 
bull  market.  The  longer  the  stock 
market  marks  time  this  year,  the 
bleaker  the  outlook  for  stock  prices 
in  general.  Most  money  managers 
believe  that  the  year  after  a  national 
election  is  a  poor  one  for  equities, 
and  recent  history  tends  to  confirm 
their  fears.  It  would  not  be  at  all 
surprising  to  see  a  substantial  sell- 
off  before  the  first  vote  is  cast. 

I  look  for  the  market  to  trade  in 
the  1200-to-1300  range  on  the  Dow 
once  this  pop  loses  its  fizz.  For  1984, 
the  best  investment  performance 
may  come  from  bonds,  where  the 
total  return  remains  attractively 
high.  With  many  no-load,  tax- 
exempt  bond  funds  providing  inves- 
tors in  the  50%  bracket  an  equiv- 
alent taxable  yield  of  18%  plus, 
many  stocks,  whose  1984  estimated 
earnings  increases  are  in  the  10%  to 
15%  range,  may  find  their  risk/ 
reward  ratios  offer  limited  appeal. 

To  beat  the  return  from  bonds, 
stock  buyers  will  have  to  "go  for  it" 
this  year  with  promising  situations 
like  Atlantic  Bancorporation  (23 — 
o-t-c),  a  sound,  medium-size  Florida 
bank  with  what  I  think  are  very 
interesting  takeover  prospects.  At- 
lantic Bancorporation  has  a  strong 
franchise  in  the  northeastern  part  of 
the  state  and  is  an  important  factor 
in  middle  market  commercial  ac- 
counts. A  pickup  in  loan  growth 
suggests  earnings  for  the  year  of  $3 
per  share,  up  from  an  estimated 
$2.70  per  share  for  1983.  The  multi- 
ple for  Atlantic  Bancorporation 
could  increase  this  year,  and  the 
stock  might  make  it  to  $30  per 
share  or  more,  if  some  bigger  bank 
gets  hungry. 

Associated  Hosts,  Inc  (13 — o-t-c)  is 
the  company  behind  three  hotels 
and  80  restaurants,  many  of  the  lat- 
ter known  by  the  fun  name  of  The 
Bombay  Bicycle  Club.  These  con- 
cept eateries  have  great  popularity 
with  McTwenty-  and  McThirty- 
year-  olds — so  much  so  that  Associ- 
ated Hosts  is  busy  converting  its 
Smugglers  Inn  restaurants  to  this 
new,  successful  format.  Even  with 
the  company's  ambitious  expansion 
and  renovation  costs,  earnings 
could  be  up  50%  to  60%  over  last 
year,  to  $  1 . 20  to  $  1 .30  per  share.  For 
1985,  $1.85  could  be  possible  and, 
maybe  a  double  in  the  stock  price.  ■ 
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There  is  plenty  of  money  to  be  made  in 
exercise  equipment.  Here's  a  way  for  in- 
novative marketers  to  make  even  more. 

A  BICYCLE 
BUILT  FOR  TWO 


By  Srully  Blotnick 


After  surveying  what  more  than  800 
upscale  consumers  have  to  say 
about  exercise  and  exercise  equip- 
ment, I  have  come  to  some  definite 
conclusions.  To  begin  with,  there  is 
little  doubt  in  the  minds  of  more 
than  85%— 697  out  of  812— that 
they  should  be  exercising  more.  But 
do  they  carry  out  this  worthy  re- 
solve? A  typical  remark,  though 
more  candid  than  most:  "As  soon  as 
I  break  out  in  a  sweat,  I  feel  I've 
done  my  bit  for  the  day — and  I  know 
that's  not  right."  Said  another:  "Just 
going  to  the  gym  makes  me  think 
I've  paid  my  dues,  so  I  kind  of  slack 
off  once  I  get  there." 

Health  clubs?  Same  story.  Most 
of  the  people  I  surveyed  say  they  are 
too  busy  to  visit  a  gym  or  health 
club  regularly.  In  fact,  less  than 
28%  of  this  group  of  business  people 
who  had  joined  one  felt  that  they 
had  gotten  their  money's  worth. 
Most  paid  their  membership  fees 
and  then  made  precious  little  use  of 
the  club's  facilities. 

Why  didn't  that  bother  them 
enough  to  tell  others  how  wasteful 
the  expenditure  had  been?  Guilt  si- 
lenced them.  As  the  vice  president 
of  an  electronics  concern  put  it:  "If  I 
protest  to  my  friends,  they're  going 
to  say,  'The  club  didn't  cheat  you. 
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You  cheated  yourself.'  "  Sp  most 
people  swallow  the  financial  loss, 
but  do  they  then  keep  their  wallets 
in  their  pockets?  Not  at  all.  To  as- 
suage their  guilt  at  not  using  the 
health  club,  they  often  go  out  and 
buy  expensive  exercise  equipment. 
They  tell  themselves  that  not  lazi- 
ness but  business  kept  them  from 
using  the  club;  with  a  stationary 
bicycle  it  will  be  different.  But  is  it 
different? 

During  the  first  six  weeks  that 
the  bike  is  in  their  house  or  apart- 
ment, it  apparently  makes  its  new 
owners  feel  quite  good.  The  median 
price  of  the  purchase  was  approxi- 
mately $200,  and  its  owner  aver- 
aged 3  miles  a  day,  two  to  three 
times  each  week. 

What  happens  to  the  bike  after 
that?  It  becomes  the  most  expen- 
sive clothes  rack  that  money  can 
buy.  "I  hang  my  shirt  on  one  of  the 
handlebars  when  I  come  home,"  the 
president  of  a  computer  company 
told  me,  "and  I  drape  my  slacks  over 
the  seat." 

Another  piece  of  equipment  pur- 
chased by  many  members  of  this 
group  is  a  treadmill.  There  are  fancy 
varieties  that  are  motorized  and  tilt, 
to  give  the  feeling  of  running  uphill. 
These  are  used  by  cardiologists  ad- 
ministering stress  tests,  and  they 
cost  from  $1,500  to  $3,500.  Only 
three  members  of  the  sample  had 
purchased  them;  the  rest  who  were 
interested  bought  nonmotorized 
versions  that  have  a  rubber  belt  on 
rollers,  remain  horizontal  and  cost 
$90  to  $170. 

The  original  purpose  of  the  pur- 
chase was  to  assure  constant  weath- 
er conditions  indoors,  as  opposed  to 
unpredictably  variable  ones  out- 
doors. "I  like  running,"  an  accoun- 
tant told  me,  "but  I  don't  want  to 
run  in  the  dark  when  I  get  home  or 
in  the  cold  or  rain."  A  treadmill 


indoors  seemed  a  perfect  solution, 
and  on  and  off  for  the  first  four 
months  he  had  it,  it  was. 

"What  do  you  do  with  it  now?"  I 
asked.  His  reply:  "The  thing  has  a 
horizontal  bar  in  front,  waist  high, 
to  allow  you  to  hold  on  if  you  want 
to  or  regain  your  balance  if  you  start 
to  slip.  Well,  I  use  that  to  hold  a  suit 
jacket  and  two  pairs  of  pants.  Not 
bad,  huh?" 

What  about  a  punching  bag?  Is 
that  the  answer  for  busy  business 
people  who  think  they  need  more 
exercise?  It  wasn't  for  a  wealthy 
New  York  lawyer  in  my  sample.  He 
bought  an  inexpensive  bag,  the  kind 
that  is  attached  via  a  thick  flexible 
wire  to  a  board  that  you  stand  on.  "I 
thought  it  would  be  good  exercise 
and  let  me  release  some  frustra- 
tion," he  told  me. 

After  being  used  for  a  few  weeks, 
this  item,  too,  fell  into  disuse — at 
least  as  far  as  exercise  is  concerned. 
The  bag  wound  up  being  moved 
from  room  to  room,  until  it  finally 
came  to  rest  near  the  dresser  in  the 
master  bedroom.  On  a  recent 
Wednesday  when  the  attorney  came 
home  truly  frustrated,  he  hauled  off 
and  punched  the  thing.  No  one  was 
standing  on  the  board,  so  the  bag 
swung  wildly  to  the  left,  knocking 
his  new  19-inch  Sony  off  the  dresser 
and  onto  the  floor.  His  wife,  who 
was  watching  Dynasty  at  the  time, 
jumped  up  and  screamed  as  the  pic- 
ture tube  shattered  at  her  feet.  She 
still  hasn't  forgiven  him. 

Now  the  punching  bag  stands  in 
the  entrance  hallway,  and  the  coun- 
selor uses  it  as  a  hat  rack.  He 
doesn't  know  it  yet,  but  his  wife  has 
donated  it  to  charity. 

The  message  in  all  this  for  bud- 
ding millionaires  interested  in  en- 
tering the  field  seems  clear:  If  you 
are  going,  to  design  a  piece  of  exer- 
cise equipment,  make  certain  it  can 
do  something  quite  pedestrian  as 
well.  Why  are  sneakers  so  popular 
that  they  have  made  many  manu- 
facturers rich?  Because  people  who 
buy  them  don't  have  to  use  them  for 
jogging.  They  can  be  used  as  every- 
day footwear  for  walking  instead. 
The  same  goes  for  jogging  suits  and 
sweat  shirts. 

Think  of  it  this  way:  If  the  unit 
you  design  is  clearly  capable  of 
holding  at  least  an  umbrella,  three 
ties  and  a  dress  shirt,  you  have  a 
sure  winner.  ■ 
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Many  equities  investors  are  familiar  with  listed  stock  options. 

Stock  options  can  be  used  to  add  to  or  hedge  a  market 
position  in  response  to  anticipated  trends. 

Yet  stock  options  do  not  reflect  movement  in  the  market  as  a 
whole.  So  using  options  to  add  to  or  hedge  a  broad  stock 
portfolio  can  be  as  complex  as  assembling  the  portfolio  itself. 

Today,  the  New  York  Stock  Exchange  is  trading  a  different 
kind  of  option:  the  NYSE  Index  Option. 

This  option  is  based,  not  on  the  common  stock  of  an 
individual  company,  but  on  the  common  stock  of  all  of  the 
more  than  fifteen  hundred  companies  listed  on  the  Big  Board. 

Now,  investors  can  turn  an  opinion  about  the  direction  of 
this  market  into  a  single  buy-or-sell  decision. 

The  risks  associated  with  NYSE  Index  Options  differ  for 
buyers  and  sellers. 

To  buyers,  the  risk  is  Known  and  limited.  Although  the  full 
amount  of  the  option  premium  plus  transaction  costs  can  be 
lost  quickly  if  the  buyer  is  wrong,  no  more  than  that  can  ever 
be  lost  To  sellers,  the  risk  is  much  greater,  because  it  is 
difficult  to  achieve  a  perfect  hedge. 

To  decide  if  the  uses  and  risks  of  NYSE  Index  Options  make 
them  appropriate  for  you,  askyour  broker  for  disclosure 
documents  on  both  options  and  index  options.  Or  contact  the 
New  York  Stock  Exchange,  1 1  Wall  Street,  New  York,  NY.  10005. 
1-800-692-6973.  In  New  York  212-623-8533. 
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Venture  Capital 


To  the  financial  world,  coiporate  man- 
agers are  the  people  you  hire  and  fire  in 
pursuit  of  bigger  goals.  That  is  changing. 


THE  WORM  TURNS 


By  Thomas  P.  Murphy 


Prediction  for  1984:  Corporate  man- 
agement will  be  cutting  a  better 
deal  for  itself  in  the  American  econ- 
omy. That  will  be  the  ultimate  re- 
sult of  the  current  leveraged-buyout 
and  management-buyout  craze.  It  is 
no  longer  just  the  financially  clever, 
the  people  who  know  how  to  put 
exotic  sounding  deals  together,  who 
will  walk  away  with  the  lion's  share 
of  the  spoils.  Increasingly,  we  will 
see  the  lion's  share  going  to  the  peo- 
ple running  the  businesses. 

If  I  am  right,  it  becomes  a  remark- 
able switch  in  the  balance  of  power. 
When  talking  among  its  own,  Wall 
Street  has  never  had  that  much  re- 
spect for  management.  To  the  fi- 
nancial world,  corporate  managers 
are  the  people  you  hire  and  fire  in 
pursuit  of  bigger  goals.  But  with  the 
leveraged-buyout  craze  getting  cra- 
zier, the  key  to  the  deals  switches 
from  the  dealmakers  to  the  manag- 
ers. After  all,  no  matter  how  sharp  a 
deal  you  cut,  it  won't  work  if  you 
don't  have  the  right  guys  running 
the  thing. 

Why?  Because  the  skills  and  con- 
tacts needed  to  put  leveraged  buy- 
outs together  are  no  longer  the  ar- 
cane knowledge  of  the  few.  Every- 
body is  getting  into  the  game:  the 
celebrity  names — Peter  Peterson, 
until  a  few  months  ago  chairman 
of  Lehman  Brothers;  Bill  Simon, 
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former  Secretary  of  the  Treasury; 
Archie  McGill,  the  ex-IBMer  who 
was  going  to  teach  marketing  to 
AT&T;  and  those  corporate  jetset- 
ters,  Agee  and  Cunningham.  All  of 
them  are  new  "venture  capital- 
ists," but  with  backgrounds  that 
naturally  lead  to  leveraged  deals. 
Along  with  the  names  you  already 
know  are  the  names  you  soon  will 
get  to  know.  The  very  discreet 
Kohlberg,  Kravis,  Roberts  &  Co.  of 
New  York  and  Forstmann  Little  & 
Co.,  also  of  New  York.  The  former 
has  a  billion  dollars  with  which  to 
do  leveraged  deals. 

Today  you  can  add  to  the  list 
nearly  every  major  Wall  Street 
house  as  principals  in  these  deals, 
and  the  big  banks,  the  more  aggres- 
sive pension  funds,  insurance  com- 
panies and  commercial  finance 
companies  as  lenders.  General  Elec- 
tric Credit  Corp.  is  ah  example  of 
the  latter.  One  old-line  venture  cap- 
ital firm,  Heizcr  Corp.,  has  an- 
nounced that  it  wants  to  spin  off  to 
its  shareholders  some  or  all  of  its 
venture  capital  portfolio  and  recon- 
stitute itself  as  a  major  factor  in 
leveraged  deals. 

The  dealmakers'  motivation  is 
obvious,  but  what  about  the  people 
putting  up  most  of  the  money?  With 
loan  demand  relatively  soft,  and 
those  multibillion-dollar  loans  to 
developing  countries  unfashion- 
able, the  opportunity  to  tuck  away 
hundreds  of  millions  in  leveraged 
deals  at  a  couple  of  points  over 
prime  is  irresistible  to  lenders. 

But  back  to  my  thesis.  Manage- 
ment, the  poor  guys  who  actually 
have  to  run  these  debt-heavy  com- 
panies when  the  hoopla  is  over,  has 
not  had  much  bargaining  power  in 
the  past.  Without  personal  wealth, 
management  tended  to  be  grateful 
for  whatever  equity  it  could  get  on  a 
leveraged  deal.  The  reasoning,  I  sup- 
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pose,  was  that  20%  to  50%  of  the 
ownership  was  a  lot  more  than  they 
could  hope  to  have  as  long  as  the 
business  was  owned  by  the  public  or 
some  distant  conglomerate.  Under- 
stand, these  companies  have  almost 
no  economic  value  once  a  leveraged 
deal  is  done.  Equity  value  is  some- 
thing that  may  happen,  but  manage- 
ment has  to  make  it  happen. 

Anyway,  the  cavalry  charge  into 
leveraged  buyouts  has  changed  the 
relative  bargaining  power  of  money 
and  management.  The  money  is 
chasing  the  deals,  and  all  the  more 
so  because  the  number  of  compa- 
nies that  leveraged  deals  will  work 
on  is  limited.  They  won't  work  just 
anywhere.  A  lot  of  things  must  first 
fall  into  place. 

They  must,  in  general,  be  avail- 
able for  a  price  that  is  less  than  the 
real  value  of  their  assets.  That  is 
because  the  lenders,  who  often  put 
up  90%  or  more  of  the  capital,  want 
to  be  fully  collateralized.  They 
must  also  have  a  cash  flow  high 
enough  to  service  expensive  debt  or, 
failing  that,  assets  that  can  be  sold 
to  do  the  same  thing.  All  this  is 
easier  said  than  found. 

In  general,  the  companies  will  be 
drab.  The  sexy  stuff  is  priced  too 
high.  Soft  drink  bottlers,  textile 
firms,  food  processors,  various 
kinds  of  distributors,  oil  and  gas 
producers,  parts  manufacturers — 
such  is  the  stuff  of  today's  deals.  A 
patient  stock  picker  could  do  very 
well  for  himself  over  the  next  year 
screening  the  public  markets  for 
ho-hum  companies  that  meet  lev- 
eraged buyout  criteria.  The  premi- 
um for  guessing  right  should  be 
around  50%. 

But  without  management's  coop- 
eration, making  that  is  nearly  im- 
possible. While  some  of  the  lever- 
aged-buyout firms  might  be  willing 
to  challenge  an  obdurate  manage- 
ment, the  lenders  do  not  want  to  get 
involved  in  anything  tacky,  and 
management  can  play  one  suitor 
against  another.  Management,  once 
it  understands  this — and  I  think  it 
now.  does — can  cut  a  much  more 
handsome  arrangement  for  itself 
with  the  dealmakers.  The  old  split 
left  management  a  distant  second  to 
the  money.  But  now  all  you  people 
out  there  running  divisions  or  com- 
panies that  are  suitable  for  lever- 
aged buyouts  can  just  about  write 
your  own  ticket.  ■ 
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Value  Line  Pinpoints... 


Or  how  to  be  a  Bull  and  a  Bear  at  the  same  time 


kimong  the  1700  stocks  under  intensive  year-round  review  by 
'alue  Line's  70  research  specialists,  only  101  now  offer  this 
ombination:  (Value  Line  11/4/83.) 

•  Each  of  these  stocks  is  now  accorded  a  superior  rank  (Group 
1  or  2)  by  Value  Line  for  Probable  Market  Performance  in  the 
next  12  months.  This  means  we  think  they  will  give  stronger 
price  performance  than  the  average  of  all  1 700  stocks  no  mat- 
ter which  way  the  market  goes  during  the  year  ahead. 

•  Each  is  also  accorded  a  superior  rank  (Group  1  or  2)  by  Value 
Line  for  Safety.  The  Safety  rank  is  based  on  the  stock's  price 
stability  and  the  company's  financial  strength  (each  of  which 
is  also  ranked  separately). 

i  the  opinion  of  Value  Line  research,  this  handful  of  stocks  offers 
ivestors  some  of  the  best  opportunities  to  capitalize  on  a  rising 
larket  in  1984  and— af  the  same  time — retain  superior  protection 
i  the  event  of  a  general  decline. 

Updated  Every  Week 

Very  week  Value  Line's  regular  Summary  &  Index  presents  up- 
>date  ratings  of  EACH  of  1700  stocks  relative  to  all  others,  as 
allows  .  .  . 

)  Rank  for  Relative  Probable  Price  Performance  in  the  Next  12 
Months— ranging  from  1  (Highest)  down  to  5  (Lowest). 

)  Rank  for  Investment  Safety  (from  1  down  to  5). 

)  Estimated  yield  in  the  Next  12  Months  (100  stocks  offer  yields 
of  9.5%  and  up— Value  Line  11/4/83.) 

)  Estimated  Appreciation  Potentiality  in  the  Next  3  to  5  Years- 
showing  the  future  "target"  price  range  and  the  percentage 
price  change  indicated.  (100  stocks  are  in  the  130%  to  400% 
range— Value  Line  11/4/83.) 

)  Current  price  and  P/E,  plus  estimated  annual  earnings  and 
dividends  in  current  12  months.  Also  the  stock's  Beta. 
Very  latest  available  quarterly  earnings  results,  and  estimated 
quarterly  earnings  twelve  months  in  advance,  and  dividends, 
together  with  year-earlier  comparisons. 

i  addition,  each  of  the  1700  stocks  is  the  subject  of  a  comprehen- 
ive  new  full-page  Rating  &  Report  at  least  once  every  three 
lonths — including  22  series  of  vital  financial  and  operating 
tatistics  going  back  15  years  and  estimated  3  to  5  years  into  the 
jture. 

SPECIAL  OFFER 

1  no  member  of  your  household  has  had  a  subscription  to  Value 
ine  in  the  last  two  years,  you  can  now  receive  the  complete  Value 
ine  Investment  Survey  for  the  next  10  weeks  for  only  $37  (about 
alf  the  regular  rate).  We  make  this  special  offer  because  we  have 
aund  that  a  high  percentage  of  those  who  try  Value  Line  for  a 
hort  period  stay  with  it  on  a  long-term  basis.  The  increased  em- 
ulation enables  us  to  provide  this  service  for  far  less  than  would 
ave  to  be  charged  our  long-term  subscribers  were  their  number 
mailer.  Your  trial  will  include  the  following: 

[VERY  WEEK  a  new  SUMMARY  &  INDEX  section  (40  page*) . . . 

howing  the  current  ratings  of  1 700  stocks  for  future  relative  Price 
'erformance  and  Safety— together  with  their  Estimated  Yields 
nd  the  latest  earnings,  dividends  and  P/E  data. 

VERY  WEEK  a  new  RATINGS  &  REPORTS  section  (144  pages) 

. .  with  full-page  analyses  of  about  130  stocks.  During  the  course 
f  every  13  weeks,  new  full-page  reports  like  this  are  issued  on  all 
700  stocks,  replacing  and  updating  the  previous  reports  which 
'ill  be  sent  to  you  already  filed  in  your  binder  as  a  bonus.  Filing 
ikes  less  than  a  minute  a  week.  All  this  material  is  so  organized  in 
our  binder  that  you  can  quickly  turn  to  a  continually  updated 
jport  on  almost  any  leading  stock. 


EVERY  WEEK  a  new  SELECTION  &  OPINION  section  . . .  with  a 
detailed  analysis  of  an  Especially  Recommended  Stock— plus  a 
wealth  of  investment  background  including  the  Value  Line  Com- 
posite Average  of  more  than  1700  stocks. 

Plus  This  BonUS.- 
Value  Line's  complete  2000-page 
Investors  Reference  Service,  with  our 
latest  full-page  reports  on  all  stocks  under 
review— fully  indexed  for  your  immediate 
reference— to  be  updated  by  new  reports 
sent  weekly. 

And  This  Bonus, Too., 


The  72-page  booklet,  "A  Subscriber's 
Guide,"  which  explains  how  even  in- 
experienced investors  can  apply  thou- 
sands of  hours  of  professional  research  to 
their  own  portfolios  by  focusing  on  only 
two  unequivocal  ratings,  one  for  Time- 
liness (Performance  in  the  next  12 
months),  the  other  for  Safety. 


A  Subscriber's  Guide 
by 

Arnold  Bernhard 
Research  Chairman 


Money-Back  Guarantee 

You  take  no  risk  in  accepting  this  special  offer.  If  you  are  not 
completely  satisfied  with  The  Value  Line  Investment  Survey,  just 
return  the  material  you  have  received  within  30  days  for  a  full  re- 
fund of  your  fee. 

This  subscription  is  tax-deductible  if  utilized  to  aid  in  the  manage- 
ment of  your  investments. 


CALL  TOLL-FREE: 
If  you  have  Master  Card,  American  Express  or  Visa, 
phone  1-800-331-1750  (operator  13)  24  hrs.  7  days  a  week. 
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Value  Line,  Inc.,  711  Third  Ave.,  N.Y.,  N.Y.  10017 

Dept.  416J30 

INTRODUCTORY  OFFER 

□  Begin  my  10-week  trial  subscription  for  $37  to  The  Value  Line 
Survey  (limited  once  to  any  household  every  two  years)  and  send 
me  the  two  bonuses  listed  above. 

ONE  YEAR  SUBSCRIPTION 

□  Begin  my  1-Year  (52  issues)  subscription  for  $365  and  send  me 
the  two  bonuses  listed  above.  There  are  no  restrictions  with  this  an- 
nual subscription.  ,  — ^rlt 

SPECIAL  EXTRA  BONUS  !£]■  V 
A  pocket-size  CREDIT  CARD  LCD  CALCULATOR  F^TiSSSS 
given  to  you  when  you  order  The  Value  Line  Invest-  —  ;  j J"5 
ment  Survey  for  one  year.  '  ■ — 

□  My  payment  is  enclosed.  □  Please  charge  to:  □  American  Exp. 

□  Master  Card  □  Visa  Expiration  Date  

Account  #  

This  subscription  is  tax-deductible  and  non-assignable. 

(N.Y.  residents  add  sales  tax.)  Allow  4  to  6  weeks  for  delivery. 
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Inflation  and  interest  rates  will  continue 
to  rise  unless  we  learn  from  the  countries 
to  which  inflation  has  brought  disaster. 

THOUGHTS  FOR  AN 
ELECTION  YEAR 


By  Ashby  Bladen 


Treasury  Secretary  Regan  and  Chief 
Economic  Adviser  Feldstein  appear 
to  be  searching  diligently  for  a  com- 
mon ground  where  they  can  bury 
the  hatchet.  I  expect  they  will  find 
it,  and  that,  when  the  Congress  re- 
convenes, they  will  jointly  recom- 
mend a  plan  for  reducing  the  pro- 
jected federal  budget  deficits.  Any 
plan  to  which  Martin  Feldstein  will 
lend  his  name  is  bound  to  be  more 
plausible  than  the  misbegotten 
"revenue  plug,"  and  it  will  probably 
spark  a  rally  in  the  bond  market. 

Nevertheless,  the  task  of  con- 
vincing the  market  that  inflation  is 
ending,  after  20  years  of  disappoint- 
ed hopes,  is  extraordinarily  diffi- 
cult. In  order  to  appreciate  how  dif- 
ficult it  is,  you  first  have  to  realize 
that  the  moderate  behavior  of  prices 
recently  is  not  the  result  of  any 
change  in  U.S.  policies  to  date.  Our 
national  policies  remain  at  least  as 
inflationary  as  ever.  Instead,  it  is  the 
result  of  the  offsetting  deflation 
that  we  are  importing  from  the 
countries  that  have  already  gotten 
into  serious  financial  trouble. 

The  basic  cause  of  inflation  is 
simply  excessive  borrowing  and 
spending  that  create  purchasing 
power  faster  than  we  are  producing 
real  goods  and  services  to  spend  it 


Ashby  Bladen  is  senior  vice  president  for 
investments  of  the  Phoenix  Mutual  Life  In- 
surance Co.  and  author  of  How  to  Cope 
with  the  Developing  Financial  Crisis. 


on.  Inflation  tends  to  be  self-rein- 
forcing in  the  short  run  because  it 
motivates  people  to  borrow  more 
and  to  buy  real  things  as  inflation 
hedges.  But  it  also  tends  to  be  self- 
reversing  in  the  longer  run  because 
the  excessive  rate  of  debt  formation 
produces  a  rising,  and  eventually 
excessive,  burden  of  debt  service  re- 
quirements on  the  income  from 
which  they  have  to  be  paid.  If  it 
were  not  for  political  policy,  the 
people  who  had  borrowed  exces- 
sively would  be  forced  to  sell  their 
real  assets  for  whatever  they  would 
bring  in  order  to  pay  down  their 
debts.  And  that  is  deflation. 

However,  in  most  countries  po- 
litical policy  resisted  deflation  as 
long  as  possible  because  the  last 
economic  disaster  they  had  experi- 
enced was  the  deflation  and  depres- 
sion of  the  1930s.  So  politicians 
used  the  credit  of  the  national  state, 
which  within  the  country  is  unlim- 
ited, to  bail  out  the  overextended 
debtors  and  relieve  them  of  the  ne- 
cessity of  selling  their  assets  at  dis- 
tress prices.  The  politicians  did  not 
realize  that  postponing  the  day  of 
reckoning  would  only  make  it 
worse  when  it  finally  arrived. 

Today  whole  countries  are  being 
forced  to  devalue  their  currencies 
and  sell  their  exports  at  distress 
prices  to  get  the  foreign 
required  to  pay  their  exten  s. 
Since  devaluation  means  th;:i  r'ieir 
citizens  can  no  longer  afford  much 
in  the  way  of  imports,  it  also  pro- 
duces a  falling  national  standard  of 
living  and  rising  political  unrest.  It 
is  those  cheap  Imports  caused  by 
distress  selling  and  the  overvalua- 
tion of  the  dollar,  which  is  in  rum 
caused  by  the  flight  of  savings  from 
troubled  countries  into  the  U.S., 
that  is  offsetting  our  inflationary 
domestic  policies  and  keeping  price 
rises  moderate  in  this  country. 
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How  long  the  influx  of  capital 
ill  continue,  and  the  dollar  will 
main  sufficiently  strong  to  re- 
rain  price  increases,  is  anybody's 
xess.  It  depends  largely  on  how  bad 
dngs  get  elsewhere.  But  it  is  essen- 
ally  a  temporary  phenomenon, 
id  sooner  or  later  our  soaring  bal- 
lce-of-payments  deficits  and  ex- 
rnal  debts  will  bring  the  dollar 
)wn.  That  will  send  domestic  in- 
ition  and  interest  rates  through 
le  roof,  unless  our  policies  change 
astically  in  the  meantime. 
Everybody  knows  the  key  to  re- 
oring  price  stability  and  keeping 
terest  rates  moderate.  The  federal 
rvernment  should  progressively 
duce  the  amount  it  borrows  and 
>ends,  over  and  above  what  it  col- 
cts  in  taxes,  as  the  economy  ex- 
inds.  All  that  Regan  and  Feldstein 
ive  to  figure  out  is  how  to  do  that 
i  a  way  that  will  be  acceptable  to 
te  President  and  the  Congress. 
The  fact  is  that  the  government 
)rrows  and  spends  more  than  it 
kes  in  because  the  people  demand 
ore  from  it  than  they  are  willing 
i  pay  for  in  taxes.  Practically  every  - 
)dy  wants  the  maximum  feasible 
nount  of  personal  liberty,  which 
eludes  the  ability  to  spend  a  con- 
derable  amount  of  his  income  as 
j  sees  fit  rather  than  giving  it  to 
le  government.  Many  of  us  want 
le  government  to  increase  equality 
trough  transfer  payments,  and  ev- 
y  sensible  person  is  willing  to 
>end  whatever  is  necessary  to 
roid  military  subjugation. 
Our  politicians  habitually  talk 
>out  these  goals  in  terms  of  what 
le  American  people  need  and  de- 
:rve  rather  than  in  terms  of  what 
ley  can  afford.  And  they  have 
raded  the  necessity  of  limiting 
ansfer  payments  and  military 
lending  for  so  long  that  the  govern- 
lent's  debt  service  charges  are  also 
sing  ominously.  Both  must  be 
tnited  to  the  amount  that  can  be 
)llected  in  taxes  without  destroy- 
ig  the  incentives  for  productive  ef- 
rts.  I  believe  that  the  attempt  to 
aximize  all  three  goals  simulta- 
neously will  continue  to  cause  ris- 
g  inflation  and  interest  rates  for 
ie  foreseeable  future.  But,  just  pos- 
bly,  we  will  be  wise  enough  to 
am  from  the  experiences  of  the 
tuntries  that  have  gotten  into 
auble,  instead  of  mindlessly  re- 
lating their  mistakes.  ■ 


The  T.  Rowe  Price  Growth  &  Income  Fund  achieved  a  total  return  of 
33%  during  the  first  eleven  full  months  of  existence.  In  contrast,  the  average  for 
all  funds  in  the  Lipper  Growth  &  Income  Fund  Index  was  only  21%  for  those 
same  eleven  months  ending  December  1,  1983? 

The  Fund  invests  primarily  in  companies  whose  earnings  are  expected  to 
increase  at  above-average  rates,  which  have  prospects  for  growing  dividends, 
and  whose  stocks  appear  to  be  undervalued  in  the  marketplace. 

And,  when  you  invest  with  T.  Rowe  Price,  you  benefit  from  nearly  50  years 
of  investment  expertise  in  no-load  mutual  funds. 

For  complete  information,  call  toll  free:  1-800-638-5660. 


T.RoweRice 

Invest  With  Confidence 


YES!  Please  rush  me  a  free  Growth  &  Income 

Fund  information  kit  and  prospectus  with  more 

complete  information,  including  management 

fee  and  other  charges  and  expenses.  I  will  read 

it  carefully  before  I  invest. 

Also  send  me  a  free  information  kit  for: 

□  IRA   □  Keogh 


Name 


Address 


City  State  Zip  G135 

T.  Rowe  Price,  100  East  Pratt  Street, 
Baltimore,  MD  21202 

"Of  the  Fund's  33%  total  return,  27%  was  capital  appreciation,  and  6%  was 
income  During  this  period  stock  prices  m  general  fluctuated,  but  overall  were 
.  favorable  T.  Rowe  Price  Marketing,  Inc  .  Distributor 


How  to 


your  IRA 


Many  people  think  that  an  Individual 
Retirement  Account  must  be  kept  in 
one  plan  or  fund.  Not  so.  The  govern- 
^  ment  gives  you  a  lot  of  flexibility  in  order 

CJF^^      to  ne^P  y°u  assure  a  g°°d,  balanced 
H  H^>  **k  I  Jmm  approach  to  your  future.  We  offer  five 

different  mutual  funds — each 
with  a  slightly  different  invest- 
ment objective — for  your  retire- 
ment program.  You  can  be  in 
•  one  or  more  than  one.  It's 

1  HI7AC  I  IT1 A11T*  UP  to  vou-  Please  ask  tor 
111 V  V^O  111 IVl  1L#  more  details 


Want  to  know  more?  For  more  complete  information  about  our  five  funds 
(Growth  Investors,  Select  Investors,  Ultra  Investors,  Vista  Investors,  and  U.S.  Gov- 
ernments) write  or  call  for  a  free  prospectus.  Please  read  the  prospectus  carefully 
before  investing. 

Mutual  Funds  for  IRA,  Keogh,  and  403B  Accounts 

Please  send  a  free  prospectus  to: 

Name  


Address  . 

City  

State   


Zip. 


I 


P.O.  Box  200,  Kansas  City,  Missouri  64141  •  (816)  531-5575 
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Commodities 


MONEY  &  INVESTMENTS 


The  MidAmerica  Commodity  Exchange 
might  be  just  the  ticket  for  a  neophyte 
who  wants  to  speculate  with  less  risk. 

TINY  MARKET  FOR 
TIMID  TRADERS 


By  Stanley  W.  Angrist 


From  time  to  time  I  receive  letters 
from  readers  wanting  to  know  if 
there  is  some  low-risk  way  to  begin 
their  trading  experience.  They  un- 
derstand that  commodity  trading  is 
a  risky  business,  but  they  are  will- 
ing to  bear  that  risk  on  a  small  scale. 
These  are  potential  traders  who  do 
not  wish  to  employ  a  professional 
money  manager  but  want  to  make 
their  own  decisions.  Such  a  feeling 
is  understandable. 

Fortunately,  there  is  a  relatively 
low-risk  way  to  taste  the  fruits  of 
commodity  trading.  The  MidAmer- 
ica Commodity  Exchange  offers 
contracts  that  are  one-fifth  to  one- 
half  the  size  of  the  full  contracts 
traded  on  the  other  exchanges.  The 
MCE's  popularity  has  been  growing 
so  rapidly — in  the  first  ten  months 
of  1983  its  trading  volume  was  up 
38%  over  1982— that  it  has  now 
purchased  the  Chicago  Mercantile 
Exchange's  building  and  will  occu- 
py it  early  this  year,  after  the  Merc 
moves  into  its  new  location. 

The  MidAmerica  plays  an  impor- 
tant role  in  the  speculative  life  of 
the  country.  A  recent  private  survey 
revealed  that  more  than  45%  of  all 
commodity  traders  held  only  $5,000 
to  $10,000  in  equity  in  their  futures 
trading  account.  Accounts  of  this 
size  would  be  limited  to  prudent 

Stanley  W.  Angrist  is  a  commodity  specula- 
tor, consultant  and  longtime  observer  of  the 
commodity  markets. 


trading  of  only  one  or  two  standard- 
size  contracts  if  sufficient  equity 
were  maintained  in  the  account  to 
allow  for  adverse  price  moves.  The 
same  size  account  on  the  MCE 
could  handle  between  two  and  ten 
contracts.  Thus,  a  trader  with  limit- 
ed capital  would  be  able  to  assemble 
a  much  more  diversified  portfolio, 
using  the  MCE  contracts  rather 
than  standard-size  contracts. 

Because  MidAmerica  handles 
mostly  scaled-down  versions  of  con- 
tracts traded  on  other  exchanges,  it 


with  what  the  big  boys  are  doing  in 
moving  away  from  contracts  based 
strictly  on  agricultural  commod- 
ities. In  1978,  when  I  last  wrote 
about  the  MCE,  the  only  nonagri- 
cultural  contracts  traded  were  gold 
and  silver.  Today,  in  addition  to 
1978's  ag  and  precious-metals-based 
contracts,  the  MCE  offers  minisize 
contracts  in  T  bonds,  T  bills  and  the 
five  currencies  traded  on  the  IMM 
of  the  Chicago  Mercantile  Ex- 
change. Each  of  these  new  contracts 
is  exactly  half  the  size  of  its  big 
brother.  Furthermore,  since  the  T 
bills  and  T  bonds  are  traded  in  the 
same  pit,  the  establishment  of 
yield-curve  spreads  is  greatly  facili- 
tated. The  MCE  has  also  asked  for 
permission  to  trade  minicontracts 
on  platinum,  copper,  soybean  meal, 
soybean  oil  and  hogs  for  cash  settle- 
ment as  well  as  an  option  on  the 
MCE  gold  futures  contract. 

This  year  the  MCE  introduced  its 
first  two  nonderivative  contracts. 
The  first  is  a  40,000-pound  refined 
sugar  contract.  The  second  is  a 


Minicontracts,  minirisks 


The  MidAmerica  Commodity  Exchange  offers  a  wide  selection  of 
contracts  for  those  who  want  to  trade  on  a  smaller  scale.  For  each 
quantity  listed  below,  the  numbers  on  the  left  are  for  the  MCE 
contracts;  those  on  the  right  are  for  standard-size  contracts.  The 
margins  are  exchange  rninimums.  The  commissions  are  typical  of  a 
major  wire  house.  Note  that  while  MCE's  margins  are  frequently 
proportionately  lower,  commissions  are  proportionately  higher. 


Commodity 

Contract  size 
MCE/standard 

Value  of 
minimum  tick 

Margin 
MCE/standard 

Commission 
MCE/standard 

Soybeans 

1M  bu/5M  bu 

$  1.25 

$600/$3,500 

$40/$70 

Live  cattle 

20M  lb/40M  lb 

5.00 

450/900 

50/70 

Gold 

33.2  oz/100  oz 

3.32 

400/1,200 

50/100 

NY  silver 

1,000  oz/5,000  oz 

1.00 

600/3,000 

50/125 

T  bills 

$.5  mil/$l  mil 

12.50 

750/1,500 

50/80 

T  bonds 

$50M/$100M 

15.12 

750/1,500 

50/80 

Swiss  francs 

62.5M/125M 

6.25 

800/2,000 

50/80 

Japanese  yen 

6.25  mil/12.5  mil 

6.25 

600/1,500 

50/80 

is  sometimes  referred  to  as  a  "de- 
rivative" marketplace.  Its  floor  trad- 
ers rely  on  the  prices  made  in  the 
primary  markets  to  help  determine 
MidAmerica's  own  prices.  The  floor 
tries  to  ensure  that  only  a  nominal 
price  difference  exists  between  the 
MCE  and  the  standard  contract 
price.  It  is  more  or  less  successful  at 
this  task,  but  MCE  traders  should  be 
aware  that,  at  times,  the  two  prices 
can  be  out  of  line. 
The  MCE  has  been  keeping  up 


200,000-pound  rough  rice  contract 
that  trades  simultaneously  on  the 
New  Orleans  Commodity  Exchange 
and  the  MCE. 

The  table  here  lists  margins  and 
commissions  for  a  representative 
sample  of  contracts  traded  on  the 
MCE.  Note  that  frequently,  on  a 
proportional  basis,  a  trader  gets  a 
break  on  margins  but  pays  more  in 
commissions.  The  latter  is  an  im- 
portant point  to  keep  in  mind  if  you 
start  to  trade  on  the  MCE.  ■ 
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Hear  it  as  only 
Buck  and  Stram  can  tell  it. 

Wherever  you  go,  get  with  CBS  Radio  Sports'  super  coverage 
of  SUPER  BOWL  XVIII.  We  bring  you  what  critics  are  calling 
the  best  football  reporting  on  the  air— Jack  Buck  and  Hank  Stram! 
Also,  Dick  Stockton  previews  the  game  and  Brent  Musburger's 
on  hand  with  halftime  interviews.  Dial  your  nearest  CBS  Radio  Network 
affiliate  on  Super  Bowl  Sunday  and  enjoy  every  minute  of  the  action. 

SUPER  BOWL  XVIII 

Sunday,  January  22 

CBS  RADIO  NETWORK  111 

4:15  PM  Eastern,  3:15  PM  Central, 
2:15  PM  Mountain,  1:15  PM  Pacific. 


Forbes /Index 


Index  oi  companies  covered  in  news  stories  and  by  the  columnists 

in  this  issue.  Each  reference  is  to  the  first  page  of  the  story  in  which  the  company  name  appears. 


Allen  &  Co    46 

Allnet  Communications   34 

American  Express    36 

American  Motors    10 

American  President  Cos    97 

American  Telephone  & 

Telegraph    10,  11,  32,  34,  91,  102 

Ansett  Transport  Industries  (Australia!   78 

Arkansas  Power  &  Light    94 

Armco    102 

Associated  Hosts    137 

Atlantic  Bancorporation    137 

Atlantic  Richfield    136 

Avalon  Hill  Game   107 

Avco  36 

Bechtel  Group    94 

Bethlehem  Steel    126 

Black  &  Decker    17 

Bohemia  30 

Boise  Cascade   30 

Borden    77,  118 

British  Airways    14 

Cariandaigua  Wine   50 

Caterpillar  Tractor    102 

Champion  International    30 

Chicago  &  North  Western  Transportation    94 

Chrysler   10 

Class  Struggle   107 

Commercial  Credit    36 

Computer  Language  Research    72 

Concerts  West,  Ltd    30 

Cooper  Laboratories   126 

Dart  &  Kraft    77 

Diamond  International    30 

Diamond  Shamrock    97 

Digital  Equipment    91 

Digital  Switch    34 

Dreyfus   36 

ETSI  Pipeline  Project    94 

Evergreen  Lines  (Taiwan]    97 

Exxon    126 

Family  Communications   106 

Farb  Cos   14 

Fidelity  Management   36 

Financial  Guaranty  Insurance    12 

First  Boston    135 

Ford  Motor   10 

Foremost-McKesson    77 

Forstmann  Little  &  Co    140 

Foster's  Lager  (A  jstralia)    30 

Franklin  Computer    30 

Frigitemp   35 

Gannett   78 

GATX    97 


General  Dynamics   ,       6,  35 

General  Electric    12,  36,  140 

General  Motors    10 

General  Reinsurance   12 

Georgia-Pacific    30 

Getty  Oil   124 

Godmother  Filmworks    60 

Goldman,  Sachs    135 

Grand  Metropolitan  Pic  (U.K.|    107 

Greyhound   102 

GTE   1 1,  34 

Gulf  &  Western   36 

Heizer    140 

Holiday  Inns    97 

Household  International   36 

Houston  Lighting  &  Power    94 

Hubotics    10 

E.F.  Hutton   36 

Indianapolis  Power  &  Light    65 

Instron    118 

International  Business  Machines    88,  91,  102 

InterNorth   94 

IU  International    97 

[ovan    30 

Kaufman-Astoria  Studios    60 

Kellogg   126 

Kemper  Group   12 

KN  Energy    94 

Kohlberg,  Kravis,  Roberts  &  Co    140 

Latrobe  Die  Casting   106 

Lazard  Freres  &  Co    54 

Lehman  Brothers  Kuhn  Loeb    12,  135 

Litton  Industries    35 

LMH  Fund    132 

Lockheed    35 

Louisiana-Pacific    30 

LTV    97 

Management  Asset  Corp    132 

Marriott    126 

McDonnell  Douglas   17 

MCI  Communications   11,  34 

McLean  Industries    97 

Medford    30 

Merrill  Lynch    12,  36,  135,  136 

MGIC  Investment    12 

Motorola    88 

Municipal  Assistance  Corp    54 

Municipal  Bond  Insurance  Association   12 

National  Grape  Co-operative  Association    77 

National  Intergroup    36 

NCR   36 

News  Corp  Ltd  (Australia!    78 

Oak  Hill  Sportswear    72 

Ogden  97 


Osmond  Studios    60 

Paine  Webber  Mitchell  Hutchins    36 

Pan  American  World  Airways   32 

Parker  Pen   361 

1  C.  Penney   36 

Pennsylvania  Mutual    132 

PepsiCo   Ill 

Perkin-Elmer    126 

Perry  Drug  Stores    99 

Petrie  71 

Pier  1  Imports   96 

Pillsbury    17,  70 

Pin  Stripe  Investments    104 

Pope  &  Talbot   30 

Potlatch   30 

Procter  &  Gamble    118 

Prudcntial-Bache    14,  36 

Public  Service  of  Indiana    65 

Ralston  Purina   7ft 

Reuters  (U.K.)    78 

R.J.  Reynolds   9J 

Revco  D.S  99i 

Rite  Aid   99\ 

Rollins    46 

Royce  Valve  Fund    132 

Saab-Scania  AB  |Sweden|    106 

Salomon  Brothers    135 

Victor  O.  Schinnerer  &  Co   100 

Sea  Containers  Group 

(Bermuda)    10* 

SeaCo    104 

Sears,  Roebuck    36 

Silvercup  Studios    60 

J.M.  Smucker   77 

Southwest  Forest  Industries    30 

Texas  Eastern    14,  94 

Texas  Instruments   

The  Studios  at  Las  Cohnas   60 

Time  Inc    78 

Times  Minor  Co    78 

Trans  Union    97] 

TransTechnology    46 

Transway   91 

Unilever  NV  (Netherlands)    13<f 

Union  4fl 

United  Services  Advisors   132 

University  Patents    126 

U.S.  Telephone    34 

Vicorp    70 

VMS  Realty    14 

Vulcan   104 

Warner  Communications    46,  78] 

Waterman  Marine    97 

Willamette  Industries    301 


Do  you  know  anybody 
who  is  somebody  in  business 
who  does  not  read 
Forbes  Magazine? 

Rwbes: 
Capitalistlbol 
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Flashbacks 


Edited  by  Dero  A.  Saunders 


"The  more  things  change. . . ." 
Items  from  past  issues  of  Forbes 

ixty  years  ago  in  Forbes 

rom  the  issue  of  February  2,  1924) 

Looking  to  the  future,  we  can  count 
ther  definitely  upon  the  stimulus  of 
isy  money.  The  Federal  Reserve 
inks  are  being  called  upon  so  little 
r  accommodation  that  their  'earn- 
g  assets'  have  fallen  well  below  $1 
llion,  whereas  they  have  been  as 
gh  as  $3.25  billion.  The  ratio  of  re- 
ive to  deposits  has  crossed  80%. 
old  continues  to  pour  into  the  coun- 
y  in  large  volume.  Interest  rates 
ive  weakened  in  New  York,  Phila- 
:lphia  and  at  other  points.  Other 
>nditions  being  normally  favorable, 
leap  money  very  often  spurs  indus- 
y  into  increased  activity." 

rhe  rest  of  the  country  does  not  real- 
e  the  transition,  the  transformation 
tat  has  been  going  on  in  the  South, 
tie  development  of  the  West  has  at- 
acted  chief  notice  during  the  last  20 
:ars.  The  development  of  the  South 
destined  to  attract  notice  during  the 
:xt  20  years.  The  evolution  of  the 
mth  from  agriculture  to  industry  is 
ready  vigorously  under  way.  The 
»tton  mills  of  the  South,  for  exam- 
e,  now  consume  more  cotton  than 
1  the  mills  of  New  England.  The 
mth  has  come  to  the  front  in  the 


A  coal  stoker  could  turnyour  dark  cellar  into  this,  says  1934  Iron  Fireman  promotion 


)rbes  described  Heman  E.  Perry,  head  of 
Uinta 's  Standard  Life  Insurance  Co.,  as 
be  busiest,  brainiest  Negro  in  the  South, " 
ith  a  net  worth  of  $8  million 


production  of  oil.  Birmingham,  Ala. 
has  become  a  veritable  Pittsburgh.  .  .  . 
The  South  is  becoming  the  winter  and 
spring  playground  of  America." 

"The  Senate  Committee  on  Public 
Lands,  in  its  investigation  of  the  leas- 
ing of  Naval  Oil  Reserves  Number  1 
to  the  Doheny  group,  and  the  Teapot 
Dome  Reserve  to  the  Sinclair  group, 
has  unearthed  some  rather  sensation- 
al facts.  Certain  members  of  the  Com- 
mittee are  sufficiently  convinced  that 
fraud  existed  in  connection  with  the 
deal  that  movements  have  been  start- 
ed in  both  the  House  and  Senate  to 
cancel  the  leases.  Former  Secretary  of 
the  Interior  Albert  B.  Fall  is  coming  in 
for  a  considerable  amount  of  criti- 
cism, although  his  negotiations  were 
supported  by  President  Harding." 

Fifty  years  ago 

(February  1,  1934) 

"The  New  Deal  as  now  planned  fore- 
shadows a  total  federal  government 
debt  of  $35  billion.  The  war  peak 
(1919)  was  $26.6  billion.  The  Coo- 
lidge-Mellon  program  of  economy 
brought  that  total  down  (1930)  to 
$15.2  billion. 

"At  the  beginning  of  1933  the  pub- 
lic debt  had  risen  to  $23.8  billion.  By 
the  end  of  the  current  fiscal  year,  June 
30,  it  is  estimated  to  reach  $29.8  bil- 
lion, and  to  touch  $31.8  billion  a  year 
later;  but  to  these  figures  must  be 
added  $4  billion  of  home  loan  and 
farm  credit  bonds.  .  .  .  The  total  defi- 
cit, including  emergency  expenses, 
for  the  current  fiscal  year  is  put  at 
$7.3  billion. 

"These  are  staggering  figures." 


"Preliminary  estimates  indicate  that 
another  drop  in  automobile  registra- 
tions in  the  U.S.  took  place  in  1933, 
despite  the  increased  sales  recorded. 
The  cars  taken  out  of  service  exceeded 
the  number  of  new  cars  bought." 

Twenty-five  years  ago 

(February  1,  1959) 

"American  Depositary  Receipts  were 
a  creation  of  the  late  1920s.  Before 
that,  U.S.  investors  had  never  much 
fancied  foreign  securities.  There  were 
exchange  problems;  delays;  differ- 
ences in  language,  laws  and  business 
customs;  difficulties  in  collecting 
dividends  and  applying  for  rights.  .  .  . 

"In  1927,  however,  Guaranty  Trust 
Company  of  New  York  opened  much  of 
this  foreign  shares  jungle  to  the  ordi- 
nary U.S.  investor.  Guaranty  did  it  by 
inventing  the  very  simple  little  device 
known  as  the  American  Depositary 
Receipt.  An  ADR  represents  a  foreign 
share,  as  a  banknote  once  represented 
so  much  gold.  The  shares  themselves 
are  held  by  a  foreign  bank  as  custodian. 
The  U.S.  owner  receives  an  ADR  issued 
by  a  U.S.  bank  as  depositary." 

"With  the  number  of  Hollywood 
movies  down  from  432  in  1948  to  259 
last  year,  several  of  the  vast  studios 
were  standing  half  empty  most  of  the 
time.  Between  March  and  July  of  last 
year,  for  example,  not  a  single  camera 
turned  on  theatrical  movies  at  the 
giant  370-acre  Universal  studio. 
'There  hasn't  been  enough  business  in 
Hollywood  for  all  the  studios,'  re- 
marks Tom  O'Neil,  who  heads  Gen- 
eral Tire's  entertainment  holdings." 
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In  the  new  approach,  as  you 
know,  the  important  thing  is 
to  understand  what  you  are 
doing  rather  than  to  get 
the  right  answer. 
Tom  Lehrer 


When  in  doubt,  risk  it. 
Holbrook  Jackson 


Genius  has  the  power  of 
lighting  its  own  fire. 
John  Foster 


Most  of  those  who  keep 
on  making  fresh  starts 
make  rotten  progress. 
Shraga  Silverstein 


It  is  only  when  you  are  pursued 
that  you  become  swift. 
Kahlil  Gibran 


The  only  infallible 
criterion  of  wisdom  to 
vulgar  judgments — success. 
Edmund  Burke 


The  right  man  is  the 

one  who  seizes  the  moment. 

Goethe 


Every  production  of  genius 
must  be  the  production  of 
enthusiasm. 
Benjamin  Disraeli 


It  is  not  ineluctable  fate 
that  governs  history;  life 
is  more  than  a  game  played 
by  blind  forces.  The  purposive 
and  farsighted  intervention 
of  an  active  and  creative  will, 
aware  of  historical  processes, 
is  a  cause  and  propellant  of 
those  same  processes. 
David  Ben-Gurion 


Who  bravely  dares  must 
sometimes  risk  a  fall. 
Tobias  G.  Smollett 


Thoughts 

on  the  Business  of  Life 


If  you  can  give  your 
son  only  one  gift,  let 
it  be  enthusiasm. 
Bruce  Barton 


All  through  the  ages,  the  most 
worthy  characters  have  been 
those  who  were  dynamically 
enthusiastic  over  some  definite 
aim  and  end.  The  young  man 
who  is  afraid  to  manifest 
enthusiasm  lest  his  dignity 
suffer  is  not  likely  to  have 
much  dignity  to  lose  by  and 
by.  Enthusiasm  is  the 
propelling  force  that  is 
necessary  for  climbing  the 
ladder  of  success.. 
B.C.  Forbes 


The  measure  of  the  creator 
is  the  amount  of  life  he 
puts  into  his  work. 
Carl  Van  Doren 


We  live  by  admiration,  hope 
and  love;  and  even  as  these 
are  well  and  wisely  fixed, 
in  dignity  of  being  we  ascend. 
William  Wordsworth 


Our  belief  at  the  beginning 
of  a  doubtful  undertaking  is 
the  one  thing  that  assures 
the  successful  outcome  of 
any  venture. 
William  James 


Then  let  us  all  do  what  is 
right,  strive  with  all  our 
might  toward  the  unattainable, 
develop  as  fully  as  we  can 
the  gifts  God  has  given  us, 
and  never  stop  learning. 
Ludwig  van  Beethoven 


More  than  3,000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  574- 
page  book  at  $13.95.  Send  check  and  order 
to:  Forbes  Inc..  60  Fifth  Ave.,  New  York,  N.Y. 
10011.  Add  appropriate  sales  tax  on  New 
York  State  orders. 


Enthusiasm  for  a  cause 
sometimes  warps  judgment. 
William  FIoward  Taft 


There  is  nothing  so  easy  but 
that  it  becomes  difficult  when 
you  do  it  with  reluctance. 
Terence 


The  speed  of  a  runaway 
horse  counts  for  nothing. 
Jean  Cocteau 


The  power  of  a  man's  virtue 
should  not  be  measured  by 
his  special  efforts,  but 
by  his  ordinary  doing. 
Blaise  Pascal 


A  Text . . . 

Heaviness  in  the  heart 
of  man  maketh  it  stoop: 
but  a  good  word  maketh 
it  glad. 

Proverbs  12:25 


Sent  in  by  Mrs.  Robert  C.  Dickey,  Owosso, 
Mich.  What's  your  favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on  the  Business  of 
Life  is  presented  to  senders  of  texts  used. 


A  man  should  learn  to  detect 
and  watch  that  gleam  of  light 
which  flashes  across  his  mind 
from  within,  more  than  the 
luster  of  the  firmament  of 
bards  and  sages.  Yet  he 
dismisses  without  notice 
his  thought,  because  it  is  his. 
Ralph  Waldo  EMERSon 


The  mold  of  a  man's  fortune 
is  in  his  own  hands. 
Francis  Bacon 
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Toronado  Caliente. 

Oldsmobile's  latest  statement 
in  personal  luxury. 


.  There's  a  special  feel  in  the  new  1984 
Toronado  Caliente.  It's  a  feeling  of  pride  that 
you've  never  experienced  before. 

The  comfort  legendary  to  Toronado  with 
leather  in  the  seating  areas,  even  the  option 
of  soft  lambswool  shearling.  And  an  electronic 
instrument  panel.  Even  the  choice  of  an 
electronic  synthesized  voice  information 


system  or  a  group  of  reminder  indicator  lights. 
Just  look  at  Caliente 's  unique  elegance 
from  the  special  landau  roof  to  its  distinctive 
exterior  appliques. 

The  new  1984  Toronado  Caliente, 
Oldsmobile's  latest  and  most  sophisticated 
statement  of  personal  luxury. 


There  is  a  special  feel 
in  an  „ 


Why  count  on 
the  roll  of  the  dice? 


flj  mm 


Sure,  we  all  like  to  get  a  lucky  break  now  and  then,  but 
we  can't  afford  to  depend  on  luck.  The  men  and  women 
who  get  what  they  really  want  in  life  are  usually  those  who 
make  their  own  breaks,  those  who  know  what  they  want, 
who  set  realistic  goals  for  themselves  and  take  positive 
steps  toward  reaching  their  goals.  That's  why  thousands  of 
men  and  women  each  year  take  the  Dale  Carnegie  Course® 

It  helps  them  to  realistically  assess  their  strengths 
and  talents,  discover  and  develop  more  of  their  inborn 
potential,  use  more  of  their  latent  capabilities.  It  inspires 
them  to  build  stronger  foundations  of  personal  confidence, 
a  deeper  belief  in  themselves  and  their  ability  to  succeed 


in  reaching  higher,  more  rewarding  goals. 

They  learn  to  understand  themselves  and  other  people 
better,  to  get  along  even  better  with  those  they  work  with, 
live  with  and  come  into  contact  with  each  day.  They 
develop  an  exciting  new  sense  of  self-determination,  greater 
energy,  a  lively  new  enthusiasm  for  meeting  challenges. 
These  positive  new  attitudes  and  skills  equip  them  to 
achieve  more  genuine  satisfaction  and  fulfillment  in  their  lives. 

Find  out  how  the  Dale  Carnegie  Course®  can  help 
you  develop  and  use  more  of  your  true  potential  to  improve 
the  quality  of  your  life.  Call  toll-free  800-231-5800.  In  Texas, 
call  800-392-2424.  Or  write  directly  to  the  address  below. 


DALE  CARNEGIE  &  ASSOCIATES.  INC 

SUITE  324F  •  7047  REGENCY  SQUARE  BLVD.  •  HOUSTON, TEXAS  77036 


Incredible  as  it  seems,  even  Big  Blue  needs  to 
e  bailed  out  now  and  then.  Personal  computers 
re  such  a  runaway  success,  they're  running  Infor- 
lation  Managers  ragged.  The  problem  is  that  per- 


sonal computers  and  mainframes  don't  always 
work  together. 

The  result  is  Computer  Shock.  And  nothing 
short  of  a  HERO™  can  cure  it. 


HEROISM  COMES  TO  PERSONAL  COMPUTING. 


HERO  is  the  intelligent,  desktop  Networked 
ersonal  Computer  from  MDS" .  It  does  every- 
hing  a  personal  computer  can  do.  And  lots  that  it 
an't.  But  HERO's  main  fame  derives  from  its 
iteraction  with  the  mainframe. 

Mated  with  the  MDS  SUPER  21™  Communi- 
ations  Processor,  MDS  HERO  can  converse 
itelligently  on  IBM  SNA  networks.  HERO  runs 
□ftware  under  MS-DOS.  Plus  a  growing  library 
f  MDS  software  programs. 


HEROS  UNITE  AND  CONQUER. 


With  MDS  HERO  and  MDS  SUPER  21  on 
□ur  side,  private,  departmental  and  corporate 
atabases  are  no  longer  isolated.  They  become 
□ntributors  to  an  accessible,  manageable  infor- 
lation  network.  And  you  control  it. 

Better  yet,  only  MDS  offers  INTELLIGENT 


3270™.  This  lets  your  people  write  their  own 
programs  and  integrate  them  with  data  in  the 
mainframe.  Using  HERO,  you  can  reach  into 
the  database,  retrieve  information,  process  it, 
display  it  and  update  it.  Then  either  return  it 
or  store  it  at  the  workstation. 


EVEN  HEROS  NEED  ALLIES. 

In  addition  to  HEROS,  SUPER  21  is  available       ers,  printers  and  displays.  They're  directly  inter- 
nth  non-intelligent  workstations.  MDS  offers  changeable  with  corresponding  IBM  327Q  units. 
ie  PLUS  80™  family  of  plug-compatible  controll- 


MDS  HERO  MAKES  A  HERO  OUT  OFYOU. 


With  HERO  and  SUPER  21 ,  your  existing 
ata  processing  investments  become  part  of  an 
ver  expanding  fund  of  available  knowledge.  All  of 
coordinated,  cost-efficient  and  controllable. 


MDS  systems  are  planned  for  non-obsoles- 
cence. They're  modular  in  design  to  accommo- 
date future  growth.  So  every  MDS  system,  like 
a  hero,  is  immortal. 


GET  THE  ADVANTAGES  OF  BIG 
WITHOUT  BEING  BLUE. 


MDS  is  a  multidivisional,  multinational  cor- 
oration.  We  have  grown  by  helping  our  custom- 
rs  to  grow.  By  focusing  our  size  and  scope  on 
Bsponsiveness  to  their  needs.  Not  just  in  IBM 
Duntry,  but  beyond. 

We  can  do  the  same  for  you,  wherever  you 


are.  MDS  offers  service  and  support  capability 
around  the  world,  around  the  clock. 

Ask  our  customers  about  us.  And  give  us  a 
call.  Dial  800-MDS-HERO.  We'll  show  you  how, 
when  it  comes  to  networking,  MDS  can  help  you 
unite  and  conquer. 


MOHAWK 

DATA 

SCIENCES 


7  Century  Drive,  Parsippany ,  New  Jersey  07054.  And  over  430  locations,  worldwide 


5  3  registered  trademark  and  HERO,  SUPER  21 ,  INTELLIGENT  3270  and  PLUS  80  are  trademarks  of  Mohawk  Data  Sciences  Corp  MS-DOS  is  a  trademark  of  Microsoft.  Inc 
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Is  it  good  for  GM? 

In  the  wake  of  General  Motors'  decision  to  create  a  new  organiza- 
tion chart  with  a  big-car  division  and  a  small-car  division,  Mid- 
western Bureau  Manager  Jill  Bettner  started  looking  into  GM's 
small-car  prospects.  Wall  Street  and  much  of  the  business  press 
have  decided  that  new  lines  of  responsibility  alone  might  help 
GM's  small-car  effort.  It's  not  quite  that  simple,  Bettner  reports. 
See  page  82.  It's  a  different  story  across  the  Atlantic,  where  GM  and 
its  old  foe  Ford  are  battling  it  out.  Rosemary  Brady  of  our  European 
Bureau  whipped  around  Europe  from  Dagenham  to  Zaragoza. 
Brady's  report  (p.  84)  is  a  happier  version  of  the  tortoise  and  the 
hare  story — this  time  they  both  win. 

The  work  of  play 

We  are  only  half  kidding 
when  we  bill  our  cover  story 
about  the  University  of  Ne- 
vada, Las  Vegas  basketball 
team  as  "the  most  profitable 
game  going."  What  other 
business  in  America  takes  75 
cents  of  every  sales  dollar  to 
the  bottom  line? 

Forbes  has  a  continuing 
interest  in  sports  as  a  busi- 
ness, and  so  does  Senior  Editor  John  Merwin,  who  also  reported  and 
wrote  our  cover  story  two  years  ago  on  the  Los  Angeles  Dodgers, 
professional  baseball's  most  successful  franchise.  Merwin  is  con- 
vinced the  best  stories  are  often  found  in  the  balance  sheet,  not  in 
the  box  scores.  "Sports,"  he  says,  "is  simply  too  important  to  be 
left  to  the  sports  pages."  See  page  102. 

Conventional  wisdom 

"Form  ever  follows  function."  In  1896,  in  Lippincott's  Magazine, 
Chicago  architect  Louis  Sullivan  laid  down  the  principle  that  has 
driven  the  modernist  school  of  architecture  for  the  last  eight 
decades  or  so.  It  was  fairly  outrageous  at  the  time,  when  buildings 
were  supposed  to  be  ornate  and  decorative  and  not  much  of  the 
decoration  served  any  useful  purpose.  Now,  architect  Philip  John- 
son has  gone  beyond  modernism,  if  he  has  not  returned  to  ginger- 
bread, in  his  much-criticized  design  for  the  new  AT&T  headquar- 
ters in  New  York.  Or  has  he?  In  fact,  says  Forbes'  Robert  Teitel- 
man, the  AT&T  building  is  an  admirable  marriage  of  form  and 
function.  "The  soul  of  a  new  machine"  begins  on  pageT40. 

Speaking  of  conventional  wisdom,  consider  the  sacrosanct  price/ 
earnings  ratio,  among  Wall  Street  analysts  an  unquestioned  guide 
to  value  if  there  ever  was  one.  West  Coast  money  manager  Ken 
Fisher  doesn't  agree.  Earnings  are  not  a  cause  of  value,  he  says,  but 
a  result  of  something  more  fundamental.  What  would  that  be?  See 
"The  case  against  price/earnings  ratios"  by  Lawrence  Minard, 
beginning  on  page  1 72. 

Formidable! 

When  Reporter-Researcher  Francesca  Lunzer  first  went  to  see  KIS 
Photo  President  Serge  Crasnianski,  he  remarked  to  his  aide  in 
French,  "They've  sent  a  child  to  us."  Later  he  was  heard  to  say  that 
women  don't  know  much  about  cameras.  Lunzer,  who  under- 
stands both  French  and  cameras,  kept  digging.  Anyone  who  thinks 
that  age  or  gender  has  anything  to  do  with  solid  reporting  will  find 
her  story  in  this  issue's  Technology  section  (p.  146)  instructive. 
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We're  on 
Louis  Hirer's  Case 


DHL/1  Worldwide  Courier  Express,  now  makes 
time-critical  deliveries  overnight  throughout  the  U.S. 


The  wheels  of  justice  move  slowly. 
But  Louis  Nizer  can't. 

As  one  of  America's  leading  trial  lawyers,  a  best 
selling  author,  a  painter,  and  senior  partner  in  the 
firm  of  Phillips,  Nizer,  Benjamin,  Krim  and 
Ballon,  Louis  Nizer  can't  afford  to  lose  a 
minute. 

"When  it  comes  to  overnight  de 
livery,  anywhere  in  the  U.S.,  of 
time-critical  documents,"  counsels 
Nizer,  "DHL  is  fast  and  reliable." 


You  be  the  judge. 

With  over  30,000  locations,  DHL  makes  more  on- 
time  deliveries  to  more  places  around  the  world 
than  any  other  express  courier. 

DHL  has  invested  millions  in  a  state-of-the- 
art  technology  that  encompasses 
727s,  Learjets,  helicopters  and 
fleets  of  trucks  and  vans  to  speed 

\ things  on  their  way. 
That's  why  97%  of  the  "For- 
tune 500" have  reached  the 
same  verdict  as  Louis  Nizer. 
For  information,  call  your 
local  office  of  DHL  Worldwide 
Courier  Express. 


NEXT  BEST  7H/NG  TO  TAK/NG /T  THERE  YOURSELE 


?83  DHL  Airways  Inc. 


W3 


Trends 


Portrait  on  wheels 

The  cost  of  driving  an  automobile 
dipped  last  year  after  a  decade  of  dou- 
ble-digit increases,  according  to 
Hertz'  latest  reading.  The  decrease, 
from  44.67  cents  a  mile  in  1982  to 
43.28  cents,  was  only  the  second  drop 
in  the  50-odd  years  the  big  rent-a-car 
company  has  been  keeping  records. 
(The  other  was  in  the  price-control 
year  of  1971.)  The  change  came  de- 
spite an  increase  in  compact  car 
prices,  along  with  higher  expenses  for 
insurance,  licenses,  fees,  taxes,  main- 
tenance and  repair.  Credit  went  to  a  2- 
cent  fall  in  interest  rates  and  a  tenth- 
of-a-cent  drop  in  gasoline  and  service 
station  costs.  Hertz  had  other  brush- 
strokes in  its  newest  car-owner's  por- 
trait. Since  1972,  for  instance,  average 
passenger-car  mileage  has  dropped 
22%,  to  a  little  over  8,000  miles  a 
year.  Compacts  have  replaced  inter- 
mediates as  the  typical  new-car  pur- 
chase. Owners  are  hanging  on  to  their 
cars  longer — an  average  of  5.12  years, 
compared  with  3.6  in  1972,  so  that  the 
average  car  on  today's  roads  is  7.2 
years  old,  against  5.7  in  1972. 


The  Pope's  choice 

Since  the  death  of  Terence  Cardinal 
Cooke  three  months  ago,  the  big  buzz 
in  Catholic  circles  has  centered  on 
who  will  be  the  choice  of  Pope  John 
Paul  for  the  next  archbishop  of  New 
York,  one  of  the  world's  key  posts. 
Speculation  in  the  city  now  has  fo- 
cused on  three  bishops:  Edward  Head 
of  Buffalo,  Theodore  McCarrick  of 


Terence  Cardinal  Cooke 


How  will  the  Vatican  vote? 


Metuchen,  N.J.  and  Joseph  O'Keefe, 
the  administrator  of  the  New  York 
Archdiocese,  who  has  been  filling  in 
for  Cardinal  Cooke.  Form  favors  Bish- 
op McCarrick,  a  native  of  Manhattan 
who  is  53  years  old.  Both  of  the  others 
are  65  and  the  Vatican  has  been  look- 
ing for  someone  who  could  serve  for 
10  to  15  years  before  retiring,  now 
mandatory  at  75. 


Proxies  in  the  air 

Proxy  fights  among  utilities  are  rare 
enough  but  the  media  battle  between 
NUI  and  New  Jersey  Resources,  two 
owners  of  New  Jersey  gas  companies, 
could  be  one  of  a  kind.  Besides  the 
usual  mail  and  newspaper  broadsides, 
NUI  is  using  a  $150,000  broadcast 
campaign  on  18  New  York,  New  Jer- 
sey and  Philadelphia  radio  stations 
and  five  New  York  and  Philadelphia 
TV  channels.  NUI,  a  5%  holder  in 
New  Jersey  Resources,  wanted  to 
merge  with  its  neighbor,  but  was  re- 
buffed. Radio  in  proxy  battles  is  a  phe- 
nomenon in  itself  but  TV  could  be  a 
first.  "It's  very  simple,"  says  NUI 
spokesman  Robert  MacPherson.  The 
company  is  trying  to  reach  the  70%  of 
New  Jersey  Resources  shareholders  in 
New  York,  New  Jersey,  Philadelphia 
and  Connecticut,  he  says.  "The  aver- 
age utility  shareholder  is  63,"  he  adds, 
"and  listens  to  more  radio  and  televi- 
sion. They  invest  for  the  long  haul. 
We  had  to  reach  them  other  than  by 
letters  and  business  papers."  New  Jer- 
sey Resources  ran  a  few  radio  spots  of 
its  own  but  is  largely  sticking  to 
newspaper  ads.  "We  are  trying  to 
spend  less  of  our  shareholders'  and 
ratepayers'  money,"  a  spokesman 
sniffs.  What  is  the  future  for  on-the- 
air  proxy  battles?  That  could  depend 
on  the  networks.  NUI's  ads  were 
turned  down  by  all  three. 


Look  out  below! 

Golden  parachutes  for  top  executives 
are  continuing  to  gain  favor,  accord- 
ing to  Ward  Howell  International,  the 
New  York-based  executive  search 
firm.  In  a  survey  of  more  than  560  of 
the  nation's  largest  companies,  it 
found  that  last  year  more  than  25% 
had  contracts  calling  for  big-money 
severance  pay  for  top  managers,  up 
from  10.5%  in  1982.  "The  dramatic 
increase  in  the  use  of  such  contracts  is 
an  indication  of  the  continuing  con- 
cern about  takeover  threats  among 
corporate  management,"  says  Ward 
Howell's  Gilbert  E.  Dwyer.  "By  and 
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large,  managements  of  acquired  com- 
panies do  not  fare  well  after  their 
companies  are  taken  over."  The  con- 
tracts generally  cover  from  2  to  5  key 
executives,  the  poll  found;  some  pro- 
tect more  than  40.  About  50%  cover 
the  chairman,  53%  the  president, 
46%  the  CEO,  23%  the  chief  operat- 
ing officer,  1 1  %  the  chief  financial 
officer.  About  half  of  the  packages, 
the  poll  reports,  could  cost  from  $1 
million  to  $5  million,  7.7%  up  to  $10 
million,  and  2.1%  more  than  $10  mil- 
lion; 19%  did  not  specify  costs. 


ZIP,  zip,  zip,  zip 

The  Postal  Service,  which  launched 
its  new  "ZIP-plus-four"  nine-digit 
codes  last  October,  says  progress  so 
far  is  encouraging.  The  hew  "volun- 
tary" code,  designed  for  corporate 
mass-mailers,  can  specify  addresses 
down  to  the  street  and  block,  allows 
for  automated  processing  and  should 
cut  postal  costs  by  $600  million  a  year 
by  1988,  the  service  says.  Mailers  will 
save,  too:  Firms  that  send  500  letters 
or  more  at  a  time  can  save  up  to  0.9 
cents  on  each.  This  year  the  Postal 
Service  plans  to  set  up  new  automated 
equipment  (mainly  optical  character 
readers  and  bar  code  sorters)  at  118! 
post  offices,  at  a  cost  of  $234  million. 
(Another  91  will  get  the  new  gear  lat- 
er.) One  goal  is  to  bring  the  35,000 
largest-volume  mailers  into  the  sys- 
tem. So  far,  2,500  companies  have  re- 
quested the  new  ZIP-plus-four  codes 
for  their  address  lists  and  another  800 
want  to  borrow  the  computerized  na- 
tional directory.  Hundreds  are  already 
using  the  system,  the  Postal  Service 
says,  among  them  Pacific  Gas  &.  Elec- 
tric, Tandy  Corp.,  Reader's  Digest  and 
Publisher's  Clearinghouse.  That's  a 
start,  but  so  far  it  amounts  to  only  a 
few  hundred  million  letters  a  year  out 
of  more  than  60  billion  letters  mailed. 
(In  six  months,  it  should  be  1  billion.) 
But  then,  the  five-digit  ZIP  took  five 
years  to  catch  on,  and  the  Postal  Ser- 
vice expects  the  new  one  to  take  four. 


Here  comes  the  ARM 

When  adjustable-rate  mortgages  were 
introduced,  they  looked  like  nonstart- 
ers,  despite  high  rates  that  kept  many 
buyers  from  qualifying  for  old-fash- 
ioned, 30-year  fixed-rate  loans.  Now, 
it  seems,  their  day  has  come.  The 
Mortgage  Bankers  Association  reports 
54%  of  all  mortgages  written  last  No- 
vember were  ARMs,  compared  with 
25%  in  January  1982.  The  Federal 
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HARP  INTRODUCES 


TOG 


With  Sharp's  PC-5000  you  can  take  your  entire  office  with 
ou,  wherever  you  go.  Do  word  processing  on  the  train,  order 
ntry  from  a  customer's  office  or  spread  sheet  analysis  in  your 
otel  room.  It  goes  anywhere. 

It's  small. 

It  weighs  under  10  lbs.  and  fits  in  a  standard  briefcase. 

It  prints.  Quietly,  with  a  optional  correspondence- 
uality  printer. 

It  comes  with  software.  Word  processing  and 
ommunications.  Also  available  are  spread  sheeting, 
xecutive  planning  and  scheduling.  Jlr  A 

It  remembers  over  80  (128K)  typewritten  pages.  /  , 
aid  can  be  expanded  to  handle  over  500  (896K).  Jj^^ftj 

It's  compatible  with  a  wide  array  of  $m  nib, 

6-bit  IBM  software.  ,/M 

It  communicates  with  other  computers  W  ^^^^ 
nd  databases. 

It's  AC/DC  with  rechargeable  8-hour  jM 
atteries.  -^H 

It  all  means  travel  time  and  ^ 
ommuter  time  no  longer  have  to       W* . 
e  downtimes.  ^ 

For  more  information  ^ 
all  toll-free  now  at 
00-447-4700 
r  send  in  the 


FROM  SHARP  MINDS 
COME  SHARP  PRODUCTS 


Sharp  Electronics  Corp.,  P.O.  Box  204,  Wayne,  NJ  07470 

□  Please  send  me  more  information  about  Sharp's  PC-5000. 

□  Please  set  up  a  demonstration. 

Name  Title  


.  City. 
.  Zip_ 


rp  Electronics  Corp.,  10  Sharp  Plaza,  Paramus,  NJ  07652 


Dept.  S-F-2-6-4 


Trends 


Home  Loan  Bank  Board  says  more 
than  60%  of  the  mortgages  issued  by 
savings  and  loans  are  ARMs.  In  Mil- 
waukee and  Seattle,  says  the  U.S. 
League  of  Savings  Institutions,  ARMs 
make  up  80%  of  thrift  loans,  and  in 
Washington,  D.C.  more  than  two- 
thirds.  What  makes  them,  suddenly, 
all  the  rage?  One  reason:  Thrifts  and 
mutual  savings  banks,  which  supply 
about  half  the  nation's  mortgages,  no 
longer  have  a  cushion  of  low-interest 
deposits  and  are  pushing  ARMs. 
"After  years  of  trial  and  error,  lenders 
are  finally  understanding  what  con- 
sumers want,"  explains  Felix  Beck, 
president  of  the  Mortgage  Bankers. 
Lenders,  for  example,  now  commonly 
offer  low  first-year  rates  (say,  10%  vs. 
the  13.25%  fixed  rate)  and  low  quali- 
fying rates  (say,  10.5%).  The  new 
ARMs,  Beck  says,  are  often  pegged  to 
one-year  Treasury  bills,  and  guaran- 
teed not  to  rise  more  than  2%  a  year 
or  go  over  15.5%  over  the  life  of  the 
loan.  (Originally,  payments  were 
capped,  but  not  interest  rates,  so  buy- 
ers in  high-interest  years  could  lose 
amortization.)  But,  Beck  notes,  "as  in- 
terest rates  drop,  fixed-rate  loans  will 
reemerge." 


Quote,  unquote 

Herbert  Stein,  once  Richard  Nixon's 
chief  economic  adviser,  commenting 
on  businessmen's  efforts  to  promote  a 
national  sales  tax  in  an  election  year 
as  a  way  to  reduce  federal  deficits: 
"Everyone  stands  around  here  and 
[talks  about  it],  but  everyone  knows 
nothing  will  be  done." 

Recent  banner  headlines  in  the 
AFL-CIO's  weekly  newspaper,  evi- 


Herbert  Stein 


An  exercise  in/utility. 


in 


dently  marching  to  a  different  eco- 
nomic drummer:  "Prospects  for  Econ- 
omy Cloudy"  and  "Recovery  Pace 
Flattens."  (A  story  also  notes  that 
economic  woes  dominated  1983's  la- 
bor news.) 


Watching  brief  for  unions 

Unions  will  be  watching  a  case  just 
heard  by  the  U.S.  Supreme  Court  that 
could  have  a  major  bearing  on  how 
they  spend  their  members'  dues,  in- 
cluding outlays  for  political  purposes. 
The  case  was  brought  by  200  airline 
clerks  of  Western  Airlines,  protesting 
use  of  their  mandatory  fees  for  union 
organizing,  conventions,  publica- 
tions, social  events  and,  importantly, 
political  and  ideological  activities 
they  do  not  support. 


Betting  on  the  future 

U.S.  spending  on  research  and  devel- 
opment in  1984  should  be  up  nearly 
9%  over  last  year,  to  $94.2  billion, 
according  to  the  Battelle  Memorial 
Institute.  Inflation,  projected  at  5% 
for  this  year,  will  absorb  much  of  that, 
but  the  Ohio  think  tank  forecasts  a 
real  increase  of  about  3.7%,  just  over 
the  3.3%  average  since  1973.  Industry 
should  contribute  nearly  52%  of  the 
funds,  or  about  $49  billion,  up  10.3% 
from  1983,  the  report  says,  while  fed- 
eral support  should  go  up  nearly  8%, 
to  about  $43  billion.  About  2%  will 
come  from  academic  institutions. 
Over  the  last  ten  years  industrial  sup- 
port for  R&D  has  increased  an  average 
of  5.2%  a  year,  it  says,  while  federal 
support  has  grown  an  average  2.9%. 
(Until  1979,  Battelle  notes,  Uncle 
Sam  spent  more  than  the  private  sec- 
tor.) Industry  will  also  do  about  75% 
of  the  research  this  year,  it  says,  com- 
pared with  11%  by  the  government, 
11%  by  academia  and  3%  by  nonprof- 
it institutions.  While  industry  ab- 
sorbs almost  all  of  its  own  spending, 
65%  of  government  funds  will  go  into 
defense  research  (most  of  it  for  major 
weapons),  7%  into  NASA,  10%  to  en- 
ergy and  9.5%  to  health  and  human 
services,  the  report  says.  One  warning 
note:  Federal  support  has  shifted 
toward  development  and  away  from 
basic  applied  research,  a  potential 
problem  for  the  science  base  on  which 
the  economy  grows,  Battelle  says. 


So  what  else  is  new? 

Underscoring  the  obvious,  the  ABA 
journal  has  published  a  poll  showing 
that  women  oppose  sex  discrimina- 
tion when  law  firms  pick  partners, 
while  men  do  not.  The  question  was 


whether  the  Civil  Rights  Act  of  1964 
should  apply  to  law  partnerships,  a 
point  put  to  the  U.S.  Supreme  Court 
last  fall.  Overall,  the  528  ABA  mem- 
bers questioned  split  evenly,  48%  say- 
ing yes,  47%  no  and  5%  undecided. 
Among  women,  however,  73.5% 
wanted  the  act  applied,  but  only 
42.7%  of  the  men  did.  A  young-old 
split  also  showed  up.  The  21-to-34  age 
group  approved,  51%  to  46%;  over  55, 
it  was  56%  to  40%  against  the  idea. 


White  House  report  card 

Murray  Weidenbaum,  President  Rea- 
gan's chief  economic  honcho  until 
September  1982  and  now  head  of  a 
business  study  center  in  St.  Louis,  has 
issued  a  tongue-in-cheek  report  card 
on  his  old  chief.  The  grades:  B  in  tax- 
ation, D  in  federal  spending,  C  in  regu- 
lation (or,  if  you  prefer,  deregulation), 
and  B+  in  monetary  policy.  The 
President  cut  taxes,  Weidenbaum 
says,  but  the  final  package  was  so 
generous  it  raised  the  specter  of  future 
deficits  and  kept  interest  rates  up. 
Budget  cuts  were  wiped  out  by  mili- 
tary spending,  farm  subsidies  and  oth- 
er items.  ("Both  the  President  and  the 
Congress  have  been  shy  when  it 
comes  to  real  budget  cutting.")  The 
White  House  has  been  "disappoint- 
ing" about  regulation.  And  while 
tight  money  has  scotched  inflation, 
the  Federal  Reserve  Board,  not  the 
President,  rates  the  credit  (or  the 
blame).  The  whole  card  comes  up  C-, 
but  Weidenbaum  adds:  "Of  course, 
this  is  in  the  nature  of  midterm 
grades,  which,  it  is  always  hoped,  in- 
spire the  student  to  do  much  better  in 
the  remainder  of  the  course." 


Argumentum  ad  absurdum 

Savings  and  loan  associations  are  us- 
ing a  novel  ploy  to  fend  off  takeovers 
by  big  commercial  banks.  Their  latest 
argument  is  that  banks  whose  over- 
seas borrowers  are  getting  help  from 
the  International  Monetary  Fund 
should  be  barred  from  buying  S&Ls 
and  savings  banks.  The  logic  runs  like 
this:  Congress  recently  approved  an 
$8.4  billion  contribution  to  the  IMF 
that  will  flow  back  to  the  banks  as 
repayments  from  strapped  countries 
like  Brazil  and  Mexico.  Without  that 
aid,  argues  the  U.S.  League  of  Savings 
Institutions,  the  big  banks  wouldn't 
have  the  money  or  urge  to  go  after 
troubled  thrifts.  One  prime  target  is 
New  York's  Citicorp,  which  has  justj 
bought  failing  S&Ls  in  Chicago  andi 
Miami  to  add  to  the  one  it  already 
owned  in  San  Francisco. 
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THE  IRS  IS 
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O  YOUR  RECORDS 
BETTER  BE  TOO. 

When  it  comes  to  checking  taxes,  the  IRS  has  a  pretty  good  record.  So  you'd  better  get 
things  in  order. 

Something  easily  done  with  Printing  Calculators  from  Sharp. 
They'll  keep  your  personal  or  corporate  records  organized.  So  you'll  remember  what 
went  where  and  why. 

Not  only  that,  but  if  the  IRS  invites  you  in  for  a  little  chat,  you  won't  have  to  stutter 
your  way  through.  Because  Sharp  printouts  speak  louder  than  words. 

The  fact  is,  Sharp  has  a  lot  of  different  printing 
calculators  for  a  lot  of  different  uses. 

Calculators  for  heavy  work  or  light  work.  For  home 
or  business.  And  everything  else  in  between. 

But  whatever  you  choose,  you  can  be 
sure  of  one  thing. 

Sharp  makes  dealing  with 
the  IRS  a  lot  less  taxing. 


p  Electronics  Corp.,  10  Sharp  Plaza,  Paramus,  NJ  07652 


FROM  SHARP  MINDS 
COME  SHARP  PRODUCTS 


The  card  that  works  fi 

executives 
will  work  for  yo 


United  Technologies  is  a  company  soaring 
to  new  heights  in  the  aerospace  industry.  So 
business  can  take  their 
executives  across  the 
country  or  around  the 
world. 

But  wherever  they 
land,  they  get  things 
done  quickly  and  efficiently  With  their  Diners 
Club  Cards. 

It  works  for  more  and  more  companies. 

United  Technologies  is  just  one  of  the  top  cor- 
porations who,  after  evaluating  all  the  major 
charge  cards,  chose  The  Diners  Club  Card  for  its 
key  executives. 

And  what  works  for  their  executives,  will  work 
for  you. 

Honored  around  the  world. 

Diners  Club  gives  you  worldwide  acceptance  at 
the  places  you  do  business.  At  leading  airlines 
and  car  rental  agencies.  And  at  fine  restaurants 
and  hotels  at  home  and  abroad. 

We  give  you  financial  freedom. 

Diners  Club  also  lets  you  handle  unexpected  trav- 
el and  entertainment  expenses  because  your  card 
is  issued  with  no  pre-set  spending  limit. 


You  set  your  own  financial  perimeters 
through  your  spending  and  payment  pat- 
terns, and  your  personal  resources. 

Backed  by  Citicorp. 

What  makes  Diners  Club  so 
effective,  is  that  it's  backed 
by  Citicorp,  one  of  the 
world's  largest  and  most 
innovative  financial 
institutions. 

That's  why  we  can 
offer  The  Club  Plus 
Account,5"  an  op- 
tional feature 
allowing  qualify- 
ing Cardmem- 
bers  to  extend 
payments  on 
purchases  up 


le  top-flight 
Fnited  Technologies, 


000  for  as  long  as  a  year.  Club  Plus  Account 
lable  through  a  special  arrangement  with 
tk  (South  Dakota),  N.A.  as  a  creditor, 
ilso  have  access  to  ready  cash  by  using  your 
card  to  cash  personal  checks  at 
thousands  of  locations  around 
the  world. 


Call  toll  free,  800-525-7000,  to  apply 

To  apply  for  a  Diners  Club  Card,  call  toll-free 
for  an  application. 

You'll  find  that  the  card  that  works  for  the  execu- 
tives at  United  Technologies  will  carry  you  to  new 
heights,  too. 

Club  Plus  Account  is  a  service  mark  of  Citicorp.  ©  Citicorp  Diners  Club  Inc.,  1984 
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TAX  SHELTERS 


POSITIONS  AVAILABLE 

BUSINESS  OPPORTUNITIES 

REAL  ESTATE,  ETC. 

Turn  to  pages  192-193  of 
this  issue  for 

Forbes 
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The  hybrid  bank 

If  Roy  Talmo,  chairman  of  Florida's 
First  American  Bank  &  Trust,  hadn't 
become  a  banker,  Forbes  wrote  three 
years  ago  (Oct.  26,  1981),  he  might 
have  done  well  at  Procter  &  Gamble. 
The  bank's  handsome  1.56%  return 
on  assets,  Forbes  noted,  came  "large- 
ly because  Talmo  is  a  classy  market- 
er." True,  the  boom  in  Palm  Beach 
partly  explained  a  1981  return  on  eq- 
uity of  28%  and  an  average  of  20%  for 
five  years.  But  First  American  had  at- 
tracted 40%  of  its  NOW  accounts  by 
offering  customers  free  term  insur- 
ance, and  while  other  banks  in  south 
Florida  wanted  $200  and  $500  mini- 
mum balances  for  NOW  accounts, 
Talmo  asked  $2,000  and  got  it. 

Since  then,  Talmo  has  been  busy 
acquiring  other  banks,  and  First 
American's  assets  have  risen  by  96%, 
to  more  than  $620  million.  In  1982  he 
picked  up  two  commercial  banks  in 
Broward  and  Brevard  counties,  Fla.  for 
about  $10  million.  Last  March  he 
bought  another,  United  National  in 
Cocoa  Beach,  for  $6  million.  In  De- 
cember he  acquired  a  fourth,  First 
City  Bank  of  Dade  County,  for  $4.5 
million.  "We  want  a  distribution  pat- 
tern along  the  East  Coast  of  Florida," 
he  explains.  But  his  real  goal  is  "to 
add  to  the  bottom  line.  We  are  more 
interested  in  the  profits  than  in  the 
size  of  the  bank." 

Those  profits  hit  a  record  $8  million 
last  year;  return  on  assets  was  1.4%; 
return  on  equity  a  healthy  22% — 
about  average  for  First  American,  but 
high  for  the  banking  industry.  One 
reason:  When  other  banks  were  chas- 
ing high-interest  money  market  de- 
posit accounts,  First  American  was 
not.  About  60%  of  its  deposits  are  still 
in  5.25%  savings  and  NOW  accounts, 
compared  with  about  40%  for  other 


Roy  Talmo 

How  to  market  a  bank. 


banks.  Why  do  the  depositors  stand 
still  for  that?  Because  many  are  attor- 
neys, builders,  trustees  and  the  like 
who  appreciate  the  personal  touch. 
On  the  loan  side,  Talmo  says,  many  of 
his  borrowers  are  developers  and 
builders  "who  know  that  we  don't 
blow  hot  and  cold.  They  live  hand  to 
mouth,  and  they  are  willing  to  pay  a 
little  more  to  know  the  money  is 
there  when  they  need  it." 

Talmo  is  still  coming  up  with 
classy  marketing.  A  law  passed  in 
Florida  last  year  allows  commercial 
banks  to  set  up  real  estate  develop- 
ment companies  and  take  an  equity 
position  in  them.  So  Talmo  plans  to 
turn  First  American  into  a  "hybrid"  of 
bank  and  developer.  He  will  start  de- 
velopment subsidiaries  and  spin  off 
part  of  the  stock  to  shareholders, 
keeping  a  controlling  interest  so  he 
can  issue  new  shares.  "This  will  bring 
earnings  into  the  company  but  reduce 
the  bank's  risk,"  he  says.  "We  have 
always  been  creative  and  different. 
You  have  to  find  new  ways  to  run." 


Look  before  you  dial 

Ma  Bell,  or  what's  left  of  her,  is  still 
battling  to  stop  the  beating  that: 
Americans  can  take  when  they  call 
home  from  overseas  through  a  hotel 
operator.  Three  years  ago  (Treiuls,  Sept 
1,  1980)  AT&T,  which  under  divesti- 
ture retains  its  U.S.  long-distance  and! 
overseas  services,  was  trying  to  sign 
up  hotels  for  its  Teleplan,  which  sets; 
standard  percentages  for  transoceanic 
calls.  (The  U.S.  utility  splits  the  take 
with  foreign  telephone  services.) 

Back  then  an  add-on  charge  for  a 
ten-minute  call  from  Portugal,  for  ex- 
ample, might  have  run  $17  if  placed 
by  a  hotel  operator,  when  it  should 
have  cost  no  more  than  $2.  And  the  ) 
problem  persists.  A  businessman  re- 
cently placed  a  hotel  call  from  Barce- 
lona to  his  California  office,  and  the  , 
$120  service  was  billed  at  more  than 
$500.  A  Peekskill,  N.Y.  tourist  calling  ; 
from  Munich  found  his  bill  boostec  ;: 
from  $64  to  $352.  A  New  York  travel  : 
er  was  nicked  an  extra  $95  for  a  five  * 
minute  call  home. 

In  1980  AT&T  lined  up  most  hotel; 
in  Israel,  Ireland,  Portugal  and  man)  . 
in  Britain  for  Teleplan.  It  has  since  ai 
least  doubled  the  number  participat 
ing  worldwide,  to  about  900,  accord! 
ing  to  E.E.  (Ed)  Carr,  who  handles  relai 
tions  with  overseas  telephone  compai 
nies.  Carr  has  signed  on  lodging! 
operating  in  Austria  and  German? 
and,  most  recently,  the  Regent  Intert 
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Forbes  Subscriber  Service 

Write:  Subscription  Service  Manager 
Forbes,  60  Fifth  Avenue 
New  York,  NY  10011 
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SAME  SIZE  COPIES  OUT. 
AUTOMATICALLY. 


Only  two  copiers  in  the  world  can  take  originals  that  are  all  different 
es  and  automatically  give  you  copies  that  are  all  the  same  size. 

They're  the  Beta  copiers  from  Minolta. The  Beta  450Z 
"  small  and  medium  size  offices.The  Beta  650Z  for 
avier  demands. 

And  that's  not  all  Beta  copiers  can  do  automatically, 
ey  can  also  take  different  size  originals  and  give  you 
pies  of  each  original  on  the  correct  paper  size. 

No  other  copier  gives  you  this  automatic  copy  sizing, 
■cause  no  other  copier  has  the  Beta  zoom  lens. 

That's  why  Beta  copiers  let  you  program  a  virtually  limit- 
;s  range  of  copy  sizes  into  the  machine.  From  almost  50% 
ger  than  the  original  to  50%  smaller. On  paper  up  to  11x17". 

Beta  copiers  from  Minolta.They  work  like  no  other  copiers 
the  world.  Because  they're  designed  like  no  other  copiers  in 
p  world. 

Call  your  Minolta  dealer  for  a  demonstration.  Look  in  the 
How  Pages  under  the  Minolta  trademark. Or  call  toll-free 
D-526-5256.In  New  Jersey  call  201-342-6707. 


MINOLTA 


□  Please  have  my  dealer 
contact  me  for  a  demonstration  of  Beta  copiers 

□  Please  send  me  more  information 

Name  

Title  

Company  

Address. 
State  


.  Zip. 


_City_ 
.Telephone. 


Mail  to  Minolta  Corporation.  Business  Equipment 
Division,  101  Williams  Drive.  Ramsey.  N.|. 07446. 

BETA.THERE'S  NO  OTHER 
 COPIER  ON  EARTH  LIKE  IT. 


C  1984  Minolta  Corporation 


THE  MARRIAGE  OF 
TECHNOLOGY  AND  TIMING" 


The  right  technology  ap- 
plied to  product  and  process 
at  the  right  time  can  help  you 
meet  today's  challenges  and 
create  tomorrow's  oppor- 
tunities. The  engineers, 
scientists  and  strategic  con- 
sultants of  PA  Technology 
offer  these  practical  answers: 

•  proven  new  product  con- 
cepts on  a  royalty- 
free  basis 

•  technology  strategy  design 
and  implementation 

•  venture  management 

•  prototype  development 

•  process  design 

With  development  centers 
on  three  continents  and  over 
1,000  professionals,  PA  Tech- 
nology does  more  than  just 


recommend.  We  develop 
identifiable  competitive  ad- 
vantages in: 

•  electronics 

•  material  science 

•  optics 

•  automation 

•  food  technology 

•  biomedical  technology 

•  information  systems 

•  the  process  industries 

We'll  take  innovation  right 
through  to  the  marketplace 
as  we've  done  successfully 
for  hundreds  of  companies. 

For  more  information, 
write  or  call  Arthur  L.  Chait, 
Executive  Vice  President  at 
our  North  American  head- 
quarters, (609)  452-8616. 


PA 

PA  Technology 

707  Alexander  Road,  Princeton,  NT  08540 
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national  in  the  Far  East.  In  Germany 
(among  the  worst  offenders,  with  ho- 
tel phone  surcharges  beginning  at 
160%),  Teleplan  members  now  put 
orange  cards  near  their  phones  ex- 
plaining what  the  bite  can  be. 

But  AT&T  still  has  a  way  to  go.  The 
900  hostelries  signed  up  so  far  work 
out  to  only  0.3%  of  the  world's 
270,000  hotels.  So  if  you're  staying  in 
one  without  the  plan,  Carr  advises, 
call  home,  give  your  hotel  and  room 
numbers  and  ask  to  be  called  back. 
Or,  best  of  all,  find  a  pay  booth  and 
pay  no  surcharge  at  all. 

Close,  but  no  cigar 

Two  months  ago  the  tax-exempt  bond 
industry  and  U.S.  territories  tried  to 
engineer  a  swifty.  The  idea  is  to  sell 
municipal  bonds  for  vaguely  defined 
"economic  development,"  invest  in 
U.S.  government  issues  with  higher 
yields  and  keep  the  arbitrage  profits 
(Forbes,  Jan  16).  State  and  local  gov- 
ernments were  limited  by  law  to 
0.125%  per  year  of  these  sure-bet  prof- 
its— but  not  territories.  Meanwhile, 
Congress  was  considering  a  bill  to  ex- 
tend the  limit  to  U.S.  territories  and 
possessions,  and  the  effective  date 
was  to  be  Dec.  31. 

Moving  fast,  Puerto  Rico's  Govern- 
ment Development  Bank  and  Merrill 
Lynch  Capital  Markets  beat  the  dead- 
line with  a  $450  million  issue  in  early 
December.  Then  Guam  announced  an 
issue  of  $250  million,  quickly 
pumped  it  up  to  $850  million  and  had 
a  prospectus  out  by  Dec.  16.  But  on 
Dec.  20  the  Treasury  asked  Congress 
to  move  the  cutoff  date  up  to  Dec.  21, 
and  on  Dec.  30  Kidder,  Peabody  can- 
celed the  issue. 

The  governor  of  Guam,  Ricardo 
Bordallo,  now  defends  his  bond  issue, 
despite  the  unusually  high  profits 
built  in  for  Wall  Street.  "They  would 
be  hit  by  income  tax,"  he  says.  "If  the 
commissions  were  inordinate,  maybe 
that  was  our  ignorance.  We  assumed 
we  were  dealing  with  reputable  peo- 
ple." He  is  lobbying  Congress  not  to 
pass  the  bill,  arguing  that  he  needs 
development  capital  and  other  ave- 
nues for  raising  it  have  been  blocked. 
But  Guam  seems  unlikely  to  win. 

Some  brokers  at  Kidder,  Peabody 
wonder  why  the  Puerto  Rican  deal 
was  permitted  and  Guam's  quashed. 
What  seems  likely  is  that  Treasury 
officials  were  not  aware  of  the  terri- 
tories' little  game  until  the  sheer  sizel 
of  Guam's  issue  caught  their  eye. 
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Morton  Thiokol,  Inc. 

Eight  Straight  Years  of  Earnings  Growth. 
And  the  Pace  Continues  in  1984. 
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A  25  percent  increase 
in  per-share  earnings 
for  our  first  fiscal  half 
extends  our  track  record 
of  eight  consecutive 
years  of  earnings 
increases  from 
operations.  For  good, 
solid  reasons:  two  thirds  of  Morton 
Thiokol's  revenues  come  from 
products  which  are  market  leaders 
in  four  significant  growth  areas: 

^    Specialty  Chemicals.  New 

products,  growing  markets 
and  technological  capability  to 
satisfy  demanding  new 
requirements  are  continually 
reinforcing  our  strong  market 
positions.  In  many  of  these 
categories,  we  enjoy  over  50 
percent  share. 

Aerospace  Group.  Use  of 

our  high  technology  propul- 
sion systems  will  grow  at  an 
accelerated  pace  as  Space  Shuttle 
missions  increase.  Our  propulsion 





systems  are  also  impor- 
tant components  in  the 
Trident,  MX  Peacekeeper 
and  other  missiles. 

Household  Products. 

Two  new  products — 


tpxize 


"Si'SS  Spray  'n  Starch  and  Vivid 

Compounded  Annual  Growth  Rate  17.7%  ,  c 

— are  on  to  a  last  start. 
They  join  other  well-known  products 
that  fill  a  special  niche  such  as 
Fantastic,  Spray  ;n  Wash,  Yes  and 
Glass  Plus. 

Salt.  Morton  Thiokol  is  the 
\  \  largest  salt  company  in  the  world. 
Our  Salt  Group  is  a  consistent  cash 
generator  and  is  the  most  profitable 
segment  in  terms  of  return  on  sales. 

With  leadership  positions  in  the  indus- 
tries we  serve  and  a  strong  financial 
base,  the  outlook  is  for  continued,  im- 
pressive earnings  growth.  We  have 
forecast  1984  earnings  at  $6.20  to 
$6.50  per  share. 


The  chemistry  is  working! 


Morion  Thiokol,  Inc. 

110  North  Wacker  Drive,  Chicago,  Illinois  60606 


t's  your 


turn  when 


all  heac 


The  buck  stops  here.  Go/No 
Go.  Roll  the  dice.  Bite  the 
bullet. 

Call  it  what  you  will,  the 
decision  is  the  moment  of 
truth  for  every  manager.  And 
every  manager  will  make  bet- 
ter decisions  with  the  right 


information  at  the  right  time. 

That's  what  AT&T  Infor- 
mation Systems  will  give  you. 

We  give  you  systems. 

We  have  designed  a  com- 
plete line  of  integrated  prod- 
ucts and  systems  that  can  be 
custom-fit  to  your  company. 
Everything  from  a  dependable 
small-business  phone  system 
to  the  most  sophisticated 
communications  systems  that 
combine  voice,  data,  office, 
building  and  network  man- 


agement functions  into  o 
vast,  responsive  unit. 

We  give  you  service 

Service  is  not  a  somel 
thing.  We  surround  our  s 
terns  with  lt-before,  duril 
and  after  the  sale. 

We  have  a  standing  a) 
of  more  than  28.000  dedic 
specialists-more  proven; 
fessionals  than  some  of  o 
competitors  have  total  er 
ployees.  We  assign  you  p 
who  know  your  system  11 


rn  to  you 


t  to  help  you  with  plan- 
nstallation  and  mamte- 


|ive  you  experience. 

&T  started  the  com- 
ations  revolution  108 
igo.  Today,  we  number 
million  business  cus- 
;  of  every  size  and 
rom  general  stores  to 
il  Motors.  We  apply  this 
idge  to  your  unique  in- 
ion  needs, 
other  company  can 


marshall  the  systems,  the  ser- 
vice and  the  experience  that 
we  can.  We  stand  ready  to 
work  with  you  to  design  a 
system  that's  right  for  your 
business  now,  and  in  the 
years  ahead. 

AT&T  Information 
Systems.  Turn  to  us  to  help 
you  do  the  tough  part  of  busi- 
ness, and  do  it  right. 


W. 


hen  you've 
got  to  be  right. 


Readers  Say 


Laws! 

Sir:  It  was  quite  humorous  that  your 
article  about  lawyers  (Jan.  16)  should 
be  back  to  back  with  an  article  about 
sharks,  known  for  seeking  out  and 
taking  advantage  of  weaknesses. 
— -Joseph  L.  Cavinato 
Professor  of  Business  Logistics, 
Pennsylvania  State  University 
University  Park,  Pa. 

Sir: 

Lawyers  wrote  the  law  that  made 

them  needed, 
But  one,  by  them,  goes 

quite  unheeded, 
Despite  their  craft,  it  still  must  stand, 
It  is  the  law  of  supply  and  demand. 
— Arlene  R.  Lenaghan 
Birmingham,  Mich. 


A  meety  tax 

Sir:  That  article  on  meetings  (Person- 
al Affairs,  Jan.  16,  1983)  reminded  me 
of  two  great  ideas:  a  well-known  ad- 
vertising consultant  of  the  previous 
generation  insisted  that  any  meeting 
he  was  to  attend  be  held  in  a  room 
without  chairs;  and  my  wife's  sugges- 
tion that  the  federal  deficit  could  be 
reduced,  and  the  tax  code  simplified, 
by  levying  a  tax  on  meetings.  As  rev- 
enues from  the  tax  itself  would  de- 
cline by  reducing  meetings,  the  in- 
creased efficiency  of  business  would 
result  in  increased  profits,  the  taxes 
on  which  would  make  up  for  it. 
— T.T.  Semon 
New  York,  NY. 


Cheaper  than  cosmetics 

Sir:  Americans  gladly  spend  billions 
of  dollars  each  year  on  natural  foods, 
running  paraphernalia,  fane  Fonda 
records  and  health  spas  in  the  hopes  of 
living  long  and  healthy  lives.  Yet  few 
are  expected  to  pay  $100  to  $200  for 
an  automobile  air  bag  which  may  save 
their  lives  (Forbes,  Dec.  5,  1983).  They 
spend  billions  on  cosmetics,  yet  are 
willing  to  risk  scarring  their  faces, 
just  to  save  a  few  dollars. 
— Marianne  Starr 
Houston,  Tex. 


That  female  libido 

Sir:  We  were  responsible  for  choosing 
to  run  the  Keora  ad  you  considered 
asinine  (Fact  and  Comment,  Jan.  16). 


In  all  the  years  we  have  been  in 
business  (seven),  not  one  of  us  can 
remember  a  single  ad  that  drew  a  more 
favorable  response  than  this  one. 

Think  twice  before  passing  judg- 
ment on  something  infinitely  more 
complicated  and  subtle  than  the  cor- 
porate world:  the  female  libido. 
— Carol  Put  tie 

Advertising  &  Sales  Promotion  Manager. 
The  Wilkes  Group  Inc. 
New  York,  NY. 
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Cheaper  maintenance 

Sir:  A  tune-up  on  a  Lotus  Turbo  Es- 
prit ("Meet  the  Wizard,  Joe  Bianco," 
Dec.  19,  1983)  does  not  cost  anywhere 
near  $1,000  as  mentioned  in  the  arti- 
cle. The  owner  of  a  new  Lotus  Turbo 
Esprit  can  expect  to  pay  no  more  than 
approximately  $250  for  a  comprehen- 
sive tune-up.  During  the  first  two 
years  of  ownership,  total  annual  cost 
for  servicing  the  automobile  to  fac- 
tory specifications  should  run  ap- 
proximately $500.  After  two  years, 
maintenance  costs  can  be  expected  to 
increase,  depending  on  the  amount  of 
use  the  car  has  had  and  the  conditions 
under  which  it  has  been  driven. 
— Wesley  C  Fredericks  Jr 
Chairman  Lotus  Performance  Cars,  LP. 
Norwood,  N.J. 


Guilty  on  taxes 

Sir:  You  cited  a  Hearst  Corp.  survey 
(Trends,  Nov  21,  1983  >  in  which  half 
the  respondents  thought  a  defendant 
was  guilty  until  proven  innocent  to 
mean  that  Americans  know  less 
about  the  law  than  they  should. 

Maybe  not.  Every  year,  most 
Americans  comply  with  a  law  that 


compels  them  to  pay  taxes.  Under  tax 
law,  the  burden  of  proof  is  on  the 
taxpayer.  He  is  guilty  until  proven 
innocent.  He  is  judged  by  a  person 
whose  salary  depends  upon  taxes. 

Maybe  those  survey  responses  re- 
veal not  ignorance,  but  perception. 
—Jim  Stienstra 
Spencer,  Iowa 


Beastly  nature 

Sir:  Your  aphorism  "Only  human  na- 
ture is  unchangeable"  (Fact  and  Com-\ 
mentjan.  2)  is  really  not  true.  Human 
beings  are  born  nasty.  Unless  parents, 
churches  and  schools  instill  the  child 
with  love  and  consideration,  the  aver- 
age adult  grows  mean  and  greedy. 
— Milton  F.  Abramson 
Silver  Spring,  Md 

Infants  are  nasty'  It  takes  such  a  mis- 
anthropic  premise  to  arrii  v  at  such  a  false 
co)  iclusion. — M  S  F 


Dictionary  update 

Sir:  Your  sentence  "The  Four  Seasons 
Grill  is  where  what's  done  among 
those  who  publish  and  those  who 
write  and  those  who  middleman  do  it, 
abetted  by  fine  food,  fine  wine  .  .  I 
(Fact  and  Comment,  Dec.  19,  1983)  is 
not  correct  English. 

"Abet"  is  not  a  synonym  for  "aid." 
— Robert  W.  Larkin 
Neiv  York,  NY. 

Your  dictionary  is  out  oj 'date. — MSF 


~r  5:  an  aberrant  organ  or  individual    SPORT  5  —  ab-er-na-lion-aJ 
shen  Vadj 

abet  ve  "bet  ^  rr  abett-ted;  abet-tlng  MF  abetten  fr  MF  abeter.  fr  OFI 
a- (fr  Lad)  +  beter  to  bait,  of  (imc  origin;  "akin  to  OF.  ba?tan\  1 
actively  second  and  encourage  l  an  activity  or  plan  )  forward  2  :  to  as 
\  or  support  in  the  achievement  <>l  a  purpose  ahetted  the  cause  of  |ustj 
)  syn  see  incite  ant  deter — abet -men l  m-int  n  —  aben-lor  or  abei 
►  \  "bct-ar\  n 

abe-v-ance  3  hi  am  i  r-  n  |MF  abeance  expectation,  fr  abaer  to  dej 
fr    ah  y  baer  to  yawn,  fr    ML    batare\    1    :  a    lapsc^m  success 


Uncle  Sugar 

Sir:  Re  the  editorial  "Will  They  Evei 
Ledrn?"  concerning  banks  eager  td 
lend  to  poor-risk  Algeria  (Fact  anu 
Comment  II.  Jan.  16),  Mr.  Forbes  Jr 
misses  the  point.  These  bank  execu< 
tives  are  not  stupid.  In  case  of  default 
the  banks  will  get  Uncle  Sugar  to  bai; 
them  out.  All  their  loans  are  "im 
sured"  by  the  Federal  Reserve. 
— Stu  Israel 
Whitehall,  Ohio 
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The  first  thing  you  notice  as  you  enter  the 
rst  Class  Cabin  of  a  Pan  Am  747  or  L- 1011 
Upper®  is  the  extraordinary  feeling  of  space. 

:irst  In  Comfort. 

And  as  you  settle  into  your  Space  Seat, 
)ur  Pan  Am  Sleeperette®  Seat,  this  sense  of 
)aciousness  becomes  even  more  impressive, 
here's  space  in  front  of  you,  around  you,  above 
)u.  But  above  all,  space  to  give  you  something 
)  very  rare  in  air  travel  today,  a  sense  of  privacy 

:irst  In  Food  And  Wines. 

And  because  of  the  comfort  so  much  space 
:fers,  Pan  Am's  Five  Star  Dining  is  gracious 


dining.  Offering  a  wide  selection  of  international 
entrees  from  the  trolleys.  Served  on  fine  china. 
On  snowy  linen.  And  you'll  whet  your  appetite 
with  some  of  the  world's  most  respected  wines, 
especially  selected  from  the  wines  of  the  world 
by  Pan  Am's  international  wine  consultant. 

First  In  Service. 

Pan  Am  enjoys  a  56  year  tradition  of  fine 
service,  impeccable  service.  Truly  First  Class 
from  the  time  you're  welcomed  aboard  till  your 
coat  is  returned.  It  seems,  in  fact,  as  though 
we  invented  luxury  in  the  air.  But  then,  after  all, 
we  did. 

For  reservations  and  information  call  your 
Travel  Agent  or  Pan  Am. 


HI  Pan  Am.\bu  Can  t  Beat  The  Experience! 


You  can  still  own  this  much  car. 


R>rdLTD. 
CrownVictoria 


Settle  into  the  kind  of 
comfort  that  only  Crown 
Victoria  can  offer.  From 
cushioned  seating  for 
six  to  richly  padded 
door  trim  and  wood- 
tone  accents,  you're 
surrounded  by  Ford 
quality  you  can  feel. 

Impressive  standards. 

Crown  Victoria  is  one 
full-size  car  that  gives 
you  what  other  full-size 
cars  can't:  the  impressive 
power  of  a  5.0  liter  elec- 
tronic fuel-injected  V-8 
engine  with  Automatic 
Overdrive.  Standard. 
No  other  car  in  Crown 
Victoria's  class  can 
make  that  claim. 

Sophisticated 
intelligence. 

This  beauty  has  a 
brain.  A  highly  sophisti- 
cated electronic  engine 
control  system  continu- 
ally monitors  and  corrects 
Crown  Victoria's  engine 
functions  to  deliver  opti- 
mum power,  response 
and  performance.  Need 
brawn?  Add  the  optional 
heavy-duty  towing  pack- 


age and  Crown  Victoria 
can  pull  up  to  2l/z  tons  of 
anything  you  want.  This 
car  understands  what  it  is 
to  work  for  a  living. 

Quiet  luxury. 

Crown  Victoria's  body- 
on-frame  construction, 
full  coil  spring  suspen- 
sion and  Super  Luxury 
sound  insulation  package 
let  you  indulge  in  the 
luxuriously  smooth,  quiet 
ride  that  you'd  expect 
from  a  car  this  size. 


Finishing  touches. 

What's  your  pleasure? 
Crown  Victoria's  options 
include  the  latest  genera- 
tion electronic  stereos, 
an  autolamp  delay  sys- 
tem, illuminated  entry, 
vent  windows  and  6-way 
power  seat  controls.  Even 
a  Tripminder®  computer 
that  tells  you  the  day 
of  the  week,  date  of  the 
month,  trip  distance  and 
instantaneous  distance 
per  gallon.  Information 


at  your  fingertips.  A 
thoughtful  touch. 

Best-built 
American  cars. 

When  we  say  Quality 
is  Job  1 ,"  we  are  talking 
about  more  than  a  com- 
mitment. We  are  talking 
about  results.  A  recent 
survey  concluded 
Ford  makes  the  best- 
built  American  cars. 
The  survey  measured 
owner-reported  problems 
during  the  first  three 
months  of  ownership 
of  1983  cars  designed 
and  built  in  the  U.S. 

LTD  Crown  Victoria 
for  1984.  Isn't  it  nice  to 
know  you  can  still  own 
this  much  sophistication? 
This  much  luxury?  This 
much  car? 

Get  it  together  — 
Buckle  up. 


Have  you  driven  a  Ford . . . 
lately? 


With  all  thy  getting  get  understanding" 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


THIS  YEAR  THE  GIANT  SIZE  OF  THE  U.S.  DEFICIT 

all  not  be  lessened  either  by  the  Administration's  budget    ain't  having  any  new  taxes. 

roposals  or  by  any  actions  of  Congress.  The  deficit  will  be  down  to  the  degree  that  the  economy's 

Congress  ain't  gonna  enact  spending  cuts.  The  President    up  and  that  could  be  quite  sufficient  to  quiet  the  quakers. 


TO  HAVE  THE  U.S.  AIR  FORCE 

3urce  for  all  its  fighter-plane  engines  would  be  pretty 
umb,  dangerous  and  more  costly. 

Though  it's  hard  to  believe,  apparently  there  is  a 
ossibility  that  the  next  engine  order — $10  billion's 
rorth — could  be  awarded  solely  to  United  Technologies 
x>rp.'s  Pratt  &  Whitney  Group.  This  is  despite  some 
arlier  Pratt  &  Whitney  engine  performance  problems, 
nd  an  ongoing  controversy  with  the  Pentagon  about 

THE  EXTRAORDINARILY 

)r  a  sort  of  psychological  ego  trip  at  home.  For  sure,  it 
lakes  for  very  inexpensive  trips  and  bargains  abroad. 

But  the  high  buck  is  raising  ever-greater  havoc  with 
ales  of  U.S.  goods  abroad  and  at  home.  Our  stuff's  too 
xpensive  now  in  their  markets,  and  their  stuff  is  too 
lexpensive  for  ours  to  compete  in  U.S.  markets. 

Since  international  oil  trade  is  down  in  dollars,  the  drop 
1  barrel  costs  for  importing  nations  has  been  more  than 
ffset  by  the  climbing  cost  of  dollars.  Particularly  zapped 


TOTALLY  DEPENDENT  ON  ONE 

startling  charges  for  some  engine  spare  parts,  tools,  etc. 

The  company  competing  is  General  Electric,  an  outfit  of 
considerable  accomplishment.  It's  headed  by  one  of  the 
ablest  CEOs  in  the  country — John  Welch. 

What  leverage  does  the  Department  of  Defense  have  if 
such  a  vast  commitment  for  such  an  overwhelmingly 
consequential  weapon  is  to  one  supplier? 

That's  really  not  a  question  because  it  answers  itself. 

STRONG  DOLLAR  MAKES 

are  the  struggling  Third  Worlders. 

But  when  the  buck  starts  down,  if  it  should  toboggan, 
the  resulting  problems  could  make  present  ones  seem — for 
most — preferable.  Not  the  least  of  which  will  be  the  up- 
ward pressure  on  interest  rates. 

The  Days  of  Dollars  Down  are  coming.  Let  us  hope 
the  dropping  proceeds  gently,  gradually.  That  will  much 
ease  the  difficulties  of  those  both  unhappy  and  happy 
about  it. 


HIE  MOST  EXCITINGLY  SENSIBLE  SOLUTION  TO  OUR  EXPLOSIVE  PRISON 


roblem  is  the  free-enterprise  approach  now  in  the  works 
1  Georgia. 

A  group  of  investors  is  putting  up  a  facility  to  hold  those 
eing  held  for  trial.  The  county  will  be  charged  on  a  per- 
iem  basis.  It  won't  take  a  dime  of  taxpayer  funds,  or  all 
le  grease  and  red  tape  required  nowadays,  to  build  these 


public  institutions.  Manning  won't  be  by  people  motiva- 
tionlessly  on  the  public  payroll. 

Other  hard-pressed  communities  are  looking  into  this 
new  idea  for  housing  wayward  youth  or  for  cases  where  the 
threat  of  physical  violence  and  mental  disturbance  require 
different  treatment.  Look  what's  been  accomplished  and  is 
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being  accomplished  by  free-enterprise- hospitals,  hospi- 
tals operating  for  profit. 

The  state  and  its  citizenry,  prisoners  could  benefit; 
justice,  more  jobs  and  relative  efficiency  .could  quickly 
result.  New  means  of  dispersing,  defusing,  deterrorizing 
correctional  institutions  could  lessen  problems  that  now 
just  despairingly  compound. 

Putting  free  enterprise  to  work  on  what's  one-  of  our 


most  dangerous,  meanest  problems  will  work.  What  a  field 
day  entrepreneurs  will  have  meeting  this  challenge. 

As  we  have  so  often  been  reminded,  right  now  it  can  cost 
from  $4,000  to  $14,000  more  to  incarcerate  our  incarcerat- 
ed per  year  than  the  tuition  for  an  undergraduate  at  Har- 
vard. As  free  enterprisers  get  going,  these  costs  will  come 
down  while  some  of  the  evils  of  imprisonment  decline  and 
justice  is  less  traduced. 


SCORE  ONE  FOR  PHIL  DONAHUE 


Lucky  are  those  who  can  get  through  any 
length  of  time  without  a  faux  pas  or  two — 
things  no  sooner  said  than  we'd  sorely  like  to 
get  back  unsaid.  Susan  Mulcahy  of  the  NewYork 
Post's  "Page  Six"  tells  of  one  heard  by  millions 
that  could  have  been  taken  back  but,  in  the  _ 
interests  of  TV  integrity,  Phil  Donahue  didn't. 

"In  discussing  the  long  hours  of  Lee  Iacoc- 
ca's  busy  business  life,  Phil  asked  him,  'Does  Mary  Iacocca 
lean  over  to  you  at  night  and  say,  "Come  on,  honey,  let's 
get  out  of  here?"  '  Lee's  response:  'Well,  she  died  in  May, 
so — .  (Pause)  She  used  to.'  Donahue  didn't  miss  a  beat. 

SPEAKING  OF  LEE  IACOCCA, 

director  Douglas  Fraser  made  many  if  any  brownie  points 
even  with  his  unionists  when  he — alone  among  corporate 
directors — denounced  the  CEO's  new  contract.  It  provides 
a  warranted  wage  uppance  and  earnable  stock  options 
during  the  next  four  years  to  insure  keeping  the  Chrysler 
driver's  hands  on  their  steering  wheel. 
It  was  Iacocca's  mouth-to-mouth  resuscitation  that 


'She  would  have  liked  you  to  have  retired 
probably  before  .  .  .  she  left  the  earth.'  (Mary, 
57,  died  of  diabetes  complications.)  Penny 
Rothheiser  in  Donahue's  Chicago  office  says 
Phil  considered  editing  out  the  comment,  but 
decided  not  to  'because  it  was  an  honest  mis- 
take, and  a  gap  would  have  made  more  of  an 
issue.'  At  Chrysler,  spokesman  Bob  Neale  said 
no  harm  was  done,  and  Lee  certainly  didn't  take  offense. 
'He's  not  that  kind  of  person.  Everybody  makes  mistakes. ' " 
It  takes  the  right  stuff  to  do  the  right  thing. 
Mr.  Donahue  has  and  did. 

I  DOUBT  IF  UAW'S  CHRYSLER 

saved  'em.  Today's  Chrysler  is  one  man's  miracle.  The| 
only  man  who  could  have  drafted  a  handful  of  the  best  in 
the  business  to  risk  their  careers  by  engaging  in  the  intra- 
venous feeding  of  Chrysler  was  Iacocca. 

Employees,  stockholders,  dealers,  lenders,  federal  tax- 
ers,  the  whole  kit  and  kaboodle  are  among  the  savioured 

A  decent  effort  to  pay  the  man  is  certainly  in  order. 


IF  THERE'S  A  PR  AWARD  FOR  GOAL  ACHIEVING,  MOBIL'S  SCHMERTZ 

is  certainly  winner  by  a  mile.  The  Big  Oiler's  VP  for  Public 
Affairs  was  quoted  recently  as  declaring  that  Mobil  "is  not 
interested  in  creating  warm  feelings  about  the  company." 


THE  WHOLE  POINT  AND  ABSOLUTELY  NO  POINT 

To  most  of  us  WD-40  as  a  brand  name  means  absolutely  nothing  at 
all.  But  we've  all  suffered  stuck  zippers,  locks,  hard-to-turn  window 
cranks  and  the  problem  of  getting  rid  of  crayon  marks  made  by  our  kids 
or  our  kids'  kids.  This  straightforward  ad's  for  tearing  out  and  taking  on 

the  next  trip  to  the  hard- 


VAM.  Supremely  suitable  for 
very  high  flow  rates. 


WD-40  it 

All  Around 
the  House! 

When  It  comes 
to  household  repairs 
nothing  does  it 
l!»e  WD-40 


ware  store. 

Of  that  other  absurdi- 
ty, Houston  reader  David 
Smith  writes,  "It  took  a 
bit  of  figuring  before  I 
understood  what  this 
woman  was  doing,  let 
alone  what  she  had  to  do 
with  pipe  joints."  I  still 
haven't  figured  that  out. 
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SOME  CEOs  PRODUCE  PROFITS  BETTER  DESCRIBED  AS  FIGMENTS 


Turn  your  head  away  for  a  moment  and  some  behind- 
:he-eight-ball  corporate  helmsman  (in  these  cases  better 
iescribed  as  wheelman)  tries  to  slip  into  quarterly  and 
rnnual  reports  some  figures  that  look  like  one  thing  and 
ire  actually  something  else  again. 

No  matter  how  slick  the  paper,  how  colorful  the  print- 
ng,  nothing  can  turn  red  into  black  if  in  reality  there's  no 
jlack  there. 

One  sometimes  wonders  if  some  of  the  extraordinary 
ngenuity  used  to  disguise  losses  were  applied  to  the 
■unning  of  such  businesses,  if  these  managements 
wouldn't  avoid  having  to  get  into  the  figure-disguising 
msiness  in  the  first  place. 

But  for  approaches  to  making  something  seem  profitable 
Arhen  it  ain't  not  never  gonna  be,  President  Reagan's  tale  of 


the  country  preacher  and  the  town  drunk  has  no  equal: 

"Sometimes  government  programs  are  a  little  bit  like 
the  story  of  the  country  preacher  who  called  on  a  town 
about  100  miles  away  from  his  own.  He  went  there  for  a 
revival  meeting.  And  on  the  way  to  the  church,  he  noticed 
in  that  town,  sitting  on  the  porch  of  a  little  country  store, 
was  a  man  from  his  own  hometown,  a  fellow  that  was 
known  for  his  drinking.  And  the  minister  went  up  to  him 
and  asked  what  he  was  doing  so  far  from  home.  'Preacher,' 
he  said,  'beer  is  five  cents  a  bottle  cheaper  here.'  And  the 
minister  told  him  that  didn't  make  much  sense — the  ex- 
pense of  traveling  all  that  way  and  back,  the  price  of 
lodging  and  all  the  while  he  was  there.  The  drinker 
thought  for  a  moment  and  then  replied,  'Preacher,  I'm  not 
stupid.  I  just  sit  here  and  drink  'til  I  show  a  profit.'  " 


SOON  AFTER  THE  MUSICAL  "DOONESBURY"  OPENED 


i  good  friend  and  his  wife  delightedly  reported  to  us  the 
norning  after  viewing  it  that,  when  the  curtain  went  up,  one 
)f  the  actors,  playing  an  undergraduate  contemplating 
msiness  school,  was  reading  Forbes — so  held  that  the  title 
vas  clearly  visible.  Our  friends  found  it  especially  amusing 
because  they  were  the  guests  of  the  publisher  of  Fortune. 

Though  not  big  on  musicals,  we  went  to  great  lengths  to 
;et  a  couple  of  seats  sufficiently  situated  so  that  this 


happiest  of  all  theatrical  props  could  be  fully  savored. 

Up  went  the  curtain — but  that  dumb  kid  was  reading 
something  else  entirely — though,  thank  goodness,  the  title 
wasn't  visible. 

Somehow  I  haven't  been  able  to  shed  the  dark  thought 
that  someone — who  could  imagine  whom? — must  have 
gotten  to  the  propman  after  the  opening  and  persuaded 
him  to  substitute  magazine  nothings  for  the  real  thing. 


FIRST  CLASS 


IS. 


THE  BEST 

is  never  in  oversupply. 


BOOKS 


The  Color  Purple— by  Alice  Walker 
(Washington  Square  Press,  $5.95).  Alice 
Walker  is  a  writer,  and  this  moving  tale 
of  lifting  up  a  sweetly  fierce  body  and 
soul  against  overwhelming  Black  ma- 
cho male  meanness  is,  quite  simply, 
superb. 

Excerpt:  There's  something  in  all  of  us 
that  wants  a  medal  for  what  we  have 
lone.  That  wants  to  be  appreciated.  And  Africans  certain- 
y  don 't  deal  in  medals.  They  hardly  seem  to  care  whether 
nissionaries  exist. 
Don't  be  bitter,  I  said. 
'How  can  I  not!  he  said. 

The  Africans  never  asked  us  to  come,  you  know.  There's 
10  use  blaming  them  if  we  feel  unwelcome. 

It's  worse  than  unwelcome,  said  Samuel.  The  Africans 
ion't  even  see  us.  They  don't  even  recognize  us  as  the 
brothers  and  sisters  they  sold. 

Oh,  Samuel,  I  said.  Don't. 

But  you  know,  he  had  started  to  cry.  Oh  Nettie,  he  said. 
That's  the  heart  of  it,  don't  you  see.  We  love  them.  We  try 
ivery  way  we  can  to  show  that  love.  But  they  reject  us. 
They  never  even  listen  to  how  we've  suffered.  And  if  they 
Usten  they  say  stupid  things.  Why  don't  you  speak  our 


language!  they  ask.  Why  can't  you  remember  the  old 
ways!  Why  aren 't  you  happy  in  America,  if  everyone  there 
drives  motorcars! 

New  York  1900— by  Robert  A.M.  Stern,  Gregory  Gil- 
martin  and  John  Massengale  (Rizzoli  Publications,  $60)  — 
is  studded  with  birth  pictures  in  long-gone  sparse  settings 
of  the  buildings  that  are  now  New  York  landmarks.  Unless 
you're  an  architectural  buff  of  some  erudition,  there's  too 
much  on  this  dish  to  set  before  laymen. 


Right  Dakota  apartments.  1882,  northwest  corner  of  Central  Park 
West  and  72nd  Street;  site  of  the  murder  of  ex-Beatle  |ohn  Lennon 
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Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editors  mind.  -MSF 


Say  It  Not  Again 

Q.  When  you  made  the  remark  con- 
taining the  phrase  "focus  of  evil," 
which  certainly  nettled  the  Soviets, 
did  you  feel  that  it  was  appropriate? 
Would  you  make  it  again? 

A.  No,  I  would  not  say  things  like 
that  again,  even  after  some  of  the 
things  that  have  been  done  recently 
...  I  would  like  to  convince  the  Sovi- 
ets that  no  one  in  the  world  has  ag- 
gressive intentions  toward  them.  Cer- 
tainly we  don't.  And  we  have  proof 
over  50  years  that  we  don't.  Did  we  do 
anything  when  we  were  the  only  pow- 
er with  nuclear  weapons?  Did  we 
threaten  the  world?  Did  we  say  to 
everyone,  "Lay  down  your  arms"? 

— Ronald  Reagan,  in  Time 

U.S.  in  Central  America 

There  might  be  an  argument  for 
doing  nothing.  .  .  .  There  might  be  an 
argument  for  doing  a  great  deal  more. 
There  is,  however,  no  logical  argu- 
ment for  giving  some  aid  but  not 
enough. 

— The  Kissinger  Commission 
on  Central  America 

Hail  Radar  Freedom! 

The  U.S.  is  the  only  country  with  a 
serious  market  for  radar  detectors. 
That  we  can't  even  get  down  the  high- 
way without  an  electronic  hassle  over 
trivial  differences  in  speed  shows  how 
deeply  we've  sunk  into  bureaucratic 


pettiness.  Still,  a  nation  that  allows 
such  a  potent  antidote  to  police  sur- 
veillance can  truly  be  called  a  garden 
spot  of  individual  rights.  You  don't 
have  to  own  a  radar  detector  to  see  the 
beauty  of  it. 

— Patrick  Bedard,  Esquire 

Moneyless  Volcker 

Paul  S.  Volcker  to  an  audience  of 
Florida  businessmen:  "In  the  short 
run,  we  don't  have  a  $200  billion  prob- 
lem," he  said,  referring  to  various  esti- 
mates of  the  size  of  the  current  deficit. 
"We  don't  have  to  deal  with  that  prob- 
lem all  in  one  big  gulp  in  the  early  days 
of  a  new  congressional  session.  What 
would  be  of  enormous  help  would  be 
getting  a  process  in  motion  to  deal 
with  it  over  time." 

In  the  corridors,  he  heard  some 
questions  that  he  is  not  accustomed 
to  dealing  with  in  Washington.  "Sir," 
he  was  asked  by  an  earnest  younger 
businessman,  "if  you  were  to  buy  a 
house  today,  would  you  take  a  fixed- 
rate  mortgage  or  an  adjustable  rate?" 

"Uh-oh,"  the  Fed  chairman  replied, 
"investment  advice.   I  don't  have 
enough  money  to  buy  a  house." 
— Peter  T.  Kilborn,  New  York  Times 

Lyric — A  La  Humor 

Doug  Todd,  Dallas  Cowboys  public 
relations  director,  has  been  collecting 
country  and  western  lyrics  for  the 
past  decade  and  he  finally  turned 


"The  doctor  said  from  here  on  in  you're  to  stay 
away  from  commodities  altogether. " 


them  into  a  book.  Here's  a  sampling: 
"We  must  have  been  drunk  when 

we  said  we'd  stop  drinking." 

"If  I'd  known  I  was  gonna  live  this 

long,  I'd  have  taken  better  care  of 

myself." 

"So  I'll  just  wait  for  her,  looking  out 
my  window  through  the  pain." 

"You  can't  make  a  heel  toe  the 
mark." 

"I  bought  the  shoes  that  just  walked 
out  on  me." 

"If  you  want  to  keep  the  beer  real 
cold  put  it  next  to  my  ex-wife's 
heart." 

— "Jabs  Gab," 
Benton  County  Enterprise 


I  think,  when  I  work.  14  hours 
a  day,  seven  days  a  week,  I 
get  lucky, 

— Dr.  Armand  Hammer,  in  M 


It  Wasn't  So  New 

It  became  unfashionable  to  read 
"the  magazine  your  mother  read,  and 
your  grandmother  read  and  your  great- 
grandmother  read,"  said  Myrna  Blyth, 
editor-in-chief  of  Ladies'  Home  Jour- 
nal. "All  of  a  sudden,  women  didn't 
care  about  how  to  make  egg  salad," 
said  Robert  D.  Thomas,  LHJ publisher. 

The  women  of  the  baby-boom  years 
once  believed  they  "were  going 
through  things  no  one  else  had  gone 
through, "  Ms.  Blyth  said.  Now  they've 
come  to  realize  their  experience,  while 
traumatic,  was  similar  to  "what  wom- 
en have  gone  through  in  every  decade 
of  the  century." 

— Advertising  Age 

A  Topless  George? 

Horatio  Greenough's  huge  marble 
statue  of  Washington,  presenting  him 
as  an  old  Roman,  stripped  to  his 
waist,  with  a  toga  draped  over  his 
knees,  balancing  a  sword,  and  sitting 
on  a  Roman  chair,  raised  a  storm 
when  it  was  unveiled  in  the  Capitol 
Rotunda  in  1841.  The  statue  was 
eventually  put  away  in  the  basement 
of  the  Smithsonian  Institution  where 
it  could  embarrass  the  nation  no  long- 
er. Nathaniel  Hawthorne  was  amused 
by  all  the  commotion.  "Did  anybody 
ever  see  Washington  nude?"  he  asked 
playfully.  "It  is  inconceivable.  I  imag- 
ine he  was  born  with  his  clothes  on, 
and  his  hair  powdered,  and  made  a 
stately  bow  on  his  first  appearance  in 
the  world." 

— Presidential  Anecdotes, 
by  Paul  F.  Boiler  Jr, 
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XEROX 


Now  Xerox 


for  the  price  of  one. 


offers  the  best 
of  both  worlds 


INVENTORY 
MANAGEMENT  D6V6L0PMENT 
r  TOOLS 


MATERIAL 
REQUIREMENTS    ,  SYSTEM 
PLANNING       1  SECURITY 


MASTER 

PRODUCTION  CUSTOM  MENUS 
SCHEDULING  : 


or  the  first  time  ever, 

can  get  the  most 
dvanced  Xerox 
lanufacturing 
rftware,  plus  an  IBM 
minframe  computer, 
1  one  complete, 
ffordable  system. 

The  Xerox  Turnkey  Manufacturing 
stem  includes  everything  you  need  for 
pendable,  comprehensive  information 
anagement. 

Yet,  because  it's  an  off-the-shelf  sys- 
n,  you  can  get  it  fully  installed  at  a 
ice  you  never  thought  possible. 
This  new  system  has  an  advanced 
:hitecture  that  completely  integrates 
anufacturing,  financial  and  distribu- 
>n  applications,  personal  computing, 
formation  center  software,  decision 
pport  systems,  a  database  manager  and 
iirth-generation  languages. 
However,  it's  so  simple  to  use,  your 


current  personnel  can  develop  their  own 
applications  and  handle  their  own  infor- 
mation needs  without  help.  So  there's  no 
data  processing  staff  to  hire. 

Which  means  you  get  fast,  economical 
installation,  plus  immediate  payback  in 
improved  productivity  and  management 
control.  All  with  minimum  overhead. 

Xerox  Computer  Services  technical 
experts,  who  thoroughly  understand  the 
manufacturing  business,  will  help  you 
with  everything.  From  initial  site  plan- 
ning, to  telephone  hotline  support  after 
you're  up  and  running. 

Of  course,  full  documentation,  train- 
ing and  software  maintenance  are  also 
part  of  the  package. 

But  best  of  all,  as  your  business 
expands  and  it's  time  to  move  to  a  larger 
computer,  you'll  still  be  able  to  run  the 
same  software  on  any  IBM  mainframe, 
starting  with  the  smallest  4300  series 
system  up  through  the  powerful 
3084  model. 

So  if  you're  looking  for  better  control 
over  your  operations,  but  are  concerned 
about  finding  a  system  that  really  fits 
your  requirements  and  budget,  let  us  tell 


you  about  our  simple  solution . . .  the 
Xerox  Turnkey  Manufacturing  System. 

Call  Ron  Rich  at  (213)  306-4000,  or 
mail  in  our  coupon,  and  we'll  send  you 
complete  information  and  pricing 
details. 

xI^oTcc^pl^r^r^es 

c/o  Ron  Rich,  5310  Beethoven  Street 
Los  Angeles,  California  90066 
Your  ad  was  very  timely.  We're  planning 
on  buying  a  new  system  within  □  30  days 

□  90  days  □  6  months  □  1  year. 

□  Have  a  sales  rep  call  me  immediately. 

□  Send  me  more  detailed  information. 

Name/Title  

Company  

Street  

City  

State  Zip  

Phone  

Xerox®  is  a  trademark  of  XEROX  CORPORATION.  FO/02/13/84 
IBM*  is  a  trademark  of  International  Business  Machines  Corporation 


The  merger  of 
Investors  Diversified  Services,  Inc. 

a  wholly  owned  subsidiary  of 
Alleghany  Corporation 
into  a  wholly  owned  subsidiary  of 
American  Express  Company 

to  form 
IDS/American  Express 
has  been  completed. 

The  undersigned  assisted  in  the  negotiations 
and  acted  as  financial  advisor  to 
American  Express  Company 
in  this  transaction. 


January  1984 


SBJEWS  &  Company 


76  Beaver  Street 
New  York 
NY  10005 


Fact  and  Comment  II 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


TIMELY  MASTERPIECE 


Investors  should  make  a  wish  that  a  new  book,  The 
Supply-Side  Revolution:  An  Insider's  Account  of  Policy- 
making in  Washington  by  Craig  Roberts  (Harvard  Univer- 
sity Press,  $18.50),  will  sell  well  among  Washington's 
policymakers  and  economists.  If  the  book's  conclusions 
and  lessons  are  taken  to  heart,  you  will  see  a  bull  market  in 
stocks  and  bonds  that  will  make  the  1982-83  rally  look 
like  a  warm-up. 

Dr.  Roberts  served  as  Assistant  Secretary  of  the  Trea- 
sury for  Economic  Policy  in  1981-82.  He  was 
an  intellectual  godfather  of  the  Kemp-Roth 
income  tax  cuts  enacted  in  1981  and  played  a 
key  role  in  the  mid-  and  late  1970s  as  a 
congressional  staffer  in  promoting  personal 
income  tax  cuts  and  in  battling  the  Keynes- 
ian  tax-and-spend  dogma  that  dominated 
Washington  during  the  inflationary  1970s.  As 
he  makes  clear,  the  majority  of  the  Congress  was 
supporting  significant  income  tax  reductions  even  before 
Reagan's  election  in  1980. 

Roberts'  book  does  two  things  well. 

Potent  Politics 

With  remarkable  lucidity  (the  author  is  one  of  the  few 
economists  who  knows  the  virtues  of  simple,  declarative 
writing),  he  explains  what  supply-side  economics  is  all 
about.  It  reallv  boils  down  to  one  word — incentive.  Make 
it  worthwhile  for  people  to  be  productive  and  they  will  be 
just  that.  When  Representative  Jack  Kemp  and  a  handful  of 
others  took  up  the  philosophy  of  Dr.  Roberts  and  his 
colleagues,  the  GOP  could  offer  an  attractive  alternative  to 
the  Democrats  of  lower  taxes  and  higher  economic 
growth.  Reagan  saw  the  political  appeal  in  supply-side 
economics  and  used  it  as  a  cornerstone  for  his  stunning 
1980  victory. 

The  author  effectively  demolishes  the  myths  about 
"voodoo"  economics.  The  opposition  is  based  on  a  blend  of 
ignorance  and  economic  high  priests  who  must  have  felt 
the  way  the  Church  did  nearly  half  a  millennium  ago 
when  Luther  posted  his  theses. 


The  book  also  explains  in  vivid  detail  why  the  supply- 
side  movement  seemed  to  come  a  cropper  during  the  last 
recession.  The  basic  problem:  Fed  Chairman  Paul  Volcker 
believed  conventional  economists  who  warned  that  reduc- 
ing income  tax  rates  would  unleash  a  torrent  of  inflation. 
So  in  August  1981,  when  the  tax  bill  passed,  the  Federal 
Reserve  squeezed  credit  savagely  and  brought  on  the  most 
severe  recession  since  the  1930s.  Not  until  there  was  a 
near-collapse  of  the  international  financial  system  did 
Volcker  ease  up  in  August  1982.  By  then  the 
reputation  of  supply-siders  had  been  black- 
ened. They  had  warned  of  the  consequences  of 
a  too-tight  credit  squeeze,  but  they  were  ig- 
nored. Instead,  the  cuts  were  blamed. 

What  comes  through  Roberts'  writing  are 
influences  that  are  often  underappreciated  by 
academics  and  even  pundits — personality  and 
ambition. 

Roberts'  chronicle  of  how  economic  policy  was  formu- 
lated in  1981-82  is  eye-opening.  That's  why  the  book  will 
be  must  reading  for  political  scientists  and  historians. 

The  author  has  his  villains. 

President's  Men  Fumbled 

One  set  is  the  White  House  staff,  which,  not  surprising- 
ly, never  understood  the  raison  d'etre  for  Kemp-Roth  and 
panicked  when  high  interest  rates  brought  on  the  reces- 
sion. Another  villain  is  David  Stockman,  who  comes 
across  as  a  brilliant  man  without  a  compass. 

Dr.  Roberts'  book  will  also  be  useful  for  the  way  it  deals 
with  the  problems  that  are  still  in  the  headlines — the 
deficit,  the  international  debt  crisis,  social  security,  the 
trade  imbalance. 

The  Supply-Side  Revolution  is  likely  to  be  one  of  those 
quiet  blockbusters  that  won't  make  the  bestseller  list,  but 
will  become  a  minor  classic  and  staple  in  university  histo- 
ry and  political  science  courses.  It  will  have  a  real  impact 
on  economic  thinking  in  the  years  ahead.  Whether  it  will 
do  so  in  1984 — the  Fed  is  again  squeezing  too  hard  and  the 
cries  for  more  taxes  grow — remains  to  be  seen. 
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Relay  star:  Massive  amounts  of  information  are 
now  routinely  relayed  through  space  with  almost 
unbelievable  speed  and  efficiency  via  TDRS -1, 
vanguard  of  a  new,  more  efficient,  more  secure 
system  for  NASA.  Contel — until  a  few  years 
ago  primarily  a  network  of  regional  phone  sys- 
tems— now  leads  the  way  in  space 


communica- 
tion. Through  its  partnership  in  American 
Satellite  Company,  Contel  serves  many  major  U.S. 
companies  with  private  satellite  systems. 
And  through  its  partnership  in  Spacecom, 
Contel  jointly  owns  and  operates  the  TDRS-1. 
Today,  "space"  is  a  Continental  Telecom  region 
too,  and  one  of  the  healthiest.  From  telephony 
to  satellites.  Architects  of  telecommunication. 
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Compared 

to  IBM,  Wang  has 
the  growth  path 
of  least  resistance. 


START 


FB12 

©  .1983  Wane  Laboratories,  Inc. 


If  you're  currently  considering  an  IBM  34 
or  even  a  36,  consider  this:  where  do 
START    you  go  from  there? 

To  an  IBM  38?  Sure,  if 
you  want  to  spend  up  to  18 
months  converting  to  a  dif- 
ferent operating  system, 
different  source  codes,  and 
different  software. 

To  an  IBM  4300?  The 
same  problem  again.  Only 
magnified.  Because  if  the 
IBM  34  and  36  have  little  in 
common  with  the  IBM  38, 
the  IBM  38  has  nothing  in 
common  with  the  IBM  4300 
(logo  excepted). 

Now  consider  the  Wang 
VS  line. 

One  operating  system 
that  supports  the  same  soft- 
ware, utilities,  and  documen- 
tation. A  line  that's  compatible 
from  top  to  bottom  and  bottom 
to  top.  A  line  that's  compatible 
with  other  Wang  equipment 
as  well  as  most  mainframes, 
including  IBM.  And  a  line  that 
can  tie  you  into  total  office 
automation  faster  and  easier 
than  any  other  systems  avail- 
able anywhere. 

Compare  it  to  IBM;  it's 
easy  to  see  why  Wang  offers 
the  growth  path  of  least  resistance. 

For  a  demonstration  of  Wang  VS 
computers,  call  1-800-225-9264.  Or 
write  to:  Wang  Laboratories,  Inc.,  Busi- 
ness Executive  Center,  One  Industrial 
Avenue,  Lowell,  MA  01851. 


WANG 


The  Office  Automation 
Computer  People. 
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What^s  Ahead  for  Business 


There  is  no 
good  news 
to  report 


HIGH  ANXIETY  ABOUT  THE  HIGH  TRADE  DEFICIT 

The  bad  news  about  the  deficit  in  the  U.S.  balance  of  trade  is  that  no 
observer  thinks  it  will  get  better  in  the  foreseeable  future.  There  is  no 
good  news  about  it. 

The  chief  villain  is,  of  course,  the  strong  dollar,  making  U.S.  manufac- 
tured goods  less  competitive  abroad.  Through  the  first  nine  months  of 
1983  U.S.  manufacturers  exported  $41.7  billion  less  goods  than  the 
nation  imported,  a  deficit  65%  higher  than  in  the  comparable  period  in 
1982.  For  the  full  year  the  total  trade  deficit  should  be  at  least  $61 
billion  vs.  $36.4  billion  the  year  before.  Projections  sound  as  horren- 
dous as  the  outlook  for  the  U.S.  budget — a  trade  deficit  on  the  order  of 
$80  billion  or  more  in  1984,  as  high  as  $100  billion  in  1985.  There  are 
jobs  at  stake.  The  Department  of  Commerce  reckons  that  for  every  $1 
billion  in  goods  exported  some  25,000  U.S.  jobs  are  created. 

Figures  tracking  the  current  account — which  adds  investment  flows, 
dividends,  tourism,  insurance  premiums  and  other  "intangibles"  to 
the  trade  in  goods — are  scarcely  more  encouraging.  Through  the  first 
nine  months  of  1983  the  current  account  showed  a  $25.3  billion 
deficit,  vs.  just  $5.6  billion  in  the  same  period  the  year  before.  The 
current  account  deficit  for  1983  could  hit  $38  billion. 

As  recently  as  1980  and  1981  invisibles  were  so  strong  that  they  more 
than  offset  the  U.S.  trade  deficit  and  brought  its  current  account  into 
positive  numbers.  Not  now.  Some  expect  the  current  account  deficit  to 
hit  $49  billion  this  year. 


Waiting  for 
a  weaker 
dollar 


These  gloomy  forecasts  persist  despite  a  general  expectation  that 
the  undoubtedly  overvalued  dollar  is  due  to  weaken. 

A  general  expectation  is  one  thing,  the  question  of  when  is  quite 
another.  "I  don't  know  if  we'll  see  a  decline  this  year,  and  I'd  bet 
against  it,"  says  Harry  Biederman,  chief  economist  for  Lockheed  Corp., 
whose  biggest  export  item  is  the  C-130  military  transport. 

At  that,  Lockheed  is  more  fortunate  than  many  other  U.S.  manufactur- 
ers. "We're  tied  to  the  military  business,"  Biederman  notes,  "and  this 
is  less  sensitive  to  foreign-exchange  rates."  But  Lockheed's  C-130 
customers,  chiefly  governments,  have  other  troubles,  including  their 
own  balance-of-trade  problems. 


Hopes  depend, 
inevitably, 
on  the  other 
deficit 


A  weaker  dollar  will  obviously  help  many  U.S.  manufacturers,  but 
only  up  to  a  point.  As  the  U.S.  economy  continues  to  grow,  its  appetite 
for  imports  will  continue.  So,  an  improvement  in  the  U.S.  trade- 
balance  depends  not  only  on  a  more  competitive  dollar  but  also  on 
increased  demand  from  customers  abroad. 

Both  elements  ultimately  depend  on  what  happens  to  interest  rates 
here.  That,  in  turn,  ultimately  depends  not  so  much  on  the  latest 
meeting  of  the  Federal  Reserve  Board  but  on  the  political  will  and  skill 
of  the  President  and  the  Congress  in  tackling  the  budget  deficit 
problem.  But  this  is  an  election  year.  That's  why  there  seems  no  reason 
to  expect  any  good  news  on  the  trade  deficit  problem  this  year. 
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The  Forbes  Index 

Forbes  Index 

12-month  close-up 
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Slowing  up.  The  Forbes  Index  registered  a  0.8%  gain  in  the 
latest  reporting  period,  one  of  the  smallest  upward  moves 
in  recent  months.  Weakness  in  new  housing  starts  and 
retail  sales  offset  a  drop  in  new  unemployment  claims  and 
a  rise  in  personal  income. 

The  less-than-0. 1  %  seasonally  adjusted  monthly  gain  in 
December  retail  sales  was  disappointing,  despite  the  rec- 


ord cold  and  fewer  holiday  shopping  days.  Nevertheless, 
sales  in  December  1983  were  10.4%  higher  than  in  De- 
cember of  1982.  Snow  and  ice  also  contributed  to  a  drop- 
off in  new  housing  starts,  down  21.5%  from  November  on 
an  unadjusted  basis.  Still,  this  figure  is  up  29.7%  from  the 
previous  year.  Consumer  installment  credit  continues  to 
rise  and  is  up  1 1.3%  from  the  same  period  last  year. 


The  Forbes  Index  C  omponents 


The  FORBES  Index  is  a  measure  of  U.S.  economic  activity 
composed  of  eight  equally  weighted  elements:  Total  in- 
dustrial production,  new  claims  for  unemployment  com- 
pensation, the  cost  of  services  relative  to  ail  consumer 
prices,  the  level  of  new  orders  for  durable  goods  com- 
pared with  manufacturers'  inventories,  total  retail  sales, 
new  housing  starts,  personal  income,  total  consumer 
installment  credit. 

To  measure  these  eight  elements,  FORBES  monitors  ten 
series  of  U.S.  government  data.  The  last  13  months'  data 
for  each  series  is  presented  at  right. 
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GRAND  PRIX 

s  is  one  luxury  car  that  doesn't  compromise  on  performance. 

Sure,  Grand  Prix's  full  coil  suspension  has  been  calibrated 
smooth,  comfortable  ride.  The  body-contoured  seats  are 
'ered  with  a  rich  textured  cloth  that's  gentle  to  the  touch.  And 
ually  every  feature  you'd  ever  want  in  a  luxury  car  is  available. 

Yet,  Grand  Prix  is  still  a  Pontiac.  And  that  means  driving 
litement.  With  quick-ratio  power  steering.  Fade-resistant 


power  brakes.  A  front  stabilizer  bar  that  helps  keep  it  square  to 
the  road  in  tight  turns.  And  a  responsive  3.8  liter  V-6  engine. 
(For  an  even  greater  "kick,"  order  the  5.0  liter,  4-barrel  V-8  engine 
and  Y99  Rally  Suspension.) 

Pontiac  Grand  Prix.  It  doesn't  compromise  on  luxury  or 
performance.  So  why  should  you?  I 

Some  Pontiacs  are  equipped  with  engines  produced  by  other  GM  divisions  subsidiaries  "™ 
or  affiliated  companies  worldwide  See  your  Pontiac  dealer  for  details.  ' 


PONTIAC^  WE  BUILD  EXCITEMENT 


i 


tieir  lives  in  the  black 


To  you,  we  offer  the  opportunity  to  apply 
>r  the  Gold  Card®  from  American  Express® 

It  is  a  credential,  an  acknowledgment  of 
3ur  fiscal  maturity. 

To  qualify  for  the  Card  and  all  its  services, 
3U  have  to  be  accepted  by  both  American 
xpress  and  a  major  bank. 

Once  accepted,  you  become  part  of  a 
roup  whose  finances  and  credit  rating  are 
nong  the  top  five  percent  of  the  nation, 
nd  entitled  to  the  prerogatives  that  go  with 
,  including: 

1.  No  preset  limit  to  the  amount  you  can 
large.  Purchases  are  approved  based  on 
3ur  ability  to  pay,  as  demonstrated  by  your 
ast  spending,  payment  patterns,  and  per- 
)nal  resources. 


2.  Being  able  to  have  a  separate  personal 
line  of  bank  credit  to  be  used  at  your 
discretion. 

3.  The  ability  to  obtain  up  to  $2000  (up 
to  $500  in  cash  and  the  balance  in  American 
Express®  Travelers  Cheques)  in  over  100 
countries  around  the  world. 

For  more  information  and  an  application, 
see  your  participating  bank,  savings  institu- 
tion, and  places  where  the  Gold  Card  is 
welcomed.  Or  write  American  Express 
Company.  Gold  Card,  American  Express 
Plaza,  New  York,  NY  10004.  or  call  800- 
528-8000. 

THE  GOLD  CARD 
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MARTELL 


COGNAC 


PRODUCED  AND  BOTTLED  IN  FRANCE 
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Forbes 


Apple  claims  its  new  Macintosh  computer  is 
taking  dead  aim  at  the  IBM  PC.  But  the 
evidence  suggests  the  company  has  a  rather 
different  target  in  mind. 


Applesauce 


By  Stephen  Kindel 


T|  he  Macintosh,  the  new  com- 
puter Apple  Corp.  started  ship- 
ping fan.  24,  comes  with  a  hefty 
claim  from  John  Sculley,  company 
president.  The  Mac,  he  says,  is 
"meant  to  supplant  the  PC  on  the 
desks  of  corporate  America,  just  as 
the  PC  supplanted  our  own  Apples 
over  the  last  18  months."  Brave 
words.  The  landscape  is  strewn  with 
the  likes  of  Xerox,  RCA  and  General 
Electric,  to  name  a  few,  who  thought 
they  could  muscle  a  piece  of  IBM's 
claimed  turf.  There's  even  a  chunk  of 
Apple  littering  the  ground, 
the  Lisa  workstation  intro- 
duced with  high  hopes  and 
great  flair  last  January. 

So  why  does  Sculley  think 
that  this  time  will  be  any 
different? 

Two  hypotheses  fit  the 
evidence.  The  first  is  that 
both  Sculley  and  company 
cofounder  Steve  Jobs  have 
taken  leave  of  their  senses 
and  are  engaging  in  corporate 
egomania  on  a  grand  scale. 
Don't  laugh.  Other  compa- 
nies have  fallen  victim  to 
their  own  machismo.  But 
that's  not  the  case  here. 

The    second  hypothesis, 
one  that  makes  more  sense, 
that  Apple  has  no  inten- 


smokescreen  to  satisfy  Wall  Street.  If 
the  analysts  believe  Apple  must  com- 
pete with  IBM,  why  not  pander  to  that 
belief  and,  meanwhile,  get  on  with 
other  business? 

For  evidence,  there  is  the  Macin- 
tosh itself,  a  product  whose  design 
clearly  indicates  its  true  market.  No 
less  telling  is  Apple's  approach  to 
marketing  the  Mac,  which,  for  all  the 
expensive  fuss,  points  away  from  a 
direct  confrontation  with  IBM. 

If  Apple  were  really  going  to  com- 
pete with  IBM,  it  would  be  selling 
Macintoshes  directly  into  The  Forbes 
500s  market.  Why?  Because  the  deci- 


1S 


tion  of  competing  with  IBM 
and  has  simply  put  out  a 


Image  from  commercial  introducing  Apple ': 
A  smokescreen/or  Wall  Street? 


\lacint 


sion  to  purchase  personal  computers 
at  the  corporate  level  has  long  since 
shifted  from  the  days  when  individ- 
uals bought  personal  computers  and 
lugged  them  to  the  office.  Instead,  cor- 
porations buy  personal  computers  by 
the  freight-car  load,  and  the  purchase 
decision  has  shifted  to  the  corporate 
data  processing  and  finance  commit- 
tees. Direct  selling  to  national  ac- 
counts already  makes  up  a  quarter  of 
all  personal  computer  sales,  according 
to  Future  Computing,  a  Richardson, 
Tex.  consulting  firm  that  tracks  the 
personal  computer  industry.  It's  hard 
to  see  how,  without  its  own  national 
account  sales  staff,  Apple  will  win  the 
battle  for  the  middle  management 
desks  of  corporate  America. 

Yet,  listen  to  Sculley  on  the  subject 
of  national  account  selling:  "We  will 
be  selling  the  Macintosh  through  our 
established  dealer  network.  Some  of 
them  have  national  account  sales 
staffs,  but  we  think  that  the  machine 
will  sell  well  enough  out  of  the  com- 
puter stores."  Sculley  knows  better. 
Lisa,  in  large  measure,  failed  to  crack 
the  corporate  market  precisely  be- 
cause the  average  Apple  customer, 
who  buys  in  a  computer  store, 
couldn't  get  sign-off  rights  from  his 
company  on  a  $10,000  purchase. 

Then  there  is  the  Macintosh  itself. 
Its  best  features  are  for  computer  nov- 
ices: MacPaint,  a  program  that  creates 
graphic  designs  of  stunning  complex- 
ity, and  MacWrite,  a  word- 
processing  program  that  goes 
to  ingenious  lengths  to  set  up 
the  screen  to  look  like  a  type- 
writer. Both  are  controlled  by 
the  machine's  "mouse," 
which  moves  the  cursor 
without  the  user's  touching 
the  keyboard.  Such  simplic- 
ity is  not  aimed  at  big  corpo- 
rations. The  average  middle 
manager  has  little  need  for 
the  graphics  capability  of 
MacPaint.  Most  managers 
have  a  hard  enough  time 
writing  reports,  without  hav- 
ing to  worry  about  designing 
them  as  well. 

Then  where  will  all  those 
machines  wind  up?  A  hint: 
There  is  broad  agreement 
that  only  one-third  of  all  the 
desks  in  America  ever  likely 
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Lifestyle  wars 


It  is  an  image  meant,  from  the  outset,  to  frighten. 
Faceless  masses,  their  complexions  and  uniforms  a 
cool  blue,  march  into  a  room  to  hear  the  words  of  Big 
Brother  on  the  screen.  While  the  image  on  the  screen 
drones  on,  there  is  a  burst  of  color  and  commotion.  A 
young  girl,  clad  in  red  jogging  shorts  and  carrying  a 
sledgehammer,  races  into  the  hall  pursued  by  visored, 
helmeted  storm  troopers.  As  she  throws  her  hammer 
into  the  screen,  smashing  it,  a  cold  wind  blows  across 
the  vacant-eyed  masses.  The  commercial's  tag  line: 
"On  Jan.  24,  Apple  will  introduce  the  Macintosh.  And 
you'll  see  why  1984  won't  be  like  1984. 

Is  Apple  really  equating  IBM  with  the  totalitarian 
society  depicted  by  George  Orwell? 

Not  overtly,  says  Lee  Clow,  creative  director  at 
Chiat/Day,  the  Los  Angeles  advertising  agency  that 
spent  over  $400,000  producing  the  spot.  It  was  origi- 
nally shown  in  11  major  metropolitan  markets  plus 
Boca  Raton,  Fla.,  where  IBM  PCs  are  made.  But  Clow 
adds:  "All  you  have  to  do  is  look  at  IBM's  historic 
approach  to  computers  as  something  for  the  few, 
where  they  might  let  you  in  if  you  conformed  and 
learned  their  language,  programming.  Then  look  at 
how  Apple  makes  computers  accessible  to  people." 
The  commercial,  directed  by  Ridley  Scott,  who  also 


gave  the  world  such  futuristic  movies  as  Alien  and 
Blade  Runner,  may  not  overtly  cast  IBM  as  an  Orwel- 
lian  thug,  but  it  is  at  the  very  least  a  clever  exercise  in 
propaganda  in  the  style  of  1984. 

IBM,  of  course,  counters  with  some  clever  imagi- 
neering  of  its  own.  From  the  day  it  introduced  the  PC, 
IBM's  symbol  has  been  Charlie  Chaplin's  engaging 
Little  Tramp,  and  its  motto  has  been  "A  machine  for 
Modern  Times."  The  implied  point  is  that  its  ma- 
chines are  a  humanizing  influence. 

There  seems  more  at  stake  in  these  ad  campaigns 
than  merely  moving  Macs  and  PCs.  In  fact,  both  IBM's 
and  Apple's  commercials  signal  a  fundamental  real- 
ization on  the  part  of  both  companies  that  a  market 
cannot  be  made  for  computers  simply  on  the  basis  of 
perceivable  product  benefits.  With  the  novelty  of 
owning  computers  long  gone,  both  companies  have 
decided  that  images  can  be  translated  into  brand  pref- 
erence, the  same  way  that  getting  smokers  to  associ- 
ate with  the  Marlboro  Man  changed  the  course  of 
cigarette  marketing. 

Corporate  image  can  be  a  sometime  thing,  of 
course,  expensive  to  change  but  changeable  nonethe- 
less. For  now,  though,  IBM  and  Apple  are  spending 
heavily  in  decidedly  different  ways. — S.K. 


Sequences  from  Apple's  Macintosh  commercial 
Big  Brother  versus  Truth  and  Beauty. 


to  be  equipped  with  computers  are 
corporate  desks.  The  rest  belong  to 
individual  and  small  business  users, 
the  very  people  who  were  Apple's 
original  customers  and  who  still  buy 
the  overwhelming  majority  of  the 
100,000  Apples  sold  every  month. 

Could  such  be  Apple's  real  intent? 
Yes,  if  you  listen  to  the  words  behind 
the  words.  Sculley  has  labeled  the 
Macintosh  "Apple's  machine  for  well 
into  the  1990s,  maybe  into  the  next 
century."  He  has  backed  those  words 
with  a  $20  million  automated  facility 
to  produce  a  Macintosh  every  27  sec- 


onds. That  factory  allows  Apple  to 
make  a  Mac  that  contains  less  than 
1%  of  its  value  in  labor,  so  that  its 
economies  of  scale  should  continue  to 
rise  as  sales  increase,  but  only  if  the 
Macintosh  has  an  indefinite  life.  Such 
a  level  of  commitment  is  not  corpo- 
rate machismo.  It  is  an  agenda  for  a 
decade  or  more  to  come,  and  it  is  an 
agenda  essentially  saying  that  there 
are  two  major  personal  computer 
markets:  the  corporate  world  served 
by  IBM  and  the  rest  served  by  Apple. 

So  why  is  Apple  making  such  a 
show  of  attacking  IBM?  As  Steve  Jobs 


says,  Apple  has  many  constituencies, 
of  whom  software  writers,  dealers  and 
customers  are  only  three.  "We  have  to 
persuade  Wall  Street  and  the  media 
within  100  days  of  introduction  that 
we  have  a  viable  product,"  says  Jobs. 
Apple's  stock  has  taken  quite  a  beat- 
ing since  the  IBM  PC  was  introduced. 
Because  Wall  Street's  perceptions,  not 
reality,  determine  which  stocks  are 
added  to  portfolios,  Sculley  and  Jobs 
have  decided  to  at  least  appear  to  play 
to  those  perceptions.  In  other  words,  a 
simple  exercise  in  propaganda,  1984- 
style  (see  box,  above). 
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There  could  well  be  another  reason 
or  Apple's  smokescreen.  Besides  its 
raditional  market,  Apple  seems  to  be 
iming  the  Macintosh  at  engineers 
nd  designers  who  need  a  reasonable 
mount  of  processing  power  at  the 
lesk  top.  Jobs  brags  that  the  Macin- 
osh  "has  the  capabilities  at  least  of  a 
'DP- 11  or  a  small  VAX,"  both  made 
iy  the  number  two  computer  maker, 
Digital  Equipment  Corp.  Could  DEC 
ie  Apple's  true  target? 

DEC  has  had  more  than  its  share  of 
iroblems  lately,  mostly  centered  on  its 
wn  slow  start  in  personal  computers. 


But  it  has  been  a  darling  of  scientists 
and  engineers  for  decades,  so  it's  worth 
noting  that  there  are  similarities  be- 
tween the  Macintosh  and  DEC's  offer- 
ing. Both,  for  example,  use  32-bit  pro- 
cessing. A  DEC  Microvax  1,  though, 
costs  $  1 0,000  to  $  1 8,000,  while  a  Mac- 
intosh will  go  for  under  $3,000. 

Obviously,  a  weakened,  uncertain 
DEC  is  easier  to  compete  against  than 
an  all-but-invincible  IBM.  And  for  Ap- 
ple, becoming  America's  number  two 
computer  maker  is  neither  impossible 
nor  worthless,  even  conceding  the 
managerial  market  to  IBM. 


Does  DEC  feel  that  it  has  been  tar- 
geted? It  thinks  not.  Peter  Graham,  a 
manager  of  DEC's  Microvax  program 
office — that's  DEC's  own  32-bit  desk- 
top entry — has  not  yet  seen  a  Macin- 
tosh. But  he  knows  enough  about  its 
specs  to  think  that  it  will  not  be  a 
direct  competitor.  What  it  may  do,  he 
says,  is  open  up  the  very  low  end  of 
DEC's  market  and  "greatly  expand" 
it.  "It  will  be  interesting,"  he  says,  "to 
look  back  on  the  Macintosh's  intro- 
duction a  few  months  from  now  and 
see  just  how  it  has  positioned  itself." 

A  few  years,  more  likely.  ■ 


7or  when  the  One  Great  Scorer 
zomes  to  write  against  your  name, 
He  marks — not  that  you  won  or  lost- 
lut  how  you  did  in  the  rating  game. 


Oace  Grant/and  Rice) 


The  USFL 

meets  the 
sophomore  jinx 


By  Allan  Dodds  Frank 

I|  HIS  SHOULD  BE  THE  YEAR  the 
upstart  U.S.  Football  League 
falls  flat  on  its  back.  After  all, 
vho  is  going  to  get  drenched  for  a 
econd  year,  sitting  in  the 
pring  rain  to  see  games 
vith  scores  like  9-7?  Who 
vill  watch  on  TV,  especial- 
y  when  the  days  grow  long- 
r  and  warmer  and  the 
nind  still  reels  from  end- 
ess  hours  of  NHL  hockey 
nd  NBA  basketball,  plus 
najor  league  baseball,  and 
larness  racing  from  New 
ersey,  wrestling  from  Los 
Angeles  and  soccer  direct 
rom  Spain? 

Too  much,  you  would 
hink,  for  spring-summer 
ootball  to  survive?  Maybe 
lot.  For  what  counts  in  this 
;ame  are  the  numbers.  Not 
he  scores,  but  TV  audience 
atings.  By  that  reckoning, 
he  USFL  has  a  good  shot. 

Carrying  USFL  games  on 
laturday  and  Monday 
lights  last  season,  ESPN's 


cable  TV  network  earned  a  3.5  rating, 
about  IVi  times  its  normal  audience. 
Broadcasting  USFL  games  on  Sunday 
afternoons,  ABC-TV  averaged  near 
6 — that's  6  homes  of  every  100  with 
sets,  an  audience  share  of  about  15 


homes  of  every  100  sets  turned  on. 

That  wasn't  bad.  In  comparable 
time  slots  the  season  before  with  oth- 
er programming,  ABC's  ratings  were  6 
or  less.  All  told,  ABC  may  have  made 
more  than  $15  million  on  the  USFL 
last  year.*  It  had  bought  the  rights 
cheap,  $9  million  for  last  year,  and 
sold  nearly  $34  million  worth  of  ad- 
vertising time.  ABC's  ad  rates  on 
USFL  games  starting  Feb.  26  are  up 
10%,  $33,000  per  30-second  spot. 

Then  there's  the  Getty  Oil  link. 
When  Texaco  swallows  Getty,  the 
majority  owner  of  ESPN,  it  is  expect- 
ed to  unload  ESPN.  ABC  owns  an 
option  on  ESPN  stock.  But  if  ABC 
buys  ESPN  for  maybe  $200  million,  it 
would  then  need  USFL  games  even 
more  to  fill  ESPN's  hours,  making 
broadcast  rights  more  valuable. 

Only  the  Denver  Gold,  drawing 
nearly  40,000  a  game,  made  money 
last  year.  Several  of  the  larger  fran- 
chises, Chicago  and  Los  Angeles 
among  them,  each  lost  nearly  $4  mil- 
lion. (Some  owners  wrote  off  those 
losses  against  other  suc- 
cessful ventures.)  But  none 
of  the  12  teams  in  the 
league  last  year  died  or  even 
tapped  the  USFL  $18  mil- 
lion emergency  fund. 

Another  measure  of  the 
USFL's  strength,  or  its 
promise,  is  what's  happen- 
ing to  franchise  costs.  Each 
original  USFL  franchise 
went  for  $1.5  million.  To 
get  going  this  season,  six 
expansion  owners  paid 
$6.25  million  apiece.  Next 
season  Chet  Simmons, 
league  commissioner  and 
former  president  of  NBC 
Sports,  plans  to  add  at  least 


'It's  more  than  likely  that  ABC  made 
more  nionev  on  I  'SFLfootball  than  on 
the  vastly  more  costly  Monday  night 
Nl-'l.  games,  whose  ratings  dropped 
from  21.7  in  1981  to  20  6  in  1982  to 
18:1  last  season 
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two  franchises  at  $10  million  each. 
"Indianapolis  would  be  a  perfect  place 
for  us  to  be,"  he  says.  Natives  used  to 
call  it  Indian-no-place,  but  on  Madi- 
son Avenue  it's  the  nation's  24th- 
largest  TV  market. 

Simmons  figures  that,  with  new 
stars  signed,  USFL  could  pull  a  7  rat- 
ing on  ABC  and  perhaps  a  4  on  ESPN 
this  season.  If  so,  it's  a  near  cinch  that 
ABC  would  exercise  its  options  to 
broadcast  the  1985  (paying  $14  mil- 
lion) and  1986  ($18  million)  seasons. 

For  all  the  publicity  given  to  the 
huge  sums  paid  to  take  stars  away 
from  the  NFL — $1  million  a  year  to 
Nebraska's  Heisman  Trophy  winner 
Mike  Rozier,  for  example — USFL  sal- 
aries are  not  out  of  hand.  The  teams 
have  but  two  or  three  stars  each. 
These  biggies  aside,  USFL  owners 
probably  spent  $2  million  or  so  per 
team  on  salaries,  an  average  of  only 
$42,000  per  man.  It  is  NFL  player  sala- 
ries, says  its  commissioner,  Pete  Ro- 


zelle,  that  are  escalating  giddily  to 
compete  with  money  offered  by  USFL 
owners  like  Donald  Trump,  Eddie  De- 
Bartolo  Sr.  and  A.  Alfred  Taubman,  all 
listed  in  the  Forbes  Four  Hundred. 

The  fact  that  the  league  might 
make  it  has  created  a  deep  difference 
among  USFL  owners — about  TV  mon- 
ey. The  argument  is  focused  on  the 
"HUT"  levels,  the  number  of  Homes 
Using  Television,  at  various  times  of 
the  year.  HUT  levels  are  twice  as  high 
in  fall-winter  as  in  spring-summer. 
Trump,  the  New  York  City  real  estate 
magnate  who  last  September  bought 
the  USFL  New  Jersey  Generals,  wants 
to  change  the  schedule  as  early  as 
next  year  to  compete  directly  with  the 
NFL  in  the  fall,  when,  because  more 
sets  are  on,  TV  revenues  are  higher. 

He  has  a  deeper  angle.  Current  NFL 
contracts  with  the  TV  networks  ex- 
pire after  the  1986  season.  Trump 
thinks  that  cable  networks  might  of- 
fer to  split  pay-per-view  revenues 


with  the  NFL.  That,  he  says,  is  when 
the  three  major  networks  will  wel- 
come USFL  football  as  a  direct  alter- 
native to  the  NFL,  and  the  franchise 
he  paid  about  $7  million  for  would  be 
worth  $60  million  to  $100  million. 

"I  go  first  class,"  says  Trump.  "If 
you're  going  to  go  first  class,  you  need 
the  television  revenue  generated  by 
the  fall  and  winter.  It  is  as  simple  as 
that.  The  biggest  obstacle  we'll  have 
to  moving  is  our  own  success." 

But  the  shrewdest  plans  will  fail  if 
the  ratings  collapse  this  season.  "The 
next  60  days  will  be  crucial,"  says 
Commissioner  Simmons.  "We've 
gone  beyond  being  a  curiosity.  We're 
pretty  much  on  our  own  this  year." 

It's  all  in  the  ratings,  then.  If  the 
USFL  gets  them,  the  sophomore  jinx 
is  probably  broken.  When  ABC's  con- 
tract with  the  USFL  comes  up  after 
the  1986  season,  says  a  key  rival,  "If 
it's  got  an  8  rating,  I  don't  care  if  it's 
hopscotch.  We're  interested."  ■ 


Elvis  Presley  died  in  1977,  but  the  folks 
running  his  estate  aren 't  worried.  They  are 
gearing  up  to  market  him  like  Snoopy  and 
Mickey?  Mouse. 


Sell  me  tender 


By  Laura  Saunders 


When  Elvis  Presley  died,  in 
1977,  the  rock  'n'  roll  king 
left  an  estate  valued  at  only 
$10  million.  That's  not  much  for  the 
most  popular  singer  of  his  time.  Like 
many  an  entertainer  before  him,  and 
undoubtedly  since,  Elvis  was  better  at 
making  money  than  keeping  it. 

Today  the  courts  are  in  charge,  and 
for  once  the  probate  process  is  actually 
creating  value.  Elvis'  executors  have 
hired  high-priced  marketers  to  exploit 
his  legend  and  profit  potential.  The  key 
is  Elvis'  incredible  fame:  Studies  show 
that  seven  years  after  his  death,  the 
singer  remains  better  known  than 
Johnny  Carson,  John  Lennon  and  Jell- 
O.  "We  plan  to  reincarnate  Elvis, "  says 
Joseph  Rascoff,  the  New  York  accoun- 
tant who  is  masterminding  it  all.  "By 


Tliepool  room  and  "jungle  room"  at  Graceland,  Elvis'  Memphis  mansion 
More  pulling  power  than  Thomas  Jefferson's  Monticello. 
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"You  ain't  no  friend  of  mine" 


The  history  of  Elvis 
Presley's  finances  is 
as  curious  as  his  persis- 
tent hold  on  the  public 
imagination.  Unlike 
other  rock  personal- 
ities such  as  Mick  Jag- 
ger  and  Yoko  Ono,  El- 
vis was  ignorant  about 
money.  Unfortunately, 
he  relied  upon  an  ad- 
viser who  was  nearly  as 
unsophisticated  —  and 
greedy. 

Elvis  earned  over 
$100  million  during  his 
career,  but  he  never 
benefited  from  tax 
planning.  Virtually  ev- 
ery cent  was  ordinary 
income.    Though  he 

was  RCA's  most  sue-   

cessful  performer  ever — more  than 
800  million  Elvis  records  and  tapes 
have  been  sold — he  sold  the  com- 
pany rights  to  his  entire  back  list  of 
recordings  in  1973  in  a  deal  that 
netted  him  only  $1.25  million. 

Why?  According  to  court  rec- 
ords, the  answer  lies  with  Colonel 
Thomas  Parker,  the  Svengali-like 
promoter  who  managed  Elvis'  ca- 
reer. Presley  relied  on  him  com- 
pletely, and  Parker  nurtured  the 
"Elvis  mystique"  brilliantly.  He 
also  made  lots  of  money.  Instead  of 
a  typical  20%  manager's  fee,  Par- 
ker customarily  took  half  of  every- 
thing Elvis  made — sometimes 
more.  In  agreements  connected 
with  the  RCA  buyout,  for  example, 
the  Colonel  grossed  $1.75  million 
more  than  Elvis. 

Other  Parker  peculiarities  were 
even  more  costly.  Elvis  was  an  in- 


Colonel  nomas  Parker 


ternational  star.  More 
people  watched  his 
1973  TV  special  than 
saw  Neil  Armstrong 
walk  on  the  moon,  and 
in  Japan  it  captured 
98%  of  the  audience. 
There  were  offers  of  $  1 
million  or  more  for  a 
single  night's  work 
abroad.  How  come  El- 
vis never  accepted? 

The  reason  may  be 
that  the  Colonel  didn't 
have  a  passport.  A 
Dutchman,  originally 
named  Andreas  Corne- 
lus  van  Kuijk,  he  en- 
tered the  U.S.  under 
unknown  circum- 
stances in  1929.  Parker 
  worked  in  carnivals  be- 
fore switching  to  music  manage- 
ment. He  served  in  the  U.S.  mili- 
tary, but  the  title  of  Colonel  was 
bestowed  by  Louisiana's  governor. 

Even  after  Elvis'  death,  the  Colo- 
nel was  active,  with  the  same  di- 
sastrous financial  results.  He 
quickly  signed  a  disadvantageous 
contract  with  a  licensee  who  had 
been  fined  $100,000  for  design  in- 
fringement and  later  pled  guilty  to 
mail  fraud.  Parker's  share  of  the 
merchandising  income:  78%. 

Eventually,  a  suspicious  probate 
judge  ordered  an  investigation  of 
the  Colonel.  A  subsequent  tangle 
of  lawsuits  cost  the  estate  over  $2 
million  during  a  period  when  its 
income  was  under  $5  million.  Last 
July  the  suits  were  settled.  The  74- 
year-old  Parker,  who  lives  in  Palm 
Springs,  was  forced  to  withdraw 
from  the  Elvis  business. — L.S. 


1986  we  could  have  revenues  of  $50 
million  at  retail." 

Rascoff,  who  also  handles  business 
for  rock  groups  like  the  Rolling  Stones 
and  The  Who,  isn't  just  pulling  num- 
bers out  of  the  air.  In  1982  the  estate 
opened  Elvis'  hillbilly-rococo  man- 
sion in  south  Memphis,  Tenn.  to  the 
public  as  a  way  to  stem  losses.  Last 
year  Presley's  Graceland  attracted 
over  500,000  people — more  than 
Thomas  Jefferson's  Monticello — at  $6 
a  head  for  adults.  Profit  margins  are 
better  than  10%  on  about  $4.5  million 
in  annual  revenues.  "We're  a  major 
tourist  attraction,  like  the  Hearst 
Castle,"  says  Jack  Soden,  Graceland's 
executive  director. 

What  visitors  see  is  worth  a  detour. 
Graceland  has  a  "jungle  den"  with 
fake  fur  lampshades  and  an  indoor 
waterfall,  a  24Kt  gold-plated  grand  pi- 
ano and  a  pink  1956  Cadillac.  Elvis' 
Aunt  Delta,  who  still  lives  in  the 
house,  and  his  Uncle  Vester  some- 
times wander  through.  Near  the 
swimming  pool,  in  a  "meditation  gar- 
den" with  kitschy  classical  statues, 
lies  the  singer's  grave,  always  covered 
with  flower  arrangements  sent  by 
fans.  Above  it  burns  an  eternal  flame. 

This,  however,  is  only  the  begin- 
ning. By  1986  the  executors  will 
launch  a  traveling  show  of  Elvis 
memorabilia,  which  promoters  hope 
will  gross  over  $2.5  million  a  year  and 
have  far  higher  profitability  than 
Graceland.  Also  coming  is  the  re-re- 
lease of  an  as  yet  unspecified  Elvis 
single  that  will  be  backed  by  an  MTV- 
style  videodisk  aimed  at  a  new  gen- 
eration of  teenyboppers. 

Then  there  is  commercial  televi- 
sion. At  least  two  specials  are  planned 
over  the  next  two  years.  One  will  use 
unaired  Elvis  material,  and  the  other 
will  feature  Priscilla  Presley,  the  sing- 
er's former  wife,  in  a  Jackie  Kennedy- 
style  tour  of  Graceland,  as  well  as 
various  guest  performers,  some  sing- 
ing old  Elvis  songs. 

Perhaps  the  most  ambitious  Elvis 
rejuvenation  project  is  a  Hanna-Bar- 
bera  animated  cartoon  special  slated 
for  1985.  It  is  expected  to  spin  off  into 
a  Saturday  morning  kiddie  show, 
which  would  create  a  new  licensing 
character,  much  like  Strawberry 
Shortcake  or  the  Flintstones. 

Want  more?  There's  a  high-priced 
licensing  venture  in  the  works,  with 
collectible  Elvis  plates,  medallions 
and  even  a  $2,500  porcelain  doll — 
with  a  real  diamond  in  its  belt  and  a 
scarf  cut  from  one  of  Elvis'  own. 

The  screaming  teenagers  who  tore 
down  the  barricades  to  see  Elvis  in 
1959  are  now  in  their  40s.  That  means 
Rascoff  is  aiming  at  new  fans,  not  the 


nostalgia  market.  "Elvis  is  a  creative 
entity,  a  character,  like  Mickey 
Mouse,"  Rascoff  explains.  "It  doesn't 
matter  that  he  was  once  a  performer. 
That  is  rapidly  becoming  irrelevant." 

It's  possible  he's  right.  One  indica- 
tion: Graceland,  open  to  the  public  for 
about  20  months,  runs  at  capacity 
during  the  tourist  season.  The  estate's 
other  income,  which  comes  largely 
from  royalties,  currently  runs  to  $2 
million.  This  figure  has  dropped  since 
Elvis'  death,  but  now  appears  to  have 
all  the  stability  of  a  municipal  bond. 
There  is,  of  course,  an  added  kicker:  If 
Rascoff's  promotion  succeeds,  royalty 
income  should  shoot  up,  too. 

Who  gets  all  this  cash?  The  Elvis 
business  is  held  in  trust  for  Presley's 


16-year-old  daughter,  Lisa  Marie.  She 
assumes  control  when  she  turns  25. 
Provisions  of  the  trust  preclude  any 
debt,  which  makes  for  creative  fi- 
nancing: To  acquire  land  for  a  shop- 
ping complex  across  from  Graceland, 
for  example,  the  estate  signed  a  lease- 
purchase  agreement  with  Kansas  City 
investors.  When  the  trust  expires,  the 
estate  has  the  option  of  acquiring  the 
property  at  a  fixed  price. 

By  then,  of  course,  Elvis  could  be 
really  big  business.  "Out  of  Mickey 
Mouse  came  Disneyland  and  movie 
studios,"  Rascoff  concludes.  "That 
can  happen  here,  too."  If  he's  right, 
look  for  Lisa  Marie  Presley  in  The 
Forbes  Four  Hundred  in  1994  when 
she  assumes  control  of  her  trust.  ■ 
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How  many  convenience  stores  can  the 
consumer  stand?  Big  oil  may  find  out. 


Mobil  wants  to  be 
your  milkman 


By  Carol  E.  Curtis 


It's  a  topsy-turvy  world.  You 
used  to  go  to  the  7-Eleven  for  milk 
and  bread  and  to  a  service  station 
for  gasoline.  Now  almost  half  the  na- 
tion's 51,000  convenience  stores  sell 
gas.  And  soon  you  might  get  the  milk 
arid  bread  at  your  local  Mobil  station. 

Mobil  selling  groceries?  Didn't  the 
nation's  second-largest  oil  company 
(and  fifth-largest  gasoline  retailer) 
learn  more  than  it  wanted  to  know 
about  retailing  through  its  hapless 
Montgomery  Ward  subsidiary?  Appar- 
ently not.  Mobil  dealers  who  attended 
a  regional  meeting  in  Tustin,  Calif, 
last  September  say  they  were  told  by  a 
company  spokesman  that  Mobil  in- 
tends to  turn  as  many  as  possible  of 
its  full-service  stations  into  self-ser- 
vice gas  islands  in  combination  with 
convenience  stores.  (Mobil  calls  them 


"snack  shops.")  K.C.  Esty,  general 
manager  for  marketing  services  of 
Mobil  (U.S.),  wouldn't  confirm  the  ex- 
tent of  the  plan  to  Forbes,  but  he 
wholeheartedly  supports  the  idea  in 
principle.  "It's  a  natural  extension  of 
the  gasoline  business,"  he  says. 

Mobil  wouldn't  be  blazing  any 
trails.  Atlantic  Richfield,  Texaco, 
Amoco  and  Tenneco  have  all  intro- 
duced suitably  altered  gasoline  sta- 
tions as  convenience  stores.  But  none 
on  the  scale  reportedly  envisioned  at 
Mobil,  which  owns,  operates  or  sup- 
plies 12,000  stations  nationwide — 
about  1  in  12  of  the  140,000  gas  sta- 
tions in  the  U.S.  If  it  follows  through, 
Mobil  would  become  a  major  factor  in 
convenience  stores  at  a  stroke. 

It  would  be  a  complex  stroke,  to  be 
sure.  Mobil  owns  or  controls  the  real 
estate  at  about  a  third  of  its  stations. 
At  these  locations,  Mobil  is  already 


putting  a  clause  in  new  leases  stating 
that  it  has  the  right  to  rebuild  the 
station  at  any  time.  But  at  the  rest  of 
its  stations,  Mobil  merely  supplies 
the  gasoline — meaning  it  exercises 
limited,  if  still  considerable,  influ- 
ence over  the  owner. 

Among  those  unhappy  at  the  con- 
version prospect,  besides  7-Eleven 
and  other  convenience  chains,  is  Vic 
Rasheed,  head  of  the  Service  Station 
Dealers  of  America.  He's  lobbying 
Congress  to  prevent  arbitrary  conver- 
sions. "Service  stations  were  designed 
to  service  autos,  not  just  to  sell  gas 
and  convenience  items,"  he  argues. 
"The  whole  question  is  whether  the 
public  will  stand  for  it." 

But  while  the  dealers  may  be 
against  conversion,  the  numbers  ap- 
pear to  support  it.  From  1979  through 
1982  gasoline  consumption  fell  12%. 
Over  the  same  period,  sales  at  conve- 
nience stores  rose  114%.  Moreover, 
some  23,000  convenience  stores  are 
now  selling  gas  themselves. 

The  catalyst  for  all  this  was  the  self- 
service  gas  pump,  which  now  ac- 
counts for  70%  of  all  gasoline  sales. 
At  a  full-service  station,  says  Mobil's 
Esty,  only  about  10%  of  all  gas  buyers 
get  out  of  their  car  and  go  into  the 
sales  area.  At  a  self-service  station, 
where  you  have  to  get  out  of  the  car 
anyway,  Esty  says  the  "vast  majority" 
of  customers  enter  the  sales  area  after 
they  fill  up.  "The  opportunity  for 
them  to  make  an  impulse  purchase," 
he  says,  "is  what  attracted  us." 

Many  dealers  see  an  even  more 
ominous  implication:  The  eventual 
elimination  of  auto  service  at  most,  if 
not  all,  stations.  The  automobile  af- 
termarket — service  and  repair — is  a 


A  new  Mobil  gas  station  in  Phoenix,  Ariz. 

At  a  self-serve,  you  have  to  get  out  of  the  car  anyway. 
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Mobil  dealer  Dave  Valentine 

Suing  for  the  right  to  change  tires. 

$54  billion  industry.  "That's  where 
the  dealer  makes  his  money,"  says 
Brent  Crosby,  head  of  the  Service  Sta- 
tion Dealers  of  Arizona,  a  state  where 
Mobil  made  several  of  its  early  con- 
versions. One  of  Crosby's  members, 
Dave  Valentine,  has  gone  to  court  to 
contest  the  conversion  of  his  Mobil 
station  in  Tempe. 

And  convenience  store  owners 
know  what  the  potential  new  compe- 
tition would  mean.  Kerley  LeBoeuf, 
president  of  the  National  Association 
of  Convenience  Stores,  which  repre- 
sents 39,000  stores,  reckons  that  if 
Mobil  converted  all  its  stations  it 
would  increase  the  number  of  conve- 
nience stores  by  24%.  How  much 
convenience  can  the  consumer  stand? 

Besides,  LeBoeuf  says,  "A  good  gas 
station  might  not  be  a  good  conve- 
nience store."  He  has  a  point.  Big  oil's 
record  with  its  ventures  outside  the 
oil  business  doesn't  exactly  inspire 
confidence  that  it  would  excel  with 
dairy-fresh  milk  and  oven-fresh  bread. 

There  is  a  bigger  question:  Who  will 
fix  the  cars  if  service  stations  don't? 
"Safeguarding  the  motoring  public — 
that  is  the  real  issue,"  asserts  Ra- 
sheed.  "The  oil  companies  have  taken 
the  position  that  maintaining  cars  is 
no  longer  their  problem."  Esty  denies 
this  is  Mobil's  plan,  but  he  does  admit 
the  service  station  business  is  chang- 
ing: "Before  1970  there  was  little  self- 
service  gasoline.  It  evolved,  like  sell- 
ing convenience  items,  because  that 
is  what  customers  wanted." 

Over  the  long  run  the  market  will 
decide  who  will  fix  the  cars.  After  all, 
a  $54  billion  market  will  hardly  go 
begging.  More  likely,  it  will  provide  a 
new  entrepreneurial  opportunity.  In 
the  meantime,  maybe  it's  time  to 
learn  how  to  change  your  own  oil 
and  tires.  ■ 


Poland's  state-controlled  economy  is  a 
debt-ridden  shambles.  But  Poland's  free 
market  and  black  market  are  so  vibrant 
they  even  have  their  own  index.  The  higher 
the  index,  the  worse  things  are.  Call  it . . . 

The  Jaruzelski 
index 


By  Arthur  Jones 


T|  here  is  an  economic  indicator 
in  Poland  as  sensitive  to  good 
and  bad  news  as  any  Western 
stock  market  index.  This  indicator  is 
based  on  the  prevailing  black  market 
rate,  in  Polish  zlotys,  for  U.S.  dollars. 
While  the  official  rate  is  95  to  100 
zlotys  (99  on  Jan.  15)  for  1  U.S.  dollar, 
the  unofficial  rate  is  whatever  the 
market  says  it  is.  The  more  zlotys  per 
dollar,  of  course,  the  gloomier  the  out- 
look. At  the  moment,  the  black  mar- 
ket is  saying  that  things  are  getting 
worse.  The  rate  was  hovering  around 
600  on  Nov.  1,  then  shot  up  to  700  by 
Dec.  15.  A  slight  dip  came  as  expected 
after  Christmas  (690  on  Dec.  30),  and 
then  the  climb  resumed.  In  early  Janu- 
ary it  was  700. 

Trading  is  brisk,  and  if  you  think 
the  Polish  communist  government  is 
doing  everything  it  can  to  stamp  it 
out,  think  again.  Warsaw  banks  gath- 
er daily  reports  on  the  prevailing 
black  market  U.S.  dollar  rate  from 
cities  around  Poland,  and  the  govern- 
ment uses  the  information  in  setting 
some  of  its  own  prices — for  Polish- 
built  Fiat  cars,  for  example.  One  state- 
controlled  newspaper  even  reveals 
each  week  the  black  market  rates  for 
the  dollar  and  the  prevailing  black 
market  price  for  gold  as  well. 

That  comes  about  because  Poland 
has,  since  the  early  1960s,  been  issu- 
ing its  own  version  of  the  U.S.  green- 
back. It  is  an  official  scrip  called 
"bons,"  denominated  as  dollars  and 
interchangeable  in  value  with  them — 
at  least  on  the  black  market. 

A  Polish  citizen  cannot  take  1  bon 
to  the  bank  and  freely  get  1  U.S.  dollar 
for  it.  That  has  to  be  done  on  the  black 
market.  But  a  citizen  can  take  his  U.S. 


dollar  to  the  bank  and  exchange  it  for 
a  bon. 

The  flood  of  bons  came  about  with 
the  imposition  of  martial  law  by  the 
Jaruzelski  regime  in  December  1981. 
The  government  froze  all  hard  curren- 
cy accounts  and  issued  bons  to  those 
whose  assets  it  had  frozen.  And  while 
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One  Polish  "bon" 

Legal  hedge/or  hard-earned  zlotys. 

hard  currency  can  again  be  held  in 
bank  accounts  by  private  citizens — 
officials  don't  ask  where  it  may  have 
come  from — the  bons  have  found  a 
unique  place  in  the  Polish  economy. 

Like  dollars,  deutsche  marks, 
pounds  sterling  and  other  hard  cur- 
rencies, bons  are  valuable  because 
they  can  be  used  to  purchase  other- 
wise unobtainable  goods — Scotch 
whiskey,  cosmetics,  Japanese  radios, 
quality  watches — from  state-run 
Pewex  stores.  But  the  bons  may  also 
be  traded  legally  among  private  per- 
sons on  free  market  terms.  (Hard  cur- 
rencies may  not.)  This  has  created  a 
way  for  Poles  to  hedge  what  little 
money  they  may  have  against  infla- 
tion. By  holding  bons  they  can,  in 
effect,  invest  in  U.S.  dollars.  A  Pole 
who  had  transferred  his  zlotys  into 
bons  around  Nov.  1,  1983  had  made  a 
1 7%  gain  by  New  Year's  Day. 

How  can  he  keep  track?  Through  a 
16-page,  quarter-million  circulation 
weekly  called  Veto,  a  state-controlled 
organ  that  now  carries  a  black  market 
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Street  scene  in  Rernbertow 

Who  is  to  say  that  smuggled  new  goods  aren't  available,  too? 


price  index  for  both  the  U.S.  dollar 
and  gold.  Not  in  so  many  words,  of 
course.  The  unofficial  zlotys-per-dol- 
lar  rate  is  simply  inferred  from  the 
quoted  rate  on  legally  traded  bons. 

Veto's  editors,  it  need  hardly  be  not- 
ed, would  not  be  covering  the  black 
market,  even  indirectly,  against  the 
regime's  wishes.  It's  one  more  exam- 
ple of  how  strangely  mixed  Poland's 
economy  is.  On  the  outskirts  of  many 
towns,  cities  and  villages,  for  exam- 
ple, private  homes  still  are  being 
built.  That  happens  because,  while 
the  state  controls  heavy  industry  and 
public  utilities,  it  controls  less  than 
30%  of  agriculture,  and  some  80%  of 
all  Polish  agricultural  land  is  still  in 
private  hands.  That's  land  available 
on  which  to  build  a  private  house.  All 
over  Poland  you  can  see  partly  fin- 
ished houses  being  built  by  Poles  on 
weekends  with  family  and  friends. 
The  process  can  take  ten  years,  but  it 
means  there  is  a  semblance  of  a  free 
market  in  housing. 

It's  often  very  difficult,  as  one  Pol- 
ish economist  told  Forbes,  to  decide 
where  the  free  market  leaves  off  and 
the  black  market  takes  over  in  Po- 
land. On  weekends  there  are  flourish- 
ing wide-open  country  markets  for 
produce  and  handmade  items.  There 
are  neighborhood  markets  for  the  ex- 
change of  used  goods  varying  in  scale 
from  the  equivalent  of  a  U.S. -style 


garage  sale  to  a  50-table  flea  market. 
Who  is  to  say  that  smuggled  new 
goods  aren't  available,  too? 

Sunday  exchanges  in  the  major 
cities  are  vast  affairs.  In  Warsaw  there 
is  a  big  stadium  open  for  apparel, 
shoes,  boots  and  the  ever-valuable 
auto  parts.  The  official  price  for  a  new 
car  battery  may  be  2,500  zlotys  ($25), 
if  one  can  be  found.  The  black  market 
price  is  15,000  zlotys  ($150),  and  that 
way  you're  sure  to  get  one. 

By  Western  Europe's  standards 
Poles  are  poorly  paid.  A  university 
professor  might  get  $  1 50  a  month,  bus 
drivers  slightly  more,  perhaps  $200  a 
month,  because  they  are  in  demand. 
Mailmen  take  home  about  $120  a 
month.  But  it  takes  at  least  $150  to 
provide  for  a  family  of  four  at  more 
than  a  subsistence  level.  Rent  is 
cheap — a  two-bedroom  apartment  in 
a  tower  block  for  between  $5  and  $25 
a  month — but  nothing  else  is. 

Communist  Party  officials  are  not 
particularly  well  paid,  but  they  have 
many  fringe  benefits:  good  food  in 
special  cafeterias,  free  travel  and  oth- 
er perks.  But  look  at  prices  in  Poland's 
real  world.  A  kilo  of  ham,  $2.30  in 
1980,  is  now  $8  if  you  can  find  it  in  a 
store  and  $10  on  the  black  market. 
Quality  Vodka?  Officially  $1  a  liter  in 
1980,  $8  now  and  $10  on  the  black 
market.  A  pair  of  ordinary  shoes,  $6  in 
1980,  now  goes  for  $8  officially  and  10 


times  that  on  the  black  market. 

Good  shoes  are  a  status  symbol.  An 
article  in  the  Dec.  11,  1983  issue  of 
Veto  succinctly  described  the  shoe  sit- 
uation in  a  headline  on  page  8:  "Brzyd- 
kie,  Male,  Drogie"  ("Ugly,  small,  expen- 
sive"). The  story  told  of  a  city  100 
miles  from  Warsaw  where  dress  boots 
made  in  Rumania  were  available  for 
8,500  zlotys,  or  $85.  That  equals  the 
average  monthly  take-home  pay  of 
the  local  women  textile  workers. 

There's  no  good  economic  news 
from  Poland.  Poland  has  been  living 
off  its  borrowing.  Western  bankers 
and  governments  concerned  about 
past  profligacy  and  an  external  debt 
now  totaling  $24  billion  are  pleased  to 
see  a  sharp  decline  in  foreign  borrow- 
ings: $4.5  billion  borrowed  in  1981, 
$1.5  billion  in  1982,  $600  million  in 

1983,  a  proposed  $200  million  in 

1984.  But  that  rapid  decline  also  spells 
hard  times  ahead.  How  hard?  The  offi- 
cial line  is  that  Poland's  inflation  last 
year  was  about  23%.  Authoritative 
sources  will  tell  you,  off  the  record,  it 
was  at  least  double  that. 

The  lucky  few  able  to  hedge 
through  holding  bons  are  getting  a 
taste  of  capitalist  uncertainties.  In 
mid-January  the  sensitive  Jaruzelski 
index,  reacting  to  signals  that  the  Rea- 
gan Administration  might  ease  sanc- 
tions against  Poland,  dropped  fast,  to 
660,  before  resuming  its  climb.  ■ 
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Three  Things  You  Don't  Have  To  Do 
With  UPS  Next  Day  Air 


You  Don't  Have  To  Overpay. 

UPS  Next  Day  Air  offers  you  savings  of  up  to  50%. 


/ 

mi  Mi  m*. 


You  Don't  Have  To  Phone. 

UPS  Next  Day  Air  offers  you  automatic  daily  pickup  so  you  don't  waste  time. 


You  Don't  Have  To  Worry. 

UPS  Next  Day  Air  is  as  dependable  as  UPS  ground  service, 
backed  by  our  77-year  history  of  on-time  delivery. 


United  Parcel  Service 

51  Weaver  Street,  Greenwich,  CT  06830 
Art:  Customer  Service 

I'm  interested  in  cutting  my  air  delivery  costs. 
Please  send  me  information  about  UPS  Next  Day  Air. 
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Name 


Title 


Company 

Address  

City 


Phone 


Slate 


Zip  Code 


We  save  you  money 
,mm  tlw  grou"d  UD  * 


The 

Xerox 

1045 


A  Marathon 
with  many 
competitors 
but  no 
competition. 


Xerox  has  embarked  on  a  Marathon 
effort.  To  create  a  complete  line  of 
copiers  that  can  withstand  the  greatest 
tests  of  endurance  and  stamina. 

Recently,  the  first  of  these  new 
copiers  emerged.  The  Xerox  1075  and 
1035  Marathons.  Now,  the  Xerox  1045 
joins  their  ranks,  ready  to  outrun 
every  one  of  its  competitors. 

Amongst  the  current  crowd  of 
compact  copiers,  the  Xerox  1045 
Marathon  stands  out  in  a  class  by  itself. 
It's  so  advanced  and  offers  so  many 
options  that  other  "comparable" 
copiers  simply  can't  compete  with  it. 

For  instance,  the  Xerox  1045 
Marathon  is  so  adaptable,  you  can  cus- 
tom design  it  to  fit  your  needs,  choosing 
from  eight  possible  con-  xerox 


figurations.  None  of  its 
competitors  offers  you 
such  a  choice. 

And  with  options 
like  a  high-speed  docu- 
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XEROX 
XEROX 

1045" 

MARATHON 


ment  handler  and  a 
finisher  that  automatic- 
ally collates  and  staples 
reports,  the  Xerox  1045  is  the  only  com- 
pact copier  with  such  big  copier  features. 
But  what  makes  the  Xerox  1045  a 


XEROX 


Marathon  that  leaves  the  competition 
behind  is  how  it's  been  designed  to  run. 

Every  one  of  its  major  compo- 
nents has  passed  an  unprecedented 
array  of  stress  tests. 

And  with  the  help  of  sophisti- 
cated electronics,  no  other  compact 
copier  can  come  close  to  the  1045's 
ability  to  "think"  for  itself. 

In  fact,  the  Xerox  1045  is  so  intelli- 
gent, it  can  show  how  to  avoid  minor 


interruptions  and  help  you  through 
complex  copy  jobs. 

The  Xerox  1045  Marathon  copier. 
Built  to  shatter  the  record  for  endurance. 


For  more  information,  call  800-648-5888,  operator  650,  or  your  local  Xerox  office,  or  mail  in  this 
coupon:  Xerox  Corp.,  Box  24,  Rochester.  New  York  14692. 

□  Please  have  a  sales  representative  contact  me.    □  Please  send  me  more  information. 


NAME 

TITLE 

COMPANY 

ADDRESS 

CITY 

STATE 

650 

ZIP 

PHONE 

132  2/13/84 

XEROX®,  Marathon,  1075, 1035  and  1045  are  trademarks  of  XEROX  CORPORATION. 


Learjet  created  the  business-jet  market  20 
years  ago.  Now  successor  Gates  Learjet  is 
gambling  on  a  joint-venture  airplane 
with,  of  all  things,  propellers. 


One  step  back 


By  Barry  Stavro 

T|wenty  years  ago  the  Learjet 
pioneered  a  market  for  execu- 
tives who  were  in  a  hurry.  But 
successor  Gates  Learjet  Corp.  is  being 
buffeted:  Plane  deliveries  were  down 
from  138  in  1981  to  45  last  year,  47% 
of  the  work  force  laid  off,  research  and 
development  a  puny  2.2%  of  sales, 
and  dollar  sales  last  year  off  about 


40%  from  1981's  record  $565  million. 
Profits ?  A  nosedive,  from  1 98 l's  $22.4 
million  to  $14.7  million  in  1982,  to  a 
probable  $3  million  loss  in  1983,  the 
company's  first  since  1971. 

That  can't  all  be  blamed  on  man- 
agement. The  general  aviation  busi- 
ness is  still  in  a  deep  recession.  Com- 
petitor Cessna  Aircraft  Co.  lost  a  rec- 
ord $18.8  million  last  year.  "We 
haven't  lost  as  much  as  the  others," 


boasts  Bermar  (Bib)  Stillwell,  Gates 
Learjet's  56-year-old  president.  But 
that's  only  part  of  the  problem. 
French,  Canadian,  Israeli,  British  and 
Japanese  business-jet  makers,  most  of 
them  subsidized,  have  grabbed  43%  of 
the  U.S.  market,  up  from  26%  in 
1981.  They  have  quality  designs  and 
lower  labor  costs,  too. 

"Gates  Learjet  has  been  a  one-prod- 
uct company,  and  its  basic  design  has 
been  stretched  to  the  limits,"  says 
Wolfgang  Demisch,  First  Boston  aero- 
space analyst.  "They've  done  mir- 
acles taking  in  an  old  design  a  little  at 
the  waist  and  broadening  the  shoul- 
ders. But  something  new  is  needed." 

That  something  new  will  be  the 
GPT80,  a  high-performance  turbo- 
prop due  in  1986,  the  product  of  a 
$100  million  joint  venture  with  Ital- 
ian planemaker  Rinaldo  Piaggio.  It 
will  fly  eight  passengers  up  to  41,000 
feet  at  460  miles  an  hour  (in  the  jet 
speed  range)  but  with  35%  better  fuel 
efficiency.  The  performance  comes 
from  three  wings  and  a  lightweight 
graphite  composite  used  in  the  nose 
cone,  forward  wing  and  tail  assembly. 
The  most  important  reason  Gates 
Learjet  is  building  its  first  propeller- 
driven  plane,  however,  is  that  the 
$100  million  development  cost  is 
about  a  third  of  that  needed  to  develop 
a  new  luxury-class  business  jet.  "It 
has  propellers,"  says  Stillwell,  "but 
it's  that  next  step  up  to  a  near-jet 
airplane." 

He  hopes  to  steal  customers  from 
older,  slower  jets  like  the  Cessna  Ci- 
tation I  and  II — Cessna  and  Gates 
Learjet  are  neck-and-neck  leaders  in 
the  business-jet  market — that  strad- 
dle the  market  between  conventional 
turboprops  and  the  fastest  570-mile- 
per-hour  business  jets. 

Although  he  won't  face  much  for- 
eign competition  with  his  new  turbo, 
Stillwell  can  count  on  a  dogfight  from 
Raytheon  Co.'s  Beech  Aircraft,  with 
50%  of  the  business-turboprop  mar- 
ket. Beech's  Starship  1,  a  radically  de- 
signed super  turboprop  with  the  main 
wing  in  the  rear  so  that  it  resembles  a 
pterodactyl,  is  due  to  come  out  in 
1985,  a  year  before  the  GP-180.  Fair- 
child  and  Piper  also  have  new  turbo- 
props  in  the  works. 

The  Learjet  and  Beech  planes  are 
priced  in  the  $2.7  million  range  now, 
but  with  their  new  composite  materi- 
als and  likely  production  delays,  and 
the  usual  business  plane  extras,  the 
final  prices  could  run  closer  to  $3.5 
million.  A  Citation  II  jet  costs  $2.4 
million.  Says  Cessna's  Brian  Barents, 
senior  vice  president  of  marketing: 
"Unless  jet  fuel  gets  to  $4  or  $5  a 
gallon  instead  of  $1.80,  I  wonder  just 
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"One  hotel  says  so  much  about  you. 
Whether  you  come  for  business,  or  make  it  your 
business  to  experience  the  best." 


Illustration  from  Cigahotels  archives. 


HOTEL 
PRINCIPE  DI SAVOIA 
MILAN 

HOTELS 


Classic  tradition.  Modern  efficiency. 


Milan:  Hotel  Principe  di  Savoia,  Hotel  Palace,  Hotel  Duca  di  Milano,  Hotel  Diana  Majestic—  Venice:  Hotel  Gritti  Palace,  Hotel  Danieli, 

Hotel  Europa  &  Regiha,  Residence  Palazzo  Del  Giglio—  Venice  Lido:  Hotel  Excelsior,  Hotel  Des  Rains,  Residence  Excelsior 
Rome:  Le  Grand  Hotel,  Hotel  Excelsior— Florence:  Hotel  Excelsior— Naples:  Hotel  Excelsior— Siena:  Park  Hotel— Pisa:  Hotel  Cavalieri 
Stresa  (Lake  Maggiore):  Hotel  Des  Res  Rorrorhees— Cortina  D'Ampezzo:  Hotel  Cristallo— Iriesle:  Hotel  Duchi  D'Aosta 
Asolo  (Treviso):  Hotel  Villa  Cipriani— Genoa:  Hotel  Colombia— Miami:  Grand  Ray  Hotel. 


Contact  your  Travel  Agent  or  CIGAHOTELS,  745  Fifth  Avenue,  New  York,  N.Y.  10151.  Tel.  212-935-9540,  1-800-221-2340 


These  days,  to  stay  on  top  you've  got  to  stay  in  touch. 

And  the  AURORA™  cellular  mobile  telephone  makes  it 
easy  to  do,  with  a  phone  in  your  car  that  works  as  well  as 
the  phone  in  your  office. 

The  AURORA  unit  has  a  memory  that  stores  up  to  ten 
16-digit  numbers,  automatic  redial,  call  forwarding,  and 
speed  dialing.  It  can  also  access  your  answering  machine, 
beeper/pager  and  long-distance  service.  And  all  functions 
are  in  the  handset,  for  easy,  one-hand  operation. 

The  AURORA  mobile  phone.  All  in  all,  the  best  weapon 
you  can  invest  in  for  survival  in  the  streets. 


Nortel 


NovAtel  Communications  Inc., 
2820  Peterson  Place 
Norcross,  Georgia  30071 
404-449-6666 

NovAtel  Communications  Ltd., 
Esso  Plaza-East  Tower  Suite  3108 
425  First  Street,  S.W. 
Calgary,  Alberta,  Canada  T2P  3L8 
403-298-0444 


h<jw  wide  the  market  is." 

iates  Learjet  must  gamble  never- 
tljsless  because  it  has  already  lost  the 
bioming  luxury  end  of  the  jet  market 
bj  default.  Gulfstream  Aerospace 
dominates  that,  thanks  to  its  Gulf- 
sijrean  HF,  a  step  up  in  size  from  a 
Lbarjet  with  transatlantic  range,  seats 
for  13to  19  passengers  and  a  $14  mil- 
lion price  tag.  Learjet  has  nothing  in 
that  cass.  When  the  late  Bill  Lear  sold 
control  of  his  company  to  the  private- 
ly hed  Gates  Rubber  Co.  in  1967— 
Gates  still  owns  65%  of  Gates  Lear- 
jet's  s:ock,  which  is  trading  around  17 
on  tre  American  Stock  Exchange — 
Lear  lad  designs  for  a  bigger,  luxury 
jet.  Bat  the  company  never  spun  off 
enoudi  cash  to  build  it.  "It  could  have 
been  a  different  story,"  Stillwell  ad- 


The  rew  GP-180  turboprop 

The  saving  is  in  development  cost. 

mits  But,  he  adds,  "To  invest  $300 
milLon  [now]  would  be  commercial 
suicide." 

Gates  Learjet  had  successfully  beat- 
en archrival  Cessna  to  market 
(Forbes,  July  21,  1980)  with  a  roomier 
jet,  the  Learjet  Longhorn  55.  But  Cess- 
na's Citation  III  finally  rolled  out  in 
December  1982,  and  Arnold  Palmer, 
the  golfer,  part-time  jet  pilot  and  for- 
mer Learjet  owner,  took  delivery  and 
set  time-to-climb  records  for  15,000 
meters.  Stillwell,  an  Australian  and 
former  race  car  driver,  took  up  a  Lear- 
jet and  broke  Palmer's  record.  But  in 
the  marketplace  Cessna  is  catching 
up,  despite  Lear's  early  lead. 

On  the  plus  side,  Gates  Learjet  last 
year  landed  a  $175  million  five-year 
Air  Force  lease  for  80  new  Learjets.  It 
was  in  the  black  in  last  year's  fourth 
quarter,  and  analysts  are  predicting  a 
return  to  profits  this  year,  maybe  $11 
million  or  $1  a  share.  But  it  will  be 
nearly  three  long  years  before  the  new 
turboprop  is  ready,  and  that  means 
Stillwell  will  have  to  sell  many  more 
Learjets. 

Stillwell  points  from  his  Tucson  of- 
fice window  to  a  new  Learjet  55,  taxi- 
ing on  its  way  to  a  new  home  at  IBM, 
as  evidence  he  can  do  it.  "I'm  not 
predicting  an  overnight  return  to  the 
heydays  of  1981,  but  it  will  be  a  gen- 
tle, uphill  climb. "■ 


□ 


□ 
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MHj  Kidder,  Peabody 
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THE  NEW  DOME  SECURITIES  REGISTER 

IT  MAKES  TAXES 

LESS  TAXING. 

New  federal  law 
requires  stockbrokers 
to  report  all  sales  of 
securities,  etc.  to  I.R.S. 
on  Form  1099B. 

In  order  to  deduct 
your  expenses,  you 
must  keep  a  record. 
For  many  investors, 
that  means  more 
complications,  more 
headaches. 

Not  if  you  buy 
Dome's  new  Securities 
Register.  .  . 

It  can  actually  cut 
the  time  and  money 
you  spend  on  taxes. 

Because  it  lets  you  record  arf^BPP^"'""  your  securities  and  other  investments, 
dividends,  interest  capital  gains  and  losses  and  expenses.  All  in  one  convenient 
place.        As  a  result  your  accountant  can  get  the  information  he  needs  quickly 
and  efficiently.  And  the  less  time  he  spends  doing  your  taxes,  the 
more  you  save. 

The  Dome  Securities  Register  is  available  wherever  stationery 
and  office  supplies  are  sold.  You'll  find  it  next  to  Dome's 
complete  line  of  financial  record  keeping  books. 

Dome  Publishing,  Ten  New  England  Way,  Box  1220, 
Warwick,  RI  02886 


DOME 


AMERICA'S  LEADING  PUBLISHER  OF  SIMPLIFIED 
RECORDS  FOR  HOME  AND  OFFICE 

The  Dome  Building,  Warwick.  RI  02886.  Los  Angeles.  CA.  Chicago,  IL. 
Adanta,  GA.  Dallas,  TX. 
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Announcing 

the 

State  of  the  Smart 

IBM  3270  Personal  Computer 


If  your  job  is  doing  half-a-dozen 
things  at  once — it  isn't  easy  to  find  a 
computer  that  you  can  work  with. 

But  now  there  is  a  new  IBM 
Personal  Computer  that  is  smart 
enough  to  work  the  way  you  work 
and  not  the  other  way  around. 
It's  called  the  IBM  3270  Personal 
Computer. 

When  it's  connected  to  your 
company's  host  computers,  the 
3270  Personal  Computer  lets  you 
work  with  up  to  seven  different 
programs. 

You  can  quickly  switch  from  one 
to  another.  Even  display  parts  of 
all  seven  on  your  screen  at  once, 
each  in  a  separate  color  "window" 
which  can  be  moved  as  you  would 
pages  of  information  at  your  desk. 

What's  more,  since  it's  an  IBM 
Personal  Computer,  too,  it's  capable 
of  running  many  IBM  Personal 
Computer  programs. 

Last,  but  hardly  least,  it's  small 


enough  to  sit  on  your  desk  without 
taking  it  over. 

The  IBM  3270  Personal  Computer 
changes  your  desk  into  a  Smart 
Desk.  But  it  doesn't  change  the  way 
you  like  to  work. 

Quantity  discounts  are  available 
for  this  new  Smart  Desk  product. 
To  arrange  to  have  an  IBM  represen- 
tative contact  you,  please  call  toll-free 

1 800 IBM-2468, 

Extension  7.  Or 
send  in  the  coupon. 


11 


IBM 

DRM,  Dept.  BQ/7 

400  Parson's  Pond  Drive 

Franklin  Lakes,  NJ  07417 

□  Please  have  an  IBM  representative  call  me. 
1Z1  Please  send  me  more  information  on  the  3270  Personal 
Computer. 


Na 


:i7i 


Title 


Cor 


ipany 


Address 


City 


State 


Zip 


|  Phone 


The  Smart  Desk  from  IBM. 


Profiles 


"Hire  me  or  lose  millions, "  says  real  estate 
broker  Ken  Laub.  Lots  of  big  corporations 
follow  that  threatening  advice. 


Leasing  through 
intimidation 


By  John  A.  Byrne 


Ken  Laub  looks  out  the  wall  of 
windows  overlooking  New 
York's  Central  Park  and 
laughs.  This  is  his  office,  some  of  the 
most  expensive  real  estate  around. 
But  while  Laub's  neighbors  pay  as 
much  as  $55  a  square  foot  in  rent,  he 
lays  out  $7.80. 

Why?  Laub  took  half 
the  43rd  floor  of  1345 
Avenue  of  the  Americas 
in  1969,  a  low  point  in  the 
market,  and  then  sub- 
leased the  rest  at  higher 
rates.  He  kept  the  choic- 
est suite  for  himself.  "If  I 
couldn't  do  it,  who 
could?"  he  says. 

That's  no  idle  boast. 
Blue  chip  corporations 
from  AT&T  to  IBM  often 
ask  Laub  to  do  the  same 
for  them.  As  a  corporate 
real  estate  broker,  he  rou- 
tinely negotiates  long- 
term  leases  costing  ten- 
ants hundreds  of  millions 
of  dollars.  Laub  helped  put 
American  Airlines  into  its 
new  Dallas  headquarters. 
He  recently  lined  up  space 
for  Marsh  &  McLennan  in 
Rockefeller  Center  and 
consolidated  Kemper 
Corp.'s  offices  in  San 
Francisco. 

Laub's  bargaining  savvy 
doesn't  come  cheap.  He 
typically  charges  2.5%  of 
the  value  of  a  lease.  At 
that  rate,  seven-figure 
commissions  are  corn- 
One   recent  deal, 


finding  new  quarters  for  Dow  Jones, 
netted  Laub  $3  million.  That  was  un- 
usual not  so  much  because  of  the 
amount  but  because  it  required  little 
more  than  one  day's  work. 

Laub,  45,  clearly  isn't  the  biggest 
broker  in  the  business.  His  70-person 
firm  is  a  fraction  of  the  size  of  Cush- 
man  &  Wakefield,  the  industry  giant. 


Real  estate 
"Tenants 


broker  Kenneth  Laub 
can  be  terribly  naive.' 


mon. 


But  what  Laub  lacks  in  size,  he  makes 
up  for  in  aggressive  self-confidence. 
Sure,  he  says,  companies  can  do  deals 
without  his  expertise — "if  they're  pre- 
pared to  get  raped  and  watch  several 
million  dollars  of  their  money  go 
down  the  drain. 

"In  real  estate  today,"  explains 
Laub,  "you  can't  just  say,  'Here's  the 
space.  Isn't  it  pretty?  This  is  what  it 
costs.'  Nonrent  variables,  like  fuel  ad- 
justments and  tax  increases,  can 
amount  to  twice  the  rent  over  a  10-  or 
15-year  period.  Tenants  can  be  terri- 
bly naive  about  all  this." 

If  Laub's  clients  admire  his  tough 
dealmaking  and  analysis,  he  is  almost 
universally  disliked  by  more  genteel 
competitors.  They  see  Laub  as  an 
overbearing  opportunist.  He  doesn't 
hesitate  to  muscle  in  their  clients  and 
talk  them  into  exclusive  deals  that 
lock  out  competing  brokers.  "He  gets 
people  to  sign  contracts  that  most  of 
us  would  never  even  ask  for,"  says  a 
competitor. 

In  1979,  for  example,  when  the 
New  York  Daily  News  was  in  trouble, 
Laub  pushed  out  Cushman  &  Wake- 
field as  the  paper's  broker.  C&W  was 
urging  the  paper  to  accept 
a  renegotiated  lease  from 
its  largest  tenant,  Interna- 
tional Paper,  that  would 
have  netted  $7.50  per 
square  foot.  Laub  eventu- 
ally got  other  tenants  to 
move  in  and  pay  nearly 
four  times  as  much.  The 
increased  rent  rolls  helped 
underwrite  the  paper's 
losses  and  increased  real 
estate  values  to  allow  a 
subsequent  sale.  Laub's 
fee  on  the  series  of  trans- 
actions spread  over  about 
five  years:  $9  million. 

Sometimes,  Laub  can 
abrade,  even  abuse,  his 
own  clients.  "He  has  tre- 
mendous confidence  in 
his  real  estate  acumen," 
says  a  colleague.  "That 
means  he'll  terrify  a  client 
who  won't  go  along."  Says 
Joseph  Barletta,  former 
general  manager  of  the 
New  York  Daily  News, 
who  dumped  Cushman  &. 
Wakefield  to  hire  Laub: 
"He  could  have  been  the 
author  of  Winning  Through 
Intimidation. " 

An  intercollegiate 
bowling  champion  in 
1960,  Laub  shunned  a  ca- 
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This  is  the  most  expensivehat  in  America. 
Wre  giving  one  away 


Johnnie  Walker 
Black  Label  Scotch 

YEARS  t\ o  V  OLD 


The  Johnnie  Walker®  Black  Label  Scholarship  Contest. 


That  hat  represents  our  grand  prize:  $40,000 
for  a  college  education  (or  $40,000  in  cash).  But 
there's  a  $5,000  bonus  for  the  grand  prize  win- 
ner, if  you  answer  the  Mystery  Bonus  Question 
which  you  can  find  at  participating  restaurants 
or  merchants.  Use  the  coupon  on  this  page  or 
get  an  entry  blank  at  the  same  place  you  find 
the  Mystery  Bonus  Question.  It's  a  great  way  to 
earn  extra  credits — $5,000  worth. 


Official  Rules  1.  NO  PURCHASE  NECESSARY.  To  enter,  fill  in  the  official  entry 
form  (or  on  a  5"  x  8"  plain  piece  of  paper),  clearly  hand-print  your  name, 
oddress  and  the  answer  requested  in  the  statement  on  the  official  entry  form 
The  answer  to  this  statement  moy  be  found  by  looking  at  the  labels  of  any  bottle 
of  Johnnie  Walker  Block  Label  Scotch  Whisky  Labels  moy  be  obtained  by 
requesting  same  from:  Labels,  PO  Box  6,  Pound  Ridge,  N  Y  10576  Bonus 
phrase  moy  be  found  on  gome  board  displays  in  all  participating  restaurants  or 
liquor  stores,  or  by  writing  to  Bonus  Phrase,  PO  Box  202,  Pound  Ridge.  N  Y 
10576  2.  Enter  as  often  os  you  wish,  but  each  entry  must  be  mailed  m  o  seporate 
envelope  no  lorger  than  4-1/8"  x  9-1/2"  Moil  to  Johnnie  Walker  Block  Lobel 
Contest,  PO  Box  9095,  New  Canaan,  CT  06842  Entries  must  be  received  by 


March  23,  1984  No  mechanically  reproduced  entries  will  be  accepted  3.  Win- 
ner will  be  determined  by  random  drawing  from  among  all  correctly  answered 
and  eligible  entries  conducted  by  V.I. P.  Service,  Inc.,  an  independent  judging 
organization  whose  decisions  are  final,  and  will  be  notified  by  mail.  4.  Grand 
Prize:  the  cost  of  a  four  year  college  education  for  the  winner's  child  or  anyone 
the  winner  chooses,  up  to  o  limit  of  $40,000.  or  $40,000  in  cosh  to  be  paid  in 
one  sum,  or  $2,500  quarterly  per  year  over  a  period  of  four  years.  Bonus  Prize: 
$5,000  m  cash  to  be  used  (if  so  elected  by  the  winner)  toward  the  cost  of  o 
college  education  for  the  winner's  child  or  anyone  the  winner  chooses.  The  prize 
winner  will  be  required  to  execute  an  affidavit  of  eligibility  and  releose  granting 
to  Somerset  Importers,  Ltd.  the  right  to  use  the  winner's  name  and  photo  in 
publicity.  5.  Prizes  are  non-transferable.  NO  correspondence  will  be  entered 
into  The  odds  of  winning  will  be  determined  by  the  number  of  correctly 
answered  entries  received.  If  Grand  Prize  Winner  answers  Bonus  Prize  question 
correctly,  both  prizes  (valued  at  $45,000)  will  be  awarded  Local,  state  and 
federol  taxes,  if  any,  ore  the  responsibility  of  the  winner  6.  Contest  open  to 
residents  of  the  United  States  Employees  ond  their  families  of  Somerset  Importers. 
Ltd.,  their  advertising  agencies,  licensed  alcoholic  beverage  wholesalers  ond  retoilers, 
and  VI  P  Service,  Inc  are  not  eligible.  Contest  void  in  Ohio,  Pennsylvania,  Texas, 
Utoh,  Oklahoma  and  wherever  sweepstakes  are  prohibited  or  restncted  by  law  All 
federol,  stote  and  local  laws  and  regulations  apply.  7.  ENTRANTS  MUST  BE  OF 
LEGAL  DRINKING  AGE  UNDER  THE  LAWS  OF  THEIR  HOME  STATE  AS  OF 
Januoiy  1,  1984  8.  The  name  of  the  winner  will  be  furnished,  two  months  after 
the  close  of  the  contest,  to  anyone  who  sends  a  stamped,  self-addressed  enve- 
lope to  Johnnie  Walker  Black  Label  Winners  List,  PO  Box  34,  Pound  Ridge,  N  Y. 
10576  Please  do  not  send  entries  to  this  box  number 


OFFICIAL  ENTRY  FORM 

To  enter,  look  at  the  labels  on  any  bottle  of  Johnnie  Walker  Black  Label 
Scotch  and  indtcote  the  correct  answers  requested  below. 

1  The  name  Walker  appears  (answer)  times  on  the  3  front  labels 

2.  The  Bonus  phrase  is  

Mail  your  completed  entry  form  to: 

JOHNNIE  WALKER  BLACK  LABEL  SCHOLARSHIP  CONTEST 

P.O.  Box  9095,  New  Canaan,  CT  06842 
I  certify  that  I  om  of  legal  drinking  oge  under  the  lows  of  my  home  state 
as  of  January  1, 1984. 


NAME. 


ADDRESS- 
CITY  


STATE- 


.  ZIP- 


F0 


Send  a  gift  of  Johnnie  Walker  Black  anywhere  in  the  U.S.A.  Call  1-800-238-4373.  Void  where  prohibited. 


SINCE 


A.  T.  Cross  C 
iO  Albion  Road,  Line  02865 
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reer  as  a  professional  bowler  after 
graduation  from  New  York  Universi- 
ty in  1960  with  a  business  degree. 
Instead,  he  joined  Collins  &  Tuttle,  a 
small  New  York  real  estate  manage- 
ment firm,  as  a  $35-a-week  trainee. 
Two  years  later  he  switched  to  Tish- 
man  Realty  &.  Construction  Co., 
where  he  eventually  became  vice 
president.  For  seven  years  Laub  spe- 
cialized in  leasing  and  eventually 
formed  a  Tishman  subsidiary  to  mar- 
ket his  services. 

Laub's  idea  was  to  serve  tenants  by 
using  the  knowledge  he  had  gained 
counseling  landlords.  "Being  a  tenant 
broker  was  revolutionary,"  he  ex- 
plains. "You  were  supposed  to  look 
after  the  landlord  because  he  pays  the 
commissions."  But  Laub  figured  that 
tenants  should  be  represented,  too, 
because  they  ultimately  pay  those 
commissions  as  a  function  of  rent. 

He  was  right.  At  the  age  of  25, 
working  on  commissions  alone,  Laub 
was  pulling  in  more  than  $500,000  a 
year — more  than  Alan  and  Robert 
Tishman.  He  particularly  raised  eye- 
brows by  persuading  the  Interpublic 
Group  of  Companies  to  sign  on  for  a 
series  of  complex  deals.  Over  five 
years  Laub  negotiated  more  than  30 
separate  Interpublic  transactions, 
canceling  leases,  subletting  space  at 
higher  rents,  consolidating  space.  The 
contracts  involved  more  than  500,000 
square  feet  and  $150  million  in  com- 
mitments. Says  Laub:  "It  made  Inter- 
public over  $10  million  at  a  time 
when  they  desperately  needed  it." 

He  left  the  Tishmans  in  1969, 
working  14-to-19-hour  days  and  sev- 
en-day weeks  to  get  his  own  firm  in 
place.  Laub  recruited  engineers,  attor- 
neys and  accountants.  His  firm  now 
maintains,  with  a  sophisticated  in- 
house  computer  system,  detailed  files 
on  virtually  every  business  that  leases 
4,000  square  feet  of  space  in  New 
York  City,  where  he  does  the  majority 
of  his  work.  Gathered  over  12  years, 
these  "prospect  sheets"  include  infor- 
mation about  space  requirements, 
rental  levels  and  lease  expirations  of 
thousands  of  potential  clients. 

They  even  record  casual  conversa- 
tions, such  as  Laub's  barber  shop  chat 
about  real  estate  with  the  chairman  of 
a  Forbes  500s  corporation.  Such  infor- 
mation helps  Laub  arrive  at  the  nego- 
tiating table  well  prepared.  Says  Car- 
roll Wainwright,  an  attorney  who  sat 
in  on  sessions  between  Laub  and 
Chrysler  Building  leasehold  owner 
Jack  Kent  Cooke:  "It's  like  watching  a 
couple  of  masters  at  work." 


Laub's  biggest  deals  were  at  One 
and  Two  New  York  Plaza,  two  former 
white  elephants  in  lower  Manhattan. 
One  Plaza,  built  by  Sol  Atlas,  lan- 
guished nine  years  without  perma- 
nent financing  and  nearly  a  half-mil- 
lion square  feet  of  vacant  space.  Next 
door  at  Two  Plaza,  also  built  by  Atlas, 
things  were  much  the  same.  Begin- 
ning in  the  late  Seventies,  however, 
Laub  engineered  a  turnaround  by  lur- 
ing several  securities  firms — among 
them  Thomson  McKinnon — to  the 
buildings.  He  also  got  American  Ex- 
press to  buy  Two  Plaza  as  its  head- 
quarters. Those  two  deals  were  valued 
at  more  than  $500  million. 

All  this  gives  Laub  annual  income 
in  the  low  seven  figures,  which  allows 
the  bachelor  to  indulge  in  certain 
costly  delights.  There's  a  striking  co- 
op on  New  York's  Upper  East  Side, 
and  three  automobiles:  a  1974  Mase- 


Laub's  seven-figure  income 
allows  certain  costly 
delights:  a  spacious  and 
striking  co-op,  a  Maserati,  a 
Rolls-Royce  convertible 
and  a  Rolls  Silver  Spirit, 
the  "company  car." 


rati  Bora,  a  1979  Rolls-Royce  convert- 
ible and  a  1982  Rolls  Silver  Spirit, 
which  Laub  shares  with  colleagues  as 
the  "company  car."  He  also  invests 
regularly  in  the  theater.  Two  months 
ago  he  flew  230  friends  and  relatives 
to  Miami  for  a  weekend  Caribbean 
cruise  to  celebrate  his  parents'  50th 
wedding  anniversary. 

Perhaps  the  ultimate  sign  of  Laub's 
success  came  late  last  year.  He 
brought  Dow  Jones  &  Co.  Inc.  togeth- 
er with  Olympia  &  York,  which  is 
seeking  tenants  in  its  new  World  Fi- 
nancial Center  at  Battery  Park  City  in 
lower  Manhattan.  Dow  Jones  agreed 
to  move  its  corporate  headquarters 
into  the  building,  signing  a  lease  that 
provides  for  over  $300  million  in  gross 
rent  over  20  years.  Bringing  the  two 
parties  together  took  Laub  little  more 
than  a  day  of  work.  Yet  he  walked 
away  with  more  than  $3  million.  Of 
course,  Laub  had  kept  contact  with 
Dow  Jones  for  years  so  he  knew  the 
firm  was  ready  to  move.  Dow  Jones 
used  another  consultant  to  hammer 
out  the  details,  a  chore  Laub's  firm 
normally  handles. 

"When  you're  as  good  as  Laub,  you 
get  away  with  that,"  says  a  competi- 
tor, "but  you  can  also  work  eight 
months  and  come  up  with  nothing." 
Presumably  that  isn't  the  kind  of  as- 
signment Ken  Laub  takes.  ■ 
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"Don't  talk  to  me  about  recovery. 
Tell  me  who  can  cut  our  travel  expenses." 


■  ■ 


Thomas  Cook  Travel  can. 

In  some  cases  up  to  20%.  How  do  we  do  it?  With  proven  cost  saving  programs: 
FARE-CHECK,  the  industry's  most  advanced  low-fare  computerized  system,  will  get  you  the 
lowest  airfare  on  every  trip.  HOTEL-NET  will  get  you  the  best  hotel  rates — savings  even  , 
greater  than  the  hotels'  standard  corporate  rates.  EXTENDED  PAYMENT  PLAN  gives  you 
the  most  beneficial  cash  flow.  And  many  other  programs  designed  to  save  you  money. 

We're  already  helping  cut  travel  expenses  for  1 12  of  the  Fortune  500  companies,  as  well  as 
over  4,000  other  corporations,  and  we're  doing  it  without  sacrificing  quality  or  service. 

If  reducing  travel  costs  is  a  priority  for  your  company,  call  ours. 


Call  L.  A.  Bittar,  Executive  Vice  President, 
toll-free,  at  800-237-5558. 

In  New  York  State  eall  collect,  (212)  949-1445. 


Thomas 
Cook 

Travel 


Our  14  state  territory  is 
growing  faster  than  any 
other  region  created  by 
the  divestiture  of  AT&T.  And 
that  includes 
BellSouth  and 
Southwestern  Bell 
in  the  much  touted 
sunbelt.  U.S. 
Bureau  of  Census 
projections,  re- 
leased in  August  of 
this  year,  confirm  it. 

Clearly,  our 
region  offers  unparal- 
leled opportunities  for 
growth. 

While  this  growth  will 
require  some  capital  invest- 
ment, it  will  not  compromise 
our  ability  to  perform  profitably. 

"GO  WEST  YOUNG  MAN." 

Horace  Greeley,  1859 

"GQ  WEST  YOUNG  MfllT 

 John  Naisbitt,  1983 

Here's  why. 

Over  the  last  four  years 
our  cost  to  add  new  customers 
to  the  network  has  been  7% 
below  the  Bell  System  average 
(1979-1982). 

This  is  because  our 
population  is  concentrated 
in  urban  areas.  Our  9  million 
customers  live  in  less  than 
40%  of  the  land  mass. 

Over  90%  of  our  growth 
is  taking  place  in  urban  areas, 
where  expansion  is  most 
cost  efficient.  And  where  our 
cities  are  growing  81%  faster 
than  the  national  average.  Five 
of  the  ten  cities  of  greatest 
opportunity,  cited  by  John 
Naisbitt  in  his  book,  MEGA- 
TRENDS, are  in  our  region. 

More  than  half  of  our 


new  customers  will  be  served 
by  expanding  our  digital 
capabilities  and  applying 
advanced  technology.  It  is  no 
longer  necessary  to  lay  expen- 


sive copper  cable  to  connect 
every  new  customer. 

During  1983  we  are 
investing  $1.7  billion  on  con- 
struction. And  all  but  a  fraction 
of  that  cost  is  being  financed 
internally. 

We  have  a  strong 
foundation  with  more  than  $15 
billion  in  assets. 


us  west  popula  tion  growth 

WILL  OUTPACE  OTHER  SUNBELT 
REGIONS  FROM  1980  TO  2000. 
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According  to  a  new  U.S.  Census  Bureau  Report,  August,  1983 


Our  major  subsidiaries 
will  include  three  established 
Bell  operating  companies 
(Mountain  Bell,  Northwestern 
Bell  and  Pacific  North- 
west Bell)  as  well  as 
five  new  unregulated 
subsidiaries. 

They,  too,  are 
poised  to  profit  from  our 
region's  growth. 

These  new  compa- 
nies include  INTERLINE 
(communications  manage- 
ment and  service),  NEW- 
VECTOR  (cellular  mobile 
phone  service),  U  S  WEST 
DIRECT  (directory  adver- 
tising and  publishing),  a 
property  development 
and  management  unit  and  a 
subsidiary  to  market  business 
communications  equipment. 

It  is  our  intention  to 
be  a  pacesetter  in  the  fastest 
growing  industry  in  the 
world.  But  we  will  not  stop 
there. 

We  will  be  more  than 
a  phone  company.  With  court 
approval,  we  can  pursue 
new  businesses  outside  the 
regulated  arena.  And,  in  order 
to  provide  the  best  return  to 
our  stockholders,  we  will. 

Before  us  lies  a  new 
frontier,  a  new  beginning  and 
an  opportunity  to  be  part  of 
the  fastest  growing  territory  on 
the  horizon. 

Ask  us  for  more  infor- 
mation about  U  S  WEST  Call 
1-800-828-2400.  Or  write: 
Joh  n  Trygg,  Director  of  Investor 
Relations,  U  S  WEST,  7800 
East  Orchard  Road,  Suite  290, 
Englewood,  Colorado  80111. 


I4J3WEST 


We're  out  to  win  our  spurs. 


The  last  time  Nestle  went  shopping,  clean- 
ing up  the  mess  took  three  years.  But  $2.3 
billion  in  cash  is  a  terrible  burden,  even  for 
the  cautious  Swiss. 


"Sleep  well 
or  eat  well" 


By  Marcia  Berss 


T|  ucked  away  in  the  tiny  Swiss 
village  of  Vevey,  Nestle,  the 
world's  largest  food  seller  (1983 
revenues:  about  $12.7  billion),  reposes 
in  sheltered  splendor,  the  signless 
glass-and-chrome  headquarters  pro- 
tected by  snow-covered  Alps  on  one 
side  and  placid  Lake  Geneva  on  the 
other.  No  need  to  worry  here  about 
takeovers  or  shareholder  lawsuits.  By 
design,  64%  of  Nestle's  stock  is  held 
by  Swiss  citizens,  and, 
like  most  Swiss  compa- 
nies, Nestle  can  reject  any 
potential  Swiss  share- 
holder it  doesn't  want. 

Since  1936,  significant 
assets  have  been  held  in  a 
wholly  owned  Panama 
firm.  "Remember,  a  few 
hundred  miles  from  here, 
guns  are  pointed  west," 
says  a  spokesman.  This  is 
Nestle,  where  they  have 
learned  very  well  that  an 
ounce  of  prevention  is 
worth  a  pound  of  cure. 

With  a  balance  sheet  as 
clean  as  condensed  milk 
and  some  S2.3  billion  in 
cash,  Nestle  is  back  on 
the  acquisition  trail — but 
very  cautiously.  The  prob- 
lem is,  the  last  time  Nes- 
tle went  shopping,  it  took 
three  years  to  clean  up  the 
debris.  Even  Managing  Di- 
rector Helmut  Maucher, 
installed  in  1980  to  turn 
around  the  118-year-old 
company,  jokes:  "I'm 
making  acquisitions  to 
give  my  successor  some- 
thing to  do."  Maucher's 
predecessor  munched 
companies  as  if  they  were 


chocolate-chip  cookies,  making  six 
sizable  acquisitions  in  six  years,  in- 
cluding Libby,  McNeill  &  Libby 
(canned  goods)  and  Stouffer  (frozen 
foods).  Some  didn't  exactly  work,  and, 
with  a  big  writeoff  in  Argentina  add- 
ing to  its  woes,  Nestle's  profit  mar- 
gins sank  to  a  decade  low  of  2.8%  in 
1980,  from  the  more  substantial 
4.5%-to-5%  range  of  the  mid-1970s. 

Maucher,  now  56,  turned  around 
the  Swiss  giant  with  a  cleaver.  Chop 
went  Libby's  canned  fruits  and  vege- 


Nestle  Managing  Director  Helmut  Maucher 
"Should  I  buy  Campbell  Soup?" 


tables  (fruit  juice  stayed).  Chop  went 
13,000  employees  around  the  world  in 
three  years.  By  1982  margins  were 
back  to  4%,  and  profits,  analysts  say, 
pushed  to  a  record  $520  million  last 
year  and  were  less  dependent  on  in- 
stant coffee,  Nestle's  major  product. 

But  improvement-by-chopping  is 
finished.  "There  may  be  a  slight  im- 
provement in  margins,  but  nothing 
like  the  spectacular  gains  we  saw  in 
the  past,"  predicts  Richard  Mandel  of 
Zurich's  Union  Bank  of  Switzerland. 
"Those  measures  are  over." 

Finding  acquisitions  with  financial 
impact  isn't  easy  when  you're  already 
the  size  of  Nabisco  Brands,  Pillsbury 
and  Quaker  Oats  combined,  with 
sales  in  78  nations  and  manufacturing 
plants  in  55.  Adding  a  line  of  frozen 
enchiladas  won't  do.  With  40%  of  rev- 
enues from  Europe  (and  20%  from  the 
U.S.),  Nestle  also  bumps  against  anti- 
trust laws  in  major  markets  like  Ger- 
many. "It's  just  too  damn  big  and  di- 
versified," says  one  American  in  the 
food  industry.  "All  it  can  do  is  sit 
there  and  be  vulnerable." 

That,  plus  the  traditional  Swiss 
conservatism,  is  why  outsiders  tend 
to  yawn  when  the  company  talks 
about  acquisitions.  "Nestle  is  just  too 
complacent,"  says  Roger  Hornett,  in- 
ternational research  analyst  for  Lon- 
don brokers  lames  Capel 
&  Co.  "It's  basically  a 
bank."  To  that,  Maucher 
bristles:  "We're  not  a 
holding  company.  Yes, 
we're  in  a  safe  business, 
but  I've  got  my  people 
used  to  making  money 
without  growing.  So  what 
is  the  problem?" 

One  problem  is  Nestle's 
maturing  product  base.  It 
invented  instant  coffee  in 
1937  and  now  produces 
over  200  different  types, 
which  generate  about 
20%  of  revenues  and  per- 
haps a  little  more  in  prof- 
its. There  are  still-grow- 
ing markets  like  Japan  and 
Britain  where  Nescafe  is 
as  generic  as  Coke.  But  in 
the  U.S.,  instant  coffee  de- 
mand is  stagnant  and 
competition  fierce.  Nes- 
tle's market  share  fell 
from  33%  in  1978  to  27% 
in  1982,  according  to  Leh- 
man Brothers'  John  Max- 
well. The  second-biggest 
product  group  is  dairy 
goods,  where  major  mar- 
ket consumption  is  also 
declining,  although  Nes- 
tle seems  to  have  weath- 
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HOW  PURISTS  TELL  A  FUTURE  CLASSIC 
FROM  A  CONTEMPORARY  ANTIQUE. 


Any  automobile  that  courts  fashion 
will  inevitably  be  betrayed  by  it. 

In  fact,  it  is  the  very  effort  to  be 
"timely"  that  leads  to  the  creation  of  in- 
stant artifacts— the  dated  gadgetry 
and  gratuitous  styling  that  quickly  turn 
today's  status  symbols  into  tomorrow's 
symbols  of  transience. 

The  BMW  633CSi  is  built  on  a  dif- 
ferent principle:  To  build  a  truly  enduring 
automobile,  you  begin  with  the  ideal 
of  pure  technology,  then  ever  so  gradu- 
ally shape  it  into  a  car. 

The  633CSi's  technology  has 
constantly  anticipated  needs  rather  than 
reacting  to  them.  Its  computer-con- 


trolled 6-cylinder  engine,  amazingly  agile 
suspension,  and  superior  all-around 
performance— these  have  become  stan- 
dards for  an  industry  that  has  long 
found  its  inspiration  in  BMW's. 

Its  bucket  seats  are  not  only  made 
of  fine  leather,  but  orthopedically  fitted 
to  the  curvature  of  the  spine.  They 
will  not  be  outmoded  until  human  archi- 
tecture changes. 

The  633CSi  is  constructed  with 
almost  unimaginable  precision  — to  ac- 
curacies of  up  to  1/ 10,000th  of  a 
millimeter.  And  while  beauty  is  in  the  eye 
of  the  beholder,  no  less  informed  a  be- 
holder than  Motor  Trend  judged  it  "may- 


be the  world's  handsomest  car." 

It  isn't  surprising,  then,  that  another 
critic  called  the  633CSi  a  car  without 
which  "you  won't  know  how  to  judge 
anything  else"  (AutoWeek  magazine). 

It  isn't  just  built  for  purists.  It  is  built 
by  them. 


THE  ULTIMATE  DRIVING  MACHINE. 


©  1983  BMW  of  North  America.  Inc  The  BMW  trademark  and  logo  are  registered  European  Delivery  can  be  arranged  through  your  authorized  US  BMW  dealer 


ered  the  widely  publicized  left-wing 
attack  for  selling  baby  formula  in  the 
Third  World  on  grounds  that  mothers' 
milk  is  healthier  for  children  than 
profits  for  capitalists.  And,  in  its  best- 
known  product,  chocolate,  Nestle 
isn't  among  the  world's  top  five  pro- 
ducers. Mars  Inc.  is  number  one. 

Nestle  also  suffers  from  a  weak 
reputation  in  new  product  develop- 
ment. "In  some  food  companies  you 
see  a  new  product  every  other  year," 
says  Hornett  of  fames  Capel.  "From 
Nestle,  you're  talking  every  other  de- 
cade." Despite  the  dramatic  U.S.  suc- 
cess of  Stouffer's  new  frozen  diet  din- 
ners, Lean  Cuisine,  Maucher  con- 
cedes that  "we  must  see  better 
performance  in  the  Anglo-Saxon 
world."  He  wants  to  sell  more  sauces 
and  seasonings  to  sprinkle  over  Amer- 
ican meat  and  potatoes. 

Food  manufacturers,  says  Maucher, 
must  now  appeal  to  a  more  nutrition- 
conscious  consumer  and  to  eaters  de- 
manding more  convenient  and  easy  to 
prepare  foods.  But  with  freezing,  de- 
hydration and  canning  well  refined, 
Maucher  expects  no  help  from  new 
technology.  What  about  biogenetic 
engineering?  "We  Swiss  are  realistic," 
scoffs  Maucher.  "So  much  of  that  is 
talk  trying  to  show  dynamism  for 
public  relations." 

Maucher  is  a  31 -year  Nestle  veter- 


an, but  a  German.  When  he  was 
named  managing  director,  some 
shareholders  fumed  about  a  non- 
Swiss  running  the  company  (Swiss 
sales  are  only  3%  of  revenues).  Leav- 
ing Vevey,  population  16,000  and  a 
good  hour's  train  ride  from  Geneva, 
has  never  been  seriously  considered. 
After  all,  it  was  here  that  Henri  Nes- 
tle invented  infant  formula  in  1866 


"We're  not  a  holding 
company.  We're  in  a  safe 
business,  but  I've  got  my 
people  used  to  making 
money  without  growing. 
What's  wrong  with  that?" 
asks  Helmut  Maucher, 
facing  charges  Nestle  is  too 
conservative.  After  all,  it 
was  three  years  recovering 
from  sour  acquisitions. 


before  selling  out  to  local  business- 
men and  taking  his  wife  and  22-year- 
old  mistress  to  a  lakeside  villa. 

In  fact,  non-Swiss  can  buy  only 
bearer  shares,  which  trade  at  a  50% 
premium  to  the  stock  held  by  Swiss 
citizens  and  currently  are  at  $2,300 
per  share,  or  about  12  times  estimated 
1983  earnings.  But  buying  shares  by 
non-Swiss  may  become  even  harder  if 


Nestle  pulls  out  of  the  non-Swiss 
stock  exchanges  on  which  it  is  traded 
(Pans,  Amsterdam,  Diisseldorf  and 
Vienna).  These  markets  are  increasing 
their  reporting  requirements,  and 
Nestle  doesn't  favor  prying  eyes. 

Maucher  attacks  his  acquisition 
problem  like  a  hungry  schoolboy  with 
a  Nestle  Crunch  bar:  "What  should  I 
buy?  Should  I  buy  Campbell  Soup?  Of 
its  business,  80%  is  in  a  dying  prod- 
uct, and  I've  got  a  better  position  in 
frozen  foods  [Campbell  also  sells 
Swanson  and  Mrs.  Paul's  frozen 
meals]  with  Stouffer." 

Still  there's  that  $2.3  billion  and 
virtually  no  long-term  debt.  What  to 
buy?  "A  superior  once  told  me  you 
can  either  sleep  well  or  eat  well,  but 
not  both,"  he  says.  More  caution. 

Quaker  Oats  might  make  a  good  fit, 
considering  Nestle's  business.  And,  in 
the  late  1970s,  Nestle  expanded  into 
pharmaceuticals  and  cosmetics, 
buying  Texas-based  Alcon  Laborato- 
ries and  taking  a  stake  in  the  French 
cosmetic  manufacturer  L'Oreal.  Here, 
an  Eli  Lilly  &.  Co.  (which  also  owns 
Elizabeth  Arden  cosmetics)  might 
make  a  nice  fit,  too.  "Ten  years  from 
now  we  will  have  a  bigger  stake  in 
cosmetics  and  pharmaceuticals," 
Maucher  says.  Ten  years  is  a  long 
time.  He  teases:  "We  may  surprise 
you  soon."  ■ 


Condominium  Magazine:  The  Best  of  Florida's  Condominiums  quotes,  "The  Eden,  a  spectacular  new 
project  oh-  Perdido  Key".  Spectacular  it  is,  rising  1 7  stories  out  of  the  sugar  white  sands  on  the  azure  blue  waters 
ot  the  GvM  of. Mexico. 


I' den;  fcOm  the  classic  French  Riviera. ..serene,  elegant  and  expensive,  hut  then,  you  knew  it  would  be. 
Located  on.  Florida's  last 'frontier,  Eden  is  now  SO'  (  sold  through  the  first  phase.  Call  or  write  today  while  prices 
are  still  at  fee-coiistruction  levels.  .'  void  WHERE  prohibited  by  law 
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16281  Perdido  Key  Drive  •  Pcnsacola.  FE  •  (<XM)  492-3336 


"Why  cant  copiers  be  programmed 
to  do  my  jobs  my  way?" 


Kodak  copiers  can! 

You  can  guarantee  it  because  you  program  them  yourself. 

From  the  beginning,  Kodak  copier  technology  has  of- 
fered unique  combinations  of  in-line  functions  which  literally 
redefine  "productivity.'' 

Now,  you  can  choose  the  combination  of  those  functions 
that  does  your  job  your  way.  You  simply  key  them  into  the 
microcomputer  itself.  Thereafter,  merely  touch  the  Star  Pad, 
and  those  jobs  will  run  themselves. 

Any  operator  can  run  these  jobs.  That's  an  outstanding 
partnership  between  technology  and  the  people  who  use  it. 

"Partnership"  is  the  philosophy  that  Kodak  brings  to  this 
market.  We're  in  it  wilh  you.  We  want  you  to  get  your  work  done 
to  your  satisfaction.  We  think  we  know  how  to  be  helpful  be- 
cause you  helped  train  us. 

Thank  you  for  reading  this  advertisement. 
May  we  demonstrate  the  machines?        . flh 


1  800  44KODAK 

(1  800  445-6325)  Ext.324 


Kodak  copiers 

jj^^^^  J^^^l  1^^.  |  Eastn 


□  Please  send  me  details  on  the  latest  Kodak  copier-duplicators 

□  Please  have  a  representative  call  for  an  appointment. 

Our  approximate  monthly  copy  volume:  


Name 


Title 


Company. 


Address 


State 


.Zip. 


Telephone  L 
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Winnebago  Industries  almost  went  under 
before  its  founder  returned  from  retire- 
ment to  save  it.  Then  came  the  hard  part. 


Good  times 
in  Forest  City 


By  Jay  Gissen 


It  hasn't  been  dull  at  Winnebago 
Industries,  Inc.  In  1971  the  Forest 
City,  Iowa  maker  of  recreational 
vehicles  was  the  year's  hottest  stock, 
up  462%.  Then  came  the  first  gas 
crunch  and,  as  Winnebago  was  getting 
going  again,  the  second  gas  crunch. 
Revenues  dropped  from  1978's  $229 
million  to  $92  million — and  a  $13.5 
million  deficit — in  1980.  That  was 
when  founder  and  45%  -owner  John  K. 
Hanson  came  out  of  retire- 
ment, laid  off  a  mob  of 
M.B.A.s  and  got  the  com- 
pany profitable  again.  In  the 
process  his  son  John  B.  end- 
ed up  leaving  the  company. 

"We  weren't  making  no 
money,"  exclaims  Hanson, 
now  70.  "I  saw  mistakes,  I 
returned  to  correct  them. 
Simple  as  falling  off  a  log." 
Hanson  will  not  say  much 
more  than  that  about  the 
past. 

But  Ron  Haugen  will. 
He's  the  local  boy  who 
joined  Winnebago  right  out 
of  high  school.  He  is  now 
its  42-year-old  chief  execu- 
tive and  is  almost  a  surro- 
gate son  to  Hanson.  "The   

industry  had  gone  from  140,000  units 
per  year  to  not  much  over  26,000  in 
1980,"  he  recalls.  "Survival  was  at 
stake.  We  brought  employment  down 
from  4,000  to  800  and  consolidated 
29%  of  our  manufacturing  plants  and 
office  buildings.  We  went  from  $18 
million  in  debt  to  $18  million  cash  in 
18  months."  The  major  reason? 
Thanks  to  all  the  tightening,  break- 
even fell  from  $240  million  to  just 
over  $100  million. 

But  survival  was  only  the  begin- 
ning. "We  knew  the  product  was  inad- 


equate," Haugen  concedes.  Winneba- 
go's basic  design  hadn't  changed 
much  since  its  1965  introduction,  and 
Coachmen  and  Fleetwood  had  driven 
it  into  third  place.  But  Winnebago  saw 
an  opening.  Nobody  had  a  fuel-effi- 
cient vehicle  in  the  new  mileage-con- 
scious market. 

Haugen  and  Hanson  went  to  work. 
"We  wanted  to  get  the  thing  lighter, 
improve  aerodynamics  and  thereby 
dramatically  improve  gas  mileage," 
says  Haugen.  "We  said  we  were  going 


Winnebago  President  Haugen  ( left )  and  Chairman  Hanson 
First  survive,  then  prevail. 


to  find  a  vehicle  that  does  all  the 
things  a  conventional  motor  home 
does,  but  would  be  more  affordable, 
more  maneuverable,  maybe  multi- 
purpose." Haugen  hoped  to  attract  po- 
tential young  buyers  who  got  their 
licenses  in  time  to  wait  on  gas  lines. 

Renault  of  France  proved  to  be  the 
key.  "We  went  to  General  Motors, 
Chrysler  and  Ford,"  says  Haugen. 
"They  had  nothing  in  that  weight- 
carrying  capacity,  nor  did  they  have 
anything  on  the  drawing  board.  The 
Japanese  had  nothing  for  us,  either." 


But  Renault  had  recently  finished  a 
seven-year,  $2  billion  program  to  de- 
velop a  heavy-duty,  front-wheel-drive 
diesel  engine.  Hanson  and  Haugen 
went  to  Paris  and  negotiated  a  three- 
year  exclusive  contract. 

In  mid- 1982  Winnebago  introduced 
a  new  line  of  small  motor  homes  with 
Renault  diesels.  These  vehicles  sell 
for  close  to  $20,000  instead  of  over 
$40,000,  the  price  of  larger  models, 
and  get  22-plus  miles  per  gallon  in- 
stead of  8  to  12,  the  company's  pre- 
vious standard.  They  are  selling  like 
the  Winnebagos  of  old.  Despite  pro- 
duction delays,  parts  shortages  and 
painful  retooling — and  dealers  who 
had  to  be  trained  to  repair  Renault 
engines — Winnebago  moved  1,500 
units  in  fiscal  1983  ending  in  August. 

Building  on  the  breakthrough,  Win- 
nebago's R&D  engineers  took  their 
aerodynamic  gains  and  applied  them 
toward  a  sorely  needed  new,  full-size 
motor  home.  Now  analyst  Steven  Ei- 
senberg  of  Bear,  Stearns  thinks  Win- 
nebago can  sell  6,000  to  7,000  of  its 
new-style  vehicles,  large  and  small,  in 
fiscal  1984.  What  about  Coachmen 
and  Fleetwood?  "We  think  Winne- 
bago has  at  least  a  two-year  lead 
time,"  says  Eisenberg. 

Meanwhile,  Haugen  has  been  at- 
tending to  some  moneymaking  de- 
tails, like  licensing  the 
Winnebago  name  to  manu- 
facturers of  everything 
from  sailboats  to  backpacks 
and  coolers.  In  fiscal  1984, 
through  existing  dealers, 
Haugen  also  hopes  to  pro- 
vide 2,000  motor  homes  as 
rental  vehicles.  Analysts 
think  that  could  add  15 
cents  per  share  to  earnings. 
All  in  all,  with  the  $3.3  bil- 
lion recreational  vehicle  in- 
dustry in  a  dramatic  recov- 
ery, Winnebago's  revenues 
could  top  $400  million. 
Earnings  per  share  could  hit 
$1.65. 

That's  good  news  for  For- 
est City,  Iowa,  a  communi- 
 ty  that  was  watching  Win- 
nebago's travail  with  more  than  ordi- 
nary concern.  As  John  Hanson  puts  it, 
"We  are  the  community."  The  sign 
that  welcomes  you  to  "The  Recrea- 
tional Vehicle  Capital  of  America"  is 
chipped  and  fading,  but  employment 
at  Winnebago  is  over  2,000  again,  and 
the  company  is  back  on  top,  with  over 
a  third  of  the  RV  market.- 

What  happens  if  another  fuel  shock 
comes  along?  It  would  be  rough,  but 
Winnebago  feels  it  would  survive. 
And  surviving  is  the  first  step  toward 
prevailing.  ■ 
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First  there  was  Hardware. 
Then  there  was  Software. 
Now  there  is  KP*  I 


Knoware  teaches  you  to  use  a 
personal  computer— in  no  time! 
Knoware  gives  you  software  programs 
you  can  use— all  the  time! 

Knoware  makes  personal  computer  learning  enjoyable. 

Knoware  combines  a  unique  educational 
experience  with  intriguing  entertainment. 
Thanks  to  its  friendly  format,  you'll  finally 
be  able  to  say  with  confidence, 
"Now,  I  can  really  use  my  personal  computer." 

Knoware  makes  personal  computer  learning  easy. 

You  don't  have  to  wade  through  written  instructions 

or  a  stack  of  manuals.  All  the  help  you  need  is  right  in  Knoware  itself. 

It's  clear,  concise,  and  free  of  computerese. 

Knoware  makes  personal  computer  learning  worthwhile. 

In  a  few  hours  with  Knoware,  you'll  be  comfortable  with  six  of 
the  most  important  business  applications  used  every  day 
Basic  programming    Spreadsheet  applications  Financial  decision  making 
Database  management  Text  editing  Simple  graphics 

Knoware  is  a  tool  you  can  use  at  work  or  at  home. 

Your  Knoware  learning  experience  doesn't  end  when  you've 
been  through  Knoware  once — or  even  twice.  You've  only  just 
begun.  Knoware  includes  a  number  of  starter-kit  software  programs 
to  get  you  going  with  your  own  personal  computing. 
Spreadsheet       Individual  Retirement  Account  Planner 
Database  Manager  Financial  Decision  Support 
Text  Editor  Calendar 

Pie  and  Bar  Graphs  Metric  to  English  Measurement  Conversion 
Knoware  is  where  to  go  first. 

If  you  own  a  personal  computer  or  are  thinking  of  buying  one, 
get  Knoware. . .  fast!  And  start  profiting  from  personal  computers. 


V 


Available  on  Apple*  II  +  and  lie.  64k 

IBM*  PC  and  XT,  DOS  1.1  or  2  0. 128k.  color  graphics 

For  information  about  how  you  can  get 

Knoware  fast  contact  your  retail 

dealer— or  write  or  call  us  at  617-576-3825 


Knoware 


301  Vassar  Street.  Cambridge.  MA  02139 


"My  company  has  spent  a  fortune 
on  computer  training 
We've  had  computer  classes, 
computer  seminars, 
computer  conventions 
and  our  people  are  still  computer  i 
That's  why  I've  decided 
this  company  had  better  get 
Knoware  fast!" 


literate 


Elegant  investments 
you  can  take  to  the  bank. 


5 


The  MD-80  is  a  financial  jewel 
of  many  facets.  Currently  it  is 
being  displayed  by  28  distin- 
guished airlines— and  being 
financed  by  some  of  the  world's 
most  astute  investors. 

For  those  who  find  rare 
beauty  in  high  yield,  MD-80s 
win  enthusiasm  for  their  low 
initial  investment  and  confi- 
dence for  their  record  of  capital 
preservation. 

Few  investments  are  more 
stable  and  profitable. The  MD-80 
is  designed  to  work  hard— and 
well— for  decades.  Its  earlier 
sister  ships  have  retained  value 
above  what  they  were  financed 
for  1 5  years  ago.  They  are  worth 
more  today  than  similar  aircraft. 

For  lovers  of  low  risk,  the 
proven  design  and  new  tech- 
nology of  the  MD-80  yield  an 
exceptionally  reliable  airplane. 

When  you  invest  in  the  MD-80, 
your  collateral  is  a  gem. 


Consumer  Orientation 

No.  26  in  a  Series. 
Subject:  Design  objective: 
The  consummate  blending 
of  performance  and  luxury. 


Porsche  928S 


The  Porsche  928S  is  one  of  the  fastest  production  automobiles 
in  the  world.  It  accelerates  from  0  to  50  mph  in  5.6  seconds  and  has 
reached  speeds  of  146  mph  on  the  track.  Its  powerplant  is  a  4.7 
liter  V-8  engine  with  a  light  alloy  block  and  cylinder  heads. 

For  a  driver  to  fully  appreciate  such  performance  virtues,  the 
driver  and  car  must  act  as  one.  Not  .only  must  the  car  be 
responsive,  but  the  car's  interior  should  be  designed  to  make  the 
driver  more  responsive  and  more  comfortable.  And  thereby 
optimize  his  or  her  performance. 

Such  is  the  interior  of  the  928S.  The  leather  seat  is  anatomically 
designed  with  lumbar  supports.  And  is  power-operated  to  make 
adjustments  for  height,  length  and  inclination  that  much  easier. 
The  steering  wheel,  instrument  cluster,  and  pedals  are  all  adjust- 


able to  assure  a  comfortable  and  ergonomically  correct  driving 
position. 

Variable-assist  rack-and-pinion  steering  and  power  assisted  4- 
wheel  disc  brakes  provide  the  same  linear  input/linear  response 
characteristic  of  racing  cars.  And  the  remarkable  4-speed  auto- 
matic transmission  virtually  duplicates  the  performance  of  the 
5-speed  manual. 

Many  considerthe  928Sto  be  the  most  luxurious  sports  carever 
built.  At  Porsche,  we  believe  anything  that  enhances  the  driving 
experience  is  not  a  luxury.  But  then  at  Porsche,  excellence  is 
expected.  The  Porsche  928S  is  priced  at  $44,000*  For  your  near- 
est Porsche  Audi  dealer,  PORSCHE  AUDI 
call  toll-free:  (800)  447-4700.     nothing  even  comes  close 


Who  says  you  can  V  mix  Coke  with  Sea- 
grams? A  strange  combination,  but  the 
way  they  did  it,  it  works. 


try  whom  Coke-New  York  is  trying  to 
sell  on  bottling  Seagram's. 

"You  become  a  stronger  bottler  by 
getting  a  mixer,"  says  Will.  "You 
might  get  an  account  with  a  country 
club  for  ten  cases  of  Seagram's,  but 
then  you  sell  them  three  cases  of  Pepsi, 
too."  That's  right — Pepsi.  Coke-New 
York  is  selling  Seagram's  to  Pepsi  and 


Sweeter 
than  pop 


as 


well 


as 


Coke 


By  Laura  R.  W albert 


T|  he  folks  at  Coca-Cola  Bottling 
Co.  of  New  York  were  simply 
responding  to  market  pressures. 
"We  knew  20%  of  the  soft  drink  busi- 
ness in  New  York  was  in  mixers,  and 
we  didn't  have  a  mixer,"  says  Senior 
Vice  President  Jerome  Will,  34. 

What  Will  is  sipping  is  as  signifi- 
cant as  what  he  is  saying.  He  has  in 
hand  a  bottle  of  Seagram's  seltzer — 
bottled  by  Coke-New  York,  a  private- 
ly held  company  whose  yearly  sales  of 
Coke,  Dr  Pepper,  Sunkist  and  Welch's 
soft  drinks,  among  others,  amount  to 
$525  million. 

Coke-New  York  went  to  Joseph  E. 
Seagram  &  Sons  2lA  years  ago  with  a 
proposition.  License  us  your  name, 
said  Coke,  and  we'll  formulate,  bottle 
and  market  Seagram's  mixers.  Now 
Seagram's  club  soda,  ginger  ale,  tonic 
water  and  seltzer  water  make  up  the 
second-leading  brand  of  mixers  in 
metropolitan  New  York,  the  world's 
largest  market  for  mixers.  Coke-New 
York's  Premium  Beverages  subsidiary 
plans  to  market  Seagram's  mixers 
through  local  bottlers  all  over  the 
country  by  the  end  of  next  year.  It's  a 
bold  stroke  for  Coke-New  York. 
"We're  challenging  everyone  in  the 
industry,"  says  Will,  an  owner  of  the 
company. 

It  is  also  a  canny  way  to  grab  mar- 
ket share  in  a  business  that  has  expe- 
rienced little  growth  lately  (see 
Forbes,  Jan.  2).  The  "Pepsi  genera- 
tion" has  been  growing  up,  and  the 
6%  and  7%  yearly  growth  rates  in  the 
soft  drink  market  of  the  Seventies 
have  fizzled  down  to  3%  or  so  in  the 
Eighties. 

To  cope,  Coca-Cola,  PepsiCo,  Royal 
Crown  and  the  rest  have  flooded  the 
market  with  new  diet  and  decaffeinat- 
ed pops  for  the  health-conscious.  The 


intense  competition  has  hurt  profits 
and  margins.  But  the  mixer  segment 
of  the  market  is  healthier.  Although 
mixers  amount  to  only  6%  of  the  9 
billion  gallons  of  soft  drinks  sold  each 
year,  the  mixer  growth  rate,  also  at 
6%,  is  twice  that  of  soft  drinks  gener- 
ally. Adults  are  drinkers  of  mixers 
(both  with  and  without  liquor),  and  in 
many  supermarkets  separate  sections 


other  bottlers 
bottlers. 

Will  says  Coke-New  York  went  to 
Seagram  for  its  mixers  because  no 
existing  brand  seemed  attractive 
enough  to  acquire  and  a  wholly  new 
product  would  have  entered  the  fray 
as  a  nonentity.  Besides,  the  Seagram 
name  is  almost  universally  known. 
In  test  marketing  in  Maine  in  No- 
vember 1982,  Seagram's  mixers  per- 
formed extraordinarily  well,  pushing 
aside  well-established  Schweppes  to 
become  Maine's  second-leading  mix- 
er in  just  six  months.  Coke-New 
York  surveys  show  that  62%  of  first- 
time  Seagram's  buyers  purchase  the 
drink  again. 

If  the  idea  of  making  Seagram's 
mixers  was  such  a  great  one,  why 
didn't  Seagram  itself  market  the 
stuff?  After  all,  the  liquor  business 


Jerome  Will  of  Coca-Cola  Bottling  Co.  ofNeic  York 
A  challenge  to  everyone  in  the  industry. 


for  mixers  mean  they  aren't  compet- 
ing directly  with  the  likes  of  Coke  and 
Pepsi  for  shelf  space. 

Although  Canada  Dry — acquired  by 
Dr  Pepper  in  February  1982— has  32% 
of  the  mixer  market,  and  Britain's 
Cadbury  Schweppes  has  12.5%,  55% 
of  the  market  falls  into  the  "all  other" 
category,  says  Will.  This  fragmenta- 
tion gives  Coke-New  York  a  crack  at 
establishing  itself  as  a  third  force  na- 
tionwide. And  a  name  mixer  appeals 
to  the  local  bottlers  around  the  coun- 


has  its  problems  lately,  and  half  of 
Seagram's  earnings  have  been  coming 
from  its  21%  stake  in  Du  Pont. 

One  reason  for  Seagram's  absten- 
tion is  that  the  soft  drink  business, 
tough  enough  on  established  competi- 
tors, is  simply  too  tough  on  outsiders. 
But  licensing  its  name  to  Coke-New 
York  means  that  Seagram  will  collect 
royalties  at  no  risk  at  all.  Indeed,  the 
deal  for  both  sides  has  turned  out  to 
be  sweeter  than  the  stuff  they  put  in 
soda  pop.  ■ 
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Taxing  Matters 


It  may  be  that  an  election  year  isn  V  the  best 
time  to  bet  on  a  rewrite  of  the  tax  code.  But 
you  should  still  watch  the  action. 


Doling  out 
changes 


By  Jinny  St.  Goar 


learly,  you  don't  get  to 
be  chairman  of  the  Sen- 
w  ate  Finance  Committee 
by  being  politically  na- 
ive. And  yet,  here's  Sen- 
ator Robert  Dole 
(R-Kans.)  talking  about 
enacting  fundamental  changes  to  Sub- 
chapter C  of  the  tax  code,  which  cov- 
ers all  of  corporate  and  shareholder 
taxation.  Dole  has  already  held  hear- 
ings, and  hopes  to  introduce 
the  measure  in  the  next 
month  or  two. 

Has  Dole  taken  leave  of  his 
senses?  This  is,  after  all,  an 
election  year  and  Ronald  Rea- 
gan doesn't  want  a  tax  bill.  But 
David  Berenson,  Washington 
tax  partner  at  Ernst  &  Whin- 
ney  and  a  frequent  participant 
in  high-level  Capitol  Hill  tax 
debates,  gives  Dole's  rewrite 
at  least  an  even  chance  of  pass- 
ing. The  senator  may  succeed 
by  presenting  it  as  a  series  of 
adjustments,  not  as  a  revenue- 
raising  measure.  "You  are  not 
going  to  move  something  that 
has  a  significant  revenue  im- 
pact right  now,"  Berenson 
says. 

That,  however,  doesn't 
mean  Dole's  proposals  are  in- 
significant— even  if  they 
amount  to  merely  balancing 
tax  increases  in  one  place 
against  cuts  somewhere  else. 
The  point  is  this:  The  kinds  of 
changes  Dole  is  jockeying  for 
are  not  passing  fancies.  The 
issues  affected  by  his  bill  will 
dominate  the  battle  over  cor- 


porate taxation  for  the  foreseeable  fu- 
ture. Here,  a  few  of  the  more  signifi- 
cant proposals: 

•  Limited  partnerships.  This  is  the 
most  controversial  of  Dole's  propos- 
als. In  order  to  raise  money  for  oil,  gas 
or  real  estate  ventures,  publicly  trad- 
ed limited  partnerships — among  them 
royalty  trusts  like  those  popularized 
by  Boone  Pickens — typically  offer  eq- 
uity interest  in  the  form  of  so-called 
depositary  units.  These  trade  actively 
and  offer  regular  royalties.  Sounds 


Senator  Robert  Dole 
Not  just  passing  fancies. 


like  stock  dividends,  all  right,  but 
such  income  often  isn't  taxable  to 
partnership  investors. 

Dole,  however,  has  decided  that  no 
matter  how  these  ventures  are  struc- 
tured, they  should  not  be  used  to 
avoid  taxes.  The  Treasury  objects,  and 
so,  of  course,  do  backers  of  publicly 
traded  partnerships.  But  Dole  wants 
to  reclassify  these  entities  as  "associ- 
ations taxable  as  corporations." 

•  Acquisitions.  Complicated  rules 
now  determine  whether  an  acquisi- 
tion is  taxable.  The  new  regulations 
would  leave  that  decision  entirely  up 
to  the  acquiring  company. 

That  may  sound  like  letting  a  3- 
year-old  decide  whether  to  have  des- 
sert, but  things  aren't  so  simple. 
When  a  company  calls  an  acquisition 
taxable,  it  is  allowed  to  restate  the 
acquired  company's  price,  which 
gives  it  greater  depreciation  for  years 
to  come.  In  a  nontaxable  acquisition, 
such  a  restatement  isn't  allowed, 
which  means  less  depreciation — read 
smaller  tax  savings — in  the  future. 
Uncle  Sam  will  come  out  roughly  the 
same  either  way;  it's  just  a  matter  of 
timing. 

•  Liquidations  and  redemptions. 
When  a  company  is  acquired  or  passes 
through  an  estate,  it  often  undergoes  a 
technical  "liquidation."  That  way  the 

acquiring  company  can  in- 
crease the  book  value  of  the 
assets  it  buys  to  reflect  market 
price.  Higher  book  value 
means  more  depreciation, 
which  means  paying  less 
taxes.  To  do  this,  however,  the 
liquidated  company  must  pay 
so-called  recapture  taxes  if  it 
earlier  used  such  tax  prefer- 
ence items  as  accelerated  de- 
preciation or  LIFO  inventory 
accounting. 

Dole  is  concerned  that  the 
status  quo  doesn't  go  far 
enough — that  it  encourages 
firms  to  make  acquisitions 
solely  because  of  tax  advan- 
tages. During  liquidations, 
companies  now  generally  pay 
taxes  on  the  difference  be- 
tween the  cost  and  depreciated 
value  of  the  assets  changing 
hands.  But  Dole  ups  the  ante 
considerably.  He  would  col- 
lect taxes  on  the  difference  be- 
tween the  fair  market  value 
and  the  depreciated  value  of 
such  assets. 

This  approach  has  profound 
consequences.  Suppose  that  a 
father  wants  to  give  his  son  a 
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40-year-old  drugstore  when  he  retires. 
Dole's  change  would  force  dad  to  pay 
taxes  valuing  the  land  beneath  the 
store  at  market  prices.  "If  this  mea- 
sure passes,  such  deals  simply  won't 
be  done,"  says  Robert  Willens,  part- 
ner at  Peat  Marwick. 

•  Corporate  dividends.  There  are  lots 
of  games  to  play  today  with  the  85% 
corporate  dividend  exclusion.  For  ex- 
ample, companies  can  buy  stock  just 
16  days  before  a  firm  pays  its  divi- 
dend, receive  that  dividend  and  sell 
the  stock  at  a  loss,  effectively  convert- 
ing income  taxable  at  46%  to  income 
taxable  at  only  6.9%  (the  normal  46% 
rate  times  the  15%  companies  actual- 
ly pay  on  dividends).  Dole  wants  to 
clamp  down  hard  on  such  monkey 
business  by  extending  the  16-day 
minimum  holding  period  to  one  year. 

•  Net  operating  losses.  When  one 
company  buys  a  controlling  interest 
in  another,  the  losses  of  the  acquired 
company  now  survive  as  tax  advan- 
tages if  it  continues  in  the  same  line 
of  business  for  at  least  two  years.  Law- 
yers have  logged  untold  billable  hours 
trying  to  decide  if  loss-ridden  busi- 
nesses genuinely  qualify  under  this 
rule.  In  1976  Congress  tried  to  mini- 
mize abuse  by  eliminating  losses 
whenever  ownership  changes.  But 
this  controversial  provision  went  into 
effect  only  this  year. 

Now,  in  a  compromise,  Dole  wants 
to  allow  net  operating  losses  to  sur- 
vive. But  they  could  only  be  used  to 
offset  a  portion  of  the  acquired  com- 
pany's postacquisition  income.  This 
hits  a  middle  ground  that  seems  to 
make  everyone  happy. 

•  Decontrol  of  controlled  foreign  cor- 
porations. Almost  all  U.S. -based  mul- 
tinationals have  foreign  subsidiaries 
that  are  deemed  "controlled  foreign 
corporations"  (CFCs),  because  more 
than  50%  of  their  shares  are  owned  by 
U.S.  shareholders.  Suppose,  however, 
that  a  CFC  earns  certain  types  of  pas- 
sive income,  such  as  royalties,  rents 
or  interest.  Then  its  shareholders  are 
taxed  on  that  income  even  if  they 
haven't  received  a  penny  in  dividends. 

To  avoid  this  tax  situation,  one 
large  company,  McDermott  Inc.,  re- 
cently converted  its  Panamanian  sub- 
sidiary from  a  CFC  to  a  non-CFC 
through  stock  swaps  (Forbes,  Jan.  17, 
1983).  Citing  this  case,  Dole  proposes 
to  tax  any  gain  in  such  future  conver- 
sions. A  related  reform  would  make  it 
more  difficult  for  a  U.S.  corporation  to 
prove  that  it  doesn't  have  tax  avoid- 
ance in  mind  when  incorporating  a 
branch  in  a  foreign  country.  This 
would  be  tax-free  now,  but  Dole 
wants  to  tighten  up  dramatically.  ■ 


If  you'd  like  directions  on  how  to  get  here,  just  write  us 


JUST  ABOUT  EVERYONE  who  tours  Jack 
Daniel's  Distillery  wants  their  photo  snapped 
with  Mr.  Jack. 

And  our  guides  are  pleased  to  make  these 
photos.  You  see,  we're  proud  of  Mr.  Jack  and 
his  whiskey  and  the  medals  he  won.  And 
prouder  still  to  maintain  a  tradition  115  years 
old.  That's  why  we  hope 
you'll  pay  us  a  visit  some- 
time  soon.  We'd  be 
flattered  to  show  you 
around  the  distillery.  And 
equally  pleased  to  snap 
your  picture  with  the 
man  who  started  it  all. 


CHARCOAL 
MELLOWED 

6 

DROP 

6 

BY  DROP 


Tennessee  Whiskey  •  90  Proof  •  Distilled  and  Bottled  by  Jack  Daniel  Distillery 
Lem  Motlow,  Prop.,  Route  1,  Lynchburg  (Pop.  361),  Tennessee  37352 
Placed  in  the  National  Register  of  Historic  Places  by  the  United  States  Government 


FORBES,  FEBRUARY  13,  1984 


73 


Taxing  Matters 


Cigarette  taxation  sounds  boring.  But  not 
these  days.  Philip  Morris  is  battling  R.J. 
Reynolds  over  the  matter  in  many  states. 


high 


Call  for 
er  taxes 


By  Jill  Andresky 


T|  he  hottest  battle  in  the  ciga- 
rette business  these  days  in- 
volves not  low-tar  filters  or 
crushproof  boxes  but  tax  attorneys. 
Since  June,  lawyers  for  Philip  Morris 
and  recently  deposed  market  leader 
R.J.  Reynolds  have  waxed  eloquent 
before  state  revenue  commissions  and 
legislative  committees.  They  are  ar- 
guing about  the  normally  obscure 
matter  of  whether  cigarettes  should 
be  taxed  in  increments  of  1  or  10. 

Until  Reynolds  introduced  its  new 
25-per-pack  brand,  Century,  early  last 
summer,  the  burning  issue  in  tobacco 
taxation  was  how  high  cigarette  tax 
rates  would  go.  No  one  cared  what 


method  states  used  to  fig- 
ure their  charges.  But 
Century,  which  was  one 
of  last  year's  most  popu- 
lar new  brands,  with 
around  $65  million  in 
sales,  gave  the  tobacco 
manufacturers  a  crash 
course  in  tax  accounting. 

Here's  why.  Reynolds 
sells  Century  to  distribu- 
tors for  roughly  the  same 
price  that  the  competi- 
tion sells  its  20-per-pack 
brands.  But  in  the  15  or  so 
states,  including  major 
markets  like  New  York 
and  Maryland,  where 
cigarettes  are  taxed  by  the 
10,  Century's  25  ciga- 
rettes are  treated  as  if 
they  were  30.  Savings 
then  go  up  in  smoke,  and 
Reynolds  doesn't  even  try 
to  sell  the  brand  in  those 
states. 


That's  a  lot  of  lost  business.  In  the 
35  states  where  Century  has  been  in- 
troduced, it  has  already  captured  an 
average  0.8%  of  the  market,  not  bad 
for  a  new  brand.  What's  more,  Arthur 
Kirsch,  a  Drexel  Burnham  Lambert 
analyst,  thinks  25-packs  may  eventu- 
ally appeal  to  cost-conscious  smok- 
ers— 5%  of  the  total  market,  with  an- 
nual sales  of  $600  million. 

It's  easy  to  see  why  Reynolds  has 
hired  attorneys  to  lobby  for  favorable 
tax  treatment.  "Eventually  we'll  go 
into  every  state  without  an  individ- 
ual-cigarette tax  law  and  fight,"  says 
company  spokesman  David  Fishel. 
Right  behind  Reynolds  are  tax  law- 
yers from  Philip  Morris.  Because  PM 
is  dubious  about  the  market  poten- 


tial,  it  lacks  a  25-per-pack  brand  now 
and  is  reportedly  a  long  way  from  in- 
troducing one. 

Look  what  happened  in  Ohio,  the 
nation's  sixth-largest  tobacco  market. 
With  cigarettes  taxed  there  at  7  cents 
for  every  10,  a  pack  of  Century  would 
bear  a  21 -cent  tax  load,  compared 
with  17.5  cents  if  the  cigarettes  were 
taxed  individually.  "We  didn't  antici- 
pate a  corporate  struggle  to  obtain  a 
uniform  tax  method,"  says  Harry  Leh- 
man, a  partner  at  Reynolds'  Ohio 
counsel,  Jones,  Day,  Reavis  &.  Pogue. 
"Then  Philip  Morris  came  in  and 
fought  us  tooth  and  nail." 

Not  surprisingly,  PM  tried  at  first  to 
keep  a  low  profile  in  Columbus.  After 
all,  a  company  that  spends  nearly  a 
billion  dollars  on  advertising  each 
year  doesn't  want  to  get  a  reputation 
for  fighting  to  keep  cigarette  taxes 
high.  Still,  the  company  hired  Keith 
Brooks,  a  well-known  local  attorney 
and  former  clerk  of  the  Ohio  Senate. 
His  main  argument:  If  the  state 
changed  its  way  of  collecting  cigarette 
taxes,  revenue  would  be  lost. 

"That  surprised  us,"  says  Lehman. 
"After  all,  Philip  Morris  didn't  fight  a 
similar  reform  that  made  small  beers 
price-competitive  by  switching  tax 
charges  from  the  6  ounces  to  1 
ounce."  After  a  protracted  debate, 
during  which  Reynolds  set  off 
statewide  petition  and  editorial  cam- 
paigns and  PM  called  in  experts,  Ohio 
adopted  the  individual-cigarette  tax 
in  December. 
That  was  only  the  beginning.  Reyn- 
olds won  a  second  state 
battle  in  Missouri.  But  in 
Delaware,  where  the  two 
branches  of  the  legisla- 
ture approved  an  individ- 
ual-cigarette tax  the  day 
after  it  was  submitted, 
Governor  Pierre  du  Pont 
vetoed  the  measure, 
claiming  that  the  state 
couldn't  afford  to  lose  po- 
tential tax  revenues.  PM 
won't  comment  about  its 
role  in  that  decision. 

With  14  states  still  to 
go,  he  two  tobacco  com- 
panies will  keep  their  tax 
lawyers  busy.  One  outsid- 
er speculates  that  Reyn- 
olds might  wait  to  win  a 
few  more  battles  before 
taking  on  PM  on  its  home 
turf,  New  York,  even 
though  the  state  accounts 
for  nearly  7.5%  of  the 
U.S.  market.  ■ 
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"My  old  mainframe 
and  my  new  word  processor 
aren't  on  speaking  terms'' 

Stop  the  shock...with  Exxon  office  automation. 


Today,  many  companies  are 
shocked  to  discover  that  their  elec- 
tronic office  machines  can't  talk  to 
one  another. 

A  shockproof  system 

That's  why  Exxon's  products 
are  designed  to  be  part  of  a  fully 
integrated,  communicating  office 
system. 


Exxon  speaks  your  language        Build  a  shock-resistant  office 


With  communications  options, 
our  information  processor  can  inter- 
act with  most  mainframe  computers 
— and  even  function  as  a  3270  ter- 
minal. So  it's  easy  to  access  your 
corporate  data  base,  and  retrieve  the 
data  you  need. 

In  fact,  you  can  even  gain  access 
to  countless  libraries  of  information, 
such  as  Dow  Jones  News/Retrieval R 
and  THE  SOURCE.™  Or  even  send 
information  via  the  Telex/TWX,R 
Network. 


Exxon's  fully  integrated  line  of 
information  processors,  controllers, 
and  impact  or  ink  jet  printers  work 
together  to  create  one  of  the  most 
flexible  office  systems  available. 

For  more  information 

Call  800-327-6666,  or  write 
Exxon  Office  Systems,  RO.  Box 
10184,  Stamford,  CT  06904. 


OFFICE 

SYSTEMS 


The  future...without  the  shock. 


Dow  Jones  News/Retrieval'1  is  a  registered  trademark  of  the  Dow  Jones  Co.  THE  SOURCE  ""is  a  service  mark  of  Source  Telecomputing  Corporation, 
a  subsidiary  of  The  Reader's  Digest  Association,  Inc.  Telex/TWX^is  a  registered  trademark  of  Western  Union  Telegraph  Company. 


Chairman  Belvin  Friedson  ofWindmere  Corp.  on  his  yacht  the  Windmere  B 

"You're  selling  rebates  instead  of  product,"  grumbles  Friedson.  But  it  has  made  him  rich. 


You  would  almost  think  Windmere  Corp. 
might  soon  be  paying  customers  to  take  its 
products,  and  making  money?  doing  it.  Of 
course,  there  is  a  trick. 


Rebate  madness 


By  Toni  Mack 


Here  it  is,  here  it  is,"  says  Bel- 
vin Friedson,  chairman  of 
Windmere  Corp.,  rattling 
through  a  newspaper.  He  points  to  an 
Eckerd  drugstore  ad,  with  his  $12.99 
VIP  Pro  hair  dryer  on  sale  for  $9.88, 
less  a  $5  rebate  from  Windmere — 
"$4.88  Your  Final  Cost." 

"It's  idiotic,  but  it  has  become  how 
you  do  business.  You're  selling  re- 


bates instead  of  the  product,"  he  com- 
plains. But  Friedson  is  grumbling  all 
the  way  to  the  bank.  Last  year  the 
rebate  game  helped  pull  his  Hialeah, 
Fla. -based  maker  of  hair  care  products 
out  of  a  three-year  rut.  Windmere's 
earnings  rose  from  $5.6  million  in 
1982  to  $7.5  million  on  revenues  of 
$73  million.  That  puts  net  margins  on 
sales  above  10%,  vs.  7%  for  competi- 
tor Conair  Corp.  "This  year  we're  go- 
ing to  do  a  zero  rebate,  probably  on  a 


curling  iron,"  says  Friedson.  That 
means  a  rebate  worth  the  entire  retail 
price.  "The  ultimate  would  be  to  pay 
the  consumer  $1  to  buy  the  product.  If 
the  zero  rebate  works,  we'll  try  that." 
He  frowns.  "It's  absurd." 

But  the  profits  are  logical.  Consider 
the  VIP  Pro  hair  dryer.  In  1983  Wind- 
mere  sold  1  million  to  retailers  for  $8 
apiece.  The  company  offered  a  $5  re- 
bate on  each  dryer,  as  long  as  the 
buyer  was  willing  to  get  a  rebate  cou- 
pon, fill  it  out,  save  the  sales  receipt, 
rip  a  proof-of-purchase  mark  from  the 
box  and  mail  the  lot  to  Windmere. 
"We're  not  trying  to  make  it  easy," 
says  Friedson.  No,  indeed,  and  that's 
where  the  beauty  part  comes  in.  Only 
about  one  out  of  four  buyers  was  so 
diligent.  After  Windmere  paid  $5  plus 
an  80-cent  processing  cost  for  each 
rebate,  it  took  in  net  revenues  of  some 
$6.5  mUlion. 

Without  the  rebate  the  revenue  per 
unit  would  have  been  about  the  same, 
since  Windmere  would  have  charged 
retailers  $6.50  per  dryer.  But  without 
the  rebate  it  wouldn't  have  sold  as 
many,  or  made  as  much  profit.  Those 
1  million  dryers,  sold  in  a  dull  market 
for  hair  dryers,  were  a  50%  increase 
over  1982  volume.  David  Friedson, 
28,  Belvin's  son  and  Windmere's  ex- 
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In  the  celebrated  world  of 
quarter  horses,  the  value  of 
a  stallion  often  runs  into  the 
millions.  So  it's  no  wonder 
that  Bob  Norris,  former  Presi- 
dent of  the  American  Quarter 
Horse  Association,  and  so 
many  other  distinguished 
figures  in  equestrian  circles, 
trust  the  safe  transport  of 
their  valued  cargos  to  the 
Jeep@  Grand  Wagoneer. 

There's  a  special  feeling  of 


confidence  behind  the  wheel 
of  a  Grand  Wagoneer. 
There's  authority  in  its  power, 
security  in  its  traction  and 
prestige  in  its  appearance. 

With  its  remarkable  Selec- 
Trac  2-wheel/4-wheel  drive 
system,  the  Wagoneer  art- 
fully masters  most  any  terrain, 
even  under  adverse  condi- 
tions...from  summer  down- 
pours to  winter  snowstorms. 

Yet,  for  all  its  impressive 


strength  and  dependability, 
classic  comforts  are  standard 
in  a  Grand  Wagoneer.  From 
its  plush  interior  fabrics  and 
leathers  to  its  premium  stereo 
sound  system,  quality  is 
never  compromised. 

And  because  it  does  so 
many  things  without  compro- 
mise, Jeep  Grand  Wagoneer 
makes  perfect  horse  sense, 
no  matter  who  your  traveling 
companion  is. 


Jeep,  n  Grand  Wagoneer.The  Ultimate  Wagon. 

FROM  JEEP  CORPORATION       AVAILABLE  FOR  PURCHASE  OR  LEASE  AT  PARTICIPATING  JEEP  DEALERS 


VIEWS  OF  NORTHERN  IRELAND 
RARELY  SEEN  IN  THE  MEDIA 


Blossom  lime,  Co.  Armagh 


66  We  found  the  right  location  to 
#t$  compete  with  Japan... 99 

Herman  Stoopman,  Manufacturing  Director  Europe,  Hyster. 


When  Hyster  of  Portland, 
Oregon  was  looking 
for  a  location  to  produce  a 
new  range  of  fork  lift  trucks 
to  compete  directly  with 
the  Japanese,  they  chose 
Northern  Ireland. 

Why?  The  right  mix  of 
labor  attitudes  and  financial 
incentives  was  there. 

A  deal  was  struck  with  the 
workforce  which  provided 
maximum  job  flexibility 
giving  Hyster  the  competitive 
edge  they  needed.  Result? 
Hyster's  ultra-modern  plant 
in  Northern  Ireland  is  one 
of  their  most  successful  in 
the  world. 

Facts  like  these  have  im- 
pressed the  many  other  US 
companies  who  operate 
profitably  in  Northern 
Ireland. 

We'd  like  you  to  have  more 
facts.  Call  or  write  Ian  Walters 
at  the  address  below. 


Hyster.  Craighaven.  Co.  Armagh 


Northern  Ireland 

Judge  us  on  the  facts 


Industrial  Development  Board  for  Northern  Ireland.  British  Consulate  General.  150  East  58th  Street  New  York  NY  10155  f212)  593-2258 


IDB 

Northern 
Ireland 


ecutive  vice  president,  seems  to  have 
fewer  qualms  than  his  father  about 
profiting  from  humankind's  frailties. 
"People  promise,  Tm  gonna  take  that 
rebate  form  and  send  in  for  my  $5.' 
But  most  of  them  don't,"  he  says.  In 
short,  a  well-designed  rebate  program 
can  stimulate  sales  at  no  extra  cost. 
Retailers  don't  seem  to  mind  paying  a 
higher  price  because  the  advertised 
bargains — $4.88  Your  Final  Cost — 
build  store  traffic. 

Such  success  has  given  Friedson, 
59,  unaccustomed  affluence:  a  yacht 
called  the  Windmere  B,  and  leisure  for 
afternoon  tennis.  "I  started  working 
when  I  was  11,  delivering  papers  on 
foot  because  I  couldn't  afford  a  bicy- 
cle," he  recalls.  He  jumps  up  to  get  a 
paper  towel  from  the  bathroom  ad- 
joining his  office  and  emerges  wiping 
his  face.  "You've  got  me  sweating 
here.  Those  were  sweaty  days.  It  was 
tough.  We  were  poor  people."  In  1963, 
after  five  years  of  college  (but  no  de- 
gree) and  some  false  starts,  he  founded 
the  professional  barber  supply  busi- 
ness that  now  provides  a  third  of 
Windmere 's  revenues.  Friedson's 
8.5%  of  the  stock  is  worth  $7  million 
at  the  recent  price,  $8  to  $9  traded 


over-the-counter. 

Most  of  Windmere's  growth  in  the 
last  decade  has  come  from  consumer 
products,  pursued  with  an  unabashed 
copycat  strategy.  When  an  industry 
leader  such  as  Bristol-Myers'  Clairol 
does  well  with  a  newfangled  curling 
iron  or  hair-roller  set,  Friedson  rushes 
to  his  50% -owned  factories  in  Hong 
Kong  and,  across  the  bay,  in  China, 
and  makes  a  cheaper  version.  Wind- 
mere  markets  the  same  product  three 
different  ways:  under  private  labels, 
under  the  Windmere  label  and,  by 
way  of  a  new  44% -owned  venture 
that  licenses  Faberge  Inc.  brand 
names,  under  the  Faberge,  Brut  and 
Grand  Finale  labels.  (The  proposed 
sale  of  Faberge  Inc.  is  not  expected  to 
affect  the  venture.)  When  the  big 
brands  began  using  rebates  a  few  years 
ago  to  make  their  prices  look  com- 
petitive with  Windmere's,  Friedson 
played  copycat  again. 

But  rebates  won't  solve  Windmere's 
most  persistent  problem:  a  periodic 
inability  to  get  products  out  the  door. 
In  the  early  1980s  Windmere's  Hong 
Kong  factories  were  hobbled  by  labor 
shortages.  Friedson  then  turned  to 
China,  where  labor  is  plentiful  and' 


half  as  costly.  But  setting  up  was  diffi- 
cult. Last  year  a  technical  glitch — 
epoxy  gummed  up  a  machine — cost 
maybe  $2  million  in  sales  and  a  nickel 
a  share,  figures  Merrill  Lynch  analyst 
John  D.  Simmons. 

Friedson's  forte  is  merchandising, 
and  he's  now  casting  around  for  prod- 
ucts outside  the  static  hair  appliance 
market.  Trading  on  the  Windmere 
name,  he  will  this  year  introduce 
shampoos  and  conditioners — con- 
sumable items  more  subject  to  brand 
loyalty  but  with  twice  as  heavy  mar- 
keting costs.  He  is  also  experimenting 
with  other  appliances,  such  as  fans, 
clocks  and  electric  toothbrushes,  and 
has  worked  out  a  deal  to  revive  Ron- 
son  Corp.'s  defunct  electric  shaver 
line.  If  it  succeeds,  he  may  extend  the 
Ronson  name  to  other  products. 

Clearly,  he's  convinced  the  rebate 
game  can't  go  on  forever,  and  so  he's 
looking  for  new  things  to  do.  Mean- 
while, though,  he'll  play  the  game 
with  a  vengeance.  "We're  going  to  be 
very  aggressive,"  says  Friedson,  "and 
one  of  these  days  everybody  is  going 
to  stop  doing  it."  But  then  he  adds, 
"The  only  thing  worse  than  doing  it 
this  way  is  losing."  ■ 


Carling  O'Keefe  has  the  hot  new  beer  in 
Canada.  Up  north  they  cant  get  enough  of 
that  foreign  brew,  Miller  High  Life. 


"It's  high  test" 


By  Barry  Stavro 


S.  Roderick  McInnes,  chairman  and 
CEO  of  Carling  O'Keefe  Ltd.,  sits  in 
his  Toronto  office  humming  "Wel- 
come to  Miller  Time,"  the  TV  com- 
mercial melody.  He  taps  his  fingers  in 
time  to  it  on  a  production  chart  for  his 
seven  Canadian  breweries.  "You  start 
to  roll  in  the  money  when  you  are  at 
80%  of  capacity.  We're  at  100%,  and 
we  can't  produce  another  bottle  of 
beer,"  he  says. 

It's  the  right  tune  for  McInnes.  Last 
May,  Carling  began  brewing  Miller 


High  Life  under  license  from  Philip 
Morris'  Miller  Brewing  Co.  Since  then 
Miller  has  become  the  third  most  pop- 
ular beer  in  Canada,  with  10%  of  the 
market.  This  has  helped  boost  Carling 
earnings  42%,  to  $28.8  million  (in 
U.S.  dollars  at  recent  exchange  rates), 
for  the  first  six  months  of  fiscal  1984. 
For  the  year  ending  Mar.  31,  analyst 
Collin  Brown  of  Gardiner,  Watson 
Ltd.  of  Toronto  expects  record  Carling 
profits  of  $43.3  million,  or  $1.92  a 
share,  on  sales  of  $728  million,  com- 
pared with  a  profit  of  $30.5  million,  or 
$1.32  a  share,  on  sales  of  $569  million 


in  the  previous  year. 

Carling's  growth  is  all  the  more  im- 
pressive because  Canadian  beer  con- 
sumption actually  fell  2%  last  year. 
Furthermore,  archrival  John  Labatt 
Ltd.  beat  Carling  to  market  with  an 
American  beer  in  1981 — Budweiser. 
But  Miller  now  outsells  Bud  2  to  1  in 
Canada,  so  the  difference  has  to  be 
Carling's  shrewd  marketing. 

When  the  weather  is  hot,  so  are  beer 
sales,  and  from  spring  through  fall 
Carling  has  a  lock  on  TV  beer  adver- 
tising during  the  Montreal  Expos 
baseball  and  Canadian  Football 
League  games.  It  also  helps  that  Mil- 
ler isn't  exactly  unknown  in  Canada. 
Some  of  the  $137  million  a  year  Mil- 
ler spends  on  advertising  in  the  U.S. 
spills  over  from  television  and  radio 
stations  along  the  border. 

Canadian  drinkers  prefer  a  beer 
with  a  little  more  kick — regular 
Canadian  beers  have  5%  alcohol  com- 
pared with  about  4%  in  the  U.S. — so 
Carling's  Miller  recipe  calls  for  a  dash 
more  alcohol,  exactly  5%  worth.  "It's 
high  test,"  McInnes  says.  He  also 
priced  Miller  at  regular  beer  prices, 
about  45  cents  a  bottle.  "We  didn't 
want  to  gouge  anybody.  Why  should 
we?  Regular  prices  are  where  you  sell 
the  most."  Carling's  total  market 
share  among  Canadian  brewers  has 
now  climbed  to  29%,  up  from  24% 
only  16  months  ago,  and  just  behind 
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Curling  O'Keefe  Chairman  and  CEO  S.  Roderick  Mclnnes 

Borrow  for  breweries?  "They  bloody  well  finance  themselves,"  he  says. 


the  traditional  leaders  Labatt  (34%) 
and  Molson  Companies  Ltd.  (32%). 

The  biggest  problem  with  the 
American  beer  invasion  is  the  quick 
success.  "We're  about  two  or  three 
years  ahead  of  schedule,"  Mclnnes 
says.  Carling  is  straining  to  produce 
4.9  million  barrels  of  beer  a  year,  25% 
of  that  Miller.  But  there  is  only 
enough  Miller  to  supply  four  of  Can- 
ada's ten  provinces.  The  six  others, 
with  30%  of  the  population,  can't  buy 
a  drop  of  Miller.  The  capacity  short- 
age also  costs  Carling  some  business 
south  of  the  border.  In  the  U.S.,  a  beer 
market  ten  times  as  big,  imported 
Canadian  beers  have  been  a  popular, 
high-ticket  item  for  several  years.  But 
Carling  ranks  a  poor  ninth  among 
U.S.  beer  imports,  trailing  Canada's 
other  entries:  Molson,  Moosehead 
and  Labatt.  Carling's  Old  Vienna  and 
O'Keefe  labels  are  available  in  only 
nine  U.S.  states,  meaning  that  there  is 
room  for  growth. 

So  the  rush  is  on  to  expand  each  of 
Carling's  breweries  by  30%,  including 
a  $100  million  investment  next  year 
for  the  Toronto  and  Montreal  plants. 
Until  then,  there  could  be  a  crimp  in 
Carling's  earnings  growth.  But 
Mclnnes,  a  flinty  sort,  is  bearing  up 
nicely:  Return  on  equity  jumped  from 


8.8%  in  1977  to  a  likely  24%  in  fiscal 
1984  while  whittling  down  long-term 
debt  from  $22  million  in  1977  to  $6 
million  today. 

The  brewery  expansion  will  be  paid 
for  out  of  internally  generated  cash.  "I 
don't  mind  borrowing  money  or  issu- 
ing equity  for  an  acquisition,  but  not 
for  breweries.  They  bloody  well  better 
finance  themselves,"  Mclnnes  says. 

That  Carling's  current  success 
stems  in  part  from  a  U.S.  beer  makes 
for  a  sweet  irony.  When  Mclnnes,  50 
years  old  and  a  former  executive  with 
Kellogg's  Canadian  subsidiary,  took 
over  Carling  in  1976,  U.S.  beers  gave 
him  his  biggest  headache.  Carling  had 
been  brewing  beer  in  the  U.S.  since 
1944  and  ranked  fourth  among  U.S. 
brewers  in  the  1960s  (remember  "Hey 
Mabel,  Black  Label"?).  But  by  the 
1970s  Anheuser-Busch  and  Miller's 
sophisticated  marketing  strategies 
overwhelmed  Carling,  which  ran 
through  three  CEOs  in  four  years.  By 
the  time  Mclnnes  arrived,  the  U.S. 
operation  was  costing  $10  million  a 
year  and  the  Canadian  base  was 
shrinking  fast.  The  three  big  brewers 
control  95%  of  the  Canadian  market, 
but  Carling  had  fallen  to  a  distant 
third  and  was  barely  profitable.  So 
Carling  unloaded  its  U.S.  operation  in 


1977  for  $30  million.  It 
eventually  ended  up 
with  G.  Heileman  Brew- 
ing Co. 

Since  Canadian  pro- 
vincial governments  ba- 
sically fix  beer  prices, 
and  all  the  major  beer 
companies  have  similar- 
size  breweries  because  of 
distribution  regulations, 
Carling  had  to  gamble 
heavily  on  marketing  in 
order  to  boost  volume. 
Even  that  is  tough  in 
Canada:  One  provincial 
government,  Manitoba, 
insists  that  no  beer  ads 
be  shown  on  TV  until 
after  10  p.m.;  another 
mandates  that  beer  al- 
ways be   shown  with 
food;  still  another  says 
only  one  bottle  of  beer 
can  appear  in  each  ad. 
This  means  working  up 
at  least  four  different 
commercials  to  reach  a 
national  audience.  They 
do  it,  of  course.  "The 
provincial  governments 
make    us  inefficient," 
Mclnnes     says,  "but 
there's  no  point  in  being 
third  in  a  race  of  three." 
Even    before  getting 
Miller,  Carling's  profits  were  advanc- 
ing 20%  a  year.  Mclnnes  had  boosted 
Carling's  marketing  budget  from  $16 
million  to  $80  million  a  year  and 
rolled  out  new  beers,  including  a  pop- 
ular extra  light  brew  with  only  2.5% 
alcohol.  Mclnnnes  likes  that  2.5%  ex- 
tra light  beer  himself,  drinking  a  six- 
pack  a  day.  "It  makes  a  difference,"  he 
says.  "Six  regulars  might  make  you  a 
bit  wobbly." 

The  turnaround  has  showed  up  in 
the  stock  price,  which  climbed  from 
$2  in  1977  to  $18  recently  in  New 
York  Stock  Exchange  trading.  But 
Mclnnes  and  his  executives  haven't 
shared  in  that  bounty.  Carling  is 
50.1%  owned  by  Rothmans  of  Pall 
Mall  Canada  Ltd.,  and  company  poli- 
cy excludes  stock  options.  "Not  that  I 
wouldn't  want  them,"  Mclnnes  says 
wistfully. 

His  challenge  is  to  maintain  Carl- 
ing's heady  growth.  Beer  drinkers,  no 
matter  what  nationality,  are  notori- 
ously fickle.  He  says:  "Nothing  is  for- 
ever in  this  business.  So  there's  no 
point  in  gloating  over  anything." 

But  when  the  new  breweries  are 
ready,  Carling  will  start  turning  out 
another  popular  American  brand,  Lite 
Beer  from  Miller.  "It's  always  nice, "  he 
says,  "to  have  things  in  reserve."  ■ 
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CPT  Solutions  You  Can't  Outgrow. 
No  Matter  Where  You  Start. 


CPT  8525 
Word 

Processing 
System 


Solutions  that  Talk  with 
Mainframes  in  an  Important 

New  Way. 

Interactive  Communications 
with  Mainframe 
Independent  CPT 
Word  Processing 
Information  Processing 
Preview  Window 

An  exclusive  CPT  software 
breakthrough  enables  CPT  sys- 
tems to  talk  with  mainframes  and 
process  text  simultaneously.  This 
is  accomplished  with  a  unique 
tri-window  display. 

Information  can  be  transferred 
from  a  host  computer  directly 
into  a  word  processing  document.  Or  vice  versa.  With  just 
two  keystrokes. 

An  optional  CPT  SNA  Communications  controller  can  link 
up  to  7  CPT  systems  together  as  part  of  an  IBM  3270  network. 

Solutions  that  work  the 
way  you  do.  In  17  languages. 
And  more  than  65  countries. 

CPT  is  the  world's  third  largest  manufacturer  of  word  process- 
ing systems,  with  worldwide  distribution  and  service.  Now  our 
capabilities  extend  to  complete  office  automation  systems. 

More  than  ever,  CPT  has  solutions  you  can't  outgrow.  Whether 
you're  a  small  company  aiming  for  the  Fortune  1000.  Or  a 
Fortune  1000  company  aiming  for  the  500. 

Specifications  arc  subject  to  change  a(  ihe  discretion  of  CPT  Corporation. 


CPT  Interactive 
Display  Emulator 


Solutions  that  Stand  Alone. 

CPT  8500  Series  system  prices  start  in  the  range  of  personal 
computers.  But  the  full-page,  black-on-white  CPT  screen  imme- 
diately sets  them  apart,  and  a  few  minutes  at  the  keyboard 
widen  the  gap. 

CPT  systems  use  the  same  data  processing  software  as  per- 
sonal computers,  but  no  personal  computer  can  match  the  speed, 
ease  of  operation,  and  power  of  CPT  word  processing. 

As  your  needs  grow,  your  economy  model  can  be  upgraded  to 
the  top-of-the-line  in  minutes.  Right  in  your  office. 


Solutions  that 
Work  Together. 


When  your  workload  1" 
demands  that  you  grow     lilt  llss 
from  one  or  two  CPT 
systems  to  multiple 
workstations,  CPT  can  save  the  cost 
of  duplicating  software,  informa-      CPT  Office 
tion  files,  and  hardware  such  Dialog'" 
as  printers.  System 

The  CPT  SRS45  Shared 
Resource  System  links  up  to  8  CPT 
workstations  together. 

For  larger  offices,  the  CPT  Office  Dialog 
system  enables  many  CPT  systems  to  work 
together  as  a  state-of-the-art  automated  office. 


Solutions  for 
High-Volume 
Workloads. 

Everything  about  the  new  CPT 
Phoenix  "  system  is  geared  for  high 
volume  word,  data,  and  graphic 
information  processing. 

The  "bit-mapped" 
Phoenix  screen,  in 
future  combination 
with  graphic  digitizers 
and  scanners,  has  far-reaching 
implications  for  architectural, 
engineering,  and  in-house  publish 
ing  applications. 


CPTSRS45 
Shared 
Resource 
System 


CPT  Phoenix  System 
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Call  or  write  for  our  FREE  28-page  booklet.  How 
to  Automate  Your  Office  -  One  Step  at  a  Time'." 
Mail  to  CPT  Information  Service,  P.O.  Box  3900, 
Peoria,  Illinois  61614.  Or  call  800-447-4700. 
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General  Motors  now  has  a  small-car  divi- 
sion. All  it  has  to  do  is  prove  it  can  design 
and  sell  small  cars  in  the  U.S.,  which  it 
hasn  V  done  well  in  25  years. 


70mpg- 
but  will  it  sell? 


By  Jill  Bettner 


fter  General  Motors  an- 
nounced it  would  merge  its 
five  car  divisions  into  a  big-car 
division  (including  Buick,  Oldsmobile 
and  Cadillac)  and  a  small-car  division 
(Chevrolet  and  Pontiac),  a  Chrysler 
executive  quipped:  "What  I  want  to 
know  is,  who  is  going  to  head  the 
Japanese/Korean  division?  That  may 
be  the  biggest  of  all."  It's  a  good  quip 
but  with  a  moot  point.  It's 
true  that  all  GM's  new 
small  cars  have  an  Orien- 
tal flavor,  but  it's  not  at  all 
clear  any  will  be  winners. 

In  fact,  two  of  the  three 
Japanese  cars  that  GM  in- 
tends to  sell  might  not  ar- 
rive this  year  as  expected. 
This  is  because  under  Ja- 
pan's voluntary  quota  sys- 
tem, the  allotment  to  GM 
might  be  too  small  to  be 
worthwhile.  And  when- 
ever they  arrive,  they 
seem  less  than  exciting. 

Take  the  Suzuki- 
Chevy,  which  will  be  made  by  Suzuki 
of  Japan  and  carry  a  Chevrolet  name- 
plate.  This  car  is  the  smallest:  a  mini- 
car,  selling  for  maybe  $4,500,  with 
front-wheel  drive  and  weighing  1,500 
pounds,  with  a  three-cylinder  engine 
producing  less  than  1,000  cubic  centi- 
meters displacement — the  power  of  a 
very  big  motorcycle.  The  car  will  have 
super  mileage:  probably  a  70-mile- 
per-gallon  highway  rating,  and  prob- 
ably close  to  an  honest  50mpg  overall. 
But  Car  &  Driver-  magazine,  which 
took  a  look  at  the  car  in  Japan,  called 
it  "just  another  miniature  transporta- 
tion box."  Translation:  generally  un- 
remarkable and  with  little  appeal. 

The  second  model,  the  Isuzu- 
Chevy,  also  made  in  Japan,  is  a  more 


conventional  small  car,  with  front- 
wheel  drive,  a  four-cylinder  1.5-liter 
engine  and  looking  pretty  much  like 
other  imports  in  its  class.  This  car 
probably  gives  35mpg  to  40mpg  and 
would  cost  about  $5,500  plus  $1,000 
for  options  like  air-conditioning. 

The  third  car  is  the  Toyota-Chevy 
that  GM  and  Toyota  plan  to  produce 
jointly  in  Fremont,  Calif,  by  the  end 
of  the  year.  This  is  a  spinoff  of  a 
Toyota  car  now  sold  in  Japan,  with 


Suzuki-Chevy 

Isuzu-Chevy 

Sprint 

Possible  name 

Spectrum 

Close  to  50mpg 

Mileage 

35  to  40mpg 

$4,500 

Estimated  price 

$5,500 

Transportation  box, 

Early  comments 

Similar  to  other 

unremarkable 

imports  in  its  class 

front-wheel  drive  and  a  four-cylinder 
engine  but  bigger  than  the  Suzuki- 
Chevy  and  the  Isuzu-Chevy,  probably 
producing  an  honest  30mpg  to  35mpg 
and  selling  in  the  $8,000  area.  Produc- 
tion is  aimed  at  250,000  a  year.  How 
well  Chevy  dealers  will  do  selling  it 
will  depend  on  the  competition  from 
Toyota's  own  dealers  here  and  from 
GM's  own  U.S. -made  smaller  cars 
and,  of  course,  from  Nissan  and 
Honda  as  well.  Dealers  selling  U.S.- 
made  cars  traditionally  aren't  too  en- 
thusiastic about  imports  on  the  same 
showroom  floor.  They  have  them 
around,  but  they  don't  push  them. 

GM  was  talking  of  80,000  Suzuki- 
Chevys  a  year  and  100,000  Isuzu- 
Chevys.  But,  sales  potential  aside,  the 


Japanese  government  isn't  going  to 
allow  that  many  to  be  exported  to  the 
U.S.  over  the  next  12  months.  It 
would  be  stealing  too  much  of  the 
industry  allotment  from  companies 
like  Toyota  and  Nissan.  About  50,000 
for  both  is  all  GM  can  expect  over  the 
next  year.  GM  is  now  trying  to  figure 
what  to  do,  and  introduction  might  be 
postponed.  The  Toyota-Chevy  could 
run  into  other  troubles.  In  the  courts 
Chrysler  will  fight  the  scheme,  charg- 
ing that  it  violates  antitrust  law.  In 
the  plant  Toyota  will  be  trying  to  im- 
pose Japanese-style  work  standards  on 
UAW  members. 

The  Korean  connection  is  expected 
in  1986,  with  GM  planning  to  import 
up  to  100,000  cars  a  year  with  a  Ponti- 
ac nameplate  from  a  50%-GM-owned 
affiliate  in  South  Korea. 

GM's  U.S.  history  in  small  cars  is 
hardly  reassuring,  although  in  Europe 
the  company  seems  to  have  a  winner 
(see  story  p  H4).  The  first,  the  Corvair 
of  1960,  was  Ralph  Nader's  unsafe-at- 
any-speed  car.  By  the  time  the  Corvair 
was  cleared  of  those  charges  it  was 
dead.  Next  was  the  Chevy  Vega  of 
1970,  among  the  most  trouble-prone 
cars  GM  ever  built,  with  an  engine 
that  tended  to  overheat  and  then  self- 
destruct.  Then  came  the  Chevette  of 
1975,  which  was  good 
enough  at  the  time  but  to- 
day is  considered  among 
the  least  up-to-date  cars 
still  in  production.  Ford's 
U.S. -built  Escort  easily 
outsells  the  Chevette. 
One  size  up,  the  smaller- 
but-not-small  class  has 
also  been  bad  news  for 
GM.  Its  X-body  line  of 
1979,  like  the  Chevy  Cita- 
tion, started  fast  but  col- 
lapsed under  charges  of 
bad  braking.  Sales  are  so 
bad  anyone  who  took  one 
between  Thanksgiving 
and  New  Year's  doesn't  have  to  start 
paying  until  March.  The  X-body  line, 
like  the  Chevette,  will  probably  be 
killed  within  a  couple  of  years.  The  J- 
car  series,  like  the  Chevy  Cavalier, 
was  introduced  with  great  fanfare  in 
1981  but  fell  flat,  though  GM  is  work- 
ing hard  to  improve  this  line. 

GM  decided  to  try  Japanese  cars  in 
1982,  when  the  UAW  refused  to  cut 
deeply  in  its  pay-benefits  package. 
Roger  Smith,  GM's  chairman,  figur- 
ing he  couldn't  profitably  build  a  new 
Chevette  here,  ordered  Japanese  im- 
ports and  then  the  Toyota  deal.  The 
small-car  division  may  be  just  what 
GM  needs,  but  it  takes  more  than 
moving  lines  on  an  organization  chart 
to  design  an  automobile.  ■ 


82 


FORBES,  FEBRUARY  13,  1984 


From  JFK  To 
Midtown  Manhattan  In 
10  Minutes  Of  Luxury. 


Complimentary  For  Pan  Am  First  And  Clipper  Class  Passengers. 


Next  time  you  fly  to 
New  York,  you  don't  have  to 
get  stuck  in  the  stop-and-go 
traffic  to  midtown.  Because 
Pan  Am  First  and  Clipper® 
Class  passengers  have  a 
high  way  all  their  own  in  the 
relaxed  comfort  of  Pan  Am's 
helicopters. 

Unlike  other  helicopters, 
ours  fly  six  passengers  instead 
of  packing  in  nine.  Unlike 
others,  they're  twin  engine. 
With  two  pilots.  And  unlike 
others,  all  our  helicopter 
flights  are  nonstop. 

So  we  can  whisk  you 
from  Kennedy  to  midtown  in 


only  10  minutes.  And  to 
Newark  Airport  in  only  17. 

Pan  Am's  helicopter 
service  operates  in  both 
directions  between  the  60th 
Street  Heliport  on  Manhattan's 
East  Side  and  our  Worldport® 
at  JFK  from  8  am  to  12  noon, 
and  from  2:30  pm  to  7:30  pm. 
And  between  Newark  Airport 
and  JFK  from  8  in  the  morning 
till  10  at  night. 

So  when  you  fly  to 
New  York,  fly  all  the  way.  As  a 
Pan  Am  First  or  Clipper  Class 
passenger.  And  be  above  it  all. 

Reservations  are 
necessary. 


Pan  Am.\bu  Cant  Beat  The  Experienced 

Helicopter  service  operated  for  Pan  Am  by  Omniflight  Airways,  Inc.  Schedules  subject  to  change  without  notice. 


Those  two  old  foes,  Ford  and  General  Mo- 
tors, are  racing  ahead  in  Europe.  One  has 
a  tortoise,  one  has  a  hare,  but  dont  bet 
against  the  hare. 


Car  wars 


By  Rosemary  Brady 


On  one  side  of  the  autobahn  put 
the  most  controversial  car  to 
skid  into  the  European  market 
in  years:  the  Sierra,  Rubenesque 
round  and  up-to-130-miles-per-hour 
fast.  On  the  other  side  of  the  white 
line  put  a  tiny  box-on-wheels,  the 
plodding  Corsa,  a.k.a.  Nova  in  Britain. 
At  a  steady  56  miles  per  hour  it  gets 
57  miles  to  the  gallon. 

What's  strange  is  that  the  Corsa  is 
from  General  Motors, 
king  of  the  big  car  (see  story 
on  GM's small-car  trouble  in 
the  U.S.,  p.  82),  while  the 
racy  Sierra  is  a  Ford,  the 
small-car  champion  in  the 
U.S.  Neither  is  built  in 
the  U.S.  Thanks  to  Sierra, 
Ford  is  close  to  snatching 
sales  leadership  in  Europe, 
for  the  first  time,  from  Re- 
nault. But  GM  sales  are 
jumping  even  faster  than 
Ford's  because  of  the 
Corsa,  although  GM 
won't  catch  up  because  it 
doesn't  have  the  capacity 
or  the  profits  to  match 
Ford  in  the  European  race. 

Europe  isn't  like  the 
U.S.,  with  one  dominant 
auto  company  and  two  more  trailing 
far  behind.  Six  companies — Renault, 
Ford,  Fiat,  VW,  GM  and  Peugeot — are 
all  bunched  together  at  ll%-to-13% 
of  the  market,  and  there  are  strong 
smaller  companies,  like  Volvo,  Mer- 
cedes and  BMW.  There's  no  chance 
the  big  American  companies  will 
crush  the  others.  Even  if  they  lose 
money,  as  they  have  been,  national 
companies  like  Renault,  Fiat,  British 
Leyland  and  even  VW  will  always  be 
protected  by  the  home  governments. 
But  European  profits  have  saved 


Ford:  $451  million  in  bleak  1982  and 
something  less  last  year  because  of 
the  strong  dollar  and  price  wars  in 
Britain  and  Spain,  where  Ford  and  GM 
battle.  Ford  keeps  chopping  costs,  too. 
Since  1980  Ford  has  halved  inventory, 
dismissed  a  third  of  its  suppliers,  cut 
the  work  force  by  20%  and  installed 
more  than  700  robots.  Even  at  old 
Dagenham,  Ford's  plant  in  England, 
which  takes  40%  more  time  to  pro- 
duce a  Sierra  than  does  the  Belgian 
plant,  the  manager,  Eric  Munday,  says 


Edward  Blanch,  Ford-Europe  chairman,  and  his  Sierra 
Selling  alongside  the  BMW,  where  the  money  is. 


as  he  watches  robots  attack  the  body 
of  a  small  car,  "I  have  a  long  way  to 
go,  but  we've  significantly  reduced 
the  amount  of  industrial  disputes,  and 
we're  8%  more  efficient."  Still,  Ford 
continues  to  move  work  from  high- 
cost  England.  Last  week  it  said  it 
would  close  Dagenham 's  foundry, 
meaning  2,000  jobs  will  be  lost  there. 

Trying  to  catch  up  to  Ford  and  its 
big  European  profits,  GM  has  invested 
$6  billion  since  1978  to  revamp  its 
cars  and  plants  in  Europe,  including  a 
new,  robot-filled  Corsa  factory  in 


Spain.  Vauxhall,  GM's  chronically 
weak  British  line,  has  more  than 
halved  its  losses,  to  $57  million,  in 
two  years  and,  GM  says,  will  run  in 
the  black  in  1984.  Opel,  GM  in  Ger- 
many, is  making  money,  too,  after 
running  in  the  red  in  1980  and  1981. 

The  Sierra  carries  Ford-Europe 
toward  higher  profit  margins.  "We 
wanted  to  make  a  powerful  state- 
ment that  we  build  very  technically 
modern  cars,  not  the  average  car  for 
the  average  driver,"  says  Ford-Eu- 
rope's chairman,  Edward  Blanch,  an 
American  and  a  Harvard  M.B.A. 
That's  not  snob  appeal.  Fancier  cars 
like  the  Sierra,  which  cost  up  to 
$15,000,  should  help  distance  Ford 
from  the  Japanese,  who  are  pushing 
their  low-cost  models  into  European 
markets.  The  Japanese  account  for 
10%  of  the  total  European  market, 
but  up  to  40%  in  the  nonautomak- 
ing  countries,  where  they  aren't 
held  back  by  trade  restrictions. 

The  Sierra's  designer,  Uwe  Bahn- 
sen,  an  artist-turned-rally  driver- 
turned-Ford  vice  president,  says  his 
pricey  car  is  winning  over  buyers  of 
BMWs,  Mercedes-Benzes  and  Volvos. 
It  is  adding  to  Ford's  market  share,  not 
so  much  in  conservative  Britain,  but 
about  everywhere  else:  Austria,  Nor- 
way, Sweden,  Switzerland,  Ireland, 
France  and  Germany.  The 
next  new  Ford  model,  a 
larger  Granada,  will  push 
in  the  same  direction, 
aimed  at  buyers  who  will 
pay  for  speed. 

At  Russelsheim,  GM's 
European  headquarters, 
Ferdinard  Beickler,  Opel 
chairman  and  GM  vice 
president  for  European 
cars,  has  no  apologies  for 
spuming  high-perfor- 
mance jobs  and  staying 
with  economy.  "The 
growth  we  are  experienc- 
ing now,  in  the  area  of 
18%  in  1982  and  23%  in 
1983,  demonstrates  it  was 
the      right  decision." 

  Thanks    partly    to  the 

Corsa,  he  says,  GM's  market  share  in 
Britain  jumped  from  8.5%  to  14.6%  in 
just  two  years. 

The  Corsa,  priced  at  about  $5,500, 
may  also  do  a  power  of  good  else- 
where. Produced  at  a  rate  of  75  an 
hour,  1,200  a  day,  at  GM's  plant  in 
Zaragoza  in  northern  Spain,  the  little 
car  gives  GM  entry  into  the  poorer 
Greek  and  Portuguese  markets  as 
well  as  Spain  and  Western  Europe. 

Managers  hint  they  may  consider 
expanding  in  a  year  or  two,  but 
whether  they  will  have  good  reason 
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NATURAL  SELECTION 

Canon  copiers.  They  follow  in  a  natural  order. 
From  basic  compacts  to  compact  systems. 
To  clearly  answer  specific  needs. 
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For  more  information,  call  loll  tree  1-800-526-7443  Ext.  321  [in  New  Jersey  800-522-4503  Exl.  321), 
Or  write  Canon  U.S.A.,  Inc.,  PO  Box  5023,  Clifton.  N  J  07015 

I  d  like  more  information  about  O  NP-120,  □  NP-125,  O  NP-210,  O  NP-270  Series,  □  NP-300  Series.  □  NP-400  Series,  □  NP-500  AF, 
□  PC-10/20.D  FAX-31.D  FAX-300  Series 
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On  January  31, 1958,  the  future  began.  On  a  Florida 
beach  called  Cape  Canaveral.  With  the  launching 
of  Explorer  I  —  and  a  technological  revolution  so 
sweeping,  your  company  will  feel  it  for  years  to  come. 

The  scientists,  technicians,  and  managers 
who  created  that  revolution  are  still  at  work  in 
Florida.  Assembling  more  professionals  like  them- 
selves into  an  advanced  technological  base.  Accel- 
erating Florida's  growth  at  a  pace  few  other  states 
can  match.  And,  according  to  a  noted  economist, 
making  Florida  one  of  tliree  emerging  megastates 
which  will  shape  America's  future. 


So  if  your  business  is  affected  by  technology 
and  planning  for  the  future  (and  these  days,  which 
business  isn't? ),  Florida's  a  great  place  to  see  it  grow. 

Write  Steve  Mayberry,  Director,  Division  of 
Economic  Development,  Florida  Department  of 
Commerce,  Suite  FB-19,  The  Collins  Building, 
Tallahassee,  Florida  32301.  Or  call  (904)  488-5507 

And  don't  delay.  Because  the  future  belongs 
to  those  who  prepare  for  it. 


FLORIDA 


to  do  so  remains  to  be  seen.  Margins 
on  GM's  small  cars  are  paper  thin, 
and  hard  competition  from  the  other 
European  companies  in  addition  to 
the  Japanese  will  keep  up  the  pres- 
sure. Beickler  bluntly  acknowledges 
as  much. 

"The  return  we  can  create  is  not 
sufficient  to  support  the  investments 
we  will  make  to  upgrade  our  product 
and  modernize  our  facilities/' he  says, 
"so  we  have  to  do  everything  in  our 
power  to  improve  profitability." 

No  question,  it's  a  jungle  out  there. 
But  it's  good  to  hear  that  the  home 
teams  are  finding  their  way. 


1983  European  car  market 
(estimated  percent  share) 
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"Hong  Kong  may  never  he  seen 

from  a  more  magnificent 
point  of  view. 


Only  one  hotel  rises  from 
the  very  edge  of  the 
world's  most  spectacular 
harbour. 
The  Regent. 
Inside,  shimmering  glass 
from  floor  to  ceiling 
presents  an  unforgettable 
panoramic  outlook. 
Truly  an  impressive 
location  for  Hong  Kong's 
finest  hotel. 


the 


HONG  KONG 
A  REGENT® INTERNATIONAL  HOTEL 

HONGKONG  BANGKOK.  KUALA  LUMPUR  MANILA  FIJI  COLOMBO  SYDNEY  MELBOURNE  HAWAII  PUERTO  RICO  ALBUQUERQUE  NEW  YORK  CHICAGO  WASHINGTON 

U.S.A.  TOLL  FREE  800-545-4000;  HONG  KONG  3-721 121 1 ,  TELEX  HX37134  OR  YOUR  TRAVEL  AGENT. 


THE  BIRDS  AND  THE  BEES: 
AN  UPDATE. 

Do  you  know  which  bird  is  an  incurable  romantic?  Or  that 
farmers  aren't  sweet  on  bees  just  for  their  honey? 

Watch  the  award-winning  PBS  series,  NATURE,  and  discover 
some  of  the  fascinating  things  that  have  been  learned  since  you 
took  Biology  101. 

It's  brought  to  you  by  Sperry.  Because  we  believe  that  tele- 
vision this  good  ought  to  n   _  . 

=^=  SPERRY 


be  one  of  the  facts  of  life. 


WE  UNDERSTAND  HOW  IMPORTANT 
iTIS  TO  LISTEN. 
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Sundays  at  8  PM  on  PBS.  Check  local  listings.  Production  of  WNET/THIRTEEN,  New  York. 

©  Sperry  Corporation,  1984 
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To  be  exact,  E.F  Hutton  listens  via 
our  General  Services  network.  This  system 
provides  private  lines  for  long-distance 
telephone,  data  and  facsimile  communi- 
cations via  satellite.  Service  is  provided 
among  27  U.S.  cities  and  can  cut  your  long- 
distance phone  bill  by  as  much  as  50%. 

E.F  Hutton  joins  over  350  other  major 
corporations  who  are  also  cutting  their 
long-distance  communications  costs  in 

hout  changing  existing  equipment 
or  investing  additional  capital.  And  their 


telephone  communications  have  never 
been  better. 

Private  line  communications  is  just  one 
example  of  the  service  American  Satellite® 
provides  to  businesses  throughout  the  U.S. 
For  instance,  we  have  developed  switching 
technology  that  economically  integrates 
voice,  data,  document  and  video  tele- 
conferencing over  a  single  digital  channel. 
We  are  also  the  first  earner  to  offer  all- 
digital  satellite  transmission  which  allows 
your  information  to  be  transmitted  faster 


and  more  accurately  than  ever  before. 

It  comes  down  to  this:  when  you  need 
answers  to  your  communications  problems, 
talk  to  the  leader  —  American  Satellite. 

When  you  talk,  we'll  listen. 

For  more  information,  write 
American  Satellite  Company, 
Dept.  G-402 ,  1801  Research  Boulevard, 
Rockville,  Maryland  20850-3186 
(301)251-8333. 

Between  heaven  and  earth,  there's 
little  we  can't  do.SM 


Vhen  we  talk,  E.E  Hutton  listens, 


AMERCAN 
SATELLITE 
COMPANY 


A 


American  Satellite  is  a  partnership  between  Continental  Telecom  Inc  and  Fair  child  Industries 


You  wouldn't  think  a  newcomer  stood  a 
chance  in  fried-chicken  franchising.  ButAl 
Copeland,  as  number  three,  is  in  the  money. 


The  Popeye 
challenge 


By  Mark  T.  Fadiman 


ELEVEN  YEARS  AGO  Alvin  Cope- 
land  decided  there  wasn't 
much  dough  in  doughnuts  but 
there  was  more  than  chicken  feed  in 
chickens.  So,  smack  in  the  face  of 
competition  from  old  birds  Kentucky 
Fried  and  Church's,  Copeland  quit  the 
doughnut  biz  and  opened  a 
fried-chicken  place  in  his 
hometown,  New  Orleans. 
Last  year  Copeland's  Popeyes 
Famous  Fried  Chicken  &  Bis- 
cuits chain  of  400  outlets  in 
35  states  and  5  foreign  coun- 
tries earned  $6  million  on 
sales  of  $250  million. 

The  great  question  is,  of 
course,  how,  in  a  world  as 
competitive  as  that  of  fast 
fried  chicken,  did  he  do  it? 
The  short  answer:  with  a  dis- 
tinctive taste  ("superior," 
Copeland  says)  and  "strong 
brand  identity" — that  is,  a 
well-known  name. 

But  then  there  is  motiva- 
tion. Copeland,  now  40, 
started  his  career  at  16,  when 
he  quit  high  school  to  earn 
enough  money  to  get  mar- 
ried. He  worked  in  a  New 
Orleans  supermarket  until 
his  older  brother,  Gilbert, 
started  a  doughnut  chain. 
Copeland  bought  in  and  be- 
gan to  learn  the  franchise   

business  firsthand.  Five  years  later,  in 
1966,  when  Kentucky  Fried  Chicken 
came-  to  town,  Copeland  realized 
there  were  easier  ways  to  make  a 
buck.  He  figured  KFC  franchisees 
were  grossing  $5,000  a  week  with  a 
nine-hour  workday.  This  sounded 
good  to  someone  hustling  doughnuts 
around  the  clock  for  $1,200  a  week. 
Copeland  opened  a  place  in  1971 


called  Chicken  On  the  Run — "Service 
so  fast  you  get  your  chicken  with  your 
change."  It  flopped. 

Copeland  tried  again  with  a  recipe 
developed  at  home  but  which  his 
friends  said  was  too  spicy.  Copeland 
reopened  under  the  name  Popeyes 
Mighty  Good  Fried  Chicken.  The  in- 
spiration came  from  Gene  Hackman, 


Al  Copeland  in  his  custom-built  power  boat 
Declaring  himself  Famous. 


as  Popeye  Doyle,  in  the  movie  Tfje 
French  Connection.  But  Copeland  now 
has  a  licensing  arrangement  with 
King  Features  Syndicate  to  use  the 
spinach  maven's  image.  "I  wanted  a 
catchy  name, "  Copeland  says.  "Some- 
thing that  would  make  people  cur- 
ious." Copeland  figured  he  could 
break  even  with  sales  of  $2,000  a 
week  and  gave  himself  two  weeks  to 


hit  the  mark.  Only  ten  months  later, 
he  was  hitting  $5,000  a  week.  Cope- 
land opened  a  second  store.  "A  guy 
walked  by  while  I  was  putting  up  the 
sign,"  Copeland  says,  "and  told  me 
he'd  heard  of  Popeyes,  though  it  was 
on  the  other  side  of  town."  Copeland 
immediately  renamed  his  business 
Popeyes  Famous  Fried  Chicken. 

Over  the  next  24  months,  Copeland 
opened  24  fried-chicken  outlets,  all 
with  his  own  cash  flow.  The  rest  is 
history.  Popeyes  has  become  the 
third-largest  chicken  chain  in  the 
country,  after  KFC  and  Church's. 

Copeland's  A.  Copeland  Enterprises 
Inc.  owns  and  operates  more  than  80 
Popeyes.  Its  subsidiary,  Popeyes  Fa- 
mous Fried  Chicken  &.  Biscuits  Inc., 
franchises  to  outsiders.  The  subsid- 
iary probably  will  go  public  this  year. 
Popeyes  franchises  its  stores  five  at  a 
time.  The  buyer  puts  down  $25,000 
for  the  first  store  and  buys  options  for 
$10,000  on  each  of  the  other  four 
stores.  Copeland  could  collect  $15 
million  over  the  next  few  years  on 
exercise  of  some  1,000  oustanding 
Popeyes  options.  If  all  those  stores 
open,  Popeyes,  with  a  total  of  some 
1,400  stores,  would  become 
nearly  as  big  as  Church's 
now  is,  with  1,450  units.  But 
even  if  the  stores  fail  to  open, 
Copeland  can  keep  the  op- 
tion money. 

Much  of  the  incoming 
cash  is  reinvested.  Copeland 
is  opening  six  larger  Popeyes 
with  bigger  menus  and  salad 
bars  to  attract  customers 
who  will  spend  more.  He 
also  has  opened  Copeland's, 
a  tony  New  Orleans  eating 
and  drinking  establishment 
with  100  items  on  the  menu. 
If  it  continues  to  do  well, 
Copeland  says,  he  will  build 
others  in  San  Francisco  and 
New  York. 

Copeland,  whose  family 
was  poor,  has  become  a  big 
spender.  His  three-story 
house  in  New  Orleans  in- 
cludes a  sit-down  bar,  an  in- 
door swimming  pool  and  an 
exercise  room  with  a  Nauti- 
lus machine.  Outside,  near 
the  white  Rolls-Royce,  sits  a 


50-foot  Cougar  catamaran  power  boat 
on  a  semitrailer.  Copeland  is  a  speed 
addict.  He  rides  motorcycles  and  dirt 
bikes,  but  his  biggest  thrill  is  racing  in 
pursuit  of  the  world  championship  for 
offshore  power  boats.  Copeland  needs 
to  test  limits,  to  go  as  far  and  as  fast  as 
he  can.  He  will  make  a  lot  more  mon- 
ey, unless  he  makes  a  Chapter  1 1 
style  mistake  first.  ■ 
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DOES  TALKING  TO  YOUR 
COMPUTER  COMPANY'S  SERVICE  DEPARTMENT 
CONJURE  UP  A  CERTAIN  IMAGE! 


1 

13  BURROUGHS  CORPORATION 


Your  computer  is  down.  Your 
business  has  ground  to  a  halt.  And 
ivhen  you  call  the  computer  company, 
lobody  seems  to  care. 

Poor  service  has  built  a  wall  of 
nistrust  and  miscommunication 
aetween  computer  companies  and 
:heir  customers. 

That's  why  Burroughs  has 
nade  a  company-wide  commitment 
:o  providing  our  customers  with  the 
aest  service  and  support  in  the 
ndustry. 

For  example,  we've  developed 


the  Burroughs  Respond  System — a 
computerized  operation  focused  on 
giving  our  customers  what  they  need. 
Fast  expert  service.  And  no  excuses. 

With  our  Respond  System, 
when  a  service  call  comes  in,  the 
service  person  responsible  must  act 
on  it  quickly  or  the  system  auto- 
matically shoots  the  request  to  upper 
management. 

And  we  didn't  stop  at  just  creat- 
ing a  way  for  us  to  respond  to  our 
customers.  We  also  created  a  way  for 
them  to  respond  to  us — our 


Burroughs  Customer  Satisfaction 
Survey.  We  periodically  send  detailed 
questionnaires  to  all  our  customers. 
By  using  this  information,  we're 
better  able  to  tailor  our  service  to  fit 
their  needs. 

You  see,  at  Burroughs,  we're 
committed  to  making  sure  the  only 
image  you'll  ever  have  of  our  service 
is  a  good  one. 

Burroughs 

THE  QUESTION  ISN'T  WHO'S  BIGGER. 
ITS  WHO'S  BETTER. 


The  Up  &  Comers 


From  fads  that  begin  on  MTV,  cable  televi- 
sions videotaped  rock  music,  Merry-Go- 
Round  is  building  a  big  and  exceptionally 
profitable  retail  clothing  chain. 


By  John  A.  Byrne 


Weird 


Merry-Go-Round  President  Mike  Sullivan 
"We  aren't  making  the  numbers  up." 


UNDER  THE  SKEPTICAL  EYE  of  her 
mother,  23-year-old  Sylvie 
Morvan  whirls  in  and  out  of  a 
dressing  room  at  a  Merry-Go-Round 
store  in  the  Willowbrook  Mall  in 
Wayne,  N.J.  Each  time  she  emerges, 
moving  to  the  rock  music  blaring 
from  overhead  speakers,  she  wears  an 
outfit  even  wilder  than  the  one  before. 
Sylvie  eventually  settles  on  a  $160 
pair  of  brown  leather  trousers  and  a 
$50  pair  of  shiny  white  nylon  "para- 
chute" pants. 

It's  a  weeknight  and  bitter  cold,  but 
Sylvie,  a  supermarket  cashier,  has 
driven  30  miles  to  shop  at  Merry-Go- 
Round's  black-walled,  chromed  and 
mirrored  store.  "It's  simple,"  she 
says.  "The  clothes  are  different,  and 
they  have  what  I  like." 

Mike  Sullivan,  Merry-Go-Round's 
44-year-old  president,  has  built  a 
highly  profitable  chain  of  224  stores 
by  catering  to  the  nation's  Sylvies. 
And  what  are  some  of  the  15-to-35- 
year-olds  wearing  these  days?  Well,  it 
can't  be  found  at  Brooks  Brothers: 
Inch-wide  purple  leather  ties.  Sleeve- 
torn  (for  muscle  display)  sweatshirts. 
Skintight,  fluorescent-color  jeans. 
Frilly  frocks  in  tutti-frutti  colors.  It's 
inspired  by  rock  entertainers. 

But  even  Brooks  Brothers  would 
have  to  respect  Merry-Go-Round's 
balance  sheet.  It  shows  about  $12  mil- 
lion cash  on  hand  and  no  debt.  The 
company  has  averaged  a  24%  return 
on  equity  over  the  past  five  years. 
That  far  exceeds  the  17.7%  ROE  of 
the  average  specialty  retailer.  For  the 
year  ended  Jan.  31,  Merry-Go-Round 
expects  to  report  a  71%  rise  in  net,  to 
$6  million,  on  a  46%  increase  in  rev- 
enues, to  around  $110  million. 

All  this  is  a  far  cry  from  the  first 
Merry-Go-Round  store  that  opened  in 
1968  and  sold  only  blue  jeans.  The 
turning  point  came  in  1977  when  Sul- 
livan, an  accountant  hired  as  Merry- 
Go-Round's  chief  financial  officer  ten 
years  ago,  saw  an  opportunity  in  the 
popularity  of  the  movie  Saturday  Night 
Fever.  "Every  guy  in  America  wanted 
a  three-piece  polyester  suit,"  he  says. 
"They  wanted  to  look  like  John  Tra- 
volta [the  star]  and  go  to  the  discos. 
We  sold  tons  of  those  suits." 

Sullivan  himself  usually  wears  dou- 
ble-breasteds — never  of  polyester — 
around  corporate  headquarters  in 
Towson,  Md.  But  his  relative  conser- 
vatism hasn't  stopped  him  from 
latching  on  to  almost  every  clothing 
fad  to  appear.  When  designer  blue 
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INSURANCE  FROM 

Commitment  is  making  an  effort  to      jffl&Bkffl&fk         mitments  worth  keeping  require 

keep  up  with  your  children.  Staying       9Cm^MKaL        thoughtful  protection.  The  CNA 

young  in  spirit,  by  staying  in  touch  w!^^^        Insurance  Companies,  and  the 

with  youth.  Commitment  is  the  key  to  agents  who  represent  us,  understand 

making  our  family,  home  and  business  this.  We  provide  all  lines  of  insurance... to  help 

what  we  want  them  to  be.  And  many  com-       those  who  make  commitments  keep  them. 


CNA  Insurance  Companies/CNA  Plaza/Chicago,  IL  60685  •  Independent  agents  who  represent  CNA  are  listed  in  the  Yellow  Pages 
Personal,  Commercial,  Life  and  Health,  Employee  Benefits,  Professional  Liability,  Association  Programs,  Annuities  and  Pensions 


Who  in  the 
world  could  give 

you  the  down-to- 
earth  value  of  a 
skyscraper? 


A  Real  Estate  Appraiser  certified  as  MAI.  A  designation  of  such 
demanding  requirements  that  only  3%  of  the  appraisers  in  America 
have  qualified. 

Experience.  Knowledge.  Ethics.  Professionalism.  Performance.  These 
are  the  reasons  courts,  banks,  developers,  brokers,  and  government 
agencies,  for  over  fifty  years,  have  sought  out  and  relied  upon  MAI 
appraisals. 

The  next  time  you  require  a  real  estate  appraiser  . .  .  demand  an  MAI. 

AMERICAN  INSTITUTE  OF 
REAL  ESTATE  APPRAISERS 

of  the  National  Association  of  Realtors® 
430  N.  Michigan  Ave.,  Chicago,  IL  60611-4088  (312)329-8537 

The  "Who"  in  the  World  of  Real  Estate  Appraisal. 
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jeans  were  hot,  Merry-Go-Round  had 
every  brand.  When  Urban  Cowboy,  an- 
other Travolta  movie,  made  it  chic  to 
look  Western,  Merry-Go-Rounds 
were  filled  with  leather,  suede  and 
fringes.  Merry-Go-Round  executives 
failed  to  appreciate  the  value  of  their 
formula  until  they  tampered  with  it. 

Concerned  that  the  recession 
would  drive  their  customers  to  dis- 
counters, Merry-Go-Round  moved 
into  cheaper,  less-fashionable  cloth- 
ing in  1979.  It  was  a  disaster.  Net 
income  fell  to  $570,000,  from  more 
than  $2  million  a  year  earlier.  "We 
found  out  that  our  customers  weren't 
all  that  price-conscious,"  Sullivan 
says.  "They  were  more  interested  in 
fashion."  So  it  was  back  to  selling 
what  stars  and  other  trendsetters 
made  popular. 


Mike  Sullivan  has  his 
market  figured  this  way: 
"Kids  watch  rock  music 
videos  on  television  and 
say,  'Hey,  that's  how  I 
want  to  look,'  " 


Celebrities  have  always  influenced 
fashion,  of  course.  Undershirt  makers 
wailed  in  1934  when  Clark  Gable  ap- 
peared topless  in  It  Happened  One 
Night.  Hatters  pleaded,  usually  in 
vain,  to  have  President  John  F.  Kenne- 
dy wear  a  hat  in  public  appearances.  A 
major  fashion  influence  today  is  Mu- 
sic Television  (MTV),  the  24-hour 
rock  music  channel  on  cable.  Before 
MTV,  fans  picked  up  on  what  the  rock 
biggies  were  wearing  during  concerts 
or  in  magazines.  Now,  through  video, 
shoppers  in  the  suburban  hinterlands 
get  the  message  as  fast  as  city  young- 
sters and  can  buy  the  newest  thing  in 
the  shopping  malls  where  Merry-Go- 
Round's  stores  are  found.  Sullivan  has 
it  figured  this  way:  "Kids  are  looking 
at  those  videos  and  saying,  'Hey, 
that's  how  I  want  to  look.'  " 

So  Sullivan's  eight  buyers  stay 
glued  to  MTV.  Last  year  a  buyer  saw 
the  lead  singer  in  the  "heavy  metal" 
group  Def  Leppard  wearing  a  Union 
Jack  sweatshirt  with  cutoff  sleeves. 
The  buyer  quickly  ordered  600  copies 
from  a  supplier.  The  sample,  priced  at 
$15,  sold  out  in  a  few  days,  signaling  a 
new  fad.  In  the  next  six  months  the 
chain  sold  more  than  40,000. 

Similarly,  a  buyer  caught  Michael 
Jackson — the  hottest  thing  in  music 
now — in  a  leather  jacket  with  27  zip- 
pers and  fine  wire  mesh  on  the  shoul- 
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Port  Royal  Has  A  History  Of 
Turning  Visitors  Into  Residents. 

Port  Royal  Plantation.  Was  conceived  as  a  quiet  haven  of  permanent  homes,  -i 
and  is  known  for  its  manicured  golf  courses  and  peaceful  beaches  adjacent  to 
magnificent  private  dwellings. 

Port  Royal  Resort.  The  Port  Royal  Racquet  Club,  thirty  six  holes  of  cham- 
pionship golf  and  the  most  beautiful  clubhouse  and  dining  facilities  on  the  island 
await  your  pleasure.  An  additional  18  holes  of  golf  will  open  in  conjunction  with 
ouriuxury  resort  hotel  planned  for  1985. 

Call  Toll  Free.  Be  sure  to  visit  Port  Royal  when  you're  on  the  Island. 
For  additional  information,  call  toll  free  1-800-845-7064  or  write  to 
P.O.  Box  750,  Dept.  PI02,  Hilton  Head  Island,  SC  29925. 

#THE  HILTON  HEAD  COMPANY 
WeTreasureThe  Island. 

n  offer  to  sell  io.  nor  a  solicitation  of  an  offer  to  buy  from,  any  resident  of  the  states  of  California.  Maine.  Ohio,  New  Hampshire.  New  Jersey,  New  York  Rhode 
Island.  Vfe«  Virginia  or  any  other  state  where  prohibited  bv  law  as  this  properry  is  not  registered  under  the  laws  of  those  states  Sales  by  Hilton  Head  Company  Realty''  'Edwin  W  Spengeman. 


Broke  r-ln-Chargc  " 


FOR  SALE:  9,000 
ACRES  IN  NEIGHBORHOOD 
OF  WHITE  HOUSE. 

When  you  choose  to  locate  your  company  in  Fairfax  County, Virginia, 
you  can  select  a  site  from  over  9,000  acres  just  30  minutes  from  Capitol 
Hill.  That  kind  of  access  is  what  brought  over 
1,800  major  corporations  and  associations  here, 
including  Honeywell,  Mobil  Oil  and  TRW.  And 
not  only  will  your  move  to  Fairfax  County  put 
you  in  close  proximity  to  the  legislative  and 
regulatory  bodies  of  government,  it'll  also 
remove  you  from  many  big-city  problems. 

Of  course,  the  cultural  and  aesthetic 
advantages  of  Fairfax  County  are  another 
story.  That's  not  for  sale,  it's  free. 


Name. 
TiUe  _ 


Company. 
Address  _ 


. Phone . 


City. 


.State. 


.Zip . 


Inquire  in  confidence  to:  April  L.  Young,  Executive  Director,  Fairfax  County  Economic  Development  Authority, 
8330  Old  Courthouse  Road,  Suite  800,  Tysons  Comer,  Vienna,  Virginia,  22180.  Phone  (703)  790  0600. 

RAIRMX  COUNTS  VIRGINIA 
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ders  in  his  "Beat  It"  video.  The  buyer 
ordered  100  of  the  jackets,  which  sold 
out  at  $750  each.  That's  right,  $750. 
Clothes  with  27  zippers  don't  come 
cheap,  you  dig?  Sullivan  then  got  an- 
other vendor  to  knock  off  the  jacket 
so  he  could  sell  them  for  $350.  The 
jackets  then  proved  to  be  a  Christmas 
smash  hit. 

It  goes  almost  without  saying  that 
fads  are  ephemeral  and  grounding  a 
business  on  them  risky.  The  trick  lies 
in  fast  but  careful  test-marketing  and 
inventory  control,  using  electronic 
register-terminals  to  monitor  results. 
Catching  fads  fast  will  produce  an  av- 
erage of  $260  in  net  sales  per  square 
foot  this  year  in  Merry-Go-Rounds, 
against  $180  to  $200  for  the  typical 
mall  retailer,  Sullivan  says.  The  cash 
flow  will  allow  him  to  open  up  to  20 
stores  this  year  and  to  diversify.  Sulli- 
van has  already  opened  17  DJ's  shops, 
which  sell  trendy  men's  clothing,  and 
8  Ship  'N  Shore  Showcase  shops, 
which  sell  more  conservative  wom- 
en's sportswear  made  by  General 
Mills'  Ship  'N  Shore  division. 

Wall  Street  views  Merry-Go-Round 
a  bit  nervously.  The  company  went 
public  at  $21  a  share  last  July.  The 
stock  now  trades  around  $22,  roughly 
15  times  earnings.  Limited  Stores,  an- 
other successful  specialty  retailer,  has 
a  multiple  of  25.  Fads  and  trends  as 
financial  underpinnings  are,  of 
course,  suspect.  On  Wall  Street,  says 
Sullivan,  "They  look  at  this  stuff  and 
say,  'Nan,  people  don't  wear  that.'  But 
somebody  is  buying  it.  There's  cash  in 
the  bank,  and  we  aren't  making  the 
numbers  up." 

Learning  from  losing 

For  more  than  30  of  his  68  years, 
Amos  Comay  sold  hardware  and 
housewares  around  Pittsburgh.  He 
eventually  created  a  32-store  chain 
called  Action  Industries,  Inc.,  which 
had  sales  in  1981  of  $76.3  million. 

But  real  profit  always  hovered  out 
of  grasp.  "Some  years  we  made  a  little 
money,"  Action  Chairman  Comay 
says.  "Others  we  lost  a  little.  The 
stores  were  never  consistently  profit- 
able, though  we  always  believed  that 
with  enough  effort  and  investment 
we  could  make  them  so."  Yet  even 
the  addition  of  "home  centers," 
25,000-square-foot  handyman's  em- 
poriums, produced  no  profit.  Only 
during  Action's  "Dollar  Days"  did  the 
chain  make  money  consistently. 
Those  promotions  lured  customers 
through  low  prices  on  items  that 


householders  often  need,  but  not  des- 
perately, such  as  light  bulbs,  which 
even  now  sell  at  four  for  $1,  or  glass 
storage  jars,  at  two  for  $3. 

Years  of  Dollar  Days,  for  his  own 
chain  and  others,  persuaded  Comay 
that  Action  was  better  at  promoting 
sales  than  selling  hardware.  "In  1981 
we  bit  the  bullet  and  started  liquidat- 
ing the  stores,"  Comay  says.  It  was 
the  best  move  he  ever  made. 

Action  is  now  solely  in  promotion 
and  wholesale.  It  designs  ads  and  pro- 
vides merchandise,  some  of  it  com- 
pany-made, for  retailers  who  want  to 
promote  a  lot  of  traffic  fast.  There  is 
no  shortage  of  customers.  The  com- 
pany handled  13,557  promotions  in 
fiscal  1983,  up  11%  from  1982. 

Action  takes  almost  all  the  Dollar 
Days  promotional  work  off  its  retailer 
customers'  shoulders.  It  uses  comput- 
er analyses  of  past  sales  promotions  to 
select  merchandise.  The  idea  behind 


Action 's  Amos  Comay  and  President  Ernest  Berez 
Priming  the  pump  for  Sears  and  K  mart. 


the  promotions  is  that  the  customer 
will  walk  in  wanting  light  bulbs  but 
leave  buying  not  only  the  bulbs  but  a 
higher-margined  product  as  well.  The 
idea  works  wonders  at  K  mart  and 
Sears,  which  together  provide  around 
25%  of  Action's  revenues. 

The  promotions  and  sale  of  mer- 
chandise in  fiscal  1983  brought  Ac- 
tion revenues  of  $100  million  and 
earnings  of  some  $5.7  million.  That's 
over  twice  the  company's  earnings  in 
1977,  its  best  year  while  still  a  retail- 
er. First-half  fiscal   1984  numbers 


should  show  sales  of  around  $80  mil- 
lion, with  earnings  of  $4  million. 

Some  of  Action's  profit  has  gone  to 
buy  roughly  25%  of  Human  Engi- 
neered Software  Corp.,  which  sells 
programs  for  personal  computers. 
"We  believe  that  many  of  the  mass 
marketers'  customers  will  be  using 
computers  within  five  years,"  says 
Sholom  Comay,  46,  Amos'  son  and 
Action's  senior  vice  president  and 
general  counsel.  "I  believe  that  they 
will  be  looking  for  software  at  attrac- 
tive prices."  Two  programs  for  $3, 
perhaps? — Stanley  W.  Angrist 

Paper  chase 

You  can't  believe  some  of  the  gar- 
bage we  start  out  with,"  mutters 
GTS  Corp.  Chief  Executive  Phillip 
Work,  uncoiling  a  frazzled  roll  of  blur- 
ry seismographic  lines  recorded  in  a 
Wyoming  oil  basin  in  1950.  "Now  I'm 
going  to  show  you  what  it 
looks  like  after  we  go 
through  our  magic."  On 
the  wall  in  GTS'  office  he 
tacks  up  a  3-foot-by-  10- 
foot  GTS  product:  a  new 
and  readable  seismic  cross 
section,  drawn  by  comput- 
er from  the  same  geophysi- 
cal readings  that  produced 
the  original.  Houston- 
based  GTS  got  the  Wyo- 
ming seismic  data  for 
free — by  bartering  GTS 
services  to  oil  compa- 
nies— and  now  is  charging 
$12,000  a  copy  for  it. 

GTS'  magic  has  made  it 
a  conspicuous  success  in 
the  depressed  oil  service 
business.  Most  publicly 
held  seismic  firms  lost 
money  last  year.  But  for 
GTS,  1983  was  a  winner. 
In  the  first  nine  months 
pretax  income  trebled,  to 
$1.8  million,  on  sales  of 
$8.3  million.  ROE  is  run- 
ning 28%. 
With  1983  full-year 
  sales  estimated  at  $  1 2  mil- 
lion, GTS'  performance  hardly  makes 
a  seismic  ripple  in  the  $19  billion  U.S. 
oil  exploration  business.  Yet  GTS  has 
a  near-monopoly  in  its  specialty,  the 
collection  and  processing  of  old  data. 
The  data  exist  in  recordings  of  the 
echoes  of  shock  waves  directed  into 
the  ground  to  map  geological  struc- 
tures and  provide  clues  to  the  where- 
abouts of  oil  or  gas.  Modern  seismol- 
ogy makes  use  of  data  recorded  on 
magnetic  tape  and  processed  by  com- 
puter. But  an  enormous  amount  of 
data  from  old  seismography,  repre- 
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America.  Renault  Alliance.  So  successful  in  bringing  it  all 
;ogether  for  $5,959,  it  became  the  best-selling  new  American- 
Duilt  car  line  of  those  first  introduced  in  1983.  Take  it  for  a  ride, 
^ike  nine  out  of  ten  owners  who  said  they  would  buy  another  Jl"1" 

.  you're  sure  to  make  a  successful  decision. 
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senting  cross  sections  under  some  4 
million  linear  miles  of  earth,  is  stored 
on  paper  tape.  GTS  owns  or  has  rights 
to  nearly  half  the  data.  The 
company  has  been  adding  tape 
for  800,000  miles  to  its  library 
every  year. 

The  paper  is  trash.  But  the 
lines  on  it,  even  on  paper  as 
old  as  50  years,  are  worth  mon- 
ey because,  as  Work  observes, 
"Rocks  don't  move."  It  can 
cost  an  oil  company  $5,000  a 
mile  for  new  seismology.  GTS 
can  provide  new  cross  sections 
from  old  soundings  for  as  little 
as  $100  a  mile.  Naturally,  GTS 
closely  guards  the  details  of  its 
process  for  turning  paper  trash 
to  gold. 

GTS  owes  its  technology  to 
Samuel  Taylor,  a  geophysicist. 
He  founded  the  company  in 
1959  as  Geophysical  Trade 
Service  and  three  years  later 

perfected  a  black  box  that,   

used  by  less  skilled  workers,  converts 
graphical  data  to  magnetic  blips.  Tay- 
lor was  a  better  engineer  than  busi- 
nessman. He  moved  from  seismology 
into  the  scientifically  intriguing  tran- 
scription of  paper  logs  of  old  well- 
drilling.  But  there  was  no  market  for 


that.  "Millions  and  millions  of  dollars 
went  down  what  turned  out  to  be  the 
rat  hole  of  well-log  digitalization,"  a 
board  member  recalls.  In  1973,  after 
40  consecutive  months  of  losses,  Tay- 
lor resigned. 


GTS  C 
That 


'hairman  Phillip  L.  Work 
scrap  paper  is  worth  millions. 


GTS  all  but  vanished.  By  1976  its 
net  worth  had  sunk  to  a  negative  $3.1 
million,  and  its  stock  price,  once  $35 
a  share,  to  a  nickel.  By  1979,  when 
Work  took  over,  GTS  was  surviving 
on  piecework,  selling  small  batches  of 
data  for  $5,000  to  $20,000  a  batch. 


Work,  now  50,  had  spent  a  dozen 
years  in  GTS'  marketing  department 
before  quitting  in  1977  to  join  a  Cali- 
fornia engineering  firm.  There,  Work 
helped  sell  million-dollar  projects, 
and  that,  he  says,  helped  him  to  think 
big.  "It  takes  the  same  effort  to 
sell  something  for  $5,000  as  it 
does  for  $500,000,"  he  says. 
GTS  hired  him  as  chairman 
and  president. 

Thinking  big  directed 
Work's  gaze  to  paper  tapes  of 
data  covering  40,000  miles. 
Years  earlier  Phillips  Petro- 
leum had  dumped  the  data  on 
GTS.  "Someone  came  across  it 
in  the  warehouse,  and  we  were 
going  to  burn  it,"  says  a  GTS 
engineer.  Work  decided  in- 
stead to  cull  data  on  4,000 
miles  in  Oklahoma  and  offer  it 
at  $300,000  in  an  exploration 
program.  Seven  companies 
bought  it.  GTS  has  11  other 
packages  in  its  catalog. 

So  long  as  the  transcription 
process  remains  labor-inten- 
sive and  impractical  for  a  sin- 


gle oil  company  or  other  paper-tape 
owner,  GTS  is  likely  to  have  custom- 
ers. It  employs  30  women  at  near- 
minimum  wages  to  use  its  black  box 
process.  As  technology  goes,  Work 
says,  "We're  low  tech,  but  we're 
good." — Jessica  Greenbaum 


Trusting  decisions  that  are  made  by 
others  comes  hard  to  some  chief 
executives.  After  all,  the  chief  is  often 
the  most  experienced  manager 
around.  But  small  companies  can't 
grow  into  big  ones  without  some  shar- 
ing of  power.  Les  Loewe,  62,  president 
of  St.  Louis-based  Angelica  Corp.,  has 
learned  the  lesson  and  applied  it.  "If  I 
have  to  make  all  the  decisions,"  he 
says,  "we  are  in  bad  shape." 

Angelica  manufactures,  sells  and 
rents  linens  and  uniforms  to  restau- 
rants, hospitals  and  other  service  in- 
dustries. Its  sales  are  running  above 
$200  million  a  year.  Loewe  (pro- 
nounced low-ee)  took  over  in  1980. 
"Then,"  he  says,  "everything  was 
much  more  centralized."  Partly  as  a 
consequence,  Angelica  was  only  mod- 
erately profitable.  From  1975  to  1979 
its  return  on  equity  averaged  only 
11%,  its  net  profit  margins  4%.  And 
the  company  had  drifted  far  afield 
from  its  beginning  in  1878,  when  the 
wife  of  Cherubino  Angelica,  a  railroad 
chef,  designed  and  made  for  him  an 
elegant  double-breasted  uniform  to 
protect  him  from  splattering  grease. 
The  company,  for  example,  had  diver- 


Other  people's  laundry 

sified  into  disposable  products  and 
unlabeled  commodity  textiles.  Loewe 
shut  down  those  divisions.  He  closed 
160  retaii  stores.  "We  wanted  to  be 
solely  in  fields  where  we  had  a  propri- 
etary position  so  we  could  generate 
sufficient  margins,"  he  says. 

That  mainly  left  providing  uni- 
forms to  service  industries  and  rent- 
ing linens  to  health  care  operations.  In 
each,  Angelica  is  a  leader.  As  services 
grow,  so  does  the  need  for  uniforms — 
in  hotels,  hamburger  chains,  airlines 
and  other  places.  As  for  linens,  Angel- 
ica concentrates  on  health  care.  Mak- 
ing available  laundered  sheets,  tow- 
els, pillowcases  and  the  like  to  hospi- 
tals and  other  institutions  has 
become  a  big  business.  Angelica  can 
shave  a  hospital  customer's  costs  by 
as  much  as  25%. 

As  a  result,  61%  of  Angelica's  rev- 
enues now  comes  from  health  service 
institutions.  The  payoff  is  big.  Since 
1979  return  on  equity  has  increased, 
to  17.7%  in  fiscal  1983,  on  debt  of 
some  25%  of  total  capital.  Net  mar- 
gins, also  increasing,  reached  6.6%  in 
1983.  Fiscal  1984  will  be  another  good 
year.  In  the  first  three  quarters,  sales 


rose  6%  and  earnings  increased  11%. 

Loewe  modestly  credits  the  im- 
provement to  the  decisions  made  by 
his  managers  and  downplays  his  own 
role.  Born  in  St.  Louis,  Loewe  spent  37 
years  working  his  way  up  the  ranks  at 
Angelica,  and  he  understood  the  prob- 
lems of  top-heaviness.  "For  example," 
he  says,  "each  operating  division  had 
personnel  clerks,  but  all  the  hiring 
was  done  on  the  corporate  level. 
When  I  was  running  the  manufactur- 
ing operation,  I  knew  that  was  no  way 
to  run  a  division.  In  a  given  situation  I 
might  be  able  to  make  a  better  deci- 
sion than  the  guy  in  charge.  But  99% 
of  the  time  that  won't  be  the  case." 

Loewe  says  he  inherited  a  good  or- 
ganization that  allowed  him  to  decen- 
tralize, freeing  him  to  plan  and  make 
important  decisions,  such  as  the  one 
to  dispose  of  laggard  divisions.  Other 
plans  soon  will  be  implemented.  An- 
gelica, for  example,  has  $26  million  in 
cash  to  buy  existing  laundries  or  start 
new  ones. 

Nobody  ever  said  that  taking  in  oth- 
er people's  wash  is  glamorous.  But 
Loewe  has  shown  how  to  make  it 
profitable. — Paul  B.  Brown 
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Basketball,  Las  Vegas-style,  is  surely  something  that  Dr.  Naismith 
didnt  have  in  mind  when  he  invented  the  game.  Then  again, 
who  knew  what  a  little  help  from  slot  machines  and  friends  like 
Frank  Sinatra  and  Diana  Ross  could  do  for  a  team? 


"It's  show  time" 


By  John  Merwin 


WHAT  WOULD  YOU  NOMINATE 
as  the  most  profitable,  but 
still  legitimate,  business  in 
the  U.S.  these  days?  Round  up  the 
usual  suspects — broadcasters,  cos- 
metics producers,  cigarette  compa- 
nies and  maybe  a  hot  technology  ven- 
ture— and  you  would  be  hard  put  to 
find  a  business  pocketing  more  than 
15  cents  of  every  sales  dollar  after 
taxes.  What  if  we  could  show  you  a 
business  likely  to  bring  75  cents  of 
every  revenue  dollar  to  the  bottom 
line  this  year?  Interested? 

Our  candidate,  it  is  true, 
doesn't  pay  taxes.  But  even  if  it 
did,  at  the  full  46%  corporate  tax 
rate  it  still  would  net  40  cents  on 
the  dollar,  putting  IBM  to  shame. 
Our  nominee:  big-time  college 
basketball.  Not  a  business,  you 
say?  It  surely  is,  especially  the 
way  it  is  played  at  the  University 
of  Nevada,  Las  Vegas. 

Athletically,  the  record  is  im- 
pressive enough.  Over  the  last  de- 
cade UNLV  has  won  230  games 
and  lost  66.  The  team,  with  a 
record  of  14  wins  and  1  loss  (a  2- 
point  defeat  in  overtime  by  sixth- 
ranked  Georgetown),  is  currently 
ranked  eighth  in  the  nation  by 
both  UPI  and  AP. 

Financially,  its  record  is  more 
impressive.  If  UNLV  basketball 
were  a  company,  it  would  be  any- 
body's idea  of  an  up-and-comer. 
To  play  its  29-game  schedule  this 
year  it  will  lay  out  $658,000  in 
expenses  to  take  in  $2.6  million 
in  revenues.  That's  a  4-for-l  pay- 
back in  any  league. 

This  extraordinary  profitability 
only  begins  to  suggest  how  far, 
and  how  fast,  UNLV  basketball 
has  come.  Although  it  fielded  its 


first  varsity  basketball  team  20  years 
ago,  this  year  the  UNLV  Runnin'  Reb- 
els, as  they  are  styled,  began  playing 
their  home  games  in  a  new  arena, 
built  for  $30  million.  Ticket  demand 
is  so  strong  that  folks  make  substan- 
tial donations  to  an  athletic  scholar- 
ship fund  for  the  privilege  of  buying  a 
season  ticket  in  a  good  location. 
Hence,  to  the  $900,000  basketball 
revenues  from  outright  ticket  sales, 
toss  in  $1.5  million  in  scholarship 
donations  and  the  total  leaps  to  $2.4 
million.  Television  and  radio  rights 
are  sold  for  $200,000,  rounding  out 
the  $2.6  million.  Revenues  might  go 


UNLV  bead  coach  Jerry  Tarkanian 
Wit,  wile  and  financial  strength 
rising  out  of,  not  the  university, 
but  Las  Vegas  itself. 


higher  this  year  if  UNLV  makes  more 
than  its  two  scheduled  national  tele- 
vision appearances  at  $30,000  a  shot, 
and  an  additional  $  1 80,000  if  the  team 
makes  it  to  the  final  round  of  the 
NCAA  tournament. 

While  UNLV  basketball  enjoys  the 
same  streams  of  revenue  that  an  NBA 
team  does — house  gate  plus  some 
broadcast  money — its  12-man  team 
performs  for  a  mere  $9,000  per  man  in 
tuition,  fees,  room  and  board.  The 
largest  items  in  its  $658,000  expense 
budget  are  coaching  salaries  and 
fringes  ($273,000)  and  travel,  hotels, 
recruiting  expenses,  etc.  ($209,000). 
Alas,  good  as  all  this  sounds, 
UNLV  basketball  is  the  only 
moneymaking  division  in  the 
company,  so  to  speak.  Basketball 
profits  are  devoured  by  losses  of 
$825,000  in  football  and  $525,000 
in  women's  sports.  Why  not  spin 
off  the  losers?  The  answer  sheds 
light  on  the  politics  of  big-time 
collegiate  sport.  Without  foot- 
ball, UNLV  might  be  kicked  out 
of  its  athletic  conference,  the  Pa- 
cific Coast  Athletic  Association. 
Dumping  football  would  also 
alienate  some  big  boosters  who 
dream  of  UNLV's  facing  nearby 
powerhouses  like  UCLA  and 
Southern  California  one  day  on 
the  gridiron.  Drop  women's 
sports  and  the  U.S.  Office  for  Civ- 
il Rights  might  see  to  it  that  the 
entire  university  lost  its  federal 
money.  Figure,  too,  that  without 
that  red  ink  the  Nevada  legisla- 
ture would  notice  UNLV's  athle- 
tic department  making  big  mon- 
ey and  maybe  cut  off  the  state's 
$600,000  appropriation  to  UNLV 
athletics. 

The  task  of  fielding  these  fiscal 
worries  falls  to  UNLV's  athletic 
director,   Dr.   Brad  Rothermel, 
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Courtside  at  a  UNLV  game;  announcer  Chick  I  learn  ( left,  wearing  headset)  sits  behind  two  rows  of  donors 

Writers  and  broadcasters  sit  behind  some  of  UNLVs  biggest  donors.  Press  members  are  incensed  because 

sometimes  they  can't  see  around  patrons  leaping  up  in  front  of  them.  That's  show  biz. 


who  frankly  says  he  expects  to  be 
booted  this  year  if  the  athletic  depart- 
ment's budget  isn't  balanced.  With 
federal  pressure  driving  next  year's 
women's  sports  expenditures  up  50%, 
to  $800,000,  and  enormous  football 
losses  that  can't  be  reversed  over- 
night, Rothermel's  chances  of  surviv- 
al don't  seem  too  good.  But  so  long  as 
the  basketball  team  keeps  winning  20 
games  a  year  and  turning  big  profits, 
coach  Jerry  Tarkanian  needn't  worry 
about  losing  his  head,  though  indeed 
those  about  him  may  lose  theirs. 

UNLV  basketball  is  a  classic  up- 
and-comer  on  yet  another  count — the 
way  it  has  found  a  place  for  its  prod- 
uct against  formidable  odds.  In  the 
basketball  business,  just  as  in  more 
conventional  commercial  pursuits,  fi- 
nancial strength  and  R&D  are  half  the 
contest. 

The  UCLAs,  the  Kentuckys,  Indi- 
anas  or  North  Carolinas  of  this  world 
have  tens  of  thousands  of  basketball- 
giddy  alumni,  many  delighted  to  pour 
cash  into  the  basketball  program  or  to 
point  a  potential  all-American  player 
toward  the  alma  mater.  States  like 
California,  moreover,  are  overgrown 
with  native  basketball  talent.  Nevada 
(pop.  880,000)  is  not.  So  if  UNLV 


wants  to  recruit  basketball  talent, 
generally  it  must  steal  potential  stars 
from  under  the  noses  of  other  state 
universities.  The  University  of  Neva- 
da, Las  Vegas  didn't  graduate  its  first 
class — all  29  of  them — until  1964. 
Lacking  alumni  power,  it  has  had  to 
substitute  wit,  wile  and  uncommon 
community  support. 

Indeed,  the  team's  financial  and 
promotional  might  rises  out  of  Las 
Vegas  itself,  not  the  university.  Sure, 
the  university  must  "sponsor" 
UNLV's  basketball  program  so  it  can 
take  on  other  colleges  in  NCAA  com- 
petition, but  the  big  dollars  and  the 
timely  pulling  of  strings  come  from 
business  magnates  in  Las  Vegas,  not 
campus  academics. 

Perhaps  this  melding  of  community 
and  team  interests  is  best  illustrated 
by  the  cover  photo  of  UNLV  players 
and  six  show  girls  from  the  Frontier 
Hotel.  The  shot  was  not  staged  by 
Forbes,  but  rather  by  the  team  and 
the  hotel  for  the  official  basketball 
press  guide. 

As  with  any  small  business,  power 
rests  with  a  few  key  executives,  in 
this  case  principally  with  Jerry  Tar- 
kanian. Tbrough  more  than  two  de- 
cades of  college  coaching,  Tarkanian 


has  won  more  than  75%  of  his  games, 
a  percentage  unmatched  by  any  other 
active  major  college  coach. 

Tarkanian  is  well  rewarded  for  his 
efforts.  His  $125,000  salary,  nearly 
twice  that  of  Nevada  Governor  Rich- 
ard Bryan,  may  be  only  half  the  story. 
Tarkanian  has  his  own  local  televi- 
sion and  radio  shows,  plus  a  weekly 
newspaper  column  usually  ghost- 
written by  an  athletic  department 
employee.  He  appears  at  five  or  six 
basketball  clinics  annually  and  is  paid 
for  serving  on  the  advisory  board  of 
Nike  Inc.,  the  athletic  equipment 
manufacturer,  which  means  his  team 
uses  Nike  basketball  shoes  and 
sportswear.  Nike,  in  turn,  enjoys  the 
resulting  visibility. 

Tarkanian  also  trades  some  of  the 
basketball  program's  allotted  250  sea- 
son basketball  tickets  for  other  job- 
related  fringes,  such  as  leased  cars.  He 
enjoys  typical  celebrity  courtesies, 
like  being  "comped"  freely  in  Las  Ve- 
gas hotel  facilities,  and  receives  free 
medical  and  dental  care,  plus  a  nice 
home  sold  to  him  at  builder's  cost.  No 
one  but  Tarkanian  knows  the  value  of 
all  these  fringes,  but,  combined  with 
his  $125,000  state  salary,  Tarkanian 
concedes    his    total  remuneration 
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matches  that  of  many  NBA  coaches.* 
UNLV's  basketball  program  reflects 
Jerry  Tarkanian's  scrappy  personality. 
Twice  Tarkanian's  teams  have  been 
slapped  with  NCAA  probations  for 
recruiting  violations,  once  at  Long 
Beach  State  and  later  at  UNLV.  The 
second  time  NCAA  officials,  alleging 
illegal  assistance  to  players — cash, 
cars,  airplane  tickets,  etc. — ordered 
Tarkanian  suspended  from  his  coach- 
ing post.  Tarkanian  sued,  and  a  Neva- 
da state  judge  ruled  that  the  NCAA's 
allegations    "were    100%  hearsay, 

"By  way  of  comparison,  John  Had],  coaci) 
of  the  fourth-place  Golden  State  Warriors 
in  the  NBAs  Pacific  Division,  and  considered 
among  the  lowest-paid  NBA  coaches,    said  to  draw 
about  Si 00,000  per  year 


without  a  scrap  of  documentation." 
Tarkanian  never  missed  a  game. 

Tarkanian  was  born  in  the  Cleve- 
land suburb  of  Euclid.  His  father  died 
early,  leaving  his  mother  to  raise  him. 
When  Tarkanian  was  16,  they  moved 
to  Pasadena,  Calif.,  where  he  starred 
in  high  school  basketball  and  later 
played  at  Pasadena  City  College,  a 
junior  college,  and  finished  his  career 
at  Fresno  State.  He  took  SYi  years  to 
graduate  and  then  only  with  a  C  aver- 
age. "I  went  to  college  primarily  to 
play  basketball,"  Tarkanian  explains. 

Most  of  Tarkanian's  recruits  are 
from  the  school  of  hard  knocks,  too. 
While  the  raw  stock  of  most  first-rate 
college  basketball  programs  is  high 
school  recruits,  Tarkanian  specializes 


UNLV  knows  how  to  throw  a  party. 
Above,  opening  night  at 
UNLV's  new  18,SOO~seat  arena. 
The  benefit  grossed  $425,000. 
Entertainment  was  provided  gratis 
by  two  old  Tarkanian  fans  (far  left) 
and  a  new  one  (near  left). 

in  taking  junior  college  transfers  and 
unhappy  players  transferring  from  ri- 
val four-year  colleges,  earning  him 
the  nickname  Father  Flanagan.  He 
finds  it  cheaper  to  wait  for  a  first-rate 
but  unhappy  college  player  to  transfer 
to  UNLV  than  to  chase  a  much- 
sought-after  high  school  senior.  "Pa- 
tience, patience!"  Tarkanian  often 
chides  his  shooters  when  they  don't 
wait  for  the  high  percentage  shot.  So 
it  is  with  Tarkanian  the  recruiter. 

UNLV's  recruiting  process  begins 
with  an  assistant  coach,  Mark  War- 
kentien,  who  weekly  scans  half  a  doz- 
en scouting  service  newsletters  that 
track  thousands  of  high  school  and 
junior  college  players  across  the  coun- 
try. Like  a  good  salesman,  he  is  pros- 
pecting, searching  for  the  likeliest 
places  to  make  a  sale.  Generally  that 
means  an  inner-city  black  kid,  a 
young  man  who  might  already  play 
Tarkanian's  fast-paced,  pro-style  "run 
and  gun"  basketball.  (This  year's 
team  is  averaging  87  points  per  game, 
fourth  in  the  nation.)  Since  UNLV  is 
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not  often  thought  of  as  the  Harvard  of 
the  West,  reeruiters  concentrate  on 
young  players  who  are  not  consumed 
with  academic  ambition. 

The  biggest  impediment  to  selling 
UNLV  to  high  schoolers  and  their  par- 
ents is  the  school's  remote  location 
and  its  "sin  city"  image.  White, 
middle-class  high  school  players, 
UNLV  recruiters  figure,  are  likely  to 
go  for  their  home  state  school  or  per- 
haps, if  they  arc  looking  for  a  social 
life,  a  name  school.  "All  that  a 
middle-class  kid  remembers  about 
the  city  of  Las  Vegas,"  Warkentien 
cracks,  "is  that  he  visited  here  once 
and  threw  up  in  the  back  of  a  cab." 

Vibrant  social  life  is  noticeably 
lacking  on  the  UNLV  campus,  popu- 
lated by  6,000  full-time  students,  av- 


erage age  24,  many  of  whom  hold  full- 
time  jobs.  The  campus,  two  miles 
from  The  Strip,  has  but  one  dormi- 
tory, a  coed  residence  hall.  There  is  no 
sprawling  fraternity  row.  UNLV  is  as 
quiet  as  a  low-rise  suburban  office 
park,  with  only  thin  streams  of  stu- 
dents flowing  to  and  from  classes.  No 
pep  rallies,  bonfires  or  panty  raids. 

So  in  most  cases,  UNLV  takes  the 
short  odds  and  goes  for  older  players 
unconcerned  with  amenities.  Players 
live  off  campus,  while  splitting  time 
between  classes  and  basketball  prac- 
tice, 15  hours  a  week  of  each.  The 
most  popular  majors  are  physical  edu- 
cation, recreation,  sociology,  business 
and  hotel  administration,  the  latter 
being  one  of  the  school's  better- 
known  programs.  The  basketball  pro- 


"Inside  man" 


gram  employs  a  full-time  academic 
adviser,  who  helps  players  with  any- 
thing from  one-on-one  tutoring  to  at- 
tending classes  with  the  athletes  to 
see  how  well  they  are  taking  notes 
and  speaking  up  in  class,  etc. 

Once  UNLV  picks  a  preliminary 
prospect,  the  recruiting  process  shifts 
from  one  of  R&.D  to  one  of  pure  sales- 
manship. At  any  given  moment, 
UNLV  is  mailing  correspondence  to 
200  paper  prospects.  Later,  25  or  so 
will  be  more  intensely  recruited 
through  the  mail,  which  means  in- 
creased dispatches  of  press  guides, 
newspaper  clips  and  the  like.  Finally  2 
or  3  prime  prospects  will  be  given 
"daily  attention."  That  means  every 
day  something  in  the  mail,  a  phone 
call  or  a  UNLV  representative  at  the 


% 

Joe  Bostic,  UNLVs  Neiv  York  connection 


J'oe  Bostic,  42,  is  a 
good  friend  of 
UNLVs  basketball 
team.  He  is  their  inside 
man  in  New  York.  A 
former  college  and 
semiprofessional  bas- 
ketball player,  Bostic's 
full-time  job  is  teach- 
ing mathematics  and 
physical  education  in  a 
private  school  in 
the  Bedford-Stuyvesant 
section  of  Brooklyn.  It 
is  because  of  Bostic's 
work  that  Richie  Ad- 
ams, who  was  three 
years  ago  a  junior  col- 
lege player  in  Boston 
but  is  a  native  of  the 
South  Bronx,  now  plays  for  UNLV. 

Adams  was  raised  by  his  grandmother  and  mother. 
Bostic  is  the  father  figure  in  his  life,  having  coached 
Adams  on  his  New  York  summer  league  basketball 
teams,  one  of  which  hasn't  lost  in  four  years.  "After 
games  Joe  took  me  to  his  house  to  eat,"  Adams  remem- 
bers. "He  treated  me  like  his  son." 

UNLV  spotted  Adams  several  years  ago,  and  it  was 
love  at  first  sight.  UNLV  was  looking  for  an  outstand- 
ing 6-foot-9  frontline  man,  one  who  wasn't  looking  for 
ivy-covered  walls.  Adams  wasn't.  His  principal  goal 
was  a  career  in  professional  basketball,  and  he  wanted  a 
four-year  school  that  would  "give  me  some  recogni- 
tion." Other  factors:  "Someplace  warm.  Someplace 
where  I  also  could  learn  enough  to  help  me  in  my 
business  if  I  make  the  NBA." 

UNLV  made  the  sale  because  it  showed  the  most 
interest.  Though  Bostic  has  urged  kids  to  go  to  other 
schools,  in  this  case  he  advised  Adams  to  sign  with 
UNLV  because  of  his  first  rule  of  recruiting.  "If  a 
recruit  is  extremely  valuable  to  a  school's  program, 
they  will  get  him  a  tutor,"  he  says.  "They  will  stay  on 


his  back  to  go  to  class. 
And  if  the  community 
has  been  involved  in 
recruiting,  the  coach  is 
obligated  to  make  this 
kid  succeed." 

That  brings  us  to  Ir- 
win Molasky,  a 
wealthy  Las  Vegas  real 
estate  developer  and 
cofounder  of  Lorimar 
Productions,  producer 
of  Dallas,  Falcon  Crest 
and  other  high-rated 
TV  shows.  Coach  Jerry 
Tarkanian  asked  Mo- 
lasky, UNLVs  most 
influential  booster,  to 
visit  Adams'  grand- 
.  mother  and  allay  her 

fears  about  Las  Vegas.  Molasky  went  to  the  grandmoth- 
er's apartment  in  the  South  Bronx.  Sitting  amid  basket- 
ball trophies,  he  told  her  that  Las  Vegas  would  take 
good  care  of  Adams.  Later  Tarkanian  visited  Richie's 
mother,  and  Adams  agreed  to  attend  UNLV. 

In  exchange  for  his  basketball  prowess,  Adams,  a 
physical  education  major,  is  getting  what  he  wants 
from  UNLV — a  team  with  a  winning  record  that  draws 
pro  scouts'  attention.  And  there's  a  unique  home-court 
advantage.  "These  scouts  are  40-year-old  men,"  assis- 
tant coach  Mark  Warkentien  notes.  "If  they  want  to 
scout  West  Virginia's  team,  do  you  think  they  want  to 
do  it  in  Morgantown  or  in  Las  Vegas?" 

Then  there  is  the  education.  Adams,  20,  won't  gradu- 
ate before  his  college  playing  days  are  over.  If  he  is  like 
most  players,  he  won't  graduate  at  all.  Only  15  UNLV 
players  in  the  last  ten  years  have  actually  graduated. 
Tarkanian  is  philosophical  about  that.  "Certain  kids 
don't  have  the  ability  to  graduate,"  he  argues,  "but  they 
can  become  educated  men  without  degrees.  Pretty 
soon  they  can  talk,  they  can  read,  they  can  write  and 
they  can  fit  into  society." — J.M. 
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KLM's 
New  Business  Class* 
All  that  space  makes  all 
the  difference* 


"Either  I 
lost  weight  or  this 
seat's  wider." 


"Sorry. 
KLM's  put  in 
wider  seats? 


he  difference  is  comfort. 

Our  all-new  Business 
ass  is  a  major  breakthrough 
travel  comfort  for  today's 
isiness  traveler. 

Starting  February  22, 
:'ll  have  all-new,  more  4^ 
mfortable  seats  that  are  a  full 
2  inches  wider.  Designed  to 
r  own  rigorous  specifications, 
:h  contoured  seat  lets  you 
ax  in  easy-chair  comfort.  You 
t  more  elbow  room.  Lots  of  leg 
Dm.  More  space  all  around. 

Aisles  will  be  wider.  Cabins 
Dre  spacious.  And  you'll  get  almost 
two-abreast  seating  on  every  KLM  transatlantic  flight 

he  difference  is  a  lot  of  pleasant  surprises. 

Fewer  seats  means  fewer  passengers,  so  you'll  get  even 
3re  personal  Dutch  attention. 

There's  a  touch  of  first  class  with  champagne  that's  on  the 
iuse.  A  wider  choice  of  entrees.  Plus  electronic  headphones. 

And  starting  April  1st,  you'll  be  able  to  reserve  your  seat 


in  advance  on  both  Royal  Class 
and  Business  Class. 


The  difference  is 
arriving  relaxed  in  the 
heart  of  Europe. 

Flying  KLM  to  Amster- 
dam gives  you  quick,  conve- 
nient connections  to  80  other 
European  cities,  and  most  are  no 
more  than  90  minutes  away.  If  you're 
not  making  immediate  connections, 
ask  how  you  can  Stay-On-The-Way 
overnight  free  in  Amsterdam. 

The  difference  is  flying  747's. 

KLM's  747's  fly  non-stop  to 
Amsterdam  from  Atlanta,  Chicago,  Houston, 
Los  Angeles,  and  New  York.  So  on  your  next  trip  to 
Europe,  the  Middle  East,  Far  East  or  Africa,  travel  in  comfort 
on  KLM— a  better  way  to  fly.  Call  your  travel 
agent  or  KLM  Royal  Dutch  Airlines. 

The  Reliable  Airline.  KLIVI 

Royal  Dutch  Airlines 


BELLSOUTH  TECHNOLOGY 
THE  STRENGTH  OF  OUR  NETWORK 
AND  THE  KEY  TO  OUR  FUTURE. 


BELLSOUTH 


WE'RE  THE  RIGHT  COMPANY  IN  THE  RIGHT  PLACE  AT  THE  RIGHT  TIME. 


Created  as  a  result  of  the  breakup 
of  the  Bell  System,  the  BellSouth 
Corporation  is  a  company  with 
some  very  impressive  numbers. 

Our  assets  are  some  $21 .5  billion. 
We  serve  13.5  million  customers.  And 
we're  comprised  of  two  of  the  top- 
earning  Bell  operating  companies: 
Southern  Bell  and  South  Central  Bell. 

We  are  also  fortunate  to  be  serving 
the  nine-state  Southeast  region,  one 
of  the  fastest  growing  areas  in  the 
nation.  In  fact,  Census  Bureau  esti- 
mates indicate  that  the  region's  pop- 
ulation will  increase  by  14  million  by 
the  year  2000. 

BellSouth  is  big.  Strong.  And  con- 
fident that  we  will  continue  to  build 
on  our  current  strengths. 

OUR  NETWORK 
IS  OUR  STRENGTH. 

How  do  we  plan  to  keep  growing? 
For  starters,  we've  spent  $15  billion 
to  keep  our  service  ahead  of  demand 
over  the  last  five  years.  In  fact,  two- 
thirds  of  our  plant  investment  is  un- 
der five  years  old. 

The  key  to  our  strength  is  our 
innovative  technology  Our  region 
pioneered  many  of  the  major  field 
trials  AT&T  conducted  in  the  past  15 
years.  FORTUNE  magazine  de- 
scribed us  by  saying  we  "embrace 
high  technology  with  the  fervor  a 
fundamentalist  preacher  reserves 
for  Holy  Writ." 

Our  achievements  prove  it.  Today, 
our  region  has  97%  Touch  Tone® 
capability.  Over  70%  of  customer 
access  lines  can  already  provide 
56  kilobit  data  service,  and  this  will 
reach  90%  by  1985.  Our  network 
already  includes  over  34,000  kilo- 
meters of  optical  fiber. 

OPPOSITE:  Growing  from  a  solid 
base  in  telecommunications, 
BellSouth  is  leading  the  way  in 
such  advanced  communications 
technologies  as  high-speed  data 
transfer  and  fiber  optics. 


WE  ARE  MARKETING 
TECHNOLOGY  TODAY. 

Divestiture  makes  these  accom- 
plishments even  more  significant.  In 
serving— and  anticipating— the 
customer's  needs,  we've  not  only 
kept  up  technologically,  but  we've 
surged  ahead. 

For  example,  in  Miami,  Florida, 
we  provided  the  fiber  optics  system 
for  high-speed  communications 
throughout  the  financial  district. 

At  the  Knoxville  World's  Fair,  we 
pioneered  the  first  commercial  use 
of  solar-powered  lighting  for  public 
phone  booths. 


In  South  Florida,  BellSouth  is  part 
of  the  first  commercial  application  of 

videotex,  a  system  which  uses  a 
normal  television  set  and  a  keyboard 
to  bring  a  world  of  services 
into  homes  and  businesses. 

Our  new  subsidiary,  BellSouth 
Mobility  Inc,  is  a  leader  in  the  devel- 
opment of  the  exciting  mobile  and 
portable  telephone  market. 

Working  within  the  legal  and  reg- 
ulatory framework  of  divestiture,  we 
are  exploring  other  marketing  op- 
portunities, too.  We  have  the  capa- 
bility to  market  services  which 
telephone  companies  have  used 
internally— such  as  billing  for  other 
long-distance  carriers  and  a  mecha- 
nized system  for  keeping  records  of 
outside  plant  locations  for  other  util- 
ity companies.  Another  opportunity 
involves  wiring  buildings  so  that  a 
number  of  businesses  could  share 


systems  such  as  PBX  service,  elec- 
tronic mail,  facsimile  and  teleconfer- 
encing—services  that  normally  only 
large  companies  can  afford. 

STRATEGIES  FOR  GROWTH. 

In  the  coming  Information  Age, 
BellSouth  intends  to  be  competitive, 
but  without  compromising  our 
standards  of  service  and  quality. 

First,  we  will  maintain  our  solid  rec- 
ord of  performance  in  the  critical 
start-up  years,  which  means  we  will 
be  service-oriented  and,  above  all, 
financially  driven.  Second,  ourfocus 
will  continue  to  be  on  the  telecom- 
munications business  for  the  foun- 
dation of  our  profits. 

This  means  that  we  will  work  to 
hold  onto,  and  enhance,  business 
segments  which  offer  sizeable  market 
growth  opportunities.  For  example, 
we've  announced  another  new 
subsidiary,  BellSouth  Advertising  & 
Publishing,  for  directory  operations. 
We  plan  to  market  telecommunica- 
tions equipment  to  our  customers. 
We  also  plan  to  serve  the  needs  of 
long-distance  carriers  so  thoroughly 
and  at  such  attractive  pricesthatthey 
will  not  be  tempted  to  bypass  us. 

A  PROUD  HERITAGE 
AND  A  BRIGHT  FUTURE. 

While  our  business  will  continue  to 
be  telecommunications,  BellSouth 
will  explore  new  ventures,  new 
growth  markets  and  new  business 
opportunities  in  the  '80s  and  beyond. 
Our  goal  is  sound  and  profitable 
growth,  and  we  are  dedicated  to  it; 
we  believe  that  our  strengths  and 
our  skills  guarantee  it. 

To  learn  more  about  BellSouth, 
ask  your  broker  or  write:  Mr.  L.  E. 
Spradlin,  Director  of  Investor  Rela- 
tions, BellSouth  Corporation,  675 
West  Peachtree  Street,  N.E.,  Atlanta, 
Georgia  30375. 


recruit's  practice  or  his  game. 

UNLV  saves  the  full  court  press  for 
young  recruits  like  John  Williams,  a 
6-foot-8,  230-pound  star  from  Cren- 
shaw High  School  in  south-central 
Los  Angeles.  Williams  is  a  high 
schooler,  and  thus  an  exception  to 
Tarkanian's  habit  of  going  for  older 
players.  But  he  is  the  inner-city  player 
that  UNLV's  program  thrives  on,  and 
he  isn't  far  away,  only  five  hours  from 
Las  Vegas  by  car.  UNLV  has  a  chance 
with  Williams,  but  in  this  case  the 
competition  is  UCLA,  one  of  the 
greatest  college  basketball  showcases 
in  America. 

But  what  good  sales  organization 
wouldn't  have  a  plan  to  counter 
anticipated  competition?  For  the 
last  seven  seasons  UNLV's  home 
games  have  been  televised  to  the 
Los  Angeles  market,  one  of  the 
most  fertile  recruiting  territories 
in  the  country.  UNLV's  play-by- 
play announcer  is  Chick  Hearn, 
famed  voice  of  the  Los  Angeles 
Lakers  professional  team  and  argu- 
ably the  best  basketball  announcer 
in  the  country.  And  unlike  UCLA, 
which  sells  live  broadcasts  of  its 
home  games  to  pay  TV — which  an 
inner-city  kid  probably  doesn't 
have — UNLV's  games  go  out  for 
free  on  Channel  9.  Not  only  can  he 
see  UNLV  in  action,  he  probably 
can  imagine  Chick  Hearn  calling 
his  own  name  for  200,000  southern 
California  households,  including 
his  friends  and  family.  Not  surpris- 
ingly, the  broadcasts  are  sponsored 
principally  by  Las  Vegas  patrons. 

Now,  how  to  close  a  deal  with  an 
inner-city  kid.  Tell  recruiter  War- 
kentien  about  an  outstanding  ju- 
nior college  player  and  he'll  ask 
where  he  played  high  school  ball.  If 
it's  New  York,  Chicago  or  Los  An- 
geles, or  even  if  it's  Baltimore,  - 
Washington,  Pittsburgh  or  Detroit, 
UNLV  probably  has  an  inside  connec- 
tion. Who's  that?  "If  a  kid  didn't  have 
a  pair  of  sneakers,"  Warkentien  ex- 
plains, "this  is  the  guy  that  bought 
him  the  first  pair."  Chances  are  it's  a 
coach  in  New  York  or  Detroit,  a  play- 
ground director  in  Los  Angeles  or  a 
phone  company  community  relations 
man    in    Baltimore.    If  Tarkanian 
doesn't  have  the  inside  man,  he  won't 
go  after  the  recruit.  The  odds  would 
be  too  long. 

UNLV's  sales  effort  is  as  sophisti- 
cated as  its  R&D.  This  year  the  team 
moved  from  a  6,500-seat  municipal 
arena  to  a  new  18,500-seat  coliseum 
all  its  own,  a  massive  concrete  struc- 
ture known  as  the  Thomas  &  Mack 
Center,  one  of  the  largest  on- campus 
basketball    facilities    in  America. 


Thanks  to  the  new  arena,  UNLV's 
basketball  attendance  this  year  is 
vaulting  into  the  college  top  ten,  up 
with  the  likes  of  Kentucky,  Indiana 
and  Louisville. 

The  arena  itself  begins  to  suggest 
how  good  a  job  UNLV  has  done  sell- 
ing the  program  to  the  community.  It 
was  built  on  land  tied  up  for  the  uni- 
versity years  ago  by  bankers  E.  Perry 
Thomas  and  Jerome  Mack.  It  was  land 
UNLV  couldn't  have  begun  to  afford 
at  today's  prices.  The  arena  is  fi- 
nanced through  $4.5  million  in  annu- 
al federal  slot-machine  tax  rebates 
stemming  from  a  bill  pushed  through 


Tarkanian  and  son,  UNLV  co-captain,  Danny 
Leading  the  nation  in  assists, 
and  the  team  in  grades. 
But  basketball  is  only  a  sideline. 

Congress  by  another  friend,  Paul  Lax- 
alt,  the  state's  senior  U.S.  senator. 
Recently  the  arena  was  dedicated  in  a 
benefit  concert  by  Frank  Sinatra, 
Dean  Martin  and  Diana  Ross,  who 
were  lined  up  for  the  evening  by  uni- 
versity booster  Stephen  Wynn,  chair- 
man of  the  Golden  Nugget.  Says  real 
estate  and  entertainment  magnate  Ir- 
win Molasky,  whose  CBS  contacts  led 
to  the  recent  UNLV-Georgetown  na- 
tional telecast,  "Any  program  needs 
people  to  boost  it,  just  like  any  busi- 
ness needs  people  to  boost  it." 

Even  better  evidence  of  support  is 
in  the  ticket  demand.  If  you  simply 
walk  up  to  the  box  office  with  $150 
for  a  season  ticket,  you  will  get  a  seat 
in  the  nosebleed  section.  Why?  Be- 
cause 5,000  Las  Vegans  were  there 
before  you  willing  to  make  "scholar- 


ship donations"  to  secure  options  on 
the  best  8,000  seats.  They  donate  $1.5 
million,  turning  a  $10  seat  into  a  $20 
scat.  That's  $5  more  than  the  top- 
priced  ticket  at  Madison  Square  Gar- 
den for  a  New  York  Knicks  game. 

At  these  prices  UNLV  patrons  don't 
take  their  seat  assignments  lightly. 
When  alumni  director  Fred  Albrecht 
assigned  new  seats  last  fall,  he  re- 
ceived anonymous  telephone  death 
threats  at  home,  not  a  few  of  them 
perhaps  from  angry  students  who 
were  promised  a  bloc  of  400  sideline 
seats.  Those  student  seats  were 
shunted  to  the  end  zone  when  the 
university  realized  it  could  raise  an 
additional  $200,000  by  selling 
prime  seats  to  well-heeled  donors. 
For  the  more  fortunate,  there  are 
luxury  boxes  leasing  for  $12,500  to 
$30,000  a  year,  not  counting  the 
$25,000  or  so  the  lessee  will  spend 
decorating  and  furnishing  the  box. 

You  can't  help  but  notice  that 
during  every  home  game  the 
UNLV  band  plays  "This  Bud's  for 
You"  twice.  That's  in  exchange  for 
band  uniforms  and  a  $500  donation 
from  Anheuser-Busch.  Every  little 
bit  helps.  If  all  this  sounds  distinct- 
ly commercial,  well,  that's  the  way 
college  ball  is  played  these  days  in 
Vegas.  It's  business.  A  good  busi- 
ness. It's  show  time. 

Can  UNLV  keep  it  up?  Probably 
so.  Sure,  there  are  the  likes  of  play- 
making  guard  Danny  Tarkanian, 
Coach  Tarkanian's  son,  a  near- 
straight-A  finance  major  to  whom 
basketball  is  a  sideline.  When  his 
playing  days  are  over  this  year,  he 
will  go  on  to  graduate  school  or  law 
school  or  to  the  career  of  his 
choice.  Danny  Tarkanian  would 
have  done  so  if  Dr.  Naismith  had 
never  invented  basketball.  But  the 
■    essential  raw  material  of  the  bas- 
ketball business  today  is  that  seem- 
ingly bottomless  pool  of  hungry  in- 
ner-city kids.  For  them  basketball  is  a 
ticket  off  the  streets,  as  it  was  for 
New  York  native  Sidney  Green,  a 
UNLV  star  and  first-round  NBA  draft 
pick  last  year  by  the  Chicago  Bulls. 

What  awaits  the  vast  majority  who 
don't  make  the  pros?  Says  booster  Ir- 
win Molasky,  "These  players  are 
looked  upon  here  as  local  heroes. 
They  can  get  a  job  in  a  hotel  as  a 
dealer.  Around  Las 
Vegas  that  is  a  re- 
spected profession. 
They  make  $30,000 
to  $35,000  a  year. 
The  town  loves 
them.  That's  better 
than  hanging  around 
the  streets."  ■ 
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ROADSIDE  ASSISTANCE 


Authorized  Mercedes-Benz  dealers  tljroughout  the  U.S.  hate  these  special  vehicles-ready  to  come  to  your  aid. 


Mercedes-Benz 

Roadside  Assistance: 
a  commitment 

to  roadside  service 
unprecedented 
in  the  automotive  world. 


Automotive  service  takes  an 
extraordinary  step.  Introducing 
the  first  national  program  of  on- 
the-road  assistance  ever  offered 
by  an  automobile  maker. 

Mercedes-Benz  Roadside 
Assistance:  A  national  toll-free 
hotline,  staffed  by  Mercedes- 
Benz  experts.  A  nationwide  fleet 
of  specially  equipped 
Mercedes-Benz  vehicles,  in  the 
exclusive  service  of 
Mercedes-Benz  owners. 

It  is  a  commitment  to 
Mercedes-Benz  auto- 
mobiles and  owners  far 
beyond  convention.  A  com- 
mitment to  service  at  night, 
on  weekends,  on  holidays.  A 
commitment  made  only  by 
Mercedes-Benz. 

A  SPECIAL  VEHICLE 

Should  your  Mercedes-Benz 
need  service  on  the  road 
anywhere  in  the  United 
States,  Roadside  Assistance 
stands  ready  Monday- 
Friday,  5  p.m.  to  midnight; 
Saturdays,  Sundays,  holidays, 
8  a.m.  to  midnight.  One 
toll-free  800  phone  call 
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connects  you  with  a  Mercedes- 
Benz  technical  advisor.  His  over- 
the-phone  instruction  can  often 
put  you  promptly  back  on  the 
road.  If  your  car  requires  further 
attention,  a  specially  equipped 
Mercedes-Benz  station  wagon, 
manned  by  a  skilled  technician, 
can  be  dispatched  from  a  nearby 
authorized  Mercedes-Benz  deal- 
ership. Across  the  United  States, 


hundreds  of  such  vehicles  are 
poised  for  service. 

Swift,  expert  help.  Just  a  toll- 
free  phone  call  away. 

On  highways,  back  roads,  at 
night,  in  driving  rain.  For  which- 
ever member  of  the  family  is 
behind  the  wheel.  The  phone 
number  is  affixed  to  the 
inside  of  the  glove  com- 
partment. You'll  prob- 
ably never  need  it.  But 
you'll  know  it's  always 
there.  The  800  number 
and  a  full  information  package  are 
available  from  your  participating 
authorized  dealer. 

Roadside  Assistance  works.  It 
has  been  operating  successfully 
for  over  a  year  throughout  South- 
ern California  and  the  Northeast 
(California  and  Northeast  residents, 
please  note:  There  is  a  new  national 
Roadside  Assistance  number.) 

WIDE-RANGING  COMMITMENT 

Extraordinary  though  it  is, 
Roadside  Assistance  is  but 
one  component  of  Mercedes- 
Benz  Signature  Service:  a 
range  of  programs  that  fosters 
a  personal  commitment  from 
Mercedes-Benz  dealers,  man- 
agers, advisors,  and  technicians 
to  their  customers. 

Mercedes-Benz  and  its 
authorized  dealer  network 
stand  behind  their  automobiles. 

Not  with  mere  words.  But 
with  an  ever-ready  fleet. 


Engineered  like  no  other 
car  in  the  world 


Chocolate  chic  is  designer  bonbons  at  $20 
a  pound.  But  here's  to  the  Gordons  of 
Tootsie  Roll,  who  haven  t  forgotten  penny 
candy,  lollipops  and  kids. 


Sticky  business 


By  Jill  Bettner 


SOME  THINGS  DON'T  CHANGE, 
like  Tootsie  Roll.  There  it  is  in 
Chicago,  still  making  penny 
candy  and  lollipops,  still  with  Melvin 
and  Ellen  Gordon  as  chairman  and 
president,  respectively,  who  work  all 
week  in  the  Windy  City  and  fly  back 
for  weekends  at  their  homes  in  Mas- 
sachusetts and  New  Hampshire.  No 
acquisitions.  No  selling  out. 

"We  are  determined  to  remain  inde- 
pendent," says  Ellen,  52, 
whose  father  got  control  of 
the  88-year-old  company 
nearly  half  a  century  ago. 
Sales  last  year  passed  $80 
million,  and  net  climbed  to 
about  $5  million,  both  rec- 
ords. This  year  should  prove 
even  sweeter  with  new  effi- 
ciencies from  a  $10  million 
plant  modernization,  60% 
complete. 

New  machines  now  turn 
out  over  1,000  bite-size  pen- 
ny Tootsie  Rolls  a  minute, 
plus  the  nine  other  size  vari- 
ations— with  the  foot-long 
50-cent  Tootsie  Roll  on  its 
way — as  well  as  Tootsie 
Pops  lollipops,  Mason  can- 
dies and  Bonomo  Turkish 
Taffy.  The  modernizing  was 
paid  for  from  operating 
funds.  Tootsie  hasn't  had 
any  long-term  debt  in  a  de- 
cade, and  there's  nearly  $20 
million  in  the  bank. 

The  candy  world  has  been 
churning  with  acquisitions, 
but  the  Gordons  have  been 
sitting  tight.  Huhtamaki,  a 
Finnish  company,  picked  up 
Clark  bars  and  Milk  Duds 
from  Beatrice  Foods  and 
bubble  gum  from  General 


Mills,  among  others,  while  Nestle 
picked  up  Oh  Henry!,  Bit-o-Honey 
and  others  from  Terson  Corp.  "We 
looked  at  all  those  companies  and 
even  bid  on  a  few,"  Melvin  Gordon 
says.  "We  felt  they  were  overpriced. 
The  people  abroad  [Huhtamaki]  didn't 
realize  what  they  were  paying  for 
what  they  got." 

Tootsie  profits  should  continue  to 
rise,  thanks  not  only  to  the  plant 
modernization  but  also  to  favorable 
raw  material  prices.  Cocoa  is  up  20% 


Tootsie's  President  Ellen  Gordon  and  CEO  Melvin  Gordon 
Are  you  ready  for  the  foot-long,  50-cent  Tootsie  Roll? 


from  a  year  ago.  That  prompted  Nes- 
tle and  most  other  leading  candy  bar 
manufacturers  to  hike  bar  prices  a 
nickel,  to  35  cents.  Tootsie  Rolls, 
however,  contain  less  than  10%  co- 
coa. The  major  ingredients  are  corn 
syrup  and  sugar,  and  their  prices  are 
relatively  stable  today. 

These  are  sweet  times  for  candy- 
makers.  Per  capita  candy  consump- 
tion of  16.7  pounds  in  1982  was  the 
highest  since  1977.  But  the  excite- 
ment is  in  the  superexpensive  choco- 
lates like  $20-a-pound  Michel  Gue- 
rard.  And  the  number  of  kids  is 
shrinking.  It  is  the  kids  who  chew 
penny  Tootsie  Rolls. 

Now,  the  Gordons  say,  they  are 
looking  more  seriously  at  acquisi- 
tions. "But  there  aren't  too  many 
brand  names  like  ours  left,"  notes 
Melvin  Gordon,  64,  a  tad  wistfully. 
"The  analysts  tried  to  pressure  us  to 
buy  something  several  years  ago. 
'Why  don't  you  leverage  the  com- 
pany?' they  said.  'Look  what  every- 
body else  is  doing.'  Well,  when  inter- 
est rates  went  sky-high,  the  leveraged 
companies  went  into  a  lot  of  debt,  and 
some  didn't  survive.  We're  glad  we 
didn't  yield.  We  feel  we  can  make  a 
fairly  substantial  acquisition  now 
without  getting  heavily  into  debt.  We 
don't  believe  in  it." 

The  Gordons  can  afford  to 
be  picky  and  patient.  They 
own  47%  of  Tootsie.  The 
stock,  recently  trading  at 
$17  on  the  Big  Board,  about 
IVi  times  book  value,  is  up 
21%  over  a  year  ago.  Nor  do 
they  show  signs  of  boredom. 
They  have  been  commuting 
to  Chicago  headquarters 
from  the  East  Coast  since 
1968.  "The  airlines  love  us," 
says  Ellen  Gordon.  "We  col- 
lected enough  discount  cou- 
pons to  take  the  whole  fam- 
ily to  Hawaii  for  Thanksgiv- 
ing— two  days,  it  was  all  any 
of  us  could  spare." 

Ellen  Gordon  took  over  as 
president  in  1978  when 
Melvin  Gordon  sold  his 
family's  hosiery  company 
so  they  could  both  concen- 
trate on  Tootsie  full  time. 
Neither  has  immediate 
plans  to  retire  and  turn 
Tootsie  over  to  their  four 
daughters,  but  that  could 
happen.  "I  wouldn't  be  sur- 
prised; one  or  more  could 
become  involved,"  Ellen 
says.  Anyway,  Tootsie's  not 
for  sale.  "We  won't  even 
talk,"  Mom  says,  and,  as 
usual,  Pop  agrees.  ■ 
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"Some  days  I'm  really 
glad  my  electronic 
typewriter  is  a 
Canon  AP  300." 


A  touch  more  advanced.  A  touch  more  affordable. 

When  there's  a  crisis  in  the  office,  and  the  typing  has  to  get  done  in 
a  hurry  and  get  done  right,  that's  when  the  Canon  AP  300  shines 
brightest.  Because  Canon  gives  you  advanced  electronic  features 
you'd  have  to  pay  much  more  for  on  other  office  electronics. 

Look,  for  example,  at  the  AP  300's  15-character  display  that 
enables  you  to  correct  errors  before  they  reach  the  page.  And  a  full 
one-line  correction  memory  that  allows  you  to  erase  by  simply 
touching  one  "cancel"  key.  Then  consider  a  list  of  other  automatic 
features  like  decimal  tab,  centering,  indenting,  underlining,  right 
margin  justification,  and  many  more. 

If  you  have  more  complicated  typing  needs,  Canon  has  a  full  line  of 
typewriters  that  are  already  helping  major  companies  like  General 
Foods,  Value  Line,  and  Grey  Advertising  to  work  better 

So  don't  wait  for  a  crisis  in  your  office  to  get  Canon  electronic 
typewriters.  Call  today,  for  more  information. 

You'll  see,  Canon  is  a  touch  more  advanced,  and  a  touch  more 
affordable.  Which  will  make  you  a  touch  smarter 

Call  1-800-323-1717,  Ext.  301. 

(In  Illinois,  call  1-800-942-8881,  Ext.  301.) 

Canon  U  S  A  .  Inc. .  One  Canon  Plaza  Lake  Success.  NY  11042/  140  Industrial  Or  ,  Elmhurst.  IL  60126/123  PaulannoAve  East. 
Costa  Mesa.  CA  92626/  6380  Peachtree  Industrial  Blvd  .  Norcross.  GA  30071/ 2035  Royal  Lane.  Suite  290,  Dallas.  TX  75229 
©  1984  Canon  U  SA.  Inc. 


Canoit 

A  touch  more  advanced. 


On  the  Docket 


In  the  early  Seventies  Zenith  filed  a  dump- 
ing case  against  Japanese  television  set 
manufacturers.  After  years  of  weak  recep- 
tion, the  issue  is  back  in  focus. 


One  to  watch 


By  Richard  Greene 

Some  16  years  ago  Zenith  Corp. 
was  convinced  that  low-priced 
television  sets  from  Japan  were 
destroying  the  U.S.  market.  The  com- 
pany petitioned  the  U.S.  Treasury  De- 
partment for  relief.  Later  it  also  filed 
dumping  claims  against  several  Japa- 
nese companies,  including  Hitachi, 
Matsushita,  Sharp  and  Sony. 

Progress  in  this  case  has  been  un- 
usually slow.  Over  the  years,  two 
judges  have  died  and  there  have  been 
numerous  transfers  and  procedural 
delays.  National  Union  Electric 
Corp.,  a  co-plaintiff  that  once  had 
over  3%  of  the  domestic  market,  no 
longer  sells  television  sets. 

Then,  in  1982,  it  seemed  as  if  the 
matter  had  finally  been  resolved.  The 
defendants  received  a  summary  judg- 
ment, which  basically  said  there  was 
no  validity  to  the  claims.  But  Zenith 
and  National  Union,  now  a  subsidiary 
of   Sweden's   Electrolux,  plugged 
along.  Then  came  a  surprise:  A  de- 
cision by  the  U.S.  Court  of  Appeals 
for  the  Third  Circuit  has  overturned 
the  summary  judgment  for  all  the 
Japanese  firms  except  Sony. 

There's  big  money  here.  Zenith 
originally  sought  $400  million  in 
damages,  which,  if  awarded  under 
antitrust  laws,  would  treble  to  some 
$1.2  billion.  There's  an  outside 
chance  that,  if  the  decision  is  in  the 
plaintiffs'  favor,  the  courts  might  add 
interest.  With  the  age  of  the  case,  that 
could  bring  the  award  to  $3  billion. 
That's  a  tidy  sum  to  be  divided  be- 
tween two  companies  with  combined 
sales  last  year  of  only  half  that. 

But  a  potential  windfall  is  only  one 
part  of  this  issue.  Obviously,  dumping 


claims  are  political.  If  the  courts  rule 
with  Zenith,  companies  in  other  in- 
dustries— machine  tools,  steel  and 
wire — will  start  studying  statutes  of 
limitations  to  see  if  they  can  file  simi- 
lar claims. 

The  lawyers  representing  the  Japa- 
nese are  with  such  high-powered  firms 
as  Mudge,  Rose,  Guthrie,  Alexander  & 
Ferdon;  Weil  Gotshal  &  Manges;  and 
Whitman  &  Ransom.  They  are  work- 
ing to  restore  the  summary  judgment, 
which  could  take  them  to  the  Supreme 
Court.  But  don't  expect  lots  of  public- 
ity: Japanese  clients  tell  their  lawyers 
to  shun  the  press. 


The  issues  are  complex.  It's  not 
enough  for  a  judge  to  decide  simply 
that  Japanese  manufacturers  were  un- 
derpricing  the  televisions  produced  by 
U.S.  companies.  He  has  to  be  sure 
foreign  sets  are  substantially  similar 
to  U.S.  models.  That  can  lead  to  stud- 
ies of  electronic  circuitry,  stuff  not 
taught  in  law  school. 

If  the  matter  goes  to  trial,  one  of  the 
key  questions  will  be  whether  the 


case  should  be  heard  by  a  judge  or  a 
jury.  The  Japanese  defendants,  natu- 
rally, want  a  judge,  arguing  that  the 
issues  being  debated  are  too  complex 
for  a  jury  to  understand.  Meanwhile, 
there's  no  disputing  the  emotional  ap- 
peal to  a  jury  of  an  old-line  U.S.  firm 
suing  Japanese  competitors. 

Edwin  Rome  at  Philadelphia-based 
Blank,  Rome,  Comisky  &  McCauley 
heads  Zenith's  legal  team.  He  says  his 
opponents'  strategy  has  been  to  kill 
time.  "The  Japanese,"  he  says,  "have 
spent  millions  on  their  defense, 
which  they  seem  to  view  as  just  an- 
other cost  of  doing  business  here." 

Rome  bristles  when  he  talks  about 
the  delays:  "The  defendants  also  re- 
peatedly sought  postponements  be- 
cause they  say  they  have  to  check 
with  Japan,  and  that  takes  time.  What 
about  the  telephone  or  the  Telex?" 

Now  that  tbe  court  has  opened  the 
door  to  a  trial,  Rome  thinks  that  per- 
haps he  can  negotiate  a  settlement. 
That  makes  sense.  When  this  trial 
started,  Rome  was  54.  He's  now  68.  In 
14  more  years,  he'll  be  82. 


Labor's  love  lost 

Tlhe  law  is  clear-cut  when  it  comes 
to  recognizing  labor  unions.  Once 
the  majority  of  a  company's  workers 
vote  in  a  fair  election  to  have  a  union, 
they  have  one,  and  their  employer  is 
bound  to  negotiate  with  it.  But  what  if 
a  company  makes  it  impossible  for 
workers  to  hold  a  fair  election,  as  J. P. 
Stevens  was  accused  of  doing  for 
much  of  the  Seventies? 

This  has  been  one  of  the  hottest 
issues  in  labor  law.  Unions  argue  that 
if  the  National  Labor  Relations  Board 
believes  there  is  no  opportunity  for  a 
fair  election  and  there  is  no  other 
way  of  measuring  workers'  senti- 
ment, then  the  NLRB  should  unilat- 
erally set  up  a  union.  Several  years  ago 
a  federal  court  of  appeals  upheld  this 
authority.  When  the  NLRB  actually 
installed  a  union  at  the  United  Dairy 
Farmers   Cooperative,  management 
lawyers  began  to  shake  in  their  boots. 

Unnecessarily,  it  now  seems.  An- 
other federal  court — this  time  the 
normally  liberal  U.S.  Court  of  Ap- 
peals in  the  District  of  Columbia — 
has  ruled  in  a  case  involving  Conair,  a 
small  manufacturer  of  hair  dryers, 
that  the  NLRB  lacks  the  power  to 
create  unions  when  fair  elections 
can't  be  held.  The  agency  probably 
won't  fight  the  decision.  "The  NLRB 
is  more  conservative  these  days,"  says 
Jerold  Jacobson,  a  lawyer  with  Gug- 
genheimer  &  Untermyer.  "They'll 
probably  use  this  decision  to  drop  the 
whole  issue." — R.G. 
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^  Iff  ■ 


Why  have  one  commercial  real  estate  professional 
looking  out  for  you  when  you  can  have  over  1000? 


New  America  Network  is  a  truly 
innovative  concept:  more  than  100  of 
the  nation's  most  prestigious  indepen- 
dent commercial  and  industrial  real 
estate  firms  incorporating  more  than 
1,000  professionals  working  for  you. 
To  sell  your  properties.  To  locate  sites. 
To  perform  any  professional  real  estate 
function.  Throughout  the  United 
States  and  beyond. 

New  America  Network's  profes- 
sional, coordinated  national  marketing 
team  works  in  tandem  with  every 


member  broker.  Client  parameters  are 
entered  into  our  centralized  computer 
data  base,  which  is  automatically 
accessed  for  matching  client  needs 
with  availabilities  on  a  national  basis. 

New  America  Network  has  sold 
or  located  property  for  many  Fortune 
500  companies,  syndicates  and  indi- 
vidual investors... locally,  regionally, 
nationally  and  internationally.  Our 
proven  track  record  of  outstanding 
accomplishments  is  reflected  in  bur- 
geoning sales  performance  and  the 


quality  of  our  clients  and  member 
brokers. 

To  learn  more  about  New  America 
Network  and  how  its  resources  can 
produce  results  for  you,  call  or  write 
today.  New  America  Network,  Inc., 
Box  950,  Hightstown,  NJ  08520. 
Call  toll-free 
800-626-9679. 
In  New  Jersey: 
609-448-4700. 


NEtV^MERICttX 
NETWORK  A\ 


America's  Largest  Commercial  Real  bstate  Matchmaker 


Offering  no  M.B.A.,  a  business  school  in  the 
Arizona  desert  turns  out  trained  interna- 
tionalists— but  the  school  is  better  known 
in  Brussels  than  in  its  hometown. 


The  Thunderbird 
mystique 


By  Anne  Bagamery 


Ever  been  bored  by  the  provin- 
cialism of  some  business 
school  students?  Their  talk  of 
career  paths  and  growth-share  matri- 
ces? Then  eavesdrop  on  chitchat  in 
the  coffee  shop  of  the  American  Grad- 
uate School  of  International  Manage- 
ment's Thunderbird  campus  in  Glen- 
dale,  Ariz.  One  student  mentions  he 
might  want  to  work  in  Paris  after 
graduation;  four  other  students  im- 
mediately volunteer  names  of  friends, 
business  contacts  and  favorite  restau- 
rants. Students,  even  the  Americans, 


trade  greetings  and  insults  in  French, 
Spanish  and  Japanese.  "It  gets  to  the 
point,"  says  one  student,  with  mock 
exasperation,  "where  you  want  to  roll 
your  eyes  and  say,  'Yeah,  yeah,  so  who 
else  do  you  know  in  Thailand,  and 
how's  your  Mandarin  Chinese  these 
days?'  " 

Welcome  to  Thunderbird,  at  38  one 
of  the  youngest  graduate  schools  of 
business  in  the  U.S.  and  a  trailblazer 
in  management  education.  In  some 
respects,  Thunderbird  rivals  or  even 
surpasses  such  bastions  of  prestige  as 
Harvard  and  Stanford  business 
schools.  But,  says  President  William 


Voris,  "We're  better  known  in  Brus- 
sels than  we  are  in  Glendale." 

Each  year  Thunderbird's  intensive, 
12-month  program,  combining  busi- 
ness courses  with  area  studies  and 
languages,  attracts  close  to  1,000  stu- 
dents. They  earn  a  master's  degree  in 
international  management  (M.I.M.), 
the  only  degree  offered  at  the  school, 
and  go  on  to  jobs  with  multinational 
corporations  and  banks  in  the  U.S.  or 
abroad.  T'birds,  as  the  school's  17,000 
graduates  call  themselves,  now  work 
in  nearly  every  country  in  the  world. 

Although  business  courses  are 
taught  in  English,  all  students  are  pro- 
ficient in  a  second  language  and  many 
speak  three.  A  third  of  the  students 
are  foreign  nationals  from  50  coun- 
tries; the  rest  are  Americans,  most  of 
whom  have  lived  or  traveled  abroad. 
Although  some  graduates  want  to  be- 
come chief  executive  officers,  the  ma- 
jority are  not  conventional  fast-track- 
ers: Interesting  international  jobs  are 
their  goal. 

"It's  like  a  small  United  Nations 
here,"  says  Kathy  Parker,  32,  a  1983 
graduate  who  grew  up  in  Latin  Amer- 
ica and  wants  to  work  in  government. 
"I  don't  know  when  any  of  us  will  be 
in  an  environment  like  this  again." 

There  is  a  "Thunderbird  mys- 
tique." Voris,  a  Ph.D.  with  experience 
in  international  business  and  educa- 
tion, explains:  "A  kid  comes  here  be- 
cause maybe  he  met  one  of  our  gradu- 


William  Voris,  president  of  the  American  Graduate  School  of  International  Management.  (Thunderbird) 
"We  are  not  turning  out  you-  standard  number-crunchers." 


FORBES,  FEBRUARY  13,  1984 


A  free  ride  on 
Oantas  and  TW\? 


Iwtfiing's 

The  Frequent  Flight  Bonus"  Program. 

Latest  in  a  long  line  of  cheap  stunts  to  lure 
business  travelers  to  Australia.  And  louse  up  my 
peace  and  quiet. 

Qantas  has  joined  with  TWA  (an  airline 
that  should  know  better)  to  offer  free  discounts. 
And  free  2-for-l  tickets.Trips  to  places  like 
New  York,  London,  Paris,  Rome,  Athens,Tahiti  , 
and  (unfortunately)  Australia  and  The  Great 
Barrier  Reef. 

Even  free  round-the-world  First  Class 
tickets  for  two! 

What  the  fine  print  doesn't  tell  you  is  that 
they  won't  pay  a  cent  toward  your  passport. 
Or  that  suit  you  want  tailored  on  Saville  Row. 
Or  the  opals  you  can  t  resist  in  Australia. Or 
that  side  trip  to  the  Greek  Islands. 

So  before  you  jump  willy-nilly  into  this 
Frequent  Flight  Bonus  Program,  pick  up 
an  application  at  any  Qantas  or  TWA  office 
and  read  it.  Every  word.  Every  detail. 

You'll  probably  decide-as  I  have- 
to  give  both  airlines  the  big 
thumbs  down. 

Koalas  Against 
Qantas  and  TWA. 


The  Australian  Airline. 


Qantas  and  TWA  Frequent  Flight  Bonus  Program. 
You  earn  credit  for  every  mile  you  fly  anywhere  on  the  worldwide 
route  networks  of  Qantas  and  TWA.  This  program 
available  only  to  U.S.  residents. 


Thirds  chatting  with  visiting  instructor  Hideo  Itokawa  of  Japan 
No  more  ugly  Americans. 


ates  backpacking  in  Afghanistan.  His 
roommate  is  from  Nigeria,  the  guy 
upstairs  is  from  London,  and  his 
teacher  was  a  top  man  at  the  IMF.  If 
he  wants  to  work  in  Japan,  a  hundred 
T'birds  are  there  to  help  him.  We're 
not  turning  out  your  standard 
number-crunchers.  We're  turning  out 
trained  internationalists  who  can 
handle  themselves  in  any  country  in 
the  world." 

T'birds  learn  practical  skills  with  a 
minimum  of  quantitative  analysis.  At 
a  time  when  a  fair  portion  of  Ameri- 
can business  whines  about  the  short- 
term,  numbers-oriented  approach  in- 
culcated at  big-name  business 
schools,  Thunderbird  offers  no 
courses  in  such  current  business 
school  staples  as  econometric  model- 
ing and  strategic  planning.  The  facul- 
ty is  a  mix  of  Ph.D.s,  former  execu- 
tives and  diplomats,  none  of  whom 
would  lose  his  job  if  he  failed  to  pub- 
lish regularly  in  scholarly  journals. 
Guest  lecturers  are  often  working  ex- 
ecutives, all  of  whom — like  Borg- 
Warner  CEO  James  Bere — come  to 
campus  at  their  own  expense. 

Moreover,  because  it  costs  only  a 
third  as  much  to  get  an  M.I.M.  as  an 
M.B.A.— $10,000  at  Thunderbird,  vs. 
$32,000  or  more  at  Harvard  or  Stan- 
ford— T'birds  don't  command,  or  de- 


mand, high  starting  salaries.  While 
last  year's  typical  Harvard  M.B.A.s  be- 
gan at  $35,000,  the  average  T'bird 
signed  on,  often  for  the  same  entry- 
level  position,  at  $27,000.  "Employers 
complain  that  M.B.A.s  are  over- 
priced," says  Carol  Hazelett,  career 
services  director.  "Our  M.I.M.s 
aren't." 

The  number  of  corporate  recruiters 
to  visit  the  campus  doubled,  in  ten 
years,  to  371  in  1982-83.  "These  kids 


seem  very  relaxed  about  where  they 
are  in  life,"  says  James  Hillestad,  head 
of  creative  services  for  New  York's 
Chemical  Bank,  who  in  the  past  few 
years  has  hired  four  T'birds  for  his 
marketing  group.  "They  have  gone 
right  to  the  top  of  their  class." 

Thunderbird  has  a  curious  history. 
The  school's  physical  plant,  on  160 
acres  of  palm-dotted  desert  16  miles 
northwest  of  Phoenix,  was  built  in 
1939  as  a  private  airfield  for  entertain- 
ment types.  James  Stewart,  Cary 
Grant  and  Leland  Hayward  were  three 
of  the  founding  investors.  During 
World  War  II,  when  the  place  became 
a  military  training  field,  Twentieth 
Century-Fox,  as  part  of  its  war  effort, 
gave  the  money  to  build  two  outdoor 
swimming  pools.  After  the  war,  re- 
tired Army  Air  Corps  General  Barton 
Kyle  Yount  persuaded  the  govern- 
ment to  give  him  the  airfield.  He 
raised  $175,000,  mostly  from  individ- 
uals and  banks,  to  start  the  American 
Institute  of  Foreign  Trade,  a  one-year 
graduate  school  to  train  war  veterans 
for  careers  abroad.  (In  1968  the 
school's  name  was  changed  to  Thun- 
derbird, a  name  that  sticks  despite  an 
official  change,  in  1973,  to  the  Ameri- 
can Graduate  School  of  International 
Management.)  Students  took  basic 
business  courses,  but  they  also  stud- 
ied foreign  languages  and  culture. 
"The  general  thought  it  was  a  damn 
shame  that  the  guys  we  had  abroad 
were  making  fools  of  themselves,"  re- 
calls Berger  Erickson,  66,  one  of  the 
school's  first  staff  members  and  its 
unofficial  historian.  "They  really 
were  ugly  Americans." 

Over  the  years,  Thunderbird  added 
apartment-like  dormitories  and  new 
classroom  buildings  to  the  barracks 
and  hangars,  but  the  structure  of  the 
curriculum  has  remained  much  the 


"Our  last  chance  to  be  kids" 


Well,  drivin'  on  this  campus  is  a  real  bitch 
I  just  backed  my  car  up  into  another  ditch 
Walkin '  'cross  the  campus,  Lord,  bless  my  soul 
Please  don 't  let  me  fall  into  another  hole 
I  asked  my  doctor,  "Say,  what  can  I  do? 
I  got  myself  a  case  of  the  T'bird  blues. " 

At  an  average  age  of  27,  they  may  be  a  bit  older  than  the  typical  Animal 
House  extra,  and  they  can  belt  out  drinking  songs  in  seven  languages. 
T'birds  complain — in  songs  like  "The  T'bird  Blues,"  quoted  above — 
about  the  potholes  in  the  parking  lot,  the  food  in  the  dining  hall  and  the 
frequency  of  tests,  and  they  worry  about  getting  a  good  job  after  gradu- 
ation. Yet  their  lightheartedness  and  school  spirit  set  T'birds  a  bit  apart 
from  their  oh-so-serious  brothers  and  sisters  at  Harvard  or  Wharton. 

Any  weekend  night  during  the  school  year  there  will  probably  be  a 
party  thrown  by  one  of  25  clubs  supported  by  each  student's  $25-per- 
term  activities  fee.  Thursday  is  pub  night,  when  T'birds  descend  on  the 
student-run  bar  on  campus  for  beer  (20  foreign  and  domestic  brands, 
including  Watney's  on  tap),  billiards  and  blowing  off  steam. 

The  spirit  continues  after  graduation.  Alumni  celebrate  pub  night 
from  Tokyo  to  Lagos,  Nigeria.  About  150  of  the  New  York  contingent — 
2,000  strong — hold  T'bird  Tuesdays  at  Biff's,  a  watering  hole  in  midtown 
Manhattan.  Unlike  other  business  school  reunions,  which  tend  toward 
sober  discussions  of  economic  trends,  T'bird  Tuesday  is  all  for  fun.  "We 
do  business  from  9  to  5,"  says  a  New  York  T'bird. 

How  does  Thunderbird  foster  such  a  feeling?  Almost  half  the  students 
live  on  campus,  so  the  atmosphere  is  more  small-college  than  commut- 
er-school. Also,  the  mix  of  students  from  all  over  in  an  intensive,  year- 
long program  creates  strong  ties.  Explains  Lee  Youngjohn,  24,  from 
Valparaiso,  Ind.:  "Once  we  leave  here,  we're  out  in  the  real  world.  This  is 
our  last  chance  to  be  kids,  so  we  make  the  most  of  it." — A.B. 
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FORD  VANS  ARE  OUT 
FRONT  IN  DESIGN, 
PAYLOAD  AND  SALES! 

No  other  van  has  Ford's 
"out-front"  design-a 
Ford  exclusive  that 
gives  America's  best- 
built  van  the  biggest 
optional  payload. 
over  2'/2  tons  (E-350). 
That's  over  800  lbs;  more 


than  Chevy's  biggest 
payload! 

Ford  vans  are  built 
with  other  unique  fea- 
tures like  body-on- 
frame  construction, 
rugged  Twin-I-Beam 
front  suspension.  No 
wonder  Ford  Vans  are 
America's  #1  sellers!* 

'Based  on  1983  model  year 
registrations  through  May 


FORD  PARCEL  With  6.9L 
diesel  has  huge  3-.905 
lbs.  payload,  14  ft.  box 
vs.  Chevy's  12  ft. 


Quality  is  Job  1. 

Ford's  commitment  to 
quality  results  in  the 
best-built  American 
trucks,  based  on 
a  survey  of  owner- 
reported  problems 
during  the  first  three 
months  of  ownership 
of  1983  trucks.  And 
the  commitment 
continues  in  1984. 

BUILT  FORD  TOUGH 


Get  it  together- Buckle  upl 


How  to  stay 
on  top  of  your 
inventory 


To  help  give  profits  a  lift,  a  businessperson 
could  use  the  IBM  Personal  Computer. 

With  Inventory  Control  by  Peachtree 
Software  Inc. ,  you  can  stay  on  top  of  it  all. 

Keep  track  of  each  item 
in  stock.  Maintain  vendor 
and  cost  files.  And  record 
period-to-date  and  year- 
to-date  sales  amounts  and 
merchandise  quantities. 
The  IBM  Personal 
Computer  will  also  help  monitor 
sales  performance  and  profit  margins. 
Help  you  decide  when  and  how 
much  to  reorder.  Even  print 
your  management  reports. 
To  take  stock  of  the  IBM 
Personal  Computer,  visit  an 
authorized  dealer  soon.  \bu'll 
see  that  the  quality  is  what  you'd 
expect  from  IBM.  The 

price  isn't.  —  —  — « 


The  IBM  Personal  Computer 
A  U    for  modern  times 


same.  To  counter  criticism  from  em- 
ployers that  T'birds  lack  some  basic 
business  knowledge,  students  enter- 
ing this  fall  may  be  required  to  take 
six  core  courses  in  accounting,  mar- 
keting and  international  finance.  The 
idea  behind  the  proposed  change,  says 
former  Armour  CEO  Clifford  Cox, 
professor  of  world  business,  is  to 
make  the  M.I.M.  degree  competitive 
with  the  M.B.A.  while  retaining  the 
language  and  area  studies  training 
that  make  the  M.I.M.  different. 

Thunderbird's  success  has  created 
competition.  The  Lauder  cosmetics 
family  has  donated  $10  million  for  an 
institute  of  international  manage- 
ment at  the  University  of  Pennsylva- 
nia— "a  carbon  copy  of  our  program," 
says  Voris.  "In  fact,  we  helped  set  it 
up."  Stanford  is  beefing  up  its  interna- 
tional business  offerings.  Even 
schools  like  the  University  of  South 


Thunderbird  can't  afford 
to  lose  enrollment,  or 
tamper  with  its 
internationalism.  "The  day 
we  become  just  another 
business  school,"  says  an 
administrator,  "is  the  day 
people  will  stop  coming." 


Carolina  offer  two-year  M.I.B.S.  de- 
grees— master  of  international  busi- 
ness studies — and  graduate  business 
degrees  with  language  requirements. 

Can  Thunderbird  compete?  Prob- 
ably. But  it  is  poorly  endowed.  De- 
spite corporate  donations  and  past 
support  from  the  American  Manage- 
ment Associations  (with  which  the 
school  is  loosely  affiliated),  Thunder- 
bird's  $2.9  million  endowment 
amounts  to  $2,900  a  student.  By  con- 
trast, Harvard  Business  School  has 
$110,000  per  M.B.A.  candidate.  This 
year,  for  the  first  time,  Voris  is  plead- 
ing for  big  alumni  contributions. 

There  is  talk  of  offering  an  interna- 
tional M.B.A.  But  that  would  mean 
lengthening  Thunderbird's  one-year 
program,  the  brevity  of  which  is  a 
selling  point  to  the  75%  of  students 
paying  their  own  way.  Because  tu- 
ition covers  90%  of  operating  costs, 
Voris  can-'t  afford  to  lose  enrollment. 
Nor  can  he  tamper  with  Thunder- 
bird's internationalism.  "We  may  end 
up  a  smaller  school  in  five  years,"  he 
says,  "but  we  can't  be  much  differ- 
ent." Marshall  Geer,  vice  president 
for  academic  affairs,  is  blunter:  "The 
day  we  become  just  another  business 
school  is  the  day  people  will  stop 
coming  here."  ■ 


For  more  information  on  where  to  buy  the  IBM  Personal  Computer,  call  800-447-4700.  in  Alaska  or  Hawaii.  800-447-0890. 
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Open  the  door  to  a  new  world 
of  investment  opportunity  with 

Futures 

The  magazine  of  commodities  &  options 

For  just  $34,  you  can  enter  a  world  of  fast-paced  invest- 
ment growth  —  the  futures  markets.  Your  $34  brings  you  a 
yield  rich  in  potential ,  a  full  year  of  Futures,  The  Magazine 
of  Commodities  &  Options. 

Each  month  for  an  entire  year,  you'll  be  treated  to  the 
inside  story  on  the  markets  —  stock  index  futures  and  options, 
financial  instruments,  metals,  energy,  agriculture  and  more. 
Special  features  take  you  on  in-depth  explorations  of  new  invest- 
ments avenues.  Intermediate-  to  long-term  price  trend  outlooks. 
Interviews  with  economic  and  political  leaders  like  Milton  Fried- 
man and  Secretary  of  Agriculture  John  Block...  trade  analysts 
like  Martin  Zweig  and  Henry  Kaufman.  The  scoop  from  Capitol 
Hill,  new  trading  strategies.  Everything  you  need  to  know. 

Futures  is  the  bible  of  the  commodities  and  options  indus- 
try... the  only  magazine  devoted  entirely  to  covering  these 
booming  markets.  A  continuing  education  course  without  peer. 
An  indispensable  market  guide  for  more  than  10  years  (formerly 
known  as  Commodities  Magazine). 

If  you're  looking  to  diversify  your  portfolio,  and  gain  more 
leverage  than  is  possible  with  other  investment  mediums  —  the 
futures  markets  are  for  you.  And  Futures  is  the  only  complete 
source  of  information  about  this  exciting  investment  vehicle. 


To  Order  Your  Subscription  Call  Toil-Free 
800-553-1789 

In  Iowa  call  319-277-6341 


The  possibilities  futures  offer  as  an  investment  medium 
excite  me.  And  I  need  Futures  to  lead  the  way.  Please 
enter  my  subscription  immediately. 

□  My  check  for  $34  is  enclosed.    □  Please  bill  me. 

□  Charge  to  my  MasterCard/Visa  account. 


Acct.  No. 
Signature  . 
Name  


Exp.  Date 


Address  . 
City  


State  Zip  

New  subscriber?  only.  Foreign  Subscribers  add  SI5  per  vear  for  surface 
delivery.  $5(1 1  per  year  for  AirMail  Canadian  Subscribers  add  it 
paying  with  Canadian  check  currency  All  orders  form  outside  North 
America  must  be  paid  in  U  S  dollars  b\  International  Mones  Order 

Futures 

The  magailneottommodliies  (.options 

219  Parkade  •  Cedar  Falls,  Iowa  50613  F14 


Insuring  worldwide 
should  be  as  comfortable  as  insuring  at  home. 


Being  insured  abroad  doesn't  have  to  mean 
red  tape,  loose  ends  or  language  barriers. 

When  a  company  does  business  with  Chubb 
and  its  affiliates,  they  do  business  in  their  own 
language  and  currency.  They  get  coverages  that 
equate  with  what  they're  used  to  at  home.  They 
get  Chubb's  strengths  in  domestic  insurance- 


individually  tailored  coverage,  sensitivity  to  the 
unique  needs  of  an  industry,  and  fast,  fair  claims 
handling  with  no  surprises— around  the  world. 

This  is  true  both  for  our  North  American  clients 
doing  business  overseas  and  for  our  insureds  from 
abroad  doing  business  in  the  U.S. 

In  short,  Chubb  eliminates  the  culture  shock  of 
foreign  exposures  and  regulations  when  protecting 
your  corporate  assets  and  profits  overseas.  For  over 
a  century  we've  enjoyed  a  reputation  for  the  highest 
standards  of  client  service.  We've  maintained  that 
reputation  by  making  our  clients  comfortable 
their  insurance- both  domestically  and 
ternationally. 

For  worldwide  insurance  from  the  world 
insurance  company,  contact  your 
9nt  or  broker  about  Chubb. 
The  high  insurance  standards 
your  company  maintains  at  home 
needn't  be  compromised  when  you 
venture  abroad. 

This  is  how  we  think  at  Chubb. 


k: 

CHUBB 


Group  of  Insurance  Companies 

Warren,  New  Jersey  07060 


Merrill Lynch's Joe  Wilson  created  the  TJGR. 
He  knows  how  to  market  Treasury  bonds  the 
way  some  folks  market  toothpaste. 


Kittens, 
anyone? 


By  Pamela  Sherrid 


Not  many  New  York  invest- 
ment bankers  can  conduct 
business  each  winter  from  the 
screened  sun  porch  of  a  Florida  island 
home.  But,  then  again,  most  invest- 
ment bankers  have  not  single-handed- 
ly created  a  new,  billion-dollar  finan- 
cial instrument. 

Freewheeling  Joe  Wilson  of  Merrill 
Lynch  spends  the  days  of  January  an- 
gling for  game  fish  in  the  azure  Gulf  of 


Mexico  and  working  on  big  deals  by 
telephone.  But  as  the  inventor  of 
Treasury  Investment  Growth  Re- 
ceipts, better  known  as  TIGRs,  he's 
entitled.  Most  new  gimmicks  are  the 
result  of  groupthink:  The  guy  who 
gets  the  credit  merely  chaired  the 
meeting.  But  every  once  in  a  while, 
someone  does  get  an  original  idea  and 
makes  it  a  reality.  Wilson's  idea  is  all 
his,  and  it  has  made  millions  for  Mer- 
rill. "Joe  is  unusual,"  says  J.  Speed 
Carroll,  a  lawyer  at  Cleary,  Gottlieb, 


Merrill  Lynch'?,  deep  thinker  Joseph  Wilson 

"If  everyone  were  such  a  free  agent,  we  couldn't  operate,"  says  his  boss. 


Steen  &.  Hamilton.  "Not  many  people 
follow  his  practice  of  just  sitting  and 
thinking." 

Like  many  original  insights,  Wil- 
son's most  lucrative  idea  seems  star- 
tlingly  simple:  He  figured  out  a  fast, 
easy  way  to  turn  interest-bearing 
Treasury  bonds  into  a  series  of  sepa- 
rate zero-coupon  bonds,  each  with  its 
own  maturity.  Merrill  buys  regular 
Treasurys  and  deposits  them  in  a 
bank.  It  then  sells  separate  receipts, 
Wilson's  TIGRs,  against  each  future 
interest  and  principal  payment.  A 
neat  trick  of  packaging.  By  putting  the 
bonds  in  a  trust,  Wilson  calmed  the 
fears  of  Treasury  officials,  who  had 
frowned  on  the  former  practice  of 
physical  coupon  stripping. 

The  new  securities  first  roared  in 
August  1982  when  Wilson  bought 
$500  million  in  Treasurys  and  quick- 
ly repackaged  them  into  a  $2.5  billion 
issue  of  TIGRs.  Within  a  week,  Leh- 
man Brothers  was  selling  its  look- 
alike  LIONs  and  Salomon  was  offer- 
ing CATs.  Tax-exempt  investors 
loved  the  ability  to  match  their  future 
liabilities  with  payments  guaranteed 
by  the  U.S.  government,  and  so  far 
Merrill  has  sold  about  one-third  of  the 
$30  billion  of  TIGR-like  instruments 
outstanding.  This  is  a  highly  profit- 
able business,  because  the  firm  effec- 
tively buys  Treasurys 
wholesale  and  sells 
TIGRs  retail. 
m0  ■  These    days  Wilson, 

56,  is  stretching  his 
!  -«£9Y/d  mind  to  develop  new  ap- 
plications for  TIGRs.  "I 
think  we've  just 
scratched  the  surface," 
he  says,  aware  that  his 
brainchild  lends  itself  to 
much  financial  sleight  of 
hand.  There's  the  Mid- 
west car  dealer,  for  in- 
stance, who  offers 
$2,000  in  Treasurys  as  a 
rebate  to  auto  purchas- 
ers: The  prize  turns  out 
to  be  zero-coupon  re- 
ceipts with  a  face  value 
of  $2,000,  worth  only 
about  $200  today.  "I'm 
surprised  De  Lorean 
didn't  put  up  TIGRs  to 
meet  his  bail,"  quips  one 
corporate  finance  man. 

But  Wilson  is  already 
on  to  more  exotic  stuff. 
Right  now  he's  interest- 
ed in  an  area  he  calls 
"credit  enhancement," 
using  TIGRs  to  help  bor- 
rowers raise  money  that 
they  couldn't  otherwise 
get.  Take  venture  cap- 
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ital.  TIGRs  could  offer  investors  a 
money-back  guarantee.  A  young  com- 
pany would  sell  debt  and  use  a  portion 
of  the  proceeds  to  buy  TIGRs,  guaran- 
teeing the  principal  repayment  in, 
say,  ten  years.  "Under  the  worst  case, 
an  investor  gets  his  capital  back.  In 
the  best,  he  gets  his  capital,  plus  a 
really  big  return,"  Wilson  says. 

One  sticking  point:  Taxes  are  pay- 
able on  the  TIGRs,  as  with  all  zero- 
coupons,  as  their  value  accrues  over 
time,  even  though  the  holder  receives 
no  cash.  That's  why  customers  for 
Wilson's  venture  capital  paper  are 
most  likely  to  be  tax-exempt  institu- 
tions. At  the  moment  Merrill  is  using 
a  variant  of  Wilson's  idea  in  order  to 
help  raise  funds  for  a  European  startup 
company. 

How  about  using  TIGRs  to  help 
mortgage  lenders?  In  Puerto  Rico 
Merrill  has  recently  closed  a  deal  in 
which  bankers  agreed  to  take  a  first 
mortgage  on  a  resort  hotel  if  part  of 
the  proceeds  went  to  buy  TIGRs  with 
a  face  value  equal  to  the  principal  of 
the  mortgage.  "We  couldn't  have 
done  the  transaction  as  a  straight 
mortgage,"  says  Charles  Ramos,  head 
of  the  firm's  Puerto  Rican  operation. 

Wilson  has  another  trick  to  upgrade 
corporate  bond  issuers  to  a  higher 
credit  rating  by  guaranteeing  both 
principal  and  interest.  Just  buying 
TIGRs  to  cover  all  the  cash  outflows 
can't  do  the  trick.  That  would  require 
the  full  proceeds  of  an  issue.  Instead, 
Wilson  would  rely  on  a  key  feature  of 
TIGRs:  The  further  out  their  maturi- 
ties, the  cheaper  they  get. 

Using  TIGRs  to  guarantee  the  last 
20  years  of  interest  and  principal  pay- 
ments for  a  30-year  bond,  for  example, 
would  require  only  30%  of  the  pro- 
ceeds, leaving  a  big  chunk  of  money 
to  invest  in  the  basic  business.  What 
about  interest  payments  for  the  first 
10  years?  Get  banks  to  issue  letters  of 
credit,  says  Wilson. 

In  addition  to  paying  for  the  letter 
of  credit,  a  borrower  would  have  to 
absorb  a  negative  spread  between  its 
debt  and  the  yield  on  its  TIGRs.  Wil- 
son, however,  recently  advised  a  cli- 
ent who  receives  a  positive  spread  on 
the  difference  between  its  borrowing 
costs  and  Treasury's.  But  that  contro- 
versial deal  won't  be  repeated. 

The  borrower  was  a  Puerto  Rican 
development  bank,  and  Merrill  was 
exploiting  a  tax  loophole  that  permit- 
ted U.S.  territories,  which  can  sell 
tax-free  bonds,  to  invest  in  higher- 
yielding  Treasurys  (Forbes,  Jan.  16). 
Wilson  insists  that  his  deal,  which 
was  allowed  to  proceed,  avoided  the 
most  blatant  tax  arbitrage.  But  more 
aggressive  issues  sponsored  by  other 


firms  caused  the  government  to  move 
to  plug  this  loophole  in  December. 

The  whole  area  of  "credit  enhance- 
ment" is  controversial.  "The  question 
is  whether  you  are  doing  something 
for  the  investor  that  he  wouldn't  be 
better  off  doing  for  himself,"  says  a 
critic,  pointing  out  that  sophisticated 
venture  capital  investors  might  prefer 
hedging  their  own  bets  to  buying 
TIGR-backed'protection  from  Merrill. 

To  Wilson  such  questions  are  "all  a 
matter  of  packaging."  Treasury  bonds 
are  no  different  from  soap  and  mouth- 
wash. If  the  public  doesn't  want  his 
innovations,  they  won't  buy  them — 
and  Wilson  tries  to  avoid  fixed-in- 
come Edsels. 

Look  at  the  effort  that  went  into 
TIGRs.  Wilson's  formal  job  is  manag- 
ing director  in  charge  of  international 
project  finance.  A  native  of  British 
Columbia,  he  was  thinking  a  few 
years  ago  about  how  his  Canadian  cli- 
ents could  gain  the  rate  advantage  of 
zero-coupon  bonds,  while  still  issuing 
traditional  interest-bearing  obliga- 
tions. He  reached  an  impasse  when  he 
found  that  fooling  with  an  original 
issue  gave  the  lawyers  fits. 

Then  came  the  idea  of  looking  at 


secondary  issues,  which  meant  that 
the  primary  beneficiaries  were  inves- 
tors instead  of  borrowers.  Wilson  sol- 
diered on  and  eventually  focused  on 
U.S.  Treasurys,  the  broadest,  most  se- 
cure market  around.  He  discussed  his 
scheme  with  Howard  Shallcross,  the 
head  of  Merrill's  government  securi- 
ties division,  but  Wilson  kept  the 
project  going.  "I  knew  that  if  I  were 
right,  this  would  be  something  big," 
he  recalls. 

There  was  little  skepticism  at  Mer- 
rill, because  few  people  knew  what 
Wilson  was  doing.  "I  was  the  only 
person  who  saw  the  legal  bills,"  says 
Robert  Hildreth,  Wilson's  boss.  "If  ev- 
eryone were  such  a  free  agent,  we 
couldn't  operate  efficiently.  But  we 
use  Joe  for  what  he  is  best  at — coming 
up  with  innovative  ideas." 

Since  his  TIGR  success,  of  course, 
Wilson  has  been  recruited  by  other 
firms.  But  he's  not  about  to  move, 
worried  that  he'll  get  bogged  down  in 
the  consensus  decision  making  and 
nosiness  of  a  smaller  partnership.  "I 
don't  like  people  looking  over  my 
shoulder,"  he  explains.  Luckily  for 
Merrill  Lynch,  there's  lots  of  privacy 
in  the  thundering  herd.  ■ 


Profiles 


Can  a  homeless  kid  who  starts  with  one 
pizza  parlor  not  finish  last?  Ask  Tom  Mon- 
aghan,  a  Forbes  Four  Hundred  contender. 


Domino  theories 


By  Richard  Behar 


T|  en  years  ago,  on  a  day  fraught 
with  aggravation,  Thomas 
Monaghan  put  his  fist  through  a 
wall  at  Domino's  Pizza,  Inc.  in  Ann 
Arbor,  Mich.  Who  could  blame  him? 
His  firm  had  recently  limped  away 
from  near-bankruptcy  in  time  to  be- 
gin a  costly  trademark  war  with  Am- 
star  Corp.,  maker  of  Domino  sugar. 
Yet  Monaghan  viewed  his  outburst  as 
another  personal  setback.  "I  was  pret- 


ty temperamental  back  then,"  he 
says,  still  regretful.  "But  that  is  not 
what  I  ever  want  to  be  known  for." 

Instead,  he  now  prefers  to  model 
himself  on  the  likes  of  Walt  Disney, 
Horatio  Alger,  even  Reader  's  Digest.  No 
kidding.  At  46,  though,  Monaghan  is  a 
homeless  kid  turned  centimillionaire 
who  owns  95%  of  America's  second- 
largest  pizza  company  (after  Pizza 
Hut)  and  biggest  pizza  delivery  chain. 
For  years  he  has  been  gobbling  up  self- 
help  books  with  the  gusto  his  cus- 
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No.  4  in  a  Series 


#THE  CADILLAC  LEGACY  OF  QUALITY 

and  what  it  can  mean  to  you. 


It's  craftsmanship 
all  along  the  line. 


Meet  one  of  our 
"Cadillac  Business  Teams." 

They're  not  just  workers.  They're  team  members  at  our 
Livonia,  Michigan  engine  plant.  Each  team  member 
takes  special  pride  in  his  or  her  special  job  and  has 
the  opportunity  to  learn 
other  jobs  outside  the 
team.  This  way  team 
members  can  discover 
and  share  new 
approaches  to  efficiency 
and  quality  improvements 

376  brand-new  Cadillacs  we'll 

never  sell. 

They're  Cadillacs 
we  choose  at  random 
for  special  future 
development  projects, 
testing  and  inspec- 
tions. In  many  cases, 
they  are  completely 
disassembled  after  testing  and  examined  in  the 
smallest  detail.  To  help  ensure  that  tomorrow's 
Cadillacs  will  be  just  as  worthy  of  the  Legacy  of 
Quality  as  are  today's  Cadillacs. 


The  "Green  Room."  If  it  can't  pass, 
it  isn't  Cadillac. 

Cadillac  is  world  | 
renowned  for  the 
form  and  finish  of  its 
body  panels.  To 
maintain  this  high 
standard,  we  inspect 
sample  panels 
daily  in  our  "Green 
Room"  Here,  special 
high-intensity  lighting  reveals  a  panel's  surface 
quality.  Fiaws,  if  any,  are  noted  and  corrected. 

We  take  our  work  home. 

Every  night,  a  number  of  brand-new  Cadillacs, 
produced  that  same  day,  are  driven  home  and 
evaluated  overnight  by  Cadillac  employes-our 
toughest  critics.  And  that  is  good  news  for  all  of  us. 
Because  they  pride  themselves  in  their  craftsman- 
ship. And  what  they  find-good  or  bad-helps 
us  keep  the  name  Cadillac  synonymous  with 
the  word  quality. 

A  special  book  that  explores  many  interesting 
facets  of  Cadillac  quality  is  yours  for  the  asking. 


Quality  pays  off  for  you.  And  for  us. 

Cadillac  quality  takes  many  forms,  but  perhaps 
none  is  more  important  than  Cadillac's  renowned 
attention  to  detail.  Making  sure  that  things  unseen 
have  not  been  left  unattended.  Things  such  as 
engine  and  suspension  components.  Plus  determin- 
ing how  one  component  can  affect  the  quality  of 
another-and  the  entire  car. 

Cadillac  quality  pays  off  for  our  employes,  too, 
with  extra  cash  for  any  outstanding  quality  improve- 
ment idea  that's  put  into  operation.  Payoffs  like  this 
contribute  to  the  kind  of  quality  you  can  expect  in 
any  new  Cadillac-from  Cimarron  to  Seville. 


Cadillac  Quality 
P.O.  Drawer  30091 
Dept.  FR-0213 
Lansing,  Ml  48909 

Name  


Address. 
City  


State_ 


Let's  Get  It  Together  . . .  Buckle  Up. 


Quality  is  one  of  the  reasons  we  say...  BEST  OF  ALL.,. IT'S  A  CADILLAC 
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While our  competition  talks  of  "improving" 
the  large-cabin  business  jet,  we've  created  anewon< 
I  a  k  \  Introducing  the  Falcon 900. 


The  Falcon  900  is  more  than  the  largest,  longest-ranging 
Falcon  ever.  It  is  an  airplane  whose  efficiency,  performance  and 
technology  signal  a  new  era  for  big  business jets. 


On  May  27,  1983,  Falcon  Jet 
announced  a  new  addition  to  the 
legendary  Falcon  family:  the 
three-engine,  intercontinental 
Falcon  900,  which  will  fly  in 
1984.  When  certified  in  1985,  it 
will  introduce  new  technological 
advances  whose  advantages  in 
performance,  fuel-efficiency 
maintenance  and  safety  are 
widely  known,  yet  have  never 
before  been  available  in  a  jet  of 
this  caliber. 

A  quantum  leap 

While  the  rest  of  the  world  has 
made  huge  technological  strides 
in  the  recent  past,  the  large-cabin 
business  jet  has  essentially  re- 
mained mired  in  1960s  technology. 
Cars,  cameras,  computers  and  myriad 
other  high-tech  items  have  become 
sleeker,  more  efficient  and  more 
practical.  Yet  some  of  the  most  popu- 
lar large-cabin  business  jets  are  — 
like  the  big,  gas-guzzling  automo- 
biles of  the  early  1960s — heavy 
bulky  and  overly  dependent  on 
noisy,  fuel-thirsty  engines. 

The  new  technologies  Falcon 
engineers  have  drawn  on  include 
computer-assisted  design  and  manu- 
facture, together  with  modern  con- 
struction materials  such  as  carbon 
fiber,  Kevlar™  and  titanium.  The 
result  is  a  business  jet  fully  one-third 
lighter  than  its  nearest  competitor,  yet 
stronger,  with  an  unlimited  structural 
life,  higher  operating  speeds  and  no 
speed  restrictions  in  turbulence. 

In  addition,  there  are  aerodynamic 
advances,  including  area  ruling  to 


The  Falcon  900  will  fly  8  passengers 
4,83(i  statute  miles  with  \  TR  reserves. 


reduce  drag,  high-lift  devices  to 
lower  approach  speeds,  and  a  com- 
puter-designed wing  which  is  ex- 
tremely efficient  at  high  altitudes 
without  winglets. 

The  combined  effect  of  the  Falcon 
900's  construction  philosophy  and 
purity  of  aerodynamic  design  will 
make  it  the  most  efficient  business  jet 
of  its  size,  able  to  deliver  extremely 
competitive  performance  using  more 
efficient  engines. 

Performance  through  finesse,  not 
brute  force. 

The  first  all-digital  cockpit 

A  second-generation  EFIS  (Elec- 
tronic Flight  Instrument  System)  will 
be  standard  in  the  Falcon  900,  in- 
creasing both  the  quantity  and  qual- 
ity of  information  pertaining  to  flight. 
EFIS  was  first  certified  for  a  business 
jet  on  the  Falcon  100,  and  is  now  in 
use  on  many  airliners,  as  well  as  all 
new  Falcons.  The  Falcon  900  takes 
this  evolution  one  step  further  with 
the  first  fully  digital  avionics  system 
in  a  business  jet,  providing  greater 
reliability,  lower  power  requirements 
and  an  improved  ability  to  interface 
with  other  equipment,  such  as  laser 
navigation. 

Technology  in  the  cabin,  too 

The  Falcon  900  is  a  very  large 
business  jet.  Even  the  Gulfstream's 
duly  vaunted  cabin  offers  no  mean- 
ingful advantage  in  comparison.  In 
fact,  the  900  boasts  greater  headroom 
and  2.  wider  cabin  than  the  Gulf- 
stream,  a  shape  Falcon  engineers 
believe  will  enhance  one's  sense  of 
spaciousness. 

Yet  even  the  largest,  most  luxuri- 


ous business  jet  can  prove  un- 
comfortable if  it  is  not  designed 
with  a  correct  ergonomic  under- 
standing of  man's  relationship  to 
his  environment.  Falcon  Jet  has 
pioneered  the  ergonomically 
efficient,  human-engineered 
cabin,  with  more  usable  space 
and  with  seats,  tables,  galleys  and 
lighting  that  are  all  optimized  as 
to  form  and  function. 
Promises  made,  promises  kept 

The  Falcon  900  will  fly  4,836 
statute  miles  with  eight  passen- 
gers and  NBAA  VFR  reserves.  Its 
fuel  consumption  will  be  mod- 
est, even  Spartan,  by  competitive 
standards.  And  its  three-engine 
configuration  is  a  required  safety 
feature  for  ocean-crossing  airliners 
(FAR  121.161). 

And  because  it  is  a  Falcon,  you  can 
be  certain  the  900  will  live  up  to  our 
word.  All  too  often  a  new  jet  will 
look  excellent  on  paper,  but  prove 
disappointing  in  its  actual  perform- 
ance. The  Falcons,  by  contrast,  have 
consistently  exceeded  their  original 
performance  guarantees. 

An  investment  in  the  future 
For  an  airplane  so  large,  so  ad- 
vanced and  so  truly  international  in 
performance,  the  Falcon  900  can 
be  had  at  a  price  far  lower  than  you 
might  expect.  Dozens  of  early  delivery 
positions  have  already  been  secured 
by  depositors  around  the  world. 

If  you  are  considering  purchasing  a 
full-sized  business  jet  and  would  like 
a  color  brochure  on  the  Falcon  900, 
call  Roy  Bergstrom  at  (201)  288-8479, 
or  send  us  the  coupon  below. 


r 


FalconJet 

Teterboro,  NJ  07608 


□  Please  send  more  information 
about  the  Falcon  900. 

□  I'd  like  to  arrange  a  sales  presentation. 

Name  

Title  


Company. 
Address_ 

City  

Phone (  


.State. 
-)  


-Zip. 


Now  flying  a. 
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Profiles 


tomers  apply  to  a  Domino's  pie.  He 
says  he  wants  to  become  more  posi- 
tive, less  tense,  less  selfish,  and  feels 
he  still  has  a  long  way  to  go. 

Whether  or  not  his  maxims  are 
working,  his  company  is.  Domino's — 
with  revenues  of  $182  million — has 
been  growing  at  a  40% -plus  annual 
rate  since  1978.  In  the  past  two  years 
its  outlets  have  more  than  doubled,  to 
1,180  in  48  states.  Since  about  65% 
are  franchised,  since  long-term  debt  is 
a  mere  $20  million  and  since 
Domino's  is  private,  the  $5.5 
million  profit  that  Mon- 
aghan  claimed  last  year  is 
probably  understated.  And 
pizza  is  an  estimated  $9  bil- 
lion industry  that,  since  the 
late  1970s,  has  grown  faster 
than  any  other  U.S.  fast  food 
segment. 

So  how  did  Monaghan  do 
so  well  in  pizza?  Moral  striv- 
ings aside,  he  found  a  niche 
in  the  market:  free  home  de- 
livery. You  won't  find  tables 
at  a  Domino's  store.  Cus- 
tomers phone  in  orders  for 
his  limited  menu  (two  sizes, 
ten  toppings,  plus  soft 
drinks),  and  delivery  is  guar- 
anteed within  30  minutes. 
That's  it.  Since  patrons  never 
see  the  inside  of  their  local 
Domino's,  rent  can  be  cheap. 
Franchisees,  who  turn  over 
nearly  4%  of  their  gross  to 
Monaghan,  can  open  for  as 
little  as  $75,000,  so  there's 
no  lack  of  eager  bodies  in  the 
training  course. 

Domino's  claims  to  take 
credit  for  half  of  all  the  pizzas 

delivered   in   the  country.   

Since  Pizza  Hut  and  number  three 
Godfather's  Pizza  have  been  studying 
delivery  for  years,  experts  have  urged 
Monaghan  to  diversify  his  operation. 
But  he  is  betting  he'll  reach  his  goal  of 
5,000  outlets,  or  even  surpass  Pizza 
Hut  (now  4,200  and  growing),  long 
before  any  big  challenge. 

In  one  sense,  Monaghan  has  diversi- 
fied. In  October,  with  a  long-term 
note  from  the  National  Bank  of  De- 
troit, Monaghan  paid  $50  million  to 
media  mogul  John  Fetzer  for  the  De- 
troit Tigers,  the  highest  price  ever 
paid  for  a  baseball  club.  One  dream 
down.  "For  the  next  five  years,"  he 
says,  "I  want  to  win  a  pennant,  ex- 
pand this  company  at  a  50%  rate,  add 
our  5,000th  store  and  just  be  an  exam- 
ple to  others  that  you  can  be  both 
honest  and  successful." 


Monaghan  doesn't  drink  or  smoke 
and  recently  gave  up  diet  soda  because 
"it  was  beginning  to  get  the  best  of 
me."  He  jogs  5Vi  miles  each  morning 
and  tries  to  attend  church  daily.  For  a 
man  worth  maybe  $200  million, 
Monaghan  is  unassuming  if  not  plain 
uneasy  at  times,  understandable 
when  you  know  about  his  beginnings. 

Monaghan's  father  died  when  he 
was  4,  ushering  in  a  childhood  in  fos- 
ter homes  and  orphanages,  even  a 
house  of  detention,  "for  running  away 
to  play  basketball."  By  14  he  was  sup- 
porting himself  on  a  work  farm.  At  17 


nomas  Monaghan  of  Domino's  Pizza.  Inc. 
The  diet  soda  was  getting  the  best  of  him. 


he  tried  a  seminary  but  was  thrown 
out  for  heinous  crimes  like  pillow 
fights  and  talking  during  study  hall. 
After  squeaking  through  high  school 
Monaghan  joined  the  Marines,  where 
he  got  his  first  opportunity  to  peruse 
self-help  books.  Shortly  before  leaving 
the  service,  he  decided  to  put  his  new- 
found wisdom  to  work  by  turning 
over  three  years  of  savings  to  an  "oil- 
man" with  lofty  promises.  Naturally, 
he  never  saw  the  man  again.  Lessons, 
lessons. 

In  1960  he  and  his  brother  borrowed 
$900  to  buy  a  small  pizzeria  in  Ypsi- 
lanti,  Mich.  The  following  year  he 
exchanged  his  Volkswagen  for  his 
brother's  share.  Domino's  was  born. 

The  company  expanded  slowly  and 
took  its  knocks.  In  1968  a  fire  wiped 
out  corporate  headquarters  in  Ypsi- 


lanti,  destroying  all  records.  A  year 
later,  a  healthier  Domino's  got  bedaz- 
zled by  Wall  Street's  new  passion  for 
fast  food  stocks  and  wanted  to  go  pub- 
lic. It  grew  quickly — from  12  to  44 
stores — but  management  became  top- 
heavy.  Nobody  seemed  to  be  watch- 
ing the  bottom  line,  save  for  some 
new  store  managers  who  were  pocket- 
ing cash  that  should  have  gone  back 
to  the  firm.  Soon  Domino's  got  be- 
hind in  its  payments,  and  1,500  credi- 
tors, as  well  as  the  IRS,  came  knock- 
ing. "We  fell  on  our  faces,"  Monaghan 
recalls.  "In  one  year  I  went  from  being 
the  boy  wonder  of  Ypsilanti 
to  a  laughingstock."  He  lost 
control  of  the  firm  until  1971 
but  picked  up  a  valuable  les- 
son: "Always  keep  your  eyes 
on  the  operation." 

Growth  took  off  again 
through  most  of  the  1970s, 
and  an  identity  crisis  finally 
got  resolved  in  1980,  when 
the  Supreme  Court  refused 
to  hear  Amstar's  trademark 
complaint.  (At  one  point  a 
lower  court  ruling  had  forced 
Monaghan  to  open  40  outlets 
as  Pizza  Dispatch.) 

Monaghan  long  focused  on 
college  and  military  towns — 
reliable  pizza  markets — but 
has  since  spread  out.  The 
firm  has  not  been  a  force  in 
northeastern  cities,  where 
traditional  mom-and-pop 
pizzerias  are  hard  to  beat,  but 
is  moving  into  Canada  and 
Australia.  The  risks  are 
minimal:  Pizza  is  catching 
on  in  those  places,  and  Mon- 
aghan will  test  the  waters 
with  franchises. 

In  last  year's  hot  new  is- 
sues market,  Kidder,  Pea- 
  body  wanted  to  take  Dom- 
ino's public  at  more  than  50  times 
earnings — which  would  have  made 
Monaghan  worth  $250  million  on  pa- 
per. Moreover,  before  buying  Godfa- 
ther's last  August  for  just  over  $300 
million,  Chart  House's  Don  Smith 
got  Monaghan  on  the  telephone. 
Monaghan  wasn't  interested.  "I'd  like 
to  avoid  going  public,"  he  says,  "but 
at  the  same  time  I  want  to  keep  my 
options  open."  In  other  words,  keep 
those  offers  coming. 

In  a  way,  Monaghan  went  public 
with  the  Tigers  purchase,  launching 
himself  into  the  spotlight  in  a  town 
tough  enough  to  enjoy  a  good  Cinder- 
ella story.  Detroit  is  waiting  to  see 
what  he  does  after  a  two-year  appren- 
ticeship with  Fetzer.  "Maybe,"  Mon- 
aghan says,  "I'll  figure  a  way  to  deliv- 
er pizza  to  the  stadium  seats."  ■ 


128 


FORBES,  FEBRUARY  13,  1984 


The  Strategic  Supplier 
Is  Armed  With  More 
Than  Past  Experience 
To  Respond  To 
Future  Needs. 


Evolving  product  requirements  are  a  moving  target 
in  a  changing  marketplace.  Material  innovations  for 
creative  designs  must  be  based  on  the  commit- 
ment of  time  and  effort  to  get  to  know  an  industry 
inside  out.  Because,  in  the  final  analysis,  thorough 
research  and  innovative  thinking  are  the  bottom- 
line  chemistry  of  advanced  technology. 

GE  Plastics  does  its  homework  to  help  your  com- 
pany keep  moving  forward.  Total  involvement  and 
understanding  of  your  key  challenges  translate  to  a 
diverse  range  of  engineering  plastics.  Moreover, 
we  want  to  share  with  you  the  support  of  GE 
Plastics'  worldwide  application  development 
centers,  customer  testing  and  prototyping  facilities, 
and  one-on-one,  knowledgeable  technical  support. 

The  strategic  supplier  is  one  who  anticipates  where 
you're  going  and  stays  with  you  every  step  of  the 
way.  The  strategic  supplier  is  General  Electric 
Plastics. 


LEXANT  NORYI!  VALOX 

sheet/film/foam/resin  foam/resin 

ULTEIvr  XENOT 
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»  Registered  Trademarks  of  General  Electric  Company 


We  bring  good  things  to  life. 
GENERAL  HI  ELECTRIC 
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AT  FRANK  B.  HALL, 
INSURANCE  IS 

NOT  JUST  ANOTHER 
DULL  SUBJECT 


In  fact,  there's  never  a  dull  moment  at  Frank  B.  Hall,  the  world's  most  inventive 
insurance  services  firm.  We're  busy  setting  the  pace,  developing  new  generation 
protection  for  the  human  and  financial  assets  of  the  corporate  community.  Insurance 
can  be  exciting.  If  your  insurance  services  firm  is  progressive.  So  make  Frank  B.  Hall 
y%yr  Protection  Connection™  to  the  new  world  of  risk  management, 
c  And  share  in  the  excitement. 

Wr\  '"CPhotection 
□QAMI/  D   UAI  I    0  r^r\  mmLonnection- 


The  Protection  ( 


\NK  B.  HALL& CQ  Mc 

ction  is  a  trademark  and  service  mark  of  Frank  B.  Hall  &  Co.  Inc.  ©  Frank  B.  Hall  &  Co.  Inc.,  1983.  All  rights  reserved. 


The  Funds 


The  last  half  of  1983  was  a  wonderful  time  to  be  selling  mutual 
funds.  It  was  not  such  a  wonderful  time  to  be  buying. 


Valiant  efforts 


I 


f  you  invested  in  a  mutual  fund 
for  the  first  time  in  the  middle  of 


By  Barbara  Rudolph 


last  year,  your  decision  may  now  seem  exquisitely  ill 
timed.  Measured  in  terms  of  total  return,  the  average 
mutual  fund  was  down  3.2%  for  the  last  six  months  of 
1983.  Still,  shareholders  are  getting  something  for  their 
money:  The  broad-based  Wilshire  index  was  down  4.4% 
for  the  same  period. 

Of  the  313  funds  listed  on  the  following  pages — all  stock 
and  balanced  funds  rated  in  Forbes'  annual  mutual  fund 
survey — 127  posted  gains  in  the  period.  Because  of  strong 
overseas  markets,  international  funds  did  particularly 
well.  The  Japan  Fund  (included  with  other  closed-end 
funds  on  p.  138),  top  ranked,  enjoyed  a  19.6%  total  return, 
while  Scudder  International  was  up  8.2% . 

It  was  a  tricky  market,  enough  to  throw  some  fund 
managers  with  impressive  long-term  records.  For  example, 
20th  Century  Select,  a  growth  fund  that  averaged  a  24.7% 
average  annual  return  for  the  \Wi  years  ended  June  30,  is 
off  7%  since  then.  The  portfolio  was  managed  no  different- 
ly, says  Vice  President  Robert  Puff,  except  that  the  fund's 
turnover  was  57%  for  the  fiscal  year  that  ended  Oct.  31, 
compared  with  its  usual  rate  of  over  100%.  "The  market 
just  hasn't  been  cooperative,"  Puff  explains. 

Other  top  long-term  performers  stuck  to  their  usual 
strategies  and  enjoyed  better  results.  Mutual  Shares,  for 


example,  is  up  8.8%  since  the  end  of 

  June.  "We've  been  doing  the  same 

things  for  30  years,"  says  Vice  President  Michael  Price, 
referring  to  his  strategy  of  investing  in  bankrupt  compa- 
nies and  special  situations.  Price's  biggest  gainers  included 
Amstar,  a  target  for  leveraged  buyout,  and  Norlin. 

Short-term  performance,  of  course,  is  only  one  indicator 
of  a  manager's  abilities,  and  often  not  a  particularly  good 
one.  Consider  another  fund  that  has  performed  well  over 
the  long  haul — Vanguard's  Explorer  Fund,  which  focuses 
on  emerging  technology  companies.  Its  total  return  for  the 
last  half  of  1983  was  -12.5%.  The  market  decimated  small 
stocks,  says  manager  Frank  Wisneski,  "and  I  am  not  con- 
vinced there  is  anything  I  could  have  done  differently." 

That's  why  redemptions  could  become  a  problem  for  the 
industry.  Many  new  shareholders  are  first-time  investors, 
lured  by  aggressive  advertising  and  performance  records 
piled  up  during  the  recent  bull  market.  "We  have  letters 
coming  in  from  people  who  thought  the  market  was  a  one- 
way street,"  says  Twentieth  Century's  Puff.  "There's  a  lot 
of  educating  going  on,  and  some  Nervous  Nellies  may  end 
up  back  in  money  market  funds." 

For  the  moment,  the  statistics  still  look  good.  Redemp- 
tions ran  about  35%  of  total  sales  last  year.  In  1982  that 
figure  was  close  to  50%.  But  unless  the  industry's  relative 
performance  improves  quickly,  this  ratio  could  rise  fast. 


Six  month  performance  rankings 


While  there  were  dramatic  moments  in  the  second  half  of 
1983,  the  broad-based  Wilshire  index  declined  4.4%. 


But  mutual  fund  shareholders  got  something  for  their 
money.  The  average  fund  listed  here  was  down  only  3.2%. 


Fund  (type) 

Six-month 
— total  return- — 
%  rank 

Assets 
12/30/83 
(mil) 

Fund  (type) 

Six-month 
— total  return — 
%  rank 

Assets 
12/30/83 
(mil) 

Acorn  Fund  (N) 

-2.7% 

172 

$  174.1 

American  Capital  Comstock  Fund  (L) 

4.2% 

41 

$503.6 

ADV  Fund  (N) 

-5.9 

213 

33.0 

American  Capital  Enterpr  Fund  (L) 

-6.2 

218 

613.1 

Affiliated  Fund  (L) 

6.8 

11 

2,076.7 

American  Capital  Harbor  Fund  (L) 

5.0 

28 

185.2 

Afuture  Fund  (N) 

-14  8 

292 

34.6 

American  Capital  Pace  Fund  (L) 

4.4 

37 

1,151.7 

Alpha  Fund  (L) 

-5.4 

208 

22.7 

American  Capital  Venture  (L) 

-7.8 

232 

410.0 

AMCAP  Fund  (L) 

-0.3 

134 

965.1 

American  Growth  Fund  (L) 

0.5 

117 

58.0 

American  Balanced  Fund  (L) 

1.3 

99 

114.5 

American  Investors  Fund  (N) 

-19.5 

305 

116.9 

American  Birthright  Trust  (L) 

-11.2 

264 

155.7 

American  Leaders  Fund  (L) 

6.0 

17 

49.0 

(L)l.oad.    (N)  No  load. 


Sources  Computer  Directions  Adl  isors-  Fokhf*. 
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The  Funds 

Fund  (type) 

Six-month 
— total  return — 
%  rank 

Assets 
12/30/83 
(mil. 

tiinrl  Itimpl 

Six-month 
— total  return — 
%  rank 

Assets 
12/30/83 

lm;i\ 
(mil) 

American  Mutual  Fund  (L) 

4. 1  % 

A  1 

4o 

$871.8 

The  Dreyfus  Leverage  Fund  (L) 

4.2% 

4 1 

$369.6 

American  Natl  Growth  Fund  (L) 

-10.6 

259 

100.9 

lhe  Ureytus  Special  Inc  Fd  |M 

4. 1 

43 

85.7 

American  Natl  Income  Fund  IL) 

3.6 

48 

40.8 

Dreyfus  Third  Century  Fund  (N) 

-2.6 

171 

131.1 

Armstrong  Associates  (N) 

-11.2 

267 

1 1.4 

Eagle  Growth  Shares  (L) 

-5.2 

205 

6.0 

Axe*Houghton  Fund  B  (L) 

-3.3 

182 

147  0 

CdlUll  Ck  nUWitfU  Ddl  TU1IU  ^1.! 

2.0 

86 

04  .u 

Axe-Houghton  Stock  Fund  (L) 

1  1  Q 

—  Id. J 

Zoo 

150.8 

Eaton  &  Howard  Stock  (L) 

2. 1 

83 

70.6 

David  L  Babson  Growth  Fund  (N) 

-2.7 

172 

231.0 

Eaton  Vance  Growth  Fund  (L) 

-1.5 

151 

63.7 

Beacon  Hill  Mutual  Fund  (N) 

0.1 

124 

2.6 

baton  Vance  High  Yield  (L) 

2.6 

75 

22.8 

BLC  Growth  Fund  (L) 

0.9 

106 

19.0 

Eaton  Vance  Inc  Fd  of  Boston  (L) 

1 .3 

99 

37.5 

Rl  ('  Inrntnp  FunH      1  1  1 
DLL  lIHUHlc  rullU 

8.2 

5 

23.4 

1              \/  in  re  Intrpctnrc  1  iidiI        1  1 
I  .1 1 1 M 1    V  Jllll   1IH  t  Mlfn  runu  \' 

2.7 

71 

1  ^1  fx 

Boston  Co  Capital  Apprec  Fd  (N) 

1  T 
1  -O 

yy 

238. 1 

Eaton  Vance  Special  Equities  (L) 

—6.3 

221 

47.7 

Boston  Foundation  Fund  (L) 

5.1 

24 

28.5 

Energy  &  Utility  Shares  (N) 

2.3 

78 

9.0 

Boston  Mutual  Fund  (N) 

-0.9 

144 

5.0 

Energy  Fund  (N) 

0.9 

106 

359.0 

Bruce  Fund  (N) 

-2.4 

166 

1.8 

The  Evergreen  Fund  (N) 

-4.3 

192 

221.8 

Rtill  J2a   Ri>-jr  f'lnir  il  Cr  FunH 

uuii  tv  Dear  l  jpiui  ut  runu  \wi 

-8.8 

245 

7  A  1 

Explorer  Fund  (M) 

-12.5 

276 

7  ah  a 

Bull  &  Bear  Equity-Inc  Fund  [N] 

I  1  o 

I I  y 

5.3 

Fairtield  Fund  (L) 

1  7  w 

—  1  r -o 

oUl 

55.7 

gill        1     I ' .  .   1       1  I  | 

Bullock  Fund  (L) 

-2.8 

174 

142.4 

Farm  Bureau  Growth  Fund  (N) 

-1.6 

156 

47.2 

Canadian  Fund  (L) 

2.9 

65 

26.0 

Fidelity  Contratund 

-1.6 

156 

86.2 

lhe  Cardinal  Fund  (L) 

2.1 

83 

17.7 

Fidelity  Destiny  Fund  (L) 

0.2 

122 

540.4 

Ponlonnial  flrfWAitn  Piinn       (I  1 

v^eiiiciiiiidi  vjiuwui  runu  \Ljj 

-23.5 

312 

22  0 

f  iili'liri     I-  ft  n  1 1 17  _  1  n  f    \-  i  i  1 1 1  1        II  1 

nuciiiy  i  \\  u  1 1  \  - 1 1 1  (.  runu 

3.3 

57 

Century  Shares  Trust  (N) 

D.U 

1  Q 

Zo 

74.4 

riaelity  Fund 

— U.3 

lor 

668.9 

»'  '  1.     _  .  „_  17..  „  J       /  M\ 

Charter  Fund  (N) 

-5.3 

207 

76.9 

r'  ]    | »« ^..,.11,.  f         l      / »  | 

Fidelity  Magellan  Fund  (LI 

-3.7 

185 

1,606.9 

C  hemical  Fund  (L) 

-8.1 

236 

1, 123.4 

Fidelity  Puritan  Fund  (N) 

7.5 

9 

823.1 

C1UNA  Growth  Fund  IL) 

-3.2 

181 

192.4 

Fidelity  1  rend  Fund  (IN) 

1.0 

104 

639.9 

v-i vj i\ /\  income  runu  ii_,j 

0.1 

124 

Avy.z. 

Financial  Dynamics  Fund  iN) 

-1 1.3 

267 

ftl  A 
BZ.^f 

I  he  Colonial  Fund  (L) 

C  1 
3.6 

1 1 

88.2 

Financial  Industrial  Fund  (N) 

— 0. 1 

1 1  ii 
Z14 

358.6 

Colonial  Growth  shares  (L) 

-4.4 

194 

67.5 

Financial  Industrial  Inc  Fd  (N) 

2.8 

68 

219.1 

t~..\.    ..1.'  .                       r.....l      /  x  t  \ 

Columbia  Growth  Fund  (IM) 

-4.8 

200 

145.5 

First  Investors  Discovery  (L) 

-15.0 

293 

35.3 

Commerce  Income  Shares  (L) 

-4.2 

191 

52.5 

First  Investors  Fd  for  Growth  (L) 

-9.8 

251 

95.1 

%    t\Tt\  m  >f  in  \kj  *>  1 1 1  n  pu  n<i  Plan    A  &  R       1 1  1 

v  * •  1 1 1 1 1 km i  >\  t  it  f  1 1 1  runu  i  lull  /\cvn     \*-  ' 

0.6 

1 16 

9.9 

Kirct  Fnvpctnrc  IVIaliir^l  Pot      (1  1 
i  1 1  M  IIIH  Mlln  lidlUIdl  IVCa 

-15.0 

293 

12  4 

Commonwealth  Fund  Plan  C  (L) 

— U.o 

]  A  1 

36.6 

First  Investors  Option  Fund  (L) 

1  1  o 

i  iy 

1 17.2 

Composite  Bond  &  Stock  Fund  (N) 

-2.0 

160 

27. 1 

T1!  a  4    ti       ll    C»  a.    f  1  /Ml 

lhe  44  Wall  Street  Fund  (N) 

-24.4 

313 

181.7 

.  Composite  Fund  (N) 

-4.9 

202 

40.8 

Founders  Growth  Fund  (N) 

-6.1 

215 

47.3 

Concord  Fund  IN) 

-2.5 

169 

1.8 

Founders  Income  Fund  (N) 

3.6 

48 

7.0 

Tin*      nnctpllatinn  f'rnxvth  PH      i  \J  1 

-20.0 

306 

Fnnnriprc   Mntit^t   F  i .  n  i  i       i  \  1 

ruuuuci>  JTiuiudi  runu  i 

3.4 

S4 

142  7 

Corp  Leaders  Trust  Fd  Ser  B  (L) 

5.5 

19 

53.9 

Founders  Special  Fund  (N) 

—15.4 

295 

94.5 

Country  Capital  Growth  (L) 

-5.4 

208 

57.3 

Franklin  Custodian-Dynatech  (L) 

-9.5 

250 

43.9 

Decatur  Income  Fund  (L) 

5.3 

21 

512.0 

Franklin  Custodian-Growth  (L) 

-4.0 

188 

18.8 

Delaware  Fund  (L) 

-8.3 

237 

301.7 

Franklin  Custodian-Income  (L) 

3.1 

59 

71.4 

1>  1  r '1  T.onrl  Fun/1       Ii  \ 

uKiia  i  renu  runu  \L.f 

-20.5 

307 

7  3  Q 

f  o.y 

Franklin  Custodian-Utilities  (L) 

7.7 

8 

zo.o 

.1       ti  1      D|  _  _  .          1    T           J        i  n  I  \ 

de  Vegh  Mutual  Fund  (N) 

-9.0 

247 

62.0 

Franklin  Gold  Fund  (L) 

-6.2 

218 

1 14.5 

Directors  Capital  (N) 

-4.5 

196 

0.4 

Franklin  Option  Fund  (L) 

-0.7 

143 

6.1 

Dividend  Shares  (L) 

1.8 

88 

276.5 

Fund  of  America  IL) 

3.0 

63 

137.7 

Dodge  &  Cox  Balanced  Fund  (N) 

2.2 

81 

19.6 

Fund  of  the  Southwest  (L) 

-7.7 

231 

8.0 

Dodge  &  Cox  Stock  Fund  (N) 

2.8 

68 

27.4 

Fundamental  Investors  (L) 

3.6 

48 

408.0 

The  Drexel  Burnham  Fund  (N) 

-1.8 

158 

75.3 

General  Securities  (N) 

-0.9 

144 

13.0 

The  Dreyfus  Fund  (L) 

4.6 

33 

1,860.6 

Growth  Fund  of  America  (L) 

-0.5 

137 

445.1 

Dreyfus  Growth  Opportunity  (N) 

-0.5 

137 

415.0 

Growth  Industry  Shares  (N) 

-11.3 

267 

63.5 

(L)  Load    (N)  No  load  Sources  Computer  Directions  Advisors;  Fohhfs 
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Our  cars  are  the  same  as  their  cars.  And  our 
convenient  locations  in  major  airports  are  the  same 
as  their  convenient  locations  in  major  airports.  We 
also  give  you  the  same  attention  they  do.  The  big 
difference  is  that  DollarCars  simply  cost  less. 

So  rent  from  Dollar  for  a  change.  You'll  be 
pleasantly  surprised  when  you  see  the  bill. 

For  reservations,  call  your  travel  agent  or  toll-free 
1-800-421-6868. 


Lincoln  Qmtinental  $39  a  day  ? 
Ford  Escort  $28  a  day? 


® 


DOLLAR 

RENTACAR 

You  11  recognize  the  difference. 


In  Europe,  we're  Dollar/interRent 

*Based  on  weekday  rates  and  24-hour  advance  reservation.  Offer  subject 
to  availability  and/or  substitution  of  comparable  models  at  participating  locations. 


H  A  carat  or  more.    ,  r 

because  you  were  never  very  good  at  tractions. 


Vmi  jewvlri  >.n;  sh 


Tt  >■•'      -'.4    -  '  .  \ 


anshow  wu  mim  diamond  solitaires  ot  a  carat  ot  more  I  his  necklace  features  y  1.14  carat  diamond 


A  carat  or  more -one  in  a  million. 

Every  diamond  is  rare. 
But  of  all  diamonds  found,  a  solitaire  of 
a  carat  or  more  is  only  one  in  a  million. 

And,  like  love,  becomes  more  precious 
with  time. 

A  miracle  among  miracles. 
Born  from  the  earth.  Reborn  on  a  woman. 

The  extraordinary  diamond 
of  a  carat  or  more. 

Show  the  world  you  couldn't  have  made 
it  without  her. 

A  diamond  is  forever.  De  Beers 


The  Funds 

Fund  (type) 

Six-month 
— total  return — 
%  rank 

Assets 
12/30/83 
(mil) 

Fund  (type) 

Six-month 
— total  return — 
%  rank 

Assets 
12/30/83 

Guardian  Mutual  Fund  (N) 

1.4% 

92 

JoUV.o 

Massachusetts  Fund  (L) 

7  1°L 

—  1  .id  IQ 

$215.2 

TUp  (  ..  irfii  in  Park  Ave  FH      (1  1 

-1.8 

158 

Mass  Income  Development  (L) 

3.5 

ZUo.O 

Hamilton  Funds  (L) 

-7.1 

225 

111  A 
zzz.o 

Mass  Investors  Growth  (L) 

-6.6 

111 

Oil:  T 

Inhn    13  rt  «  /»  r\  r>  \r    4~1  T  f\\AT  t  M    T<llIlH          II  1 

juim  ndiicuLK  vjiuwim  ruiiu  ) 

-5.5 

211 

JJ.U 

Massachusetts  Investors  Trust  (L) 

0.9 

106 

l   1  1 A  c 
1, 124.3 

Hartwell  Growth  Fund  (N) 

-12.8 

280 

13  6  * 

Mathers  Fund  (N) 

-3.0 

177 

217.2 

H jrtwt'll  Leverage  Fund  (N) 

-23.1 

311 

55  1 

Merrill  Lynch  Capital  Fund  (L) 

a  n 

47 

LI  O.J 

UK  /  ■rnu.tk  Finn!      11  'l 
!Llv3  vj  1 U W  III  rUIIU      [1  1 

-18.2 

304 

OjU.7 

MidAmerica  High  Growth  Fund  (L) 

-2.1 

162 

1  A  1 

IDS  New  Dimensions  Fund  (L) 

-10.9 

262 

ODD  .O 

MidAmerica  Mutual  Fund  (L) 

-0.1 

131 

3  1  7 

IDS  Progressive  Fund  (L) 

1.8 

88 

164  1 

W/ 1      \1  Aril  -1  ri    fnln  til    J  iiii,1  /Ml 

vv  Lj  jviur^dii  vi  ru  win  runu 

-2.9 

176 

/ini  a 

4U 1 .0 

Income  Fund  of  America  (L) 

4.8 

31 

283.3 

Mutual  Benefit  Fund  (L) 

0.1 

124 

10.5 

I  n  torn  rt  1 1  r»  n  d  1   1  ri  i  .nt.irv       1  1  1 
UllcIlldllUllal  lintMiln  [l.f 

-4.8 

200 

742.3 

Mutual  Mi  iri'v  /Ml 

iTlUlUdl    ~  1 1  il  It  s       [  \  J 

o.o 

2 

1A 1  1 
Z4 1 . 1 

The  Investment  Co  of  Amer  (L) 

1.3 

99 

Mutual  of  Omaha  Growth  Fund  (L) 

-8.7 

244 

TflO 

zu.y 

Investment  Trust  of  Boston  (L) 

-8.3 

237 

61  3 

Mutual  of  Omaha  Income  Fund  (L) 

2.0 

86 

A  £  7 

Investors  .Mutual  (L) 

6.2 

16 

1113  2 

Naess  &  Thomas  Special  Fund  (N) 

-17.9 

302 

Investors  Research  Fund  (L) 

-16.5 

298 

36.7 

Nation-Wide  Securities  (L) 

2.8 

68 

36.5 

Investors  Stock  Fund  (L) 

-1.1 

147 

1  439  4 

National  Aviation  &  Technol  (N) 

—  10  8 

261 

Vo.U 

Investors  Variable  Payment  (L) 

-8.4 

240 

m  1  w 

Oct  1  .0 

National  Balanced  Fund  (L) 

2.7 

71 

Z.  1 

iji  Vii(iv\  in  ruiiu  \*-'} 

0.8 

110 

14  2 

\inttt\nit  n  murt  n  1-iirnH       /I  1 
\<III(HI.II  ViMIUUI   I  11 1 1  tl  ^L.l 

-17.1 

299 

HA  7 

ISI  Income  Fund  (L) 

J  2 

81 

7  6 

\Iiiifknil   In,  null'   t  iiiiil       i  1  i 
N.IIM'II.U    lllt<MI|t    I  11 1  HI  ^l.l 

3.1 

59 

JO.J 

ISI  Trust  Fund  (L) 

3.4 

54 

105.2 

National  Industries  Fund  (N) 

-1.5 

151 

30.9 

Ictol  Fund  VI 

isiei  ruiiu    [i \ ) 

-1.5 

151 

1111 

\  a  i  inn  ■<  1   ^.tiii'L    Fiinn       /I  1 
.\JIMIIIJI    TlOtK  rlillU       \Li  J 

-1.4 

150 

11Q  1 
ZZ7.U 

Ivest  Fund  (N) 

-0.5 

137 

192  0 

\   iliikti  i!    I  ,tl  li  Dptiirn  PunH       /I  1 
\  ill  Mill. II    lUldl  KL  1 11  III  rUIIU  \L,} 

1.5 

91 

JOl.J 

lv\r  Fun li      1  VI 

ivy  runu 

6.8 

11 

114  4 

Nationwide  Fund  (L,) 

1.4 

92 

I'XA  1 

1 -j  n  ■  i  v  Fun/i  (Mi 

|diius  ruiiu     ^1  \ | 

-5.1 

203 

290  3 

I\l  'i  f  1 1 1  n  \*'  1 1 1  p  (  ~L  r  (\  \ki  t  ri  F'liiid       IT  1 
,\illl()IIUIUl   vji  U  Will  FU11U       \  I  ■  1 

1.4 

92 

50  7 

JP  Growth  Fund  (L) 

-3.8 

187 

18.3 

NEL  Equity  Fund  (L) 

4.6 

33 

16.9 

Kemper  Growth  Fund  (L) 

—3.1 

180 

.  D 

VII    frnwtli  PimH     if  1 
\I  1    vrrUWlIl  ■  LI  1 1  CI      \l  ( 

—1 1.7 

269 

1 76  4 

Kemper  Summit  Fund  (L) 

-7.4 

230 

152  8 

NEL  Retirement  Equity  Fund  (L) 

-0.1 

131 

69  5 

Kemper  Total  Return  Fund  (L) 

-5.4 

208 

237  2 

\  >>ii  t<  i  rt  li   Putin       1  Ml 

ixcuwiiiii  runu 

-17.9 

302 

23  0 

Keystone  Custodian  Fnds  K-l  (N) 

0.5 

117 

O  /  .  D 

New  Perspective  Fund  (L) 

5.1 

24 

609  7 

Keystone  Custodian  Fnds  K-2  (N) 

-5.6 

212 

141.9 

New  York  Venture  Fund  (L) 

0.0 

128 

88.0 

Keystone  Custodian  Fnds  S-l  (N) 

—4.5 

196 

/  Z..O 

Newton  Growth  Fund  (N) 

-14.3 

289 

29  9 

Keystone  Custodian  Fnds  S-3  (N) 

-2.1 

162 

1  7 

1  DD.  I 

Newton  Income  Fund  Portfolio  (N) 

2.7 

71 

O.J 

Keystone  Custodian  Fnds  S-4  (N) 

-16.3 

297 

0 1  U.O 

Xli^rKiInc  fiiinrl  /Ml 

\itiiiiids  runu     I  '' 

-3.7 

185 

163  7 

Keystone  International  Fund  (N) 

-2.2 

165 

313 

Inrnnip  Piitii~i       /  M 1 

\n .ihiij*!  iiittiiiit  runu  [■^•i 

3.5 

52 

14.6 

Lexington  Growth  Fund  (N) 

-14.2 

288 

35.2 

North  Star  Stock  Fund  (N) 

0.8 

110 

49.5 

Lexington  Research  Fund  (N) 

—0  6 

141 

1117 

Old  Dominion  Investors'  Tr  (L) 

3.6 

48 

A  \ 

Lindner  Fund  (N) 

2.3 

78 

OlD.L 

Omejja  Fund  (N) 

-9.2 

249 

28  6 

Loomis-Sayles  Capital  Dev  (N) 

-10.5 

257 

1  *4o .  / 

i  lie  V7iie  nuiiuicu  cn.  v nit  ruiiu  \w} 

-3.6 

184 

1  3 

Loomis-Sayles  .Mutual  Fund  (N) 

0.1 

124 

7J.J 

TKp  Dnp  HunrlrpH  Fund      ;  \  \ 

i  lie  v^iic  nuiiureu  runu 

-20.8 

308 

12.2 

Lord  Abbett  Develop  Growth  (L) 

-10.5 

257 

351.4 

The  One  William  Street  Fund  (N) 

-0.3 

134 

389.2 

Lord  Abbett  Income  Fund  (L) 

1.4 

92 

jU.u 

Oppenheimer  AIM  Fund  (L) 

-8.0 

235 

280  1 

Magna  Income  Trust  (L) 

1.4 

92 

7  7 

Oppenheimer  Lcjuitv  Income  Fd  (L) 

-11 

147 

62  1 

MagnaCap  Fund  (L) 

4.1 

43 

9.4 

Oppenheimer  Fund  (L) 

-7.2 

227 

302.8 

Mairs  &  Power  Growth  Fund  (N) 

-5.7 

213 

18.9 

Oppenheimer  Special  Fund  (L) 

5.1 

24 

625.7 

Manhattan  Fund  (N) 

0.3 

121 

75.5 

Oppenheimer  Time  Fund  (L) 

-10.2 

253 

183.4 

Horace  Mann  Growth  Fund  (N) 

-7.9 

234 

69.4 

Over-The-Counter  Securities  (L) 

-3.3 

182 

78.7 

Mass  Capital  Development  (L) 

-4.4 

194 

612.7 

Paramount  Mutual  Fund  (L) 

5.4 

20 

101.2 

Mass  FinI  Development  (L) 

-7.8 

232 

212.3 

Partners  Fund  (N) 

2.9 

65 

148.1 

(L)  Load.    (N)  No  load. 

Sources  Computer  Dire 

Moris  Advisor 

s.-  Forbes 

FORBES,  FEBRUARY  13,  1984 
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The  Funds 

Fund  (type) 

Six-month 
— total  return— 
%  rank 

Assets 
12/30/83 
(mil) 

Fund  (type) 

Six-month 
— total  return — 
%  rank 

12/30/83 
(mil) 

Penn  Square  Mutual  Fund  (N) 

4.4% 

37 

$182.2 

Sentinel  Growth  Fund  (L) 

-8.6% 

243 

$41.2 

Pennsylvania  Mutual  Fund  (N) 

1.6 

90 

115.0 

Sentry  Fund  (L) 

-13.1 

281 

30.3 

Philadelphia  Fund  (L) 

—2. 1 

loz 

115.0 

Sequoia  Fund  (N) 

10.9 

1 

350.7 

Phoenix  Convertible  Fund  Ser  (L) 

4.6 

66 

64.6 

Shearson  Appreciation  Fund  (L) 

0.7 

1 13 

116.7 

Pilgrim  Fund  (L) 

—0.3 

134 

41.4 

Sherman,  Dean  Fund  (N) 

-21.9 

309 

4.3 

Pilot  Fund  (L) 

-12.5 

276 

73.8 

Sierra  Growth  Fund  (N) 

-12.5 

276 

6.7 

Pine  Street  Fund  (N) 

-1.5 

151 

45.9 

Sigma  Capital  Shares  (L) 

0.2 

122 

37.3 

Pioneer  Fund  (L) 

i  i 

1 .6 

yy 

1,352.4 

Sigma  Investment  Shares  (L) 

3.0 

63 

55.9 

Pioneer  II  (L) 

2.1 

83 

1,140.0 

Sigma  Special  Fund  (L) 

-4.3 

192 

16.3 

Plitrend  Fund  (N) 

-6.2 

218 

69.3 

Sigma  Trust  Shares  (L) 

3.3 

57 

25.1 

Precious  Metals  Holdings  (N) 

-7.3 

229 

63.0 

Sigma  Venture  Shares  (L) 

-11.0 

263 

55.0 

T  Rowe  Price  Growth  Stock  Fd  (N) 

-4.6 

199 

1,013.1 

Smith,  Barney  Equity  Fund  (N) 

-4.1 

190 

65.7 

T  Rowe  Price  New  Era  Fund  (N) 

1 .4 

92 

485.0 

Smith,  Barney  Income  &  Growth  (L) 

0.8 

1 10 

5.5 

T  Rowe  Price  New  Horizons  Fd  (N) 

—  13.7 

285 

1,355.0 

SoGen  International  Fund  (L) 

2.7 

71 

43. 51 

PRO  Fund  (N) 

-10.1 

252 

32.1 

Southwestern  Investors  Inc  (N) 

3.4 

54 

10.2 

Provident  Fund  for  Income  (L) 

4.4 

37 

111.5 

Sovereign  Investors  (L) 

6.7 

13 

13.2 

Putnam  Convertible  Fund  (L) 

-2.8 

174 

41.7 

State  Bond  Common  Stock  Fd  (L) 

-7.1 

225 

33.1 

The  George  Putnam  Fd  Boston  (L) 

U.U 

izo 

328.8 

State  Bond  Diversified  Fund  (L) 

2.5 

77 

9.9 

The  Putnam  Growth  Fund  (L) 

1  A 

1 .4 

y± 

804.6 

State  Bond  Progress  Fund  (L) 

— 16. 1 

28 1 

7.7 

The  Putnam  Income  Fund  (L) 

1  l 
6. 1 

CO 

by 

152.0 

State  Street  Investment  (L) 

—5.2 

205 

526.0' 

Putnam  Intl  Equities  (L) 

7.4 

10 

44.7 

Steadman  Amer  Industry  Fund  (N) 

-14.7 

291 

11.9 

Putnam  Investors  Fund  (L) 

-8.3 

237 

975.7 

Steadman  Investment  Fund  (N) 

-10.2 

253 

13.5 

Putnam  Vista  Fund  (L) 

—2.5 

169 

164.4 

Steadman  Oceanographic  Fund  (N) 

-17.5 

300 

8.0 

Putnam  Voyager  Fund  (L) 

—  12.3 

275 

218.4 

Stein  Roe  &  Farnham  Cap  Opp  (N) 

-21.9 

309 

292.5 

Qualified  Dividend-Portfolio  I  (N) 

8.7 

3 

52.7 

Stein  Roe  &  Farnham  Stock  Fd  (N) 

-15.5 

296 

269.4 

Quasar  Associates  (N) 

-11.2 

264 

47.1 

Stein  Roe  Total  Return  Fnd  (N) 

-3.0 

177 

93.0 

Research  Equity  Fund  (L) 

-2.0 

160 

62.2 

Stratton  Growth  Fund  (N) 

-2.4 

166 

13.5 

SAFECO  Equity  Fund  (N) 

-0.1 

I3l 

34.0 

Surveyor  Fund  (L) 

-12.0 

270 

100.8 

SAFECO  Growth  Fund  (N) 

2.3 

78 

65.8 

Technology  Fund  (L) 

—5.1 

203 

642.2 

SAFECO  Income  Fund  (N) 

6.5 

15 

21.1 

Templeton  Growth  Fund  (L) 

5.6 

18 

890.6 

St  Paul  Capital  Fund  (L) 

-7.0 

223 

70.2 

Transamerica  Capital  Fund  (L) 

0.7 

113 

43.3 

St  Paul  Growth  Fund  (L) 

-12.2 

272 

76.0 

Transatlantic  Fund  (N) 

8.1 

7 

35.4 

Scudder  Capital  Growth  Fund  (N) 

—3.0 

1 77 

233.7 

Travelers  Equities  Fund  (L) 

—1.5 

151 

49.3 

Scudder  Common  Stock  Fund  (N) 

—4.5 

196 

258.0 

Tudor  Fund  (N) 

-12.2 

272 

91.4 

Scudder  Development  Fund  (N) 

-8.4 

240 

221.1 

20th  Century  Growth  Invest  (N) 

-8.8 

245 

673.8 

Scudder  Income  Fund  (N) 

2.6 

75 

110.2 

20th  Century  Select  Invest  (N) 

-7.0 

223 

743.4 

Scudder  International  Fund  (N) 

8.2 

5 

133.5 

Unified  Mutual  Shares  (N) 

0.9 

106 

10.0 

Security  Equity  Fund  (L) 

-13.9 

287 

246.4 

United  Accumulative  Fund  (L) 

-2.4 

166 

501.0 

Security  Investment  Fund  (L) 

-12.1 

271 

114.4 

United  Contl  Income  Fund  (L) 

1.0 

104 

48.9 

Security  Ultra  Fund  (L) 

- 14.6 

290 

90.4 

United  Income  Fund  (L) 

4.9 

30 

550.7 

Selected  American  Shares  (N) 

8.5 

4 

81.4 

United  Intl  Growth  Fund  (L) 

6.7 

13 

86.9 

Selected  Special  Shares  (N) 

-1.3 

149 

36.6 

United  Science  &  Energy  Fd  (L) 

-4.0 

188 

178.6 

Seiigman  Capital  Fund  (L) 

-13.5 

283 

154.4 

I         ,                 i     |*   .  ..it,        .,     f  1  .1     t'  1-  .......  /Ml 

United  services  Irola  Snares  (IN) 

-10.2 

253 

316.8 

Seligman  Common  Stock  Fund  (L) 

3.1 

59 

428.8 

United  Vanguard  Fund  (L) 

-9.0 

247 

317.3 

Seiigman  Growth  Fund  (L) 

-8.4 

240 

717.9 

The  Value  Line  Fund  (N) 

-13.7 

285 

203.3 

Seligman  Income  Fund  (L) 

2.9 

65 

76.8 

The  Value  Line  Income  Fund  (N) 

-6.1 

215 

126.0 

Sentinel  Balanced  Fund  (L) 

4.5 

36 

13.7 

Value  Line  Levgd  Growth  Inv  (N) 

-10.4 

256 

216.1 

Sentinel  Common  Stock  Fund  IL) 

5.1 

24 

318.9 

Value  Line  Special  Situations  (N) 

-12.6 

279 

337.9 

'Assets  as  of  9/30/83.    (L)  Load    ( N)  No  load.  Sources  Computer  Direction  Advisors:  Forbes 
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The  first  software  that's  truly  compatible  with 
the  ultimate  personal  computer. 


Every  software  ad  you  read  seems  to  be  talking  about 
'integrated  software'.  But  it  was  1-2-3™  from  Lotus® 
that  actually  gave  the  phrase  real  meaning,  because  we 
combined  spreadsheet,  information  management  and 
graphic  functions  in  one  simple,  powerful  program. 

A  program  that  is  faster  and  easier  to  use  than  any 
other  software  available  today. 

In  short,  the  tasks  it  can  perform  are  really  impressive, 
but  why  it  can  perform  them  is  even  more  important. 

Because  we  feel  the  real  criterion  for  any  management 
tool  is  its  ability  to  let  the  human  mind  flourish  and 


accomplish  more  than  it  ever  has  before. 

That's  why  with  1-2-3  the  thought  process  is  not  in- 
terrupted, so  your  mind  no  longer  has  to  wait  for  your 
hands.  To  the  novice,  it  makes  everything  plausible. 
To  the  expert,  it  makes  anything  possible. 

The  results:  Business  decisions  come  faster  and  easier. 

1-2-3  from  Lotus  is  truly  compatible  with  the  most 
important  personal  computer  or  all — the  human  mind. 

And  isn't  that  what  integration  really  should  mean? 

Call  1-800-343-5414  (In  Massachusetts  call  617-492- 
7870)  and  find  out  more  about  1-2-3  from  Lotus. 


■P  Lotus 

The  hardest  working  software  in  the  world. 


1-2-3  and  Lotus  are  trademarks  of  Lotus  Development  Corporation.  All  rights  reserved. 


The  Funds 

Six-month 

Assets 

Six-month 

Assets 

— total  return; — 

12/30/83 

— total  return — 

12/30/83 

Fund  (type) 

% 

rank 

(mil) 

Fund  (type) 

% 

rank 

Imil) 

Vance,  Sanders  Special  Fund 

(L) 

0.7% 

113 

$130.0 

Weingarten  Equity  Fund 

(N) 

-12.2% 

272 

SI  17.4 

Vanguard  Index  Trust  (N) 

0.0 

128 

233.6 

Wellesley  Income  Fund 

(N) 

4.7 

32 

105.4 

Variable  Stock  Fund  (N) 

-1.0 

146 

6.6 

Wellington  Fund  (N) 

4.1 

43 

613.8 

The  Wall  Street  Fund  (L) 

-10.7 

260 

6.5 

Windsor  Fund  (N) 

5.2 

23 

1,727.1 

Washington  Mutual  Inv  Fund 

4.3 

40 

559.3 

(L)  Load.    (N)  No  load.  Sources  Computer  Directions  Acirisors.  Fokhfs 


Even  more  valiant  efforts 


Tlhey're  hardly  heroes,  but  for  the  last  half  of  1983 
portfolio  managers  at  closed-end  funds  did  a  bit  better 
than  their  counterparts  at  open-end  funds.  As  a  group, 
total  returns  for  closed-ends  are  down  0.9%.  This  looks 
surprisingly  good  compared  with  the  3.2%  drop  for  the 
equity  and  balanced  funds  that  are  rated  in  Forbes'  annual 
mutual  fund  survey. 

Such  performance,  of  course,  is  small  comfort  to  the 
average  investor.  He  worries  mostly  about  the  price  of 
closed-end  shares.  These  were  down  an  average  of  2%  for 
the  period,  not  far  out  of  line  from  the  performance  of  the 
overall  market. 

There  is  one  big  winner  in  the  group,  however.  The 
Japan  Fund  is  the  best  performer  of  all  funds  for  the  period. 
Its  total  return  and  share  price  were  both  up  over  19% .  The 


reason  is  simple:  The  Tokyo  Stock  Exchange  was  up  a 
hefty  23%  last  year. 

The  closed-ends  had  their  big  losers,  too.  Consider  Cy- 
prus Corp.,  which  saw  its  market  value  drop  by  33%.  Run 
by  Willard  Rockwell,  Cyprus  should  soon  be  an  operating 
company,  not  a  closed-end  fund.  Structural  changes  may 
also  be  afoot  at  Highland  Capital,  which  is  down  over 
33%.  Rumors  of  possible  liquidation  may  have  contribut- 
ed to  its  sharp  rise  last  summer,  says  industry  expert 
Thomas  J.  Herzfeld. 

Closed-end  funds  typically  trade  at  discounts  from  net 
asset  value,  and  for  the  last  six  months  these  discounts 
narrowed,  from  9.5%  to  7.1%.  This  normally  occurs  in  a 
rising  market.  But  remember:  The  best  time  to  buy  closed- 
end  funds  is  usually  when  discounts  are  widest. — B.R. 


Six-month  performance  rankings  for  closed-end  funds 


Thanks  to  The  Japan  Fund's 
asset  values  of  closed-end  funds 


sterling  performance,  only  0.9%  in  the  second  half  of  1983.  Share  prices  of 
declined  an  average  of     these  funds,  however,  were  down  2.0%,  on  average. 


Six-month 

 total  return  

%  rank 

%  premium 
 or  discount  

6/30/83  12/30/83 

 Price- 

Assets 
12/30/83 
(mil) 

Fund 

6/30/83 

12/30/83  % 

change 

rank 

The  Adams  Express  Co 

-0.3% 

7 

-13.2% 

-7.2% 

17 

17% 

5.1% 

7 

$370.0 

American  Capital  Convert  Sees 

6.1 

2 

7.7 

1.3 

32'/2 

31  Vi 

-3.1 

13 

81.0 

ASA  Limited 

-6.2 

17 

1.2 

-7.7 

67% 

55>/2 

-18.1 

17 

577.2 

Baker,  Fentress  &  Co 

-4.8 

15 

-27.1 

-18.5 

32W 

34 

4.6 

5 

332.6 

Bancroft  Convertible  Fund 

-2.7 

12 

-9.6 

-9.2 

24-. 

23  Vs 

-5.1 

14 

•  46.0 

Castle  Convertible  Fund 

1.9 

5 

-4.2 

1.5 

36% 

31'- 

-13.0 

16 

31.4 

Central  Securities 

0.5 

6 

-21.3 

-10.7 

13 

14"; 

11.5 

3 

101.9 

Claremont  Capital 

4.6 

3 

-23.0 

-15.6 

26  V» 

30'4 

14.7 

2 

43.0 

Cyprus  Corp 

-3.0 

13 

NM 

NM 

3% 

2'/i 

-33.3 

19 

29.7 

General  American  Investors 

-6.3 

18 

-4.2 

1.0 

21% 

215/8 

-1.1 

11 

262.8 

Highland  Capital  Corp 

-14.7* 

19 

28.4 

0.6 

20 

13% 

-33.1 

18 

13.5 

The  Japan  Fund 

19.6 

1 

-5.2 

-4.7 

1 1  Vt 

13  . 

19.1 

1 

282.7 

The  Lehman  Corp 

-0.8 

8 

-10.5 

2.1 

16% 

18%  . 

11.2 

4 

776.1 

Niagara  Share 

-1.7 

11 

-4.7 

4.4 

1 9  'j 

20% 

5.1 

8 

179.0 

Petroleum  &  Resources  Corp 

-1.5 

10 

0.3 

-5.5 

31VS 

28% 

-8.3 

15 

260.4 

Source  Capital 

2.2 

4 

-9.6 

-5.8 

30'/4 

30% 

1.7 

9 

251.3 

Spectra  Fund 

-5.2 

16 

-54.1 

-44.0 

10V  i 

10'  2 

0.0 

10 

4.8 

Tri-Continental  Corp 

-3.7 

14 

-15.5 

-4.7 

29% 

6.3 

6 

1,019.2 

US  &  Foreign  Securities 

-0.8 

8 

-6.0 

-4.2 

26 'A 

25% 

1  4 

12 

186.2 

NM:  Not  meaningful    'Total  return  through  November  1983 
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Today's  Chevrolet 


Is  your  company 
on  board  our  newest 
space  vehicle? 

Chevrolet  has  just  launched  a  space  vehicle  unlike  any  you've  ever 
seen  before. 

Our  all-new  Celebrity  Wagon. 

Ten  cubic  feet  more  total  room  than  Chrysler  K-Wagons. 

Six-  and  eight-passenger  models.  Standard  electronically  fuel- 
injected  engine.  39  Est.  Hwy.,  (25]  EPA  Est.  MPG.*  Front-drive 
technology. 

A  Chevrolet  advance  in  automotive  insight  so  obviously  right 
for  business,  over  8,000  Celebrity  Wagons  have  already  been 
ordered  by  fleets.  Many  of  them  on  its  specifications  alone. 

So  while  we're  busy  filling  the  first  bank  of  orders,  you 
might  make  sure  your  fleet's  in  line  for  the  next  flight. 

As  is  true  with  any  product  that  advances  the  state  of  the 
art,  if  your  company's  not  in  on  the  ground  floor,  it's  easy  to  get 
left  behind. 

CHEVROLET  FLEET  SALES 


'Use  estimated  MPG  for  comparisons.  Your  mileage  may  differ  depending  on  speed, 
distance,  weather.  Actual  highway  mileage  lower.  Some  Chevrolets  are  equipped  with 
engines  produced  by  other  CM  divisions,  subsidiaries,  or  affiliated  companies  worldwide. 
See  your  dealer  for  details. 
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.  IS 
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C  H  E  V  R  mKLE  T 

taking  charge 


Edited  by  Stephen  Rindel 


Don't  be  deceived.  There's  a  lot  more  to 
Philip  Johnsons  new  AT&T  headquarters 
building  than  its  Chippendale  pediment. 


The  soul 
of  a 
new  machine 


By  Robert  Teitelman 


T|he  new  corporate  headquar- 
ters designed  by  architect  Phil- 
ip Johnson  for  AT&T  in  New 
York  is,  from  its  rose-gray  granite 
sheathing  to  its  fiber  optics  commu- 
nications system,  a  good  marriage  of 
form  and  function — one  of  the  first  in 
a  new  generation  of  "smart"  build- 
ings. Architecture  critics  rarely  get 
into  such  matters,  but  beneath  the 
Chippendale  pediment  so  many  crit- 
ics hooted  at,  the  AT&T  Building  is 
smart  indeed. 

How  can  a  building  sheathed  in 
granite,  the  rock  of  ages,  be  called 
modern?  In  fact,  stone  is  now  a  "mod- 
ern" material.  It  was  out  of  favor  for 
years  because  it  was  so  costly  to  cut 
and  polish.  But  instead  of  polishing, 
new  technology  now  allows  stone 
to  be  economically 
"flamed" — that  is,  the 
top  layer  is  heated  with  a 
torch  to  give  it  a  tex- 
tured look.  And  modem 
quarrying  equipment  al- 
lowed Johnson  to  use 
large  panels  with  false 
joints  cut  into  them, 
thereby  saving  expen- 
sive on-site  erecting. 
Once  those  expensive 
obstacles  were  over- 
come, it's  easy  to  see 
why  he  used  stone.  The 
granite  building  also 
reaps  future  energy  sav- 
ings because  it  has  only 
one-third   the  window 


New  AT&T  Building 
Smart  stuff. 


area  of  a  similar-size  glass  box. 

Anchoring  a  37-story  build- 
ing in  a  windy  city  like  New 
York  was  a  separate  techno- 
logical problem.  Johnson's  de- 
sign posed  particular  difficul- 
ties, according  to  Alan  Ritchie, 
a  principal  and  the  architect  in 
charge  of  the  AT&T  project  at 
Johnson's  and  his  partner  John  Bur- 
gee's architectural  firm. 

First,  there  is  the  build- 
ing's tombstone  shape:  640 
feet  tall,  200  feet  wide  and 
98  feet  deep.  Wind  tunnel 
tests   showed  tremendous 
wind  shear  forces  across  the 
building's  face  that  "would 
lift  it  right  out  of  the  ground  if 
they  weren't  dissipated,"  accord- 
ing to  Ritchie.  Also,  the  fact  that  the 
building  is  supported  on  32  slender 
perimeter  columns  over 
a  large  open  plaza  makes 
the  task  of  stabilizing  it 
in  windy  conditions  very 
complex. 

The  engineering  solu- 
tion was  to  insert  two 
shear  tubes,  one  on  each 
side  of  the  soaring  lobby 
arch.  Made  of  three- 
eighths-of-an-inch  struc- 
tural steel,  they  rise 
from  their  bed  of  con- 
crete 50  feet  under- 
ground to  four  stories  in 
the  air.  Within  them  are 
built  the  steel  columns 
that  rise  another  33 
floors  to  form  the  build- 
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Postmodern  technology 


The  new  AT&T  Building  is  a  good  blend  of  both  form 
and  function.  Optic  fibers  and  coaxial  lines  run  up  the  core 
•  •'.  -v— -<^p  ^^d^3/^^  °f  tne  building,  with  access  to  each  floor  (1).  Two  shear  tubes  (2) 
transfer  the  force  of  the  wind  and  dissipate  it  through  concrete  and 
bedrock  (3).  To  avoid  street  congestion,  trucks  are  lowered  by  elevator 
(4)  into  a  basement,  where  they  are  aligned  to  the  correct  loading  dock 
by  a  giant  turntable  (5).  Even  the  sidewalks  are  heated  (6). 
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Announcing 

THE  TOUCHSCREEN 
PERSONAL  COMPUTE] 

The  Hewlett-Packard  15 


Touchscreen  makes  the  HP  150  t 
easiest-to-learn,  easiest-to-use  persor 
computer.  Touch.  It  makes  sense. ' 
operate  a  personal  computer  by  sim\ 
touching  the  screen.  Wheth 
you're  finding 
address  with  Persor 
Card  File 
making  a  phoi 
call*  our  ne 
Touchscre< 
Person 
Computer  w 
respond  to  yoi 
touch, 
complicati 
commands.  > 
mouse.  Ju 
your  f  ingt 


Touch  the  Screen  and  edit. To  delete  a  line,  edit  a  sentence 

or  to  move  a  paragraph  just  touch  the  screen. 
Actually  touch  the  words  that  you  want  changed. 
Then  execute  your  commands  by  simply  touch- 
ing one  of  the  touch-activated  labels  on  the 
v  ljj  ..  screen.  The  labels  change  as  you  go  along  and 

M  they  are  always  there  to  help  you,  every  step 

of  the  way.  WordStar®  word  processing  has  never 
been  easier  to  use. 


Touch  the  Screen  and  explore.  To  change  a  worksheet,  you 

literally  touch  the  number  on  the  screen  or 
one  of  the  labels  appearing  on  the  screen.  And 
that  makes  VisiCalc®  even  easier  to  use.  Then  use 
the  keyboard  for  keying-in  numbers.  All  kinds 
of  financial  "what-if  "  problems  have  never  been 
easier  or  quicker  to  solve. 


Touch  the  Screen  and  See.  With  HP  Graphics,  the  Touchscreen 

Personal  Computer  converts  your  numbers 
to  graphs  when  you  simply  touch  the  screen. 
And  with  the  optional  internal  printer,  you  can 
print  copies  of  all  your  work.  All  this  and  more 
when  you  touch  the  high-resolution  screen. 
A  screen  designed  to  be  easy  on  the  eyes. 


HP  ISO  at  a  Glance. 

User  Memory  : 

25&640K  bytes 

Operating  System: 

MS-DOS  2  0 

Microprocessor: 

16-bit,  8088,  8Mhz 

Permanent  Memory: 

(ROM)  160K  bytes 

Diagnostics: 

Power-on  self  testing 

Display  Screen: 

Touch -activated,  green  phosphor 
8t)  characters  x  2"^  lines 
9  x  14  character  matrix 
Upper  and  lower  case 
Simultaneous  text  and  graphics 
capability, 

590v  x  SI2h  graphics  resolution 
1024  characters  and  symbols  in  ROM 

Keyboard: 

10"  keys,  8-ft  cord  attaches  to 
system  unit,  10-key  numeric  pad, 
1 2  function  keys  ( 8  screen  labeled ) 

Compact  Size: 

2.1  sq.  ft  desk  space 

Communications: 

2  RS  232  ports  (Budt- in) 
HP  IB  (IEEE  -188)  (Built-in) 
IBM  3278  (SDLC,  BSC).  earK  084 
Up  to  19,200  bits  per  second 

Peripherals: 

Choice  of  printers  ( including 
optional  internal  printer),  plotters, 
J.5"  and  5'A"  floppy  drives  ( 2(wKB 
formatted),  Winchester  hard  discs 
(5  and  IS  MB) 

Were  going  to  change  the  way  you  think 
about  personal  computers.  To  try  your  hand 
at  the  Touchscreen  Personal  Computer  get 
in  touch  with  your  Hewlett-Packard  dealer. 
Call  (800)  FOR-HPPC.  With  an  HP  150 
you  might  get  in  touch  with  a  whole 
new  you. 


Setting  you  free. 

Hewlett-Packard  Personal  Computers 


'With  modem  at  extra  cost, 
WordStar  is  a  registered  trademark  of  MicroPro 
VisiCalc  is  a  registered  trademark  of  VisiCorp, 
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ing's  skeleton.  When  the  wind  blows, 
the  energy  is  transferred  to  the  two 
shear  tubes,  which  then  dissipate  it 
through  the  concrete  to  the  underly- 
ing rock. 

Inside,  the  new  AT&T  Building  is, 
in  effect,  a  one-stop  shopping  guide  to 
the  present  state  of  the  builder's  art. 
There  are  some  2,000  automatic  mon- 
itoring points  throughout  the  build- 
ing keeping  track  of  such  things  as  fire 
doors,  sprinklers,  lights  and  thermo- 
stats. Those  sensors  are  connected  to 
a  Honeywell  minicomputer,  which 
not  only  turns  lights  and  heat  on  and 
off  but  also  maintains  security  de- 
vices and  monitors  elevators. 
Equipped  with  this  computerized  sys- 
tem, it  takes  only  one  person  to  over- 

Exposed  shear  tubes  during  construction 
An  anchor  for  a  flying  highboy. 


AT&T's  Chippendale  pediment 
Cooling  towers  behind  afalsefront. 

see  the  entire  building. 

A  "smart"  building  housing  AT&T, 
of  course,  must  also  be  equipped  to 
communicate  ever-greater  flows  of  in- 
formation. Optic  fiber  and  coaxial 
lines  tie  together  everything  from 
telephones  to  microcomputers  to  the 
teleconferencing  facilities  that  are  be- 
ing constructed  on  the  33rd  floor.  The 
top  floors,  which  house  handsome  ex- 
ecutive suites  with  wood  paneling 
and  12-foot  ceilings,  are  being  wired 
through  AT&T's  most  advanced  digi- 
tal PBX,  System  85,  and  will  use 
Western  Electric's  Bellmac  32-bit  mi- 
crocomputer. 

What's  AT&T's  answer  to  the  prob- 
lem of  rapidly  changing  technology? 
Simple:  Make  way  for  the  new  by 
ripping  out  the  old.  All  the  telephone, 
data  transmission  and  monitoring 
wires  run  through  two  groups  of  pipes 
from  top  to  bottom  of  the  building. 
Each  floor  has  several  closet-size 
rooms  where  these  pipes  are  exposed, 


allowing  access.  Under  the  carpeting 
is  metal  flooring  with  a  concrete  top 
that  somewhat  resembles  corrugated 
cardboard  and  that  allows  wire  to  be 
"fished"  easily. 

For  trash  and  garbage,  Johnson  and 
his  designers  tucked  loading  docks  in 
the  B-level  basement,  24  feet  below 
street  level,  and  connected  them  to 
the  street  via  two  huge  Dover  truck 
elevators,  each  large  enough  for  a  60- 
ton  truck.  When  the  trucks  roll  out  of 
the  elevator,  they  are  driven  onto  a 
turntable  large  enough  for  a  40-foot- 
long  semi,  which  then  spins  so  the 
truck  can  back  up  to  the  correct  load- 
ing bay. 

Not  everything  at  the  AT&T  Build- 
ing is  new  and  different.  Heated 
sidewalks,  for  example,  have  been 
used  for  at  least  20  years.  A  mixture  of 
water  and  glycol — a  liquid  similar  to 
antifreeze,  which  lowers  the  boiling 
point  of  water — is  heated  and  pumped 
through  coiled  copper  or  steel  pipes 

Metal  beds  for  electrical  wires 
Fishing  made  simple. 


Some  rooms  with  a  view 


If  the  outside  of  AT&T's  new  corporate  headquar- 
ters looks  like  a  highboy,  the  inside  looks  like  a 
room  you  would  put  a  highboy  in- — more  living  room 
than  office  building. 

"We  wanted  to  create  as  comfortable  a  place  to 
work  as  your  own  home,"  says  architect  Alan  Ritchie. 
"The  fact  that  only  about  75  to  80  people  would  work 
on  each  floor  made  it  easier." 

The  most  obvious  reflection  of  the  office-as-home 
concept  is  in  the  lighting.  Conventional  office  build- 
ings have  overhead  fluorescents.  AT&T's  headquar- 
ters staff  will  have  floor  lamps  and  table  lamps  you 
would  find  in  a  well-furnished  home.  For  additional 
lighting,  small  spotlights  can  be  hooked  up  as  needed 
to  specially  designed  ceiling  panels. 

Each  floor  is  a  rectangle,  with  a  core  in  the  center, 
offices  with  windows  along  the  perimeter,  and  secre- 
taries' work  stations  in  the  remaining  open  spaces.  To 
give  it  a  more  open  feeling,  the  architects  kept  the 


work  stations  relatively  low — 42  inches — while  meet- 
ing AT&T's  requirements  for  enough  space  for  termi- 
nals, telephones  and  typewriters.  The  furniture,  walls 
and  ceilings  are  in  soft  beiges,  grays  and  off-whites,  in 
keeping  with  the  building's  simple  facade  and  also  to 
give  it  a  more  residential  look.  Carpet  colors  are  green 
or  red  or  salt  and  pepper  "to  give  the  floor  some  life 
and  variety,  so,  when  people  get  off  the  elevator,  they 
will  have  some  sense  of  identity,"  says  Ritchie. 

Any  corporate  headquarters  makes  statements 
about  status.  AT&T's  executive  offices,  on  the  three 
floors  just  beneath  the  pediment,  are  grand:  12-foot 
ceilings,  10-foot-tall  windows,  wood  paneling  and 
spectacular  views  of  Manhattan.  They  are  connected 
by  a  marble  staircase  that  sweeps  the  full  length  of  the 
three  floors. 

If  Ma  Bell  should  decide  to  throw  a  belated  coming- 
out  ball  for  her  nine  regional  daughters,  it's  the  perfect 
setting.— R.T. 
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We're  light  on  your  feet. 


Our  casting  material  is  up  to  one-third 
lighter  than  plaster.  It's  three  times  stronger 
and  we  hope  you  never  need  it. 

But  on  most  any  injury  requiring  a  cast, 
you  d  find  Scotchcast"  Casting  Tape  more 
comfortable  than  plaster  and  easier  to 
get  around  in.  It's  thinner,  so  it  fits  under 
clothing.  It  also  breathes.  That  reduces 
itching,  odor  and  helps  you  stay  cooler  in 
warm  weather. 

All  the  comforts  of  Scotchcast  tape 
were  inspired  by  a  3M  employee  who 


asked  for  something  "less  barbaric"  than 
his  plaster  cast. 

Hearing  the  needs  of  the  medical 
profession  and  the  patients  it  serves  has 
helped  3M  pioneer  over  700  health  care 
products.  We  now  make  everything  from 
stethoscopes  and  pharmaceuticals  to 
x-ray  film  that  cuts  radiation  danger  in  half. 

And  it  all  began  by  listening. 


3M  hears  you... 


l~For  your  free  brochure  on  3M's  Health 
Care  products  and  all  other  3M  products, 
write:  Dept.  010202/3M,  PO.  Box  22002, 
Robbinsdale,  MN  55422. 

Name  


Address. 
City  


_State_ 


.Zip_ 


Or  call  toll-free:  1-800-336-4327. 


 I 

©1984,  3M 
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buried  under  the  sidewalk.  Presto,  no 
more  snow  and  ice.  But  while  heated 
sidewalks  do  reduce  the  need  for  snow 
shovelers,  there  are  reasons  why  they 
never  really  caught  on.  After  all,  pipes 
tend  to  spring  leaks.  Thus  by  using 
seamless  steel  pipes — welded  instead 
of  fitted  together — AT&T  hopes  to 
avoid  the  large  and  expensive  job  of 
ripping  up  the  sidewalks  in  order  to 
repair  them. 

Even  the  Chippendale  pediment  is 
at  least  marginally  with  it,  serving  a 
technological  function.  It  serves  as  a 
catch  basin  for  a  system  that  allows 
controlled  release  of  rainwater  into 
the  sewers.  And  it  hides  the  cooling 
system  from  view. 

The  K.I.S.S.  rule 

urphy's  Law — whatever  can  go 
i  wrong,  will — has  plagued  inven- 
tors since  Archimedes.  That's  why 
engineers  are  inculcated  from  the  first 
day  of  school  with  the  K.I.S.S.  rule: 
Keep  It  Simple,  Stupid.  Reducing 
complexity  to  pure  function  is  the 
hallmark  of  good  machine  design.  But 
sometimes  a  machine  can  be  too  sim- 
ple to  work  well.  Case  in  point:  the 
fast-processing  photo  minilabs  now 
being  marketed  in  the  U.S.  by  a  divi- 
sion of  a  French  company,  Kis  Photo. 
(In  this  case  the  Kis  stands  for  Key 
Independent  System,  the  parent  com- 
pany, which  sells  printing  equipment 
and  does  key  cutting  and  engraving.) 

When  Kis  introduced  its  minilab  in 
the  spring  of  1982,  it  seemed  just  the 
thing  for  a  hot  market.  On-site  mini- 
labs,  which  have  been  in  use  in  the 
U.S.  since  the  early  1970s,  allow  store 
owners  to  develop  and  print  rolls  of 
film  in  minutes,  compared  with  the 
overnight  services  that  were  the  best 
anyone  could  do  previously.  In  four 
years  the  minilabs  captured  11%  of 
the  S3. 2  billion  photoprocessing  mar- 
ket. Within  a  year  or  two  their  share 
could  reach  25%. 

Not  surprisingly,  the  field  is  now 
crowded.  About  20  manufacturers  sell 
minilabs,  most  at  about  $100,000 
apiece.  Kis  has  moved  impressively  in 
this  crush.  In  1983  the  company  sold 
1,800  units  and  expects  to  sell  an  ad- 
ditional 5,000  in  1984.  By  1985  it 
hopes  to  capture  75%  of  the  minilab 
market. 

The  reason  for  this  success:  Kis 
priced  its  machine  much  lower  than 
the  competition  did — $35,000 — and 


made  it  much  smaller.  It  takes  up 
ortly  25  square  feet,  compared  with 
200  to  300  square  feet  for  most  mini- 
labs. Moreover,  Kis  claims  the  break- 
even point  on  a  Kis  lab  is  ten  rolls  of 
film  per  day,  or  one-sixth  the  average. 
And  all  while  promising  a  print  that's 
as  good  as  that  of  the  bigger  guys.  Best 
of  all,  says  Daniel  Paitre,  who  heads 
up  the  company's  U.S.  operations, 
any  small  merchant  can  use  a  mini- 
lab— not  only  camera  and  photofin- 
ishing  stores,  but  grocery  stores,  bicy- 
cle shops,  even  launderettes.  "Every- 
one has  25  square  feet  of  space  and 
employees  who  are  not  working 
100%,"  says  Paitre. 

It  remains  to  be  seen,  though, 
whether  Kis  has  pushed  simplicity 
too  far.  Every  store  might  have  the 
space  but  might  not  have  the  skill. 
Photofinishing  is  a  demanding  task, 
requiring  careful  control  of  chemi- 
cals, lighting  conditions  and  precision 
optics.  Realizing  this,  most  minilab 
manufacturers  put  their  dealers 
through  two  weeks  of  training.  Kis 
provides  only  2Vi  days.  In  simplifying 
its  machine,  moreover,  the  French 
company  has  made  more  of  the  unit's 
operation  dependent  on  manual  labor. 


nix,  Ariz.,  "To  match  the  printing  ca- 
pabilities of  the  more  sophisticated 
machines,  you'd  have  to  test  and 
manually  correct  every  negative  on 
the  Kis  unit.  It  would  take  a  long  time 
and  considerably  more  experience 
than  most  beginning  operators  would 
have.  It  just  depends,"  he  adds,  "on 
whether  you're  willing  to  live  with 
the  kind  of  prints  that  come  out  of 
this  machine." 

Thus,  in  simplifying  the  machine, 
Kis  has  placed  a  greater  burden  for 
picture  quality  on  the  eye  of  the  ma- 
chine's operator  and,  as  noted,  isn't 
providing  all  that  much  training  for 
that  eye. 

For  both  Kis  and  its  customers, 
then,  the  economic  consequences  of 
"simplicity"  are  crucial.  One  minilab 
owner,  fohn  Laessig,  who  owns  Pic- 
ture Qwik  in  Wayne,  Pa.,  says  he  is 
processing  about  15  rolls  per  day  but 
isn't  breaking  even  yet.  He  thinks  the 
actual  break-even  is  15  to  20  rolls,  not 
the  10  per  day  Kis  promised.  More- 
over, Laessig  thinks  it's  all  but  impos- 
sible to  achieve  the  40  rolls  per  day 
maximum  that  Kis  says  the  unit  will 
process  with  just  one  person.  "To  do 
so,"  he  says,  "you'd  have  to  be  a  Hin- 


A  Kis  minilab  in  operation 
Pushing  simplicity  too  far? 


For  example,  while  most  competing 
machines  develop  and  print  film  auto- 
matically, operators  of  the  Kis  ma- 
chine have  to  move  film  from  the 
developer  to  the  dryer  and  then  back 
to  the  printer  by  hand,  which  can 
cause  scratches. 

That  may  be  no  great  matter  if  the 
machine  delivers  a  quality  print  time 
after  time.  But  some  industry  experts 
say  it  doesn't.  According  to  Richard 
Jackson,  president  of  Photoworks, 
Inc.,  a  photoprocessing  lab  in  Phoe- 


du  god  with  six  arms.  If  all  the  rolls 
were  perfect,  you  could  do  it,  but  all 
the  rolls-  aren't  perfect,  and  you  have 
to  play  around  with  it,  and  it  eats  up 
the  time." 

In  order  to  compete  against  the 
likes  of  Fuji  and  Nontsu — whose 
more  expensive  and  complex  ma- 
chines produce  excellent  prints — 
simplicity,  Kis-style,  will  be  put  to 
the  severest  of  tests:  the  test  of  the 
marketplace. — Francesca  Z.  Lunzer 
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CORPORATE 
SPOKESMAN 


The  computer  is  a  marvelous  tool.  It  helps 
us  to  manage  massive  amounts  of  information 
in  tiny  amounts  of  time  and  space.  But  the 
final  product  of  this  marvel  still  comes  out  as 
words  printed  on  paper.  That's  where  Diablo 
Printers  come  in.  Computer  printers  of  excep- 
tional quality  and  unsurpassed  reliability  for 
every  business  application.  For  letters,  for 
forms,  for  graphics,  Diablo.  Because  what 
you  say  is  only  as  good  as  how  you  say  it. 

Quality  you  can  see  at  the  Diablo  dealer 
nearest  you.  Call  800-556-1234  ext.  186. 
In  California  call  800-441-  2345  ext.  186. 
Diablo  Systems  Inc.,  Fremont,  California. 

Diablo  Printers 

A  Xerox  Company. 


Personal  Affairs 


Edited  by  William  G.  Flanagan 


Think  you  re  too  close  to  retirement  to 
open  an  IRA?  Too  hard-pressed  for  cash? 
Too  lazy?  Well,  it  s  your  loss. 


'7 


Kick  into  that 
IRA  now 


Sdmab  of  Charles  Scbaah  &  Co. 
LUces  his  own  growth  fund. 


It  can  be  downright  frustrating 
writing  about  IRA  accounts,  as  I 
have  been  for  years.  Here  is  this  gift 
from  Uncle  Sam,  the  kindest  thing 
the  government  has  done  for  the 
working  stiff  since  repealing  Prohibi- 
tion, and  most  American  families  still 
have  not  taken  advantage  of  it.  These 


Buffet  t  uf  Berkshire  Hatha  way 
A  do-it-yourself  Keogh. 


are  not  just  families  that  are  only 
scraping  by.  Some  40%  of  households 
in  the  U.S.  with  incomes  over  $50,000 
a  year  have  not  opened  IRAs.  Why, 
even  superinvestor  Warren  Buffett 
has  not  yet  opened  an  IRA  (but  he  has 
done  extremely  well  with  his  Keogh 
plan — more  on  that  later). 

We  would  al!  do  well  to  imitate  our 
friends  to  the  north.  Canada  has  an 
IRA  program  similar  to  that  in  the 
U.S.  and  about  40%  of  eligible  Cana- 
dians have  such  plans,  while  only 
22%  of  those  qualified  in  the  U.S.  do. 

Almost  as  silly  as  failing  to  open  an 


IRA  is  failing  to  make  the  annual  con- 
tribution as  early  as  possible.  Your 
1983  contribution,  for  example,  can 
be  made  until  Apr.  15,  1984.  But  you 
could  have  invested  it  as  early  as  Jan. 
1,  1983.  If  you  had  invested  in  stocks 
or  an  aggressive  mutual  fund,  you 
would  have  caught  the  market  in  the 
middle  of  a  rising  tide. 

Let's  look  at  some  figures  to  see 
what  the  benefits  of  investing  early 
can  be  in  even  the  most  conservative 
of  investments. 

Assuming  you  put  $2,000  a  year 
aside  for  30  years,  the  difference  in 
what  that  money  adds  up  to  at  matu- 
rity can  amount  to  $40,000  or  more, 
assuming  an  interest  rate  of  only  10% 
(see  table,  p.  149).  That's  not  chopped 
liver,  however  much  you  are  worth. 
That  sum  could  be  far  greater  if  the 
annual  contributions  go  into  stocks 
directly  or  into  mutual  funds  that  out- 
perform what  the  banks  pay  in  inter- 
est. Moral:  Invest  early  and  often  in 
your  IRA. 

The  places  you  can  stash  IRA  funds 
range  from  insurance  companies  to 
banks  (including  S&Ls  and  mutual 
savings  banks)  to  mutual  funds  to  bro- 
kerage firms  (where  you  can  direct 
your  own  portfolio).  Everyone  who  re- 
ceives a  salary  is  eligible  for  an  IRA 
plan.  If  you  are  still  a  little  hazy  on  the 
rules,  your  banker,  broker  or  accoun- 
tant should  be  able  to  fill  you  in. 

But  where  should  you  put  your  IRA 
investment?  Forbes  decided  to  poll 
some  individuals  who  are  well  known 
in  the  investment  and  business 
worlds  to  find  out  if  they  have  IRAs 


and/or  Keoghs,  when  they  make  their 
annual  contributions,  where  they 
have  invested  that  money  and  what 
their  thoughts  are  on  the  subject. 

Starting  at  the  top,  Ronald  Reagan 
makes  no  IRA  contributions;  he  is  not 
eligible,  since  he  is  over  age  70'/2.  Fritz 
Mondale  and  his  wife,  Joan,  invest 
their  IRA  funds  where  most  Ameri- 
cans do— in  the  bank.  In  their  case, 
bank  money  market  accounts.  (Banks 
and  savings  and  loans  together  hold 
61.5%  of  all  IRA  money,  while  mutu- 
al funds  have  15.3%,  insurance  com- 
panies hold  11.4%,  mutual  savings 
banks  have  8.8%  and  credit  unions 
have3%.) 

Sandy  Weill,  chairman  of  Shearson/ 
American  Express,  socks  his  Keogh 
money  into  government  bonds  each 
year — and  makes  his  investments  the 
first  business  day  of  the  new  year. 

Lawrence  Krause^  the  noted  finan- 
cial adviser,  also  believes  government 
securities,  especially  those  that  are 
guaranteed,  are  ideal  vehicles.  But  he 
favors  mutual  funds  that  invest  in 
government  securities  over  direct 
ownership.  Specifically,  he  favors  the 
Kemper  U.S.  Government  Securities 
Fund,  which  is  a  fund  of  GNMAs.  His 
thinking:  "Conceptually,  an  IRA  is 
for  most  people  an  orphan  invest- 


Presidential  hopeful  Monclale 
His  IRA  money  is  in  the  bank. 
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ment — it  should  pretty  well  take  care 
of  itself.  I  think  an  IRA  should  go  for 
high  income  versus  growth.  You  can 
try  for  excellent  growth  outside  an 
IRA.  But  the  maximum  tax  on  growth 
is  20%,  while  ordinary  income  is 
taxed  up  to  50%.  Why  not  have  the 
percentages  work  for  you?" 

He  adds  that  he  chose  Kemper  be- 
cause it  is  a  family  of  funds,  which 
allows  easy  transfer  from  one  type  to 
another. 

Other  types  of  mutual  funds,  espe- 
cially aggressive  growth  funds,  are  fa- 
vored by  many  investors,  among 
them  Howard  Stein,  chairman  of 
Dreyfus  Corp.  Chuck  Schwab  of 
Charles  Schwab  &  Co.  has  his  IRA  in 
a  money  market  fund  now  but  plans 
to  switch  to  an  aggressive  mutual 
fund  later  this  year,  when  his  com- 
pany starts  offering  one. 

But  some  investors  like  to  call  the 
shots  directly  on  IRA  funds,  especial- 
ly if  the  IRA  nest  egg  is  already  sub- 
stantial. (Remember,  in  some  cases 
you  can  roll  over  a  company  pension 
plan  into  your  own  IRA  when  you 
leave  a  firm.  Also,  if  you  have  been 
setting  aside  IRA  funds  for  several 


Dreyfus  Corp.  Chairman  Stein 
A  Dreyfus  fund  for  his  IRA. 


What  are  you  waiting  for? 


What  a  difference  a  few  months  can  make.  Below  are  proceeds  of 
IRA  contributions  made  for  10,  20  and  30  years  but  deposited  at 
different  times  of  the  year.  Delaying  your  contribution  could  cost 
you  more  than  $42,000  over  a  period  of  30  years. 


Future  value  of  an  annual  investment  ot  $2,000  at  10%  annual  appreciation 


Length  of 
investment  period 


 Date  of  annual  investment  

Jan  1  June  1  Dec  1 


Apr  15 
of  following  year 


10  years 


$  35,062 


$  33,467 


$31,874 


$  29,195 


20  years 


$126,005 


120,271 


114,550 


109,989 


30  years 


$  361,886 


345,429 


328,988 


319,548 


Source  Oppenlieimer  Management  Corp 


years  and  have  made  some  big  hits,  it 
is  no  longer  an  "orphan"  investment.) 

Consider  Warren  Buffett,  who  has  a 
Keogh  plan  he  started  years  ago  with 
funds  earned  from  directors'  fees  and 
writing.  He  makes  his  own  stock  mar- 
ket investments  and  reports  the  value 
of  his  contributions  has  increased 
fivefold  since  he  started  it  in  1974. 

Hiram  F.  Moody  Jr.,  chief  invest- 
ment officer  of  Marine  Midland  Bank, 
is  also  invested  in  stocks.  Jerry  Carret, 
vice  president  of  money  manager  Car- 
ret  &  Co.,  believes  in  taking  a  flyer 
with  his  IRA  cash  and  is  invested  in 
penny  gold  stocks. 

Whatever  way  you  decide,  bear  in 
mind  these  sage  words  of  Buffett's, 
which  really  apply  to  all  investments: 
"Invest  in  what  you  feel  most  com- 
fortable in.  You  should  go  up  to  the 
limit  of  your  understanding  and  not 
beyond.  It's  different  for  everyone." 

A  final  thought:  If  you  don't  have 
the  cash  handy  to  invest  in  an  IRA 
right  now  but  want  to  file  your  tax 
return  early  (if  a  refund  is  due,  for 
example),  the  IRS  has  ruled  that  you 
can  still  deduct  the  IRA  contribution 
so  long  as  the  investment  is  actually 


President  Ronald  Reagan 
Too  old  for  an  IRA  now. 


made  before  Apr.  15.  Thus,  it  would 
be  possible  to  file  your  return,  ear- 
marking your  refund  for  your  IRA 
contribution — presuming  it  doesn't 
exceed  $2,000  ($2,250  if  married  and 
filing  jointly). 

And  note:  Legislation  is  in  the  wind 
that  would  increase  the  amount  of 
your  IRA  contributions  in  years 
ahead.  The  excuses  you  have  for  not 
setting  aside  IRA  money  get  fewer  and 
fewer.— W.G.F. 


Hw  fst  cn 


By  Jayne  A.  Pearl 

Remember  the  Evelyn  Wood  Read- 
ing Dynamics  courses  that  were 
all  the  rage  in  the  1960s?  Well,  there 
is  a  new  version.  It  is  said  to  be  faster. 

The  one-day  seminar  in  speed-read- 
ing being  marketed  now  is  aimed  at 
busy  executives  and  students.  It's 
based  on  Evelyn  Wood's  regular  six- 
week  course,  which  has  undergone  a 
bit  of  a  face-lifting  itself. 

Why  the  new  course  and  the 
changes  in  the  basic  programs?  It 
turns  out  that,  although  the  informa- 
tion age  continues  to  make  increasing 
demands  on  readers'  time,  speed-read- 
ing seems  to  be  losing  favor.  Many 


u  rd  ths? 

would-be  speed-readers  have  appar- 
ently grown  skeptical  of  its  gimmicks 
and  lofty  promises. 

This  painfully  slow-reading  report- 
er was  sent  by  Forbes  to  check  out 
the  new  seminar.  Our  finding:  Yes, 
some  useful  skills  can  be  acquired, 
even  during  such  a  short  course. 
Whether  the  seminar  is  worth  $295, 
however,  is  harder  to  say. 

"Today  we  don't  teach  speed,"  says 
Dominic  Donio,  vice  president  of 
marketing  at  Evelyn  Wood.  "We're 
more  interested  in  comprehension 
and  retention."  However,  the  com- 
pany's brochures  still  profess  (al- 
though they  don't  guarantee)  that  you 
will  "learn  to  read  three  to  ten  times 


faster,  naturally." 

One  of  the  first  lessons  involves 
learning  to  use  your  fingers  to  guide 
the  eyes  more  fluidly  and  quickly 
across  the  page.  Awkward  as  it  feels  at 
first,  it  helps.  There  are  drills  to  help 
expand  peripheral  vision,  so  you  can 
absorb  more  than  one  word  at  a  time. 
You  are  also  taught  to  tune  out  "sub- 
vocalization,"  which  is  the  tendency 
to  speak  silently  every  syllable  of  ev- 
ery word. 

One  of  the  most  useful,  if  common- 
sense  lessons,  is  deciding  the  appro- 
priate pace  before  you  read.  It  is  not 
good  to  speed-read  everything.  Pre- 
viewing material  for  headings,  illus- 
trations and  graphs,  for  instance, 
helps  readers  know  beforehand  where 
they  will  find  what  kinds  of  informa- 
tion and  how  much  time  and  atten- 


Personal 
Affairs 


ming  in  disguise." 

What  about  those  superreaders  who 
claim  to  be  limited  only  by  how  fast 
they  can  flip  the  pages?  Some  prob- 
ably exist.  President  Kennedy  is  pur- 
ported to  have  been  one.  But  be  wary 


tion  each  section  deserves. 

These  techniques  work.  After  the 
seminar  I  almost  doubled  my  speed, 
from  263  words  per  minute  with  85% 
comprehension    to    467  /N 
wpm  and  80%  compre-  *\ 
hension.    The    four  other 
seminar      participants — two 
high  school  students,  a  tech- 
nical writer  and  an  unem- 
ployed furniture  salesper- 
son— did     even  better. 
They  went  from  a  lower 
average  rate  of  218  wpm 
with  74%  comprehen- 
sion to  a  much  higher 
743   wpm   with  77% 
comprehension. 

These    results,  re- 
member, were  achieved 
in  a  single  day.  Would  a 
longer    course  produce 
even  more  dramatic  re- 
sults? At  least  one  expert 
doubts  it. 

Ronald  Carver,  professor  of 
education  at  the  University  of 
Missouri  in  Kansas  City,  has 
studied  and  tested  some  of  the  coun- 
try's "best  readers" — including  a 
demonstrator  from  a  speed-reading 
school.  He  has  found  that  the  fastest 
anyone  can  absorb  information  and 
still  comprehend  at  least  75%  of  the 
material  is  400  to  500  words  per  min- 
ute— what  he  calls  the  thinking  limit. 

Carver  is  convinced  that  most  peo- 
ple already  read  at  their  optimal 
speed,  an  average  250  to  300  words  per 
minute.  "Speed-reading  is  a  misno- 
mer," he  explains.  "It's  really  skim- 


of  those  reading  courses  that  still 
promise  to  teach  you  to  read  1,000  to 
6,000  words  per  minute. 

Some  veterans  of  speed-reading 
courses  report  that  the  benefits  they 
received  at  first  don't  always  last. 
Leonard  Huck,  president  of  Valley 
National  Corp.,  says  he  took  a  reading 
course  some  18  years  ago  that  greatly 
improved  his  reading  speed,  retention 


and  comprehension.  "I  wish,"  he 
says,  "I  had  kept  up  the  technique." 

Other  speed-readers  still  swear  by 
the  system.  One  such  is  Senator  Dan- 
iel Inouye  (D-Hawaii),  who  took  a 
speed-reading  course  more  than  20 
years  ago,  before  his  first  year  in  the 
Senate,  and  says  he's  still  reaping  the 
benefits  of  it.  Inouye  insists  on  read- 
ing every  incoming  and  outgoing  let- 
ter as  well  as  the  usual  deluge  of  re- 
ports and  memos.  "If  I  hadn't,"  he 
says,  "I  would  be  in  a  hell  of  a  mess 
today." 

Experts  agree  that  reading  improve- 
ment courses  seem  to  benefit  most 
those  with  specific  reading  prob- 
lems— for  instance,  those  who 
find  their  concentration  wan- 
dering or  reread  sentences  or 
paragraphs  several  times  or 
can't   recall   what  they 
read.    Maintaining  the 
gains,    as    with  most 
skills,  depends  on  how 
1    _  much   the  techniques 

*      are  practiced. 

Besides  the  well- 
known  Evelyn  Wood 
course,  you  can  find 
reading  improvement  pro- 
grams offered  through  lo- 
cal universities,  communi- 
ty colleges  or  even  the  YM- 
YWCA.  The  American  Society 
for  Training  and  Development 
publishes  the  Buyer's  Guide  &  Con- 
sultant Directory  for  $7.95.  It  lists  all 
sorts  of  training  programs  that  are 
specifically  tailored  to  executives. 
Copies  are  available  by  writing  to  the 
ASTD  at  600  Maryland  Avenue  SW, 
Washington,  D.C.  20024  or  by  calling 
(202)  484-2390. 

P.S.  This  story  runs  about  800 
words.  If  you  have  read  it  in  under  two 
minutes  and  can  still  remember  the 
university  with  which  Ronald  Carver 
is  associated,  you  don't  need  help 
from  the  speed-readers. 


Contractually  speaking 


By  Maria  Fisher 


What  does  a  nervous  bride, 
about  to  wed  a  twice-divorced 
millionaire,  have  in  common  with  a 
candidate  for  a  top  job  in  a  major  firm? 
Well,  both  bride  and  CEO-to-be  are 
likely  to  talk  to  lawyers  before  any 
marriage  takes  place.  And  lawyers  can 
do  for  romance  what  ants  do  for  a 
picnic. 

The  employment  contract,  like  the 
prenuptial  agreement,  is  a  curious 
symbol  of  our  times.  It  is  born  in 
mistrust  and  presupposes  failure.  Yet 


fewer  topics  are  hotter  in  executive 
suites  these  days.  According  to  a 
recent  study  by  Ward  Howell  Interna- 
tional, 48%  of  the  largest  U.S.  corpo- 
rations now  have  such  contracts  for 
their  top  officers,  up  from  28%  in 
1982.  Executive  recruiters  complain 
that  contracts,  once  the  province  of 
CEOs,  are  being  sought  increasingly 
by  candidates  for  even  middle  man- 
agement jobs. 

But  what,  exactly,  is  such  a  con- 
tract? When  is  one  appropriate?  What 
does  it  typically  spell  out?  And,  if  you 
are  offered  a  contract,  what  should 


you  be  on  the  lookout  for? 

Most  contracts  these  days  contain 
ten  basic  provisions  (see  box,  p.  154), 
according  to  Joseph  Bachelder,  a  New 
York  attorney  who  specializes  in  con- 
tracts. Specific  contracts  are  usually 
much  more  detailed.  A  CEO's  con- 
tract, for  example,  can  run  30  to  50 
pages  of  legalese  and  often  takes  three 
to  six  weeks  to  negotiate. 

Which  party,  the  corporation  or  the 
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PRESENTING  THE  END  OF  THE  DARK  AGES. 
RCA  INTRODUCES  ITS  BEST  AND  BRIGHTEST  GENERATION  OF  BIG-SCREEN  TVS. 


BIG,  BRIGHT,  AND  BEAUTIFUL  IN  A  SLEEK  NEW 
DESIGN.  From  a  performance  point  of  view,  RCA's 
new  giant-screen  TV's  are  the  most  watchable 
ever.  Their  increased  brightness  and  contrast  lev- 
els make  watching  in  the  dark  a  thing  of  the  past. 
And  their  new,  crowd-pleasing  viewing  angle  makes 
just  about  every  seat  in  the  house  the  best  seat  in 
the  house. 

From  a  design  point  of  view,  RCA's  new  projec- 
tion TV's  are  absolutely  stunning.  Their  sleek  wood 
cabinet  measures  just  42V  high  and  only  28  V 
deep.  Which  adds  up  to  a  compact  cabinet  that 
complements  almost  any  decor. 

SIZE  ISN'T  EVERYTHING.  Standard  features 
include  video  monitor  capability  with  a  convenient 


system  of  input/output  jacks  that  lets  you  hook  up 
a  video  cassette  recorder,  videodisc  player,  and 
stereo  unit  for  maximum  enjoyment.  Additionally, 
RCA's  projection  TV's  come  equipped  with,  our 
Digital  Command  Center:  the  total  control  remote 
control  that  enables  you  to  operate  RCA's  most" 
advanced  VCR's  and  new  Random  Access 
VideoDisc  Player  from  the  same  handheld  unit. 

For  more  in-depth  information  and  a  free  copy 
of  "Designing  for  Video,  A  GUIDE  FOR 
PROFESSIONALS,"  write:  RCA  Consumer 
Electronics,  Dept.  32-31 2W,  Indianapolis,  IN  46206. 

WE'LL  OPEN  YOUR  EYES. 


L 

L_  L 
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he  boys  try 
a  new  place 
in  their  Peugeot 


They  have  driven  almost  two 
hours  to  get  to  this  place,  a  lake 
with  an  old  Indian  name  that  means 
"Fish  jump  out." 

It  was  still  dark  when  the  man 
woke  the  boy  and  they  both  tiptoed 
around  the  house,  the  floorboards 
cold  under  their  feet,  getting  ready. 
Getting  ready  consisted  of  climbing 
into  some  clothes  and  taking  the 
sandwiches  out  of  the  refrigerator. 
The  man  did  not  make  the  boy  wash 
his  face  or  brush  his  teeth,  which 
made  the  day  seem  even  more  special. 

They  do  not  bring  the  boy's  sister 
this  time.  She  is  only  four  and  makes 
a  lot  of  noise  and  thinks  fish  stink. 
It  is  just  the  two  of  them,  the  big  one 
and  the  little  one.  "The  boys,"  as 
the  mother  calls  them. 

"Do  you  think  it's  true?"  the 
boy  asks. 

"Is  what  true?" 

"Fish  jump  out." 

The  man  nods.  "You'll  see." 


Nothing  says  a  wagon  has  to  be  primitive- 
Seats  of  soft,  supple  leather  are  available  at 
extra  cost  in  the  Peugeot  505  S. 


The  station  wagon  they  have 
driven  up  here  in  is  a  Peugeot, 
the  505  S. 

It  is  a  big  wagon.  With  its  rear 
seat  up,  it  has  more  cargo  space  than 
any  other  wagon  available  in  America. 
The  payload  is  over  half  a  ton. 

It  is  a  lavishly  equipped  wagon. 
Air  conditioning  is  standard  equip- 


ment. Central  locking.  Cruise  con 
trol.  Power  steering,  brakes,  window 
antenna.  A  50-watt  radio/cassette 
system  with  six  speakers.  Heated 
front  seats.  Even  side  mirrors  that 
de-ice  themselves.  All  standard 
equipment.  The  Peugeot  is  very  muc 
a  wagon  for  comfort  of  body. 

It  is  also  a  wagon  for  comfort  o 


nind.  The  Peugeot  is  one  big  wagon 
hat  is  designed  nut  to  wag  its  tail 
:lumsily  from  side  to  side  on  the  high- 
way. It  handles  exactly  like  a  sedan. 

You  can  have  a  Peugeot  wagon 
vith  vinyl  seats,  velour  seats,  or 
eather  seats.  A  fuel-injected  gaso- 
ine  engine  or  a  turbocharged-diesel 
ngine.  Prices  range  from  $11,990  to 


$  17,965*  (Prices  of  Peugeot  sedans 
range  from  $11,300  to  $17,670.) 

Please  call  1-800-447-2882  toll 
free  in  the  continental  U.  S.  for  a 
facts-filled  brochure  and  the  name 
of  your  nearest  Peugeot  dealer. 

'Based  on  RO.E.  manufacturer's  suggested  retail  prices. 
Actual  prices  may  vary  by  dealer.  Destination  charges, 
taxes,  dealer  preparation,  if  any,  and  license  fees  are  extra 
Cargo-carrying  capacity  based  on  EPA  measurements. 


©  1984,  Peugeot  Motors  of  America,  Inc. 


Careers 


CEO,  gets  the  better  deal?  "Cov- 
enants running  to  the  executive's 
benefit  far  outnumber  those  running 
to  the  employer's,"  says  Bachelder.  "If 
a  contract  is  what's  necessary  to  at- 
tract an  employee,  the  company  has 
to  do  it." 

"Contracts  are  indigenous  to  high- 
risk,  high-reward  industries  such  as 
entertainment,  cosmetics,  securities 
and  communications," 
according  to  Louis  J.  Brin- 
disi  Jr.,  the  Booz,  Allen  & 
Hamilton     senior  vice 
president  who  heads  the 
firm's  executive  compen- 
sation practice.  "They  are 
also  used  as  security  for  a 
company    that  doesn't 
want  its  talent  raided  by 
other  highly  competitive 
firms  in  an  industry." 

Regardless  of  the  indus- 
try, any  company  that 
fears  a  takeover  will  usu- 
ally be  quick  to  offer  con- 
tracts, which  invariably 
provide  golden  para- 
chutes, to  top  officers. 

Let's  say  you  are  desired 
enough  to  warrant  a  con- 
tract. Where  are  the  po- 
tential minefields? 

One  of  the  most  litigat- 
ed clauses  is  probably  the 
"no-compete"  provision, 
the  section  that  says  you 
won't  sell  your  soul  to  the 
competition  right  after 
you  quit.  This  raises  some 
sticky  legal  issues,  like 
whether  the  firm  you 
leave  has  the  right  to  ren- 
der you  virtually  unem- 
ployable for  several  years. 
If  you  leave  a  specialized 
business,  the  only  place 
you  may  be  able  to  find 
another  job  at  a  compara- 
ble compensation  level  is 
at  a  competitor. 

Courts  have  often  found 
for  the  employee  when 
such  clauses  have  been 
tested,  but  it's  better  to 
hammer  out  a  no-compete 
provision  that  won't 
cause  you  problems  later. 

If  you  have  been  recruit- 
ed from  outside  a  com- 
pany, don't  expect  too 
much  help  from  an  execu- 
tive recruiter  in  working 
out  the  specifics  of  a  con- 


tract. Many  recruiters  bristle  at  the 
mention  of  contracts.  Remember, 
they  are  interested  in  making  happy 
marriages,  not  in  creating  problems 
en  route  to  the  altar. 

You  will  need  a  specialized  attor- 
ney to  go  to  bat  for  you.  Employment 
contract  law  is  a  tiny  specialty,  prac- 
ticed by  labor,  tax  or  "intellectual 
property"  attorneys.  Many  legal  firms 
with  substantial  estate  and  trust  divi- 
sions have  a  tax  specialist  with  expe- 
rience in  the  field. 

What  is  new  in  the  contract  field? 
Termination  agreements  are  increas- 


The  Ten  Commandments  of  contracts 


An  employment  agreement  typically  includes  eight 
to  ten  clauses  that  cover  everything  from  stock  op- 
tions to  dental  plans. 


b) 


•  1 .  Terms  of  the  agreement.  Three  to  five  years  is  most 
common. 

•  2.  The  position.  Title  and  the  responsibilities  that 
accompany  it. 

•  3.  Base  salary.  Subject  to  periodic  review,  at  least 
annually. 

•  4.  Annual  bonus.  Specifies  the  form:  stock,  cash  or 
other. 

5.  Long-term  incentive  awards.  May  be  stock  options, 
stock  appreciation  rights,  performance  share 
awards,  all  over  several  years. 

6.  Employee  benefits.  Includes:  pension,  profit-shar- 
ing plan,  medical  and  hospitalization  plans. 

7.  Termination  arrangements.  Frequently  covers  sev- 
eral scenarios: 

a)  Death.  Salary  continues  for  a  specified  period. 
Disability.  Compensation  in  excess  of  employ- 
ee benefit  package. 
Without  cause.  Executive  disagrees  with  the 
board  over  the  company's  goals.  No  misconduct 
implied.  Salary  usually  continues  for  one  to 
three  years. 

With  cause.  Serious  misconduct,  not  just  poor 
performance.  All  benefits  stop. 
Voluntary  termination  by  the  executive.  All 
benefits  stop. 

Golden  parachute.  A  change  of  ownership  or 
proxy  fight  results  in  a  change  of  direction.  The 
executive  leaves  voluntarily  but  continues  to 
collect  salary  or  other  benefits. 
» 8.  No-compete  provisions.  First  defines  the  com- 
pany's business,  then  specifies  the  geographic  area 
and  time  period  in  which  the  executive  cannot 
compete  with  the  business. 
9.  Confidentiality  provisions.  Governs  the  preserva- 
tion of  confidential  information  and  prohibits  raid- 
ing of  key  employees. 
10.  Arbitration.  Court-mandated  enforcement  of  the 
contract  is  waived  in  favor  of  less  costly  arbitra- 
tion. Employer  reserves  the  right  to  get  an  injunc- 
tion in  competition  or  confidentiality  disputes. 


d] 


f) 


*Less  formal  employment  agreements  for  rained  middle  managers  are 
usually  limited  to  these  clauses 


ingly  popular,  says  Stanley  Lieber- 
stein,  a  New  York  intellectual-proper- 
ty lawyer.  "Perhaps  it  is  because  of 
their  simplicity,"  Lieberstein  says. 
"In  contrast  to  a  more  complicated 
contract,  a  termination  agreement 
permits  a  handshake  ending,  should 
the  employer  decide  to  dismiss  the 
executive.  In  exchange  the  executive 
receives  payment  tied  to  the  annual 
salary  and  years  of  service." 

William  Cash,  a  vice  president  with 
Cresap,  McCormick  &.  Paget,  sees  a 
trend  to  less  formal,  shorter  employ- 
ment agreements  for  senior  middle 
managers.  "Instead  of  the 
30  pages  of  legalese,  these 
contracts  are  3  to  4  pages 
setting  out  the  term  and 
conditions  of  employment 
in  layman's  language."  (In 
the  box,  the  provisions  of  ab- 
breviated contracts  are  indi- 
cated by  a  bullet .)  Ca  sh  add  s : 
"The  point  is  to  create 
some  equity  for  senior 
middle  managers  the  com- 
pany is  seeking  to  retain  or 
recruit." 

Should  employees  who 
are  not  top  officers  seek 
contracts?  If  the  company 
seeking  the  employee  is 
hungry  enough,  some  sort 
of  contract  can  usually  be 
arranged  by  a  hard-nosed 
negotiator.  But  at  least 
one  consultant  sees  rea- 
son to  be  wary.  "Why 
should  an  aggressive 
young  person  be  locked 
into  a  contract?"  asks 
Andy  Sherwood,  presi- 
dent of  Goodrich  &.  Sher- 
wood, a  human  resources 
consulting  firm.  "If  he's 
that  good,  he'd  do  better 
with  the  flexibility  to 
move  for  the  best  offer." 

Also,  your  boss  could 
wind  up  being  an  ogre.  In 
fact,  Sherwood  thinks 
contracts  are  sometimes 
downright  wrong.  "When 
you  have  a  contract,  you 
are  dealing  from  a  neurot- 
ic base,"  he  says.  "The 
employer  isn't  sure  the 
candidate  can  do  the  job 
or  that  he  will  stay  around 
long  enough  to  accom- 
plish it.  The  candidate  is 
not  sure  that  what  he's  be- 
ing told  about  the  future 
of  the  company  will  be 
true." 

Some  way  to  start  a 
honeymoon. 
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The  true  sportsman  is 
istinguished  by  his  natural 
tyle  and  his  sense  of  adventure. 

And  our  exclusive  Field  & 
tream  Club  Tie  is  a  symbol  of 
tie  sportsman's  essence:  his  love 
f  the  outdoors. 

This  tie,  woven  in  England  of 
ne  twill  fabric,  is  available  in 
our  choice  of  maroon  or  navy. 

Emblazoned  with  Field  & 
tream's  silk  insignia  of  the 


$2.50  postage  6-  handling  (add  your  applicable  sales  taxj,  /or  each  tie. 
Please  make  checks  payable  to  Field  6-  Stream. 
Color:  Maroon  Navy  

Charge  my  Credit  Card:  Amex  Visa  MC  Exp.  Date  

Account  No.    

Name  

Address   

City,  State,  Zip  

Signature  

Mail  to  Field  6-  Stream  Club  Tie,  120  Brighton  Road,  P.O.  Box  5076, 
Clifton  NJ  07015.  Allow  4-6  weeks  for  delivery.  Gift  box  included 


FS4B1S 


Canada  Goose  and  Rainbow 
Trout,  this  comfortable, 
handsome  club  tie  bears  the 
mark  of  a  sportsman  for  all 
seasons. 

Now,  after  enjoying  a  day  in 
the  country,  you  can  look  great 
spending  a  night  on  the  town. 

Field  Stream 

The  Field  &  Stream  logo  and  goose  (r 
trout  logo  ore  Irademarks  ot  CBS  Inc. 


Faces 

Behind  the  Figures 


Edited  by  John  R.  Dorfman 

Chip  off  the  old  block 

The  greenest  part  of  Scientific  Ameri- 
can Inc.  isn't  its  well-known  Scientific 
American  magazine,  but  rather  its  Sci- 
entific American  Medicine — a  loose-leaf 
internal  medicine  textbook  with 
monthly  updates,  sold  to  some  27,000 
doctors  at  $235  a  year  ($170  for  renew- 
als). Founded  and  managed  by  Jona- 
than Piel,  45,  Scientific  American  Medi- 
cine features  178  chapters  by  38  ex- 
perts, almost  all  from  Harvard  and 
Stanford,  on  such  subjects  as  conges- 
tive heart  failure  and  systemic  lupus 
erythematosus. 

First  published  in  1979,  the  text 
took  only  three  years  to  break  into  the 
black.  Says  Piel,  "The  gamble  is  pay- 
ing off."  In  more  ways  than  one,  he 
might  add.  The  medical  division  ac- 
counts for  only  10%  of  the  parent's 
$50  million  revenues,  but,  with  pre- 
tax margins  of  about  20%,  it  account- 
ed for  over  half  of  Scientific  Ameri- 
can's estimated  $1  million  net  in- 
come last  year.  For  Piel,  too,  the 
gamble  has  been  a  good  one:  This  May 
he  takes  over  as  chief  executive  of  the 
parent  company  his  father,  Gerard 
Piel,  has  run  for  36  years. 

The  flagship  of  the  firm  remains 
Scientific  American,  which  has  reached 
1  million  circulation  worldwide  by 
aiming  for  the  prestige  end  of  the  mar- 
ket. Unlike  most  competitors,  Scien- 
tific American  carries  articles  by  scien- 
tists rather  than  about  them;  it  has 
published  the  work  of  79  Nobel  Prize 
winners.  Founded  in  1845,  the  maga- 
zine was  nearly  defunct  when  taken 
over  in  1948  by  Gerard  Piel  and  two 
associates.  Their  successful  turn- 
around attracted  competition,  if  not 
imitators.  The  last  six  years  have  seen 
the  launching  of  Bob  Guccione's 
Omni,  Time  Inc.'s  Discover,  the  non- 
profit Science/84  and  a  revamped  ver- 
sion of  Hearst  Corp.'s  Science  Digest. 

Thus,  the  medical  operation  came 
just  in  time.  What  with  the  recession 
and  increased  competition,  Scientific 
American  proper  was  barely  in  the 
black  last  year.  Advertising  fell  from 
1,188  pages  in  1979  to  827  last  year. 

But  Gerard  Piel,  68,  retires  as  the 
magazine  is  turning  a  corner.  Ad 
pages  for  the  past  three  months  are  up 
35%  from  a  year  ago.  Since  an  addi- 


Jonatban  Piel,  CEO-to-be  of  Scientific  American  Inc 
The  doctors  are  where  the  money  is. 


tional  page  yields  the  company  an  av- 
erage $17,000  but  costs  only  half  that 
in  production  and  ad-selling  expenses, 
the  rebound  should  make  it  easy  for 
the  closely  held  Scientific  American 
Inc.  (employees,  including  the  Piels, 
own  close  to  half  the  company)  to 
double  last  year's  net.  Meanwhile,  a 
college  textbook  line  should  turn 
profitable  in  1985,  says  the  younger 


Piel,  and  he  is  pondering  which  publi- 
cations might  profitably  be  distribut- 
ed electronically. — William  Baldwin 

Don't  explore 

Mark  Millard's  fingerprints  are  on 
many  of  the  past  decade's  oil  deals.  He 
helped  spark  the  Conoco  bidding  war 
in  1981  by  advising  Seagram  to  pur- 


Dealmaker  Mark  Millard 

The  hard  times  for  oil,  he  says,  are  here  to  stay. 
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chase  Conoco  shares.  He  represented 
Dome  Petroleum  in  its  $1.67  billion 
purchase  of  Conoco's  interest  in  Hud- 
son Bay  Oil  &  Gas.  He  negotiated  the 
$2.3  billion  sale  of  Seagram's  oil  and 
gas  properties  to  Sun.  He  helped  ad- 
vise Esmark  in  the  $1.1  billion  sale  of 
its  oil  properties  to  Mobil,  Total  Pe- 
troleum and  Petro-Lewis.  And  recent- 
ly he  led  Burlington  Northern's  $1 
billion  takeover  of  El  Paso. 

You  might  well  expect  this  indus- 
try veteran  to  regard  the  oil  industry's 
current  hard  times  as  a  passing  phase. 
Nothing  like  it.  Millard,  75,  a  senior 
managing  director  of  Shearson/Amer- 
ican  Express,  is  urging  oil  companies 
these  days  against  plowing  profits 
back  into  new  exploration.  "At  to- 
day's finding  costs,"  he  says,  "the  on- 
going business  oil  companies  are  en- 
gaged in  does  not  produce  an  accept- 
able return."  When  you  add  in  lifting 
costs,  interest  costs  and  taxes,  he 
says,  finding  new  oil  is  on  average  a 
losing  proposition. 

But  buying  existing  reserves  is  an- 
other matter.  Simple  arithmetic,  Mil- 
lard says.  At  a  time  when  the  average 
cost  of  finding  new  oil  is  over  $10  per 
barrel,  it  makes  sense  to  pick  up  oil 
already  found  at  $5  to  $8.  As  far  as 
Millard  is  concerned,  then,  Texaco 
was  right  to  agree  to  buy  Getty  last 
month — it  paid  about  $4  per  barrel  for 
the  oil.  And  Getty  was  right  to  sell. 
"At  $125  per  share,"  says  Millard, 
"Getty  stockholders  are  getting  rea- 
sonable value." 

Best  of  all,  Millard  says,  the  cash 
generated  by  such  takeovers  and  liq- 
uidations will  flow  back  into  the  cap- 
ital markets,  where  it  can  help  to  fi- 
nance, among  other  things,  the  devel- 
opment of  more  efficient  energy 
sources. — Barbara  Kallen 


Not  your  usual  gumshoe 

Something  is  rotten  at  Eudora  Grain. 
Boom  Boom  Warshawski,  a  former 
hockey  star,  now  a  bright  up-and- 
coming  young  executive,  has  "fallen" 
off  the  pier  and  drowned  under  a  ship 
propeller.  The  victim  had  been  taking 
a  careful  look  at  invoices  and  shipping 
documents  and  had  quarreled  with 
his  boss.  Did  he  know  too  much?  En- 
ter V.I.  Warshawski,  the  resourceful 
and  attractive  Chicago  private  eye, 
who  was  Boom  Boom's  cousin. 

You  are  in  the  world  of  Deadlock, 
the  second  novel  in  the  V.I.  War- 
shawski series  by  Sara  Paretsky, 
whose  first  was  Indemnity  Only  Both 
novels  are  fast-paced  enough  to  satis- 
fy demanding  fans  of  detective  fic- 
tion. The  business  settings  are  also 
drawn  with  realism.  As  well  they 


might  be,  since  Paretsky,  who  holds 
both  an  M.B.A.  and  a  Ph.D.  in  history, 
works  for  CNA  Financial  Corp.  in 
Chicago  (consulting  with  indepen- 
dent agents  on  automation).  In  Indem- 
nity Only  the  murder  plot  ties  in  with 
an  insurance  fraud  scheme  at  Ajax 
Insurance,  a  large  Chicago  firm.  Ajax, 
Paretsky  insists,  "is  not  supposed  to 
be  CNA."  Perish  the  thought. 

To  give  authenticity  to  Deadlock, 
Paretsky  used  a  week's  vacation  from 
CNA  to  do  firsthand  research,  includ- 
ing several  days  on  a  freighter.  After 
being  laughed  at  by  people  at  U.S. 
Steel  and  Inland  Steel  and  rebuffed  by 
the  U.S.  Coast  Guard,  Paretsky  found 
cooperative  folks  at  Canada  Steam- 
ship Lines  who  let  her  make  a  voyage 


Franklin's  firm 

Ben  Franklin's  insurance  company, 
The  Philadelphia  Contributionship,  is 
alive  and  making  money.  Founded  by 
that  Founding  Father  himself  in  1752, 
it  has  been  headquartered  in  the  same 
Greek-revival  building  on  the  edge  of 
Society  Hill  since  1836. 

"It's  great  being  around  all  this  his- 
tory," says  Morris  Lloyd  Jr.,  46,  presi- 
dent and  treasurer.  "But  it  can  lull 
you  into  feeling  very  comfortable. 
You've  got  to  remind  yourself  that 
you're  not  back  in  the  quill  pen  era." 

Revenues,  only  $7.4  million  in 
1982,  do  seem  to  belong  to  an  earlier 
time.  But  the  profit  margin — 35%, 
producing  net  income  of  $2.7  mil- 


Detectu  v  novelist  Sara  Paretsky 

Who  killed  Boom  Boom  Warshawski? 


on  the  J.W.  McGiffin.  "My  husband," 
she  says,  "armed  me  with  a  pocket 
knife  in  case  I  needed  to  defend  my- 
self. But  the  crew  couldn't  have  been 
nicer.  They  were  all  thrilled  to  see  a 
new  person." 

It  doesn't  take  a  great  detective  to 
speculate  about  V.I.  Warshawski  as  an 
extension  of  certain  traits  in  Par- 
etsky's  character.  Unlike  her  fictional 
heroine,  Paretsky  isn't  likely  to  break 
a  hood's  arm  with  a  single  blow.  She 
does,  however,  keep  in  shape,  swim- 
ming five  times  a  week.  Paretsky 
would  never  let  dirty  dishes  pile  up  in 
the  sink,  as  private  eye  Warshawski 
does,  but  her  impatience  with  too 
much  order  shows  up  in  a  slightly 
cluttered  office  at  CNA.  A  feminist, 
like  her  creation,  Paretsky  says  one  of 
her  biggest  satisfactions  is  getting  let- 
ters from  women  inspired  by  V.I.'s 
independence. — J.R.D. 


lion — would  be  welcome  in  any  age. 

The  company  deals  mainly  in  fire 
and  homeowners'  insurance.  Old  Ben 
used  to  charge  the  equivalent,  in  to- 
day's currency,  of  up  to  $720  per 
$36,000  of  property  value  for  seven 
years'  fire  coverage — about  2%  of  val- 
ue. Today  such  coverage  is  written 
one  year  at  a  time.  Fire-only  coverage 
might  run  $412  on  a  $100,000  frame 
building.  Multiply  that  by  seven  (for 
seven  years,  disregarding  inflation  in 
premiums)  and  you're  paying  at  least 
2.8%  of  value — more  than  Ben  Frank- 
lin's buyer  paid. 

The  Contributionship,  however, 
commands  a  high  premium  by  spe- 
cializing in  an  offbeat  product,  perpet- 
ual fire  insurance,  which  dates  back 
to  1895.  In  lieu  of  annual  premiums, 
the  buyer  plunks  down  a  single  large 
deposit,  refundable  in  full,  after  at 
least  five  years,  when  the  insurance  is 
canceled.  The  deposit  usually  runs 
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about — you  guessed  it — 2%  of  the 
property  value.  The  money,  of  course, 
earns  interest  for  The  Contribution- 
ship  in  the  interim. 

Although  The  Contributionship  is 
one  of  only  about  six  companies  that 
still  write  perpetual  policies,  Lloyd 
thinks  the  company  should  hang  on 
to  a  good  thing:  He  has  recently  con- 
verted some  of  the  company's  home- 
owners' coverage  (which  covers  more 


The  Contributionship 's  Morris  Lloyd  Jr. 
Would  Poor  Richard  buy  it? 

risks  than  straight  fire  coverage)  to 
perpetual,  too. 

"Remember  that  time  is  money," 
Ben  Franklin  wrote  in  Advice  to  a 
Young  Tradesman.  That's  an  interest- 
ing point.  One  wonders  whether  the 
canny  Founding  Father  would  choose 
to  tie  up  his  money  for  someone  else 
to  use  over  the  years  by  buying  one  of 
The  Contributionship's  policies  to- 
day.— Walecia  Konrad 

Fit  in  ...  or  be  fired 

English  managers  are  not  without  tal- 
ent, Sir  Michael  Edwardes  insists, 
they  are  simply  demoralized.  "People 
who  run  companies  outside  Britain 
know  it  can  be  done,"  Sir  Michael 
says.  But  he  believes  that  managers 
who  have  grown  up  with  Britain's 
problems — low  executive  pay  and 
strong  unions,  to  name  two — "can  be 


brainwashed  into  thinking  it  cannot 
be  done." 

Sir  Michael,  53,  South  African  by 
birth  and  apparently  unbrainwashed, 
has  been  rotating  from  one  hot  spot  to 
another  the  past  few  years  cleaning  up 
messes.  He  was  knighted  for  engi- 
neering the  rebuilding  of  British  Ley- 
land  between  1977  and  1982.  He  re- 
cently finished  a  stint  as  chairman  of 
Mercury  Communications,  a  new 
phone  company  backed  by  the  likes  of 
British  Petroleum  and  Barclays  Mer- 
chant Bank  that  may  one  day  rival 
British  Telecom.  He  is  chairman  of 
Chloride  Group,  the  $568  million 
(sales)  battery  maker  at  which  he  has 
spent  much  of  his  career.  Next  chal- 
lenge: ICL  (sales,  $1.3  billion),  the 
largest  British-owned  computer  mak- 
er. Edwardes  is  deputy  chairman  and 
becomes  chairman  in  April. 

Edwardes  thinks  the  first  step  in 
any  turnaround  is  to  sit  down  with 
the  managers  and  discover  how  their 
personal  goals  match  company  goals. 
The  next  step  is  to  pick  the  right  job 
for  the  man  or  fire  him. 

At  BL,  Edwardes  brought  in  Ameri- 
can and  South  African  psychologists 
to  help  him.  Several  hundred  under- 
employed executives  at  all  levels  left. 
But  those  who  stayed  successfully 
confronted  Britain's  most  militant 
union  leaders,  slashed  the  BL  work 
force  by  50%,  got  new  models  coming 
off  the  line  and  halved  losses,  to  $440 
million  in  1982.  Since  Edwardes'  de- 
parture, the  recovery  has  continued: 
BL  earned  its  first  operating  profit 
($1.95  million)  in  four  years  in  the 
first  half  of  1983. 


Compared  with  BL,  the  task  ahead 
at  ICL  looks  easier.  Since  the  govern- 
ment rescued  the  company  with  loan 
guarantees  of  $350  million  in  1981, 
ICL  has  moved  into  the  black  with  a 
profit  of  $73.4  million  in  fiscal  1983. 
"They've  done  their  crash  program 
and  got  their  act  together,"  he  says.  "I 
can  make  a  more  broad,  strategic  in- 
put now.  In  BL,  I  had  both  the  crash 
program  to  handle  and  the  strategic 
problems." — Rosemary  Brady 

Flying  Dutchman 

Arthur  del  Prado,  president  of  Ad- 
vanced Semiconductor  Materials  In- 
ternational N.V.,  thinks  his  Dutch 
countrymen  are  too  shy  in  the  pres- 
ence of  new  ideas — at  least  when  it 
comes  to  investing  in  them.  That's 
why  he  had  to  come  to  the  U.S.  to 
raise  all  the  public  equity  capital  for 
his  firm,  a  $70  million  (estimated 
1983  sales)  Dutch-based  manufactur- 
er of  equipment  for  the  semiconduc- 
tor industry.  "Europeans  don't  have 
the  same  insight  or  feel  for  the  dy- 
namics of  the  market,"  says  del  Prado. 
"They're  not  willing  to  take  risks." 

Del  Prado's  European-based  com- 
pany went  public  here  in  1981.  Then, 
wagering  on  Wall  Street's  willingness 
to  snap  up  technology-related  stocks 
with  high  price/earnings  ratios 
(ASM's  was  20  at  its  $15  million  first 
offering),  del  Prado  came  back  for  a 
second  helping — $30  million  last  fall. 

Financing  his  company  is  not  the 
only  area  where  del  Prado,  ASM's 
founder  and  major  stockholder,  takes 
a  novel  approach.  The  52-year-old 


Corporate  turnaround  specialist  Sir  Michael  Edwardes 
First  a  heart-to-heart  chat,  and  then.  .  .  . 
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WHEN  WE  DESIGN  A  VAN  AT 
DODGE,  WE  ALWAYS  START 
AT THE BOTTOM LINE  t 


WE  ARE  DODGE  AND  WE 
KNOW  HOW  TO  MAKE  A 
VAN  MAKE  MONEY. 

Dodge  Ram  Vans  come 
in  three  body  lengths, 
depending  on  model, 
with  twenty  pay  load  rat- 
ings up  to  4635  pounds. 
You  can  tailor  a  Dodge 
Van  to  fit  your  operation. 

THE PAYLOAD  ISN'T  THE 
ONLY  PAYOFF. 

Standard  on  most  mod- 
els, the  225  Slant  Six 
with  4-speed  manual  OD 
transmission  is  a  well- 
proven  combination. 
And  you  can  also  choose 
a318C!DV-8  or360  4bbl. 
V-8  as  options  on  some 
models. 

YOUR  VAN  OUGHT  TO  BE 
IN  BUSINESS  AS  LONG 
AS  YOU  ARE. 

Dodge  Vans  make  exten- 
sive use  oi  corrosion- 
fighting  galvanized  steel 
surfaces.  Our  127"  wheel- 
base  model  has  six  times 


All-welded  integral  body/frame 
design. 


3  Wheelbase/Body  Lengths: 
109.67J78.9" 
J27.67J96.9" 
J27.6/222.9" 


as  much  as  a  compara- 
ble Ford. . .  twice  that  of  a 
comparable  Chevy.  One 
reason  why  over  92%  of 
all  Dodge  trucks  built  in 
the  last  ten  years  are  still 
on  the  job.* 

THE  BOTTOM  LINE 
STARTS  WITH  A 
SURPRISE. 

That's  because  Ram 
Tough  quality  doesn't 
demand  a  big  price.  For 
example,  the  affordable 
price  of  a  Long  Range 
Ram  Van  includes  such 
things  as  tinted  glass, 
power  brakes  with  new 
11"  rear  drums  and 
36-gallon  fuel  tank. 

Like  to  compare  a  few 
bottom  lines?  See  your 
Dodge  dealer.  Surprise 
yourself! 


EPA 
EST 
MPG 


EST 


19  hwy  26 


Long  Range  Ram  Van  mileage.  Vse 
EPA  est.  mpg  to  compare.  Your  mpg 
may  vary  with  speed,  distance, 
weather.  Actual  hwy.  mpg  &  CA  ests. 
.'  Based  on  R.  L.  Polk  registra- 
tions through  7/J/82. 
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Arthur  del  Prado  of  ASM 
"Europeans  don't  have  the  feel." 

CEO,  who  despite  his  Spanish-sound- 
ing name  is  Netherlands-born,  is  bet- 
ting on  a  worldwide  network  of  man- 
ufacturing plants  (Europe,  the  U.S., 
Hong  Kong  and  Japan)  that  can  pro- 
duce to  local  specifications.  Unlike 
its  competitors — companies  such  as 
Applied  Materials,  KRAS  and  Kulicke 
&  Soffa — ASM  offers  equipment  used 
in  all  stages  of  the  semiconductor  pro- 
duction process. 

Diversification  has  enabled  ASM 
"to  avoid  many  of  the  pangs  suffered 
by  most  U.S.  equipment  manufactur- 
ers," notes  William  Schneider,  vice 
president  for  research  at  Drexel  Burn- 
ham  Lambert.  U.S.  operations  showed 
a  loss  in  1982,  for  example,  but  world- 
wide profits  kept  them  in  the  black. 

With  U.S.  operations  again  profit- 
able, ASM  showed  a  respectable 
15.8%  return  on  equity  for  the  first 
nine  months  of  1983.  That  figure 
could  top  20%  this  year,  some  ana- 
lysts think.  And  if  the  company  con- 
tinues to  hold  to  its  40%  average  an- 
nual growth  rate,  del  Prado  estimates 
that  he  will  be  returning  to  the  more 
venturesome  U.S.  capital  markets 
"every  2 Vi  to  3  years." — Ruth  Simon 

prime  number 

Maybe  now,  at  last,  people  will  under- 
stand what  Joe  Debe  is  up  to — a  genu- 
inely new  way  to  invest,  or  speculate, 
in  the  stock  market.  Debe's  the  guy 
who  invented  ppime  and  score,  in- 
struments that  may  join  common 
stock,  warrants  and  options  as  stan- 
dard investment  vehicles.  After  start- 
ing last  October  with  AT&T,  Debe's 
Americus  Shareowner  Service  Corp. 
has  filed  with  the  SEC  to  offer  primes 
and  scores  on  the  stock  of  Exxon  and 


General  Motors. 

Debe's  Americus  Trust  allowed 
people  to  turn  in  their  AT&T  shares 
for  special  certificates  perforated 
down  the  middle.  One  half,  the  score, 
gives  the  holder  the  right  to  all  capital 
appreciation  above  $75  on  each  share 
of  AT&T  common  when  the  trust 
terminates  in  1988.  The  other,  the 
prime,  gives  the  holder  the  right  to  all 
dividends  over  a  five-year  period,  plus 
limited  capital  appreciation  up  to  $75 
a  share.  The  New  York  Stock  Ex- 
change understood  them  well  enough 
to  have  listed  both  primes  and  scores 
since  last  Oct.  25.  But  with  total  sales 
on  the  AT&T  trust  of  only  5V&  million 
shares,  Wall  Street  seems  to  have 
missed  the  point,  lumping  Americus 
Trust  with  other  "Humpty  Dumpty" 
funds  that  "put  AT&T  back  together 
again." 

But  you  are  likely  to  hear  a  good 
deal  more  about  primes  and  scores. 
Here's  how  they  work:  Suppose  you 
are  interested  mainly  in  income.  You 
buy  GM  or  Exxon  shares  and  ex- 
change them  for  Americus  certifi- 
cates. Keep  the  prime  and  sell  off  your 
score.  With  the  proceeds,  buy  more 
primes,  increasing  your  yield. 

You  say  you  are  after  capital  gains? 
Do  the  reverse.  Keep  your  score,  sell 


Faces 

Behind  the  Figures 


primes  are  income  vehicles,  but,  un- 
like bonds  or  preferreds,  they  have  the 
possibility  of  benefiting  from  divi- 
dend growth. 

The  closest  thing  to  Debe's  concept 
up  to  now  was  shares  in  dual-purpose 
closed-end  funds.  But  those,  like  oth- 
er closed-end  investment  funds,  have 
often  traded  at  discounts  from  net  as- 
set value.  Americus  will  prevent  that 
by  standing  ready  to  redeem  paired 
primes  and  scores  for  shares  of  the 
underlying  stock. 

On  the  AT&T  trust,  it  cost  buyers 
60  cents  to  $1.35  a  share  to  play  the 
game  (Americus  gets  25  cents,  the 
broker  the  rest).  Debe  hopes  to  bring 
the  cost  down  to  about  37  cents  a 
share  or  less.  After  some  three 
months  of  trading,  holders  of  AT&T 
primes  have  about  a  7%  gain;  scores 
are  roughly  unchanged. 

Debe,  56,  formerly  CEO  of  the  Sur- 
veyor Fund,  has  been  nursing  his 


Joe  Debe,  CEO  of  Americus  Shareowner  Service  Corp. 

A  new  way  to  invest,  not  just  another  Humpty  Dumpty  fund. 


the  prime  and  buy  more  scores  with 
the  proceeds.  There  is  a  huge  leverage 
kick  in  the  scores.  Suppose  Exxon 
sells  at  around  $38  a  share.  A  prime 
might  go  for  about  $33  and  a  score  for 
about  $5.  Suppose  you  buy  a  score 
and  Exxon  stock  goes  to  $46,  a  21% 
rise.  Your  score  might  be  worth 
about  $10,  a  100%  rise. 

scores,  then,  resemble  warrants. 


prime  and  score  brainchild  for  ten 
years,  dipping  into  personal  assets  (ac- 
cumulated mainly  from  options  trad- 
ing and  other  investments).  How  does 
he  feel  to  have  it  off  the  ground  at 
last?  A  grin  lights  up  his  usually  sober 
face.  "Gee,"  he  says,  "there  have  been 
so  many  false  starts.  I  still  find  it  hard 
to  believe,  but  here  we  are." — f.R.D. 
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We  are  many  companies — 

all  in  freight  transportation — 

working  under  a  single  responsibility. 

CF  means  service. 

CF  means  the  best  value  for  your 

transportation  dollar. 

The  C§" Company 

The  Service  Company 


3240  Hillview  Avenue,  Box  10340, 
Palo  Alto,  California  94303 
(415)  494-2900. 
Telex  H  910-373-2105. 


Fansteel's  materials  technology  is  making  this  child's  dream  of 
space  travel  into  a  reality. 

Fansteel's  Precision  Sheet  Metal  products  have  helped  aircraft  fly, 
have  landed  on  the  moon,  and  have  encircled  the  earth.  Other 
products  are  on  Mars  and  enroute  to  Saturn  and  beyond. 

Fansteel's  materials  technology  also  provides  advanced  and 
dependable  products  used  in  other  major  industries:  such  as 
electronics,  medicine,  mining,  sports,  communications,  and 
transportation.  Industry's  natural  source  for  the  future  is  Fansteel. 


r^anstecl 

Investing  in  Technology 


The  Forbes/Wilshire  5000  Review 


Caught  in  a  storm.  After  a  promising  start  in  the  year's 
first  few  days,  the  market  seems  to  have  lost  its  way.  Even 
the  slightest  bit  of  bad  news  sent  investors  scurrying  to 
their  brokers  with  sell  orders.  The  blue  chip  Dow  Jones 
industrial  average,  which  fell  2.1%  over  the  latest  two 
weeks,  was  hardest  hit. 

The  weakness  of  IBM,  one  of  the  30  Dow  stocks,  had  a 
major  effect — both  absolutely  and  psychologically — on 
this  indicator.  During  the  last  ten  trading  days,  Big  Blue 
dropped  6V2  points,  or  5.5%.  Expresssed  another  way,  the 
market  value  of  IBM  fell  almost  $4  billion.  The  Wilshire 


index,  which  measures  almost  5,000  stocks,  declined 
1.8%  and  lost  some  $33  billion  in  value  in  the  same 
period.  Thus  the  fall  of  IBM  accounts  for  roughly  12%  of 
the  overall  market  loss. 

Secondary  Issues,  meanwhile,  fared  a  bit  better  than 
their  blue  chip  brethren.  For  the  most  recent  two  weeks, 
the  NASDAQ  is  off  some  1.2%,  and  Amex  stocks  show 
only  a  0.4%  decline.  The  Amex  also  outperformed  the 
other  groups  during  the  last  month.  While  the  NYSE  was 
up  2.1%,  Amex  issues  were  ahead  by  3.1%.  NASDAQ 
shares  were  in  the  middle,  with  a  2.8%  advance. 


Close-up  On  The  Equity  Markets 


Performance  of  six  leading  indexes 

Percent  change 

Wilshire 
5000 

Forbes 
500 1 

Dow  Jones 
industrials 

NYSE 
Composite 

Amex  Market 
Value  Index 

NASDAQ 
Composite 

in  last  4  weeks 

1.8 

1.9 

0.7 

2.1 

3.1 

2.8 

in  last  52  weeks 

16.0 

15.6 

19.6 

15.6 

24.0 

16.6 

Stock  performance  baaed  on  five  key  investor  yardsticks 

Percent  change 

Company  size 

Volatility2 

P/E  multiple 

Dividend  yield 

Growth  profile3 

Share  price 

large 

small 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

in  last  4  weeks 

1.6 

7.5 

8.7 

3.3 

4.6 

7.8 

2.9 

6.4 

10.4 

2.9 

1.8 

8.8 

in  last  52  weeks 

18.0 

51.3 

43.9 

25.3 

25.1 

52.2 

24.8 

48.6 

41.5 

26.7 

30.3 

43.3 

'Based  on  sales. 

2A  stock's  sensitivity  to  overall  market  movement.  High-volatility  issues  have  wide  price  fluctuations,  low-volatility  issues  are  more  stable. 
3  A  quantitative  evaluation  of  a  stock's  growth  image,  determined  by  Wilshire  Associates. 


Note:  All  data  for  periods  ending  1/20/84.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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Where  The  Action  Is 


Filling  up  the  tank.  Energy  was  the  only  sector  to  buck  the 
declining  market  during  the  most  recent  two-week 
stretch.  Despite  weakness  in  the  smaller  oil  stocks  and 
the  oil  service  sector,  the  takeover  battle  for  Getty  and  its 
large  reserves  helped  these  companies  ring  up  gains  of  2% 
for  the  last  two  weeks  and  6.9%  for  the  last  month. 
IBM's  poor  performance,  meanwhile,  took  its  toll  on 


technology  issues.  This  group  suffered  the  sharpest  two- 
week  drop  of  all  nine  sectors — 3.6%.  Close  behind  in  the 
loss  column  were  the  utilities,  with  a  3.2%  decline.  Inves- 
tors were  responding  to  the  cancelation  of  two  nearly 
completed  nuclear  power  plant  projects  and  the  prospect 
that  other  electric  utilities  might  be  forced  to  take  similar 
actions. 


'Percent  change  in  last  52  weeks  O  O  Percent  change  in  last  two  weeks 


Capital  goods 


+  100 


+  50 


I  I  I  I  I  I  II  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I 


•83 


'84 


Energy 


+  100 


+  50 


I  I  I  I  II  I  I  I  I  I  I  I  I  I  I  I  I  M  I  I  I  I  I  I 


'83 


'84 


Technology 


+  100       |  | 


+  50 


I  I  I  I  I  I  I  I  I  I  I  I  II  I  I  I  I  I 

'83 


84 


Consumer  durables 


+  100 


+  50 


I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I 


'83 


'84 


Finance 


+  100 


+  50 


I  I  I  I  I  1  I  I  I  I  I  I  I  I  I  I  I 


'83 


44 


84 


Transportation 


+  100 


+  50 


J_L 


'83 


_LL 


84 


Consumer  nondurables  and  services 


+  100 


+  50 


I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I 


I  I 


'83 


'84 


Raw  materials 


+  100 


+  50 


I  I  I  I  II  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I 

'83  1  '84 


Utilities 


+  100 


+  50 


I  I  I  I  I  I  I  I  I  I  I  I  I  I  Ill 


'83 


'84 


What  The  Analysts  Think 


Good  and  cheap.  Here  for  the  first  time  are  1985  earnings  $2.55  over  the  latest  12  months,  to  $5.40  in  1985.  This 
estimates  for  the  Forbes  500s.  According  to  the  experts,  means,  of  course,  that  the  500s  are  currently  selling  at  a 
average  per-share  profits  should  more  than  double,  from    little  more  than  7  times  next  year's  earnings. 


Forecasting  the  Forbes  500 

Average 

Performance 

earnings  per 

period 

share 

P/E 

latest  12  months 

$2.55 

13.3 

1984  estimates 

4.35 

8.7 

1985  estimates 

5.40 

7.1 

Rank  based  on 
change  in  estimate 

Sector 

Estimated  1984 
EPS 

%  change  in  1 
in  2  weeks 

984  estimate 
in  4  weeks 

1 

Energy 

$1.95 

3.43% 

-9.89% 

2 

Transportation 

2.60 

2.51 

6.89 

3 

Finance 

3.98 

0.38 

-0.97 

4 

Utilities 

3.38 

0.27 

1.46 

5 

Consumer  durables 

2.68 

-0.26 

-1.99 

6 

Technology 

1.60 

-0.83 

-2.99 

7 

Consumer  nondurables 

2.46 

-0.84 

-1.64 

8 

Raw  materials 

2.79 

-0.95 

2.47 

9 

Capital  goods 

2.06 

-1.81 

-3.33 

Earnings  projections  are  equal-weighted  consensus  estimates  from  over  1,800  security  analysts. 

These  figures  are  compiled  and  updated  weekly  by  Zacks  Investment  Research,  a  Chicago-based  quantitative  consulting  firm. 


Note:  All  data  for  periods  ending  1/20/84  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif  >  Zacks  Investment  Research,  Inc  ,  Chicago,  111. 


164 


FORBES,  FEBRUARY  13,  1984 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 

The  offer  is  made  only  by  the  Prospectus. 


New  Issue  /  January  18, 1984 


$350,000,000 


Citicorp  Person-to-Person,  Inc. 


121/2%  Guaranteed  Subordinated  Capital  Notes  Due  January  15,1996 


Payment  of  Principal  and  Interest  Guaranteed  on  a  Subordinated  Basis  by 


CITICORPO 


Interest  on  the  Notes  is  payable  semiannually  on  July  15  and  January  15,  beginning  July  15, 1984.  At  maturity, 
the  Notes  will  be  exchanged,  at  the  option  of  the  Company,  for  Common  Stock,  $4.00  par  value,  Perpetual 
Preferred  Stock  or  other  marketable  permanent  primary  capital  securities  (collectively,  the  "Capital 
Securities")  of  Citicorp  having  a  market  value  equal  to  the  principal  amount  of  the  Notes. 

The  Notes  may  not  be  exchanged  for  Capital  Securities  prior  to  January  15, 1991.  On  or  after 
January  15, 1991 ,  at  the  option  of  the  Company,  the  Notes  may  be  exchanged  in  whole  for 
Capital  Securities  having  a  market  value  equivalent  to  the  principal  amount  of  the  Notes. 

The  Company  will  undertake  to  sell  the  Capital  Securities  on  behalf  of  holders  who  elect 
to  receive  cash  for  Capital  Securities  upon  an  exchange  of  their  Notes  in  an  amount 

sufficient  to  pay  the  principal  of  such  Notes. 


Price  99.625%  and  accrued  interest  from  date  of  delivery 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which  this  announcement  is  circulated 
only  from  such  of  the  undersigned  as  may  legally  offer  these  securities  in  such  State. 


Salomon  Brothers  Inc 


The  First  Boston  Corporation 

Goldman,  Sachs  &  Co. 


Merrill  Lynch  Capital  Markets 


Kidder,  Peabody  &  Co. 

Incorporated 

Bear,  Stearns  &  Co. 


Lehman  Brothers  Kuhn  Loeb 

Incorporated 


A.  G.  Becker  Paribas 

Incorporated 


Blyth  Eastman  Paine  Webber 

Incorporated 


Donaldson,  Lufkin  &  Jenrette 

Securitiei  Corporation 

Keefe,  Bruyette  &  Woods,  Inc. 


Drexel  Burnham  Lambert 

Incorporated 

Lazard  Freres  &  Co. 


Morgan  Stanley  &  Co. 

Incorporated 

Dillon,  Read  &  Co.  Inc. 
E.  F.  Hutton  &  Company  Inc. 

Prudential-Bache 

Securities 


L.  F.  Rothschild,  Unterberg,  Towbin         Shearson/American  Express  Inc.         Smith  Barney,  Harris  Upham  &  Co. 


Wertheim  &  Co.,  Inc. 


Dean  Witter  Reynolds  Inc. 


Numbers  Game 


From  the  heated  argument  over  pension 
accounting,  you  would  think  there  was  no 
compromise  in  sight.  Look  again. 


Edited  by  Richard  Greene 


Critical  mass 


By  Christopher  Power 


Just  last  month  scores  of  con- 
trollers and  auditors  poured  into 
New  York  City's  Roosevelt  Ho- 
tel to  discuss  one  of  the  most  contro- 
versial accounting  issues  of  all  time: 
the  FASB's  proposal  that  companies 
put  net  pension  liabilities  or  assets 
directly  on  their  balance  sheets.  Over 
20  companies,  including  such  major 
firms  as  General  Motors,  R.J.  Reyn- 
olds Industries  and  Texas  Instru- 
ments, were  highly  critical  of  the 
idea.  So  were  more  than  a  dozen 
trade  associations.  And  of  the  c 
Big  Eight  accounting  firms,  ^ 
only  Arthur  Andersen  came 
out  and  totally  supported  the 
board's  proposal. 
The  issues  seem  straightforward 

•  The  FASB  claims  that  un- 
funded pension  benefits  are  real 
liabilities.  Opponents  say  these 
benefits  are  like  future  salaries, 
which  are  hardly  the  kind  of 
thing  that  you  should  put  on  a 
corporate  balance  sheet. 

•  The  FASB  wants  pension 
costs  to  be  recognized  over  the  aver- 
age working  life  of  a  firm's  employees. 
Opponents  argue  that  such  a  relative- 
ly short  time  span  would  penalize 
their  earnings. 

•  The  board  wants  a  single  method 
for  calculating  pension  obligations 
and  periodic  pension  expenses.  Oppo- 
nents say  different  companies  need 
different  methods. 

It  may  be,  however,  that  the  vexing 
theoretical  issues  are  obscuring  the 
real  story  here.  Listen  closely  to  the 
debates  over  pension  accounting,  and 
you  might  come  to  the  conclusion 
that  the  corporate  accounting  com- 


munity, generally  speaking,  thinks 
that  the  users  of  financial  statements 
are  fools. 

That's  right.  Clear  your  mind  of  the 
numbing  actuarial  concepts  for  a  mo- 
ment, and  you  will  see  that  the  under- 
lying thesis  of  the  FASB's  opponents 
is  that  nobody  out  there  can  read  an 
annual  report.  Don't  put  those  pen- 
sion figures  on  the  balance  sheet,  they 
cry.  If  you  do,  you  risk  hellish 
consequences:  terrifying  new 
debt-to-equity  ratios,  doubly 
difficult  borrowing  problems, 
skittish — maybe  even  stam- 


peding— stockholders.  Companies 
may  even  dump  their  benefit  plans 
just  to  avoid  such  terrible  misunder- 
standings. 

But  wait  a  minute.  Just  because  ac- 
counting methodology  changes 
doesn't  mean  the  companies  have 
changed  one  bit.  If  you  accept  the 
conclusion  that  investors  will  panic 
when  they  see  these  new  numbers, 
then  you  also  have  to  accept  one  of 
two  corollaries:  Either  these  investors 
have  been  misled  for  years  by  the  tra- 
ditional methods  of  accounting,  or 
they  simply  aren't  smart  enough  to 
interpret  the  new  numbers  properly. 
Neither  conclusion  is  attractive,  yet 


that's  what  many  of  the  opponents  of 
the  new  pension  accounting  seem  to 
be  saying. 

Not  everyone  rails  against  the  FASB 
proposals.  Standard  &.  Poor's  and  the 
Financial  Analysts  Federation,  for  ex- 
ample, are  strong  backers  of  the 
change.  They  are  hungry  for  more  in- 
formation about  what's  happening 
with  the  more  than  $400  billion  in 
private  pension  fund  assets. 

The  board's  proposal  sheds  more 
light  in  this  previously  dark  corner 
than  ever  before.  The  end  product  in 
view  is  a  series  of  numbers  that  at- 
tempt to  reflect  the  exact  extent  of  a 
company's  pension  obligations  on  a 
regular  basis,  and  at  the  same  time 
provide  more  comparability  between 
companies. 

It  is  obviously  worthwhile  for  this 
kind  of  information  to  be  available. 
But  will  more  numbers  come  out  if 
disclosure  is  linked  to  the  liability 
issue,  which  draws  so  much  opposi- 
tion? Probably  not. 

There  may,  however,  be  a  way  out 
for  everyone.  If  you  can  manage  to 
ignore  the  jargon-filled  din  over  theo- 
retical correctness,  volatile  liabilities 
and  soft  salary  projections,  you  can 
make  out  a  faint  murmur  of  agree- 
ment on  the  need  for  more  detailed 
disclosure  of  pension  data. 

IBM,  for  example,  strongly  con- 
demns the  FASB's  proposed  entry  for 
pensions  on  the  balance  sheet.  But  its 
letter  to  the  board  proposes  footnote 
disclosure  of  far  more  information 
about  pensions  than  is  currently 
available.  Among  the  nuggets:  details 
on  a  plan's  benefit  formula,  the  pres- 
ent value  of  a  plan's  obligations 
both  as  an  ongoing  concern  and  on  a 
termination  basis,  the  percentage  of 
pension  cost  to  total  compensation 
and  the  period  over  which  cost 
is  being  amortized.  The  Na- 
tional Association  of  Accoun- 
tants and  Shell  Oil,  despite  their  over- 
all opposition  to  the  FASB's  views, 
make  similar  proposals  for  greater 
plan  disclosure. 

The  FASB,  despite  the  ballyhoo 
over  academic  soundness,  is  surpris- 
ingly flexible.  "Management  thinks 
of  the  balance  sheet  as  a  report  card, 
so  they're  more  sensitive  to  the  pen- 
sion issue  than  its  economic  impact 
justifies,"  says  Chairman  Donald 
Kirk.  "Most  analysts,  of  course,  just 
want  the  information  and  many  don't 
really  care  where  they  get  it."  With  a 
little  bending,  there  should  be  a  basis 
for  compromise  here — one  that  seems 
clearly  in  the  public  interest.  ■ 
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Statistical  Spotlight 


attempts  in  the  industry  during  the 
past  year.  As  a  result,  many  compa- 
nies are  building  their  defenses,  press- 
ing shareholders  to  approve  so-called 
shark  repellent  measures. 

Two  examples:  Equitable  Gas, 
which  operates  in  western  Pennsylva- 
nia, recently  held  a  special  sharehold- 
ers' meeting  to  approve  staggered  vot- 
ing for  directors  and  supermajority 
voting  provisions.  Indiana  Gas  also 
recently  enacted  staggered-voting 
amendments  and  tightened  other 
takeover  defenses.  "All  this  was  real- 
ly unheard  of  in  the  utility  industry," 
says  John  Kean,  president  of  NUI 
Corp.,  a  New  Jersey-based  gas  utility 
currently  bidding  to  acquire  a  neigh- 
boring company. 

A  rough-and-tumble  battle  in  the 
Midwest  last  summer  is  at  the  root  of 
all  the  worrying.  Shareholders  in  Gas 
Service  Co.,  which  operates  in  Mis- 
souri, Kansas,  Oklahoma  and  Nebras- 
ka, had  watched  the  company's  stock 
price  hover  near  $11  for  the  last  two 
years.  But  in  June  neighboring  Mis- 
souri Public  Service  tried  to  acquire 
the  company.  After  a  third  offer,  of 
$14,  Gas  Service  shares  rose  smartly. 
But  then  its  board  voted  against  a 
merger. 

Enter  Kansas  Power  &.  Light,  a  com- 


Flames  that  could  attract  buyers 

Gas  distribution  companies  have  never  been  the  takeover  targets.  Meanwhile,  most  of  the  37  natural 
most  exciting  stocks.  But  changing  market  condi-  gas  utilities  in  this  table  offer  the  investor  secure  and 
tions  may  make  some  of  these  companies  possible    attractive  yields. 

Latest  5-year 


Recent 

Book 

12-months 

earnings 

Revenues 

S&P's 

Company 

Location 

price 

value 

EPS 

growth  rate 

Dividend 

Yield 

Imil) 

rating 

Alagasco 

Ala 

22  V* 

$26.88 

$3.16 

12% 

$1.76 

7.9% 

$395.0 

B  + 

Bay  State  Gas 

Mass 

20% 

28.60 

1.16 

-6 

2.48 

11.9 

312.1 

B  + 

Brooklyn  Union  Gas 

NY 

30% 

29.12 

4.52 

11 

3.00 

9.7 

939.0 

A 

Cascade  Natural  Gas 

Wash,  Ore 

10 

11.47 

0.37 

-6 

1.12 

11.2 

192.8 

B  .  - 

Chesapeake  Utilities 

Del,  Md 

31  Vi 

24.95 

4.56 

30 

2.60 

8.3 

45.9 

A- 

City  Gas  Co  of  Florida 

Fla 

17% 

24.57 

2.31 

1 

1.20 

6.9 

43.4 

A- 

Connecticut  Energy 

Conn 

26'/. 

28.92 

4.06 

2 

2.80 

10.7 

162.8 

A- 

Connecticut  Natural  Gas 

Conn 

20% 

18.64 

1.80 

2 

2.40 

11.6 

187.0 

A- 

Diversified  Energies 

Minn,  ND,  SD 

30% 

29.97 

4.49 

7 

2.40 

7.8 

692.6 

A- 

Equitable  Gas 

Pa,  WVa 

32 

18.61 

3.26 

20 

1.36 

4.3 

417.9 

A 

Indiana  Gas 

Ind 

34'/2 

34.32 

4.63 

-4 

3.28 

9.5 

416.1 

A- 

Intermountain  Gas  Inds 

Idaho 

16  V* 

18.48 

3.17 

51 

1.52 

9.4 

139.9 

B  + 

KN  Energy              Kans,  Nebr,  Colo,  Wyo 

24% 

18.27 

3.47 

10 

1.48 

6.0 

488.3 

B  + 

Laclede  Gas 

Mo 

31% 

32.68 

3.85 

3 

3.00 

9.5 

650.8 

B  + 

Louisiana  General  Services 

La 

11% 

9.36 

0.59 

-2 

0.50 

4.4 

204.3 

A 

Sources  Media  General  Financial  Services  Inc  In-  Business  Information  Systems,  Forbes 


Natural  gas  distribution  companies  are  on 
everyone's  back  burner.  These  days  per- 
haps they  shouldn 't  be. 


Flickers 
of  excitement? 


By  Leslie  Pittel 


ention  utilities  and  most 
investors  yawn.  Mention 
natural  gas  distribution 
companies  and  chances  are  they'll  fall 
asleep. 

Lately,  however,  lucky  sharehold- 
ers in  some  of  these  normally  low- 
profile  companies  have  enjoyed  fat 
gains.  To  begin  with,  the  gas  short- 
ages of  the  Seventies  spawned  over- 


production in  the  Eighties.  That 
means  the  fundamental  growth  pros- 
pects of  local  distribution  companies 
are  brighter  now  than  they  have  been 
in  years.  What  with  the  nuclear  trou- 
bles of  electric  utilities,  meanwhile, 
the  supply  security  of  the  gas  business 
seems  downright  alluring. 

But  this  isn't  the  whole  story.  There 
are  fewer  than  100  actively  traded  nat- 
ural gas  distributors,  and  there  have 
been  at  least  a  half-dozen  takeover 
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MORE  PROFITS  ARE  LOST 

ON  THE  HIGHWAY 
THAN  IN  THE  FACTORY. 

Your  factory  may  be  a  model  of  effi- 
ciency. But  as  soon  as  your  raw  materials 
or  finished  goods  enter  the  distribution 
pipeline,  you  could  be  losing  some  of 
those  hard-earned  profits. 

Distribution  represents  about  25%  of 
the  total  manufacturing  cost.  And  although 
deregulation  has  made  it  more  complex, 
it  has  also  created  opportunities  to  reduce 
these  costs  dramatically  both  inbound 
and  outbound. 

Leaseway  Transportation  is  a  distri- 
bution expert.  We  respond  to  your  prob- 
lems with  creative  solutions  and  cost-efficient  answers. 

We  helped  a  major  retailer  design  a  consolidation  and  distribution 
service  that  is  as  fast  as  air  freight  but  costs  substantially  less. 

The  creation  of  Leaseway  Express  is  another  example.  It  gives  our 
less-than-truckload  freight  customers  lower  rates.  A  simplified  pricing 
structure.  And  on-time  delivery. 

Our  technology  leads  the  industry  With  computer  models  that  tap 
your  network's  full  potential. 

We'll  use  them  ta  •  Tell  you  whether  common  carriage,  contract 
carriage  or  Full  Service  Leasing  is  right  for  your  company  •  Analyze  your 
channels  of  distribution  •  Balance  load  units  by  lane  •  Design  the  type  of 
vehicles  best  suited  to  your  needs  based  on  mileage,  weight  levels,  type 
of  terrain  and  location  •  And  possibly  reduce  fleet  size. 

And  if  it's  more  profitable  to  own  your  own  fleet,  we'll  tell  you  that,  too. 
We're  easy  to  work  with.  We'll  give  you  straight  talk,  expert  advice.  And 
help  make  your  distribution  system  the  most  efficient  it  can  possibly  be. 

Stop  letting  profits  slip  through  your  fingers.  Call  Tom  Devine  at 
800-321-8970.  In  Ohio,  216-464-3300. 


Leaseway  Transportation 

3700  Park  East  Drive  Cleveland  OH  44122 
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bination  utility  that  sells  both  elec- 
tricity and  gas.  It  made  a  $16  "white 
knight"  bid  for  Gas  Service  shares, 
which  the  board  quickly  accepted. 
"The  deal  came  together  in  just  a  few 
days,"  says  Hal  Hudson,  a  KPL 
spokesman.  "In  the  end  the  battle 
wasn't  bloody."  Shades  of  Bendix, 
Martin  Marietta  and  Allied  Chemical, 
at  least  so  far  as  the  natural  gas  indus- 
try is  concerned. 

What  made  Gas  Service  so  attrac- 
tive? Like  many  takeover  candidates, 
GS  was  in  the  middle  of  a  difficult 
period.  Earnings  had  declined  for  two 
years,  and  its  bond  rating  had  been 
cut.  Now  KPL  hopes  that  new  man- 
agement and  added  financial  support 
will  lead  to  a  turnaround.  The  utili- 
ty's borrowing  power  has  already  im- 
proved, which  lowers  interest  costs. 

In  New  Jersey,  meanwhile,  another 
natural  gas  brouhaha  is  under  way. 
NUI  and  South  Jersey  Industries, 
owner  of  South  Jersey  Gas,  are  both 
bidding  to  acquire  New  Jersey  Re- 


sources. The  target  company,  which 
owns  New  Jersey  Natural  Gas,  has 
already  rejected  several  offers.  And  its 
shares  have  zipped  from  $17  in  Au- 
gust to  a  recent  high  of  over  $28. 

Gas  distribution  companies,  of 
course,  aren't  on  everyone's  corporate 
shopping  list.  As  analysts  are  quick  to 
point  out,  regulatory  problems  make 
it  unlikely  that  an  industrial  com- 
pany will  acquire  a  gas  utility.  "What 
you  might  see  happening,  on  a  case- 
by-case  basis,  is  one  utility  in  a  con- 
tiguous area  buying  another  utility," 
says  Daniel  Tulis  of  Shearson/Ameri- 
can  Express. 

Both  KPL  and  NUI's  takeover  plans, 
for  example,  essentially  involve  geo- 
graphical expansion  and  hopes  for  bet- 
ter profits  through  greater  efficiency. 
But  the  gas  distributors  could  be  at- 
tractive for  another  reason,  too.  "The 
businesses  have  fairly  substantial 
cash  flow,  and  they  are  usually  ma- 
ture, so  there  isn't  so  much  in  terms 
of  capital  requirements,"  says  Shear- 
son's  Tulis.  That's  why  electric  utili- 
ties are  among  the  more  likely  poten- 
tial purchasers:  They  appreciate  the 


value  of  regular  cash  flow,  and  they 
know  how  to  deal  with  regulators. 

Investors  typically  buy  utilities  for 
the  dividends  they  offer.  On  that  basis 
gas  distributors,  with  an  average  yield 
of  7%,  are  currently  far  less  attractive 
than  electric  companies,  which  yield 
an  average  of  10%.  Still,  you  get  what 
you  pay  for.  Many  electric  utilities  are 
trading  at  depressed  levels,  especially 
those  troubled  with  costly  new  gener- 
ating plants.  This  brings  lots  of  risk, 
as  shareholders  in  Public  Service  of 
Indiana  found  out  last  month  when  it 
stopped  work  on  a  nuclear  plant  and 
cut  its  dividend  by  65%.  When  was 
the  last  time  that  happened  at  a  gas 
company? 

The  accompanying  table  presents 
data  on  37  natural  gas  distributors, 
excluding  giants  like  Columbia  Gas 
and  Consolidated  Natural.  Dividends, 
for  the  most  part,  are  attractive  and 
secure.  The  fact  that  most  profession- 
als ignore  these  stocks  adds  to  their 
appeal.  None  of  these  companies  is  an 
obvious  takeover  candidate.  But  if 
some  attractive  offers  come  along, 
don't  be  totally  surprised.  ■ 


Flames  that  could  attract  buyers 


Company 

Location 

Recent 
price 

Book 
value 

Latest 
12-months 
EPS 

5-year 
earnings 
growth  rate 

Dividend 

Yield 

Revenues 
Imil) 

S&P's 
rating 

Michigan  Energy  Resources 

Mich 

13'/2 

$12.76 

$1.18 

-2% 

$1.34 

9.9% 

$161.0 

B  + 

Mississippi  Valley  Gas 

Miss 

241/2 

24.12 

3.32 

3 

1.80 

7.3 

232.1 

A  + 

Mobile  Gas  Service 

Ala 

9% 

9.98 

1.01 

0 

0.88 

9.4 

78.8 

A- 

Mountain  Fuel  Supply 

Utah,  Wyo 

28% 

17.49 

3.32 

13 

1.44 

5.0 

510.3 

A 

National  Gas  &  Oil 

Ohio 

11  Vi 

8.95 

1.37 

9 

0.40 

3.5 

55.0 

A- 

New  Jersey  Resources 

NJ 

221/8 

17.04 

2.20 

3 

1.84 

8.3 

279.9 

B  + 

North  Carolina  Natl  Gas 

NC 

15% 

17.30 

2.00 

5 

1.60 

10.4 

166.5 

A- 

Northwest  Natural  Gas 

Ore,  Wash 

14 

13.88 

1.65 

3 

1.36 

9.7 

375.7 

A- 

NUI  Corp 

NJ 

261/2 

23.48 

3.10 

32 

2.20 

8.3 

303.7 

B  + 

Pennsylvania  Enterprises 

Pa 

175/8 

25.71 

3.86 

34 

1.80 

10.2 

188.3 

B  + 

Piedmont  Natural  Gas 

NC,  SC 

24 

21.95 

3.62 

13 

2.08 

8.7 

346.5 

B  + 

Providence  Energy 

RI 

20 !/. 

24.12 

2.92 

10 

1.80 

8.9 

155.6 

B  + 

Public  Svc  No  Carolina 

NC 

16 1/2 

13.43 

1.84 

s 

1.64 

9.9 

211.8 

B  + 

Rocky  Mtn  Natural  Gas 

Colo 

9% 

7.33 

0.74 

6 

0.60 

6.2 

20.9 

B  + 

Southeastern  Mich  Gas  Ents 

Mich 

14% 

12.93 

1.82 

0 

1.52 

10.3 

67.6 

B  + 

South  Jersey  Inds 

NJ 

23'/4 

23.56 

2.46 

0 

2.32 

10.0 

298.5 

A- 

Southwestern  Energy 

Ark 

20  V* 

5.95 

1.50 

23 

0.52 

2.6 

62.7 

A- 

Southwest  Gas                 Calif,  Nev,  Ariz 

12'/2 

10.40 

2.69 

11 

1.20 

9.6 

399.1 

B  + 

UGI  Corp 

Pa 

17% 

27.71 

0.59 

-7 

2.04 

11.5 

688.3 

A 

Washington  Energy 

Wash 

15% 

17.00 

1.26 

-2 

1.60 

10.2 

339.3 

A- 

Washington  Gas  Light 

DC,  Md,  Va 

31% 

31.88 

4.36 

10 

2.88 

9.2 

682.8 

A 

WICOR 

Wis 

22  Vi 

24.57 

2.27 

-6 

2.14 

9.7 

649.7 

B  + 

Sources  Media  General  Financial  Services  I  tic  by  Business  Information  Systems,  Forbes 
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Speed.  Reliability.  Economy. 
That's  what  we  deliver  over 90,000 times  every  single  day. 


Excellence.  That's  what  we  're  com- 
itted  to  at  Express  Mail  Next  Day 
irvice  '  from  the  Post  Office.  We  give 
»u  just  about  everything  you  could 
■k  for  in  overnight  delivery.  Including 
g  savings. 

Our  2-Pound  Pak,  for  instance,  is 
st  $9. 35.  About  half  what  most 

hers  charge. 

That's  so  little  to  pay  for  so  much 

liability. 

And  for  so  much  convenience,  too. 
e  have  over  3,500  Express  Mail  post 
'ices  across  the  country.  Plus  hun- 


dreds of  collection  boxes,  for  prepaid 
items,  in  most  major  cities.  So  when 
you  need  to  send  something,  chances 


EXPRESS 
MAM. 


NEXT 
DAY 


are,  we  're  just  a  few  steps  away. 

To  top  it  all  off,  we  deliver  on  week- 
ends— at  no  extra  charge.  And  we 
handle  packages  of  up  to  70  pounds. 

So  next  time,  send  yours  with 
Express  Mail  Service  from  the  Post 
Office.  And  we  'II  deliver  it  the  same 
way  we  deliver  over  90,000  others 
every  day.  Quickly.  Reliably.  And 
economically. 

EXPRESS  MAIL  £1 

NEXT  DAY  SERVICE, » 


The  2-Pound  Pak  *9.3&  We  deliver  excellence...for  less. 


USPS  1983 


The  Money  Men 


Ken  Fisher,  the  son  of  one  of  Americas 
great  investors,  has  a  useful  new  approach 
to  identifying  the  markets  winners  and 
avoiding  its  losers. 

The  case  against 
price/earnings 
ratios 


were  virtually  meaningless  at  the 
time  of  purchase? 

Ford  Motor  Co.  has  more  than  tri- 
pled since  1982,  when  it  lost  $3.64  a 
share.  But  buying  Ford  at  the  bottom 
meant  owning  a  stock  whose  latest  12 
months'  earnings  gave  it  a  meaning- 


By  Lawrence  Minardi 


WITH  ALL  DUE  RESPECT  tO  the 
price/earnings  ratio  school  of 
security  valuation,  why  is  it 
that  the  really  big  money  is  usually 
made  by  buying  stocks  with  P/Es  that 


Fisber  Investments'  Kenneth  Fisher 

"Earnings  are  not  the  cause  of  value.  They  are  the  result  of  something." 


less  P/E.  Conversely,  companies  with 
supposedly  more  meaningful  P/Es  of- 
ten drop  unexpectedly.  Texas  Instru- 
ments was  selling  at  around  27  times 
latest  reported  earnings  before  it 
crashed.  Digital  Equipment  was  going 
for  less  than  20  times  earnings  when 
it  plunged. 

Does  the  P/E  school,  then,  have 
some  explaining  to  do? 

Kenneth  Fisher,  a  San  Francisco 
money  manager  with  an  enviable  rec- 
ord, thinks  so.  "If  you  look  at  the 
various  lists  of  the  biggest  gainers  and 
biggest  losers,"  says  Fisher,  "most  of 
the  stocks  in  both  groups  aren't  mak- 
ing any  money.  If  you  try  to  value 
them  on  a  price/earnings  ratio  basis, 
you  can't  do  it." 

An  intense,  energetic  man  of  33, 
Fisher  is  the  youngest  son  of  legend- 
ary San  Francisco  investment  coun- 
selor Philip  Fisher.  The  latter's  best- 
selling  Common  Stocks  and  t  'ncommon 
Profits  (published  in  1958)  and  Conser- 
vative Investors  Sleep  Well  (1975)  be- 
came bibles  of  growth  stock  invest- 
ing. Every  bit  as  independent  a  think- 
er as  his  father,  Fisher  fils  is  about  to 
come  out  with  his  own  investment 
guide:  Superstocks,  to  be  published  in 
September  by  Dow  Jones  Irwin. 

Ken  Fisher  is  an  ambulance  chaser. 
He  looks  for  companies,  usually 
young  companies,  where  manage- 
ment has  driven  off  a  cliff.  After  Wall 
Street  has  hammered  the  stock,  Fish- 
er arrives  on  the  scene  and  surveys  the 
wreckage.  If  he  thinks  the  company 
can  survive  and  thrive,  he  buys  a  big 
block  of  shares  and  waits — five  years 
on  average — for  earnings  and  market 
price  to  rebound. 

He  has  made  some  brilliant  buys.  In 
January  1981  he  bought  2%  of  Verba- 
tim Corp.,  a  floppy  disk  maker,  at 
$2.50  a  share  (adjusted  for  splits) — 
down  from  $3.50  a  few  months  be- 
fore— and  sold  the  shares  two  years 
later  at  $22  to  $25.  When  California 
Microwave,  a  telecommunications 
equipment  maker,  dropped  from  $6  to 
$3.50,  in  early  1980,  Fisher  bought  2% 
of  the  common.  Fisher  still  owns  the 
shares,  which  currently  trade  at  $18. 

And,  he  has  made  some  moves  not 
so  adroit.  In  1978  he  bought  Owens 
Corning  at  $33  and  watched  it  sink 
below  $16  before  he  bailed  out  at  $22. 
Still,  Fisher  has  earned  27.5%  a  year 
for  his  clients  over  the  past  six  years. 

Fisher  avoids  historical  price/earn- 
ings ratios  because  "earnings  are  not 
the  cause  of  value.  They  are  the  result 
of  something  that  is  fundamental  to 
the  business.  The  same  things  that 
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FEBRUARY  1964 


EXCLUSIVE: 
CASTROS 
BIGGEST 
BUUNDER- 
ORMER 


HAND  DELIVERED  IN  ATLANTA  •  BOSTON  •  CHICAGO 

O 

m 


Financial  Times 


^  •  ODSIDNVad    N  VS  •  H  9  a  n  a  Sll  I  d  •  >l  a  OA  M3N- 


Did  you  miss  this  tremendous  IRA 
growth  opportunity? 


Your  $2,000  IRA  investment  on 
4/15/82  could  have  returned  $1,790 
by  11/30/83! 

Many  smart  investors  selected  the  SteinRoe  Mutual 
Funds  tor  their  IRA,  and  earned  up  to  an  89.5% 
cumulative  return.  That's  $1,790  in  the  19  months 
since  many  investors  first  began  their  IRA. 
SteinRoe  IRAs  also  otter  broad  flexibility  and  diver- 
sification; you  may  shift  your  investments  freely 
among  the  wide  variety  of  SteinRoe  Funds,  in 
response  to  the  changing  economy  and  your  indi- 
vidual retirement  goals.  Without  penalties. 
If  you  think  big,  you'll  switch  to  a  SteinRoe 
IRA  today! 

•  Professional  Management  •  No-load,  no  sales 
charge  •  Free  telephone  exchange  with  other  SteinRoe 
Funds  •  Open  for  as  little  as  $500  —  subsequent  con- 
tributions as  little  as  $50  •  Automatic  reinvestment 
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Call  800-621-0320 

In  Illinois  Call  Collect  (312)  368-7826 


Outside 
of  Illinois. 


Stein  Roe  &  Farnham 

MUTUAL.     F  U  M  CD  S 

You  may  invest  100%  of  your  compensation  up  to  $2,000,  deduct  the  full  amount  from  your  1983  federal  tax 
return,  and  tax  defer  every/  cent  of  earnings  until  distribution  at  retironent. 

There  may  be  substantia!  penalties  for  distributions  from  an  IRA  Plan  prior  to  age  59l/2.  You  must  begin 
receiving  distributions  by  age  70l/z, 

Past  performance  is  not  necessarily  indicative  of  future  results;  and  the  performance  of  these  Funds  for  other 
periods  in  the  past  is  different. 

For  more  complete  information  about  the  Plan  and  the  SteinRoe  Funds,  including  management  fees  and 
expenses,  call  one  of  the  above  numbers  for  Plan  documents  and  prospectuses  of  the  Funds. 
Read  each  prospectw  carefully  before  you  invest  or  send  money. 

i  1084  SteinRoe  &  Farnham  505840441 RA2 


The  Money  Men 

move  stocks  also  move  earnings:  a 
product  position  and  a  cost  structure 
that  allows  a  company  to  do  a  certain 
amount  of  business." 

Rather  than  look  at  P/Es,  then, 
Fisher  looks  at  price-to-sales  ratios. 
The  calculation  is  simple:  a  stock's 
price,  divided  by  per-share  revenues. 
Equal  parts  of  intuition  and  experi- 
ence have  taught  Fisher  to  consider 
only  companies  selling  for  less  than  1 
times  sales — and,  better,  less  than 
0.75  times  sales.  He  avoids  or  sells 
stocks  when  the  price-to-sales  ratio 
exceeds  3. 

Those  limits  are  for  the  smaller, 
growing  companies  Fisher  normally 
buys.  He  follows  the  same  analysis  for 
big  companies,  those  with  sales  of  $1 
billion  or  more.  But  for  larger  compa- 
nies, Fisher  tightens  the  criteria:  PSRs 


Ken  Fisher  is  an  ambulance 
chaser.  He  looks  for 
companies,  usually  young 
companies,  where  man- 
agement has  driven  off  a  cliff. 


of  0.4  or  less  are  candidates  for  pur- 
chase, while  PSRs  of  0.8  or  better 
should  be  sold.  Following  the  big- 
company  rule,  Fisher  notes,  would 
have  kept  investors  clear  of  Texas  In- 
struments, which  sold  at  1  times 
sales,  and  Digital  Equipment  (1.7 
times  sales)  prior  to  falling. 

Why  PSRs?  In  part  because  a  com- 
pany's sales  tend  to  fluctuate  far  less 
than  its  earnings.  Earnings  often  fall 
out  of  bed  for  a  few  quarters  on  rev- 
enues that  remain  virtually  flat  or 
may  even  climb.  "So  a  company's 
PSR,"  says  Fisher,  "is  an  absolute, 
continuous  scale  that  tells  you  what 
the  financial  community  really 
thinks.  If  the  PSR  is  very  low,  Wall 
Street  hates  the  stock.  If  the  PSR  is 
high,  Wall  Street  loves  it." 

A  P/E  ratio,  Fisher  says,  is  a  less 
reliable  indicator:  price  and  earnings 
tend  to  move  in  tandem.  "When  Data- 
point  was  at  60,  it  was  selling  at  18 
times  earnings,"  explains  Fisher. 
"And  when  it  was  selling  at  11,  it  was 
also  selling  at  18  times  earnings,  be- 
cause profits  had  collapsed." 

PSRs,  by  contrast,  are  less  prone  to 
what  Fisher  calls  "double-counting." 
Take  Datapoint  again.  When  the  price 
was  at  $60,  its  PSR  was  3.75.  At  $11, 
the  PSR  was  0.6.  (Today  Datapoint 
shares  sell  for  $25,  close  to  a  level  at 
which  Fisher  would  buy.) 

Fisher  doesn't  say  P/Es  are  irrele- 
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Beautiful  lakeland  where  a  possible  dream  comes  true 


V 


our  own  vacation  land  on  the  fabulous  Lake  of  the  Ozarks 
in  Central  Missouri.  Right  in  the  heartland  of  America. 
Away  from  cities,  noise,  pollution  and  the  rat-race  of  the 
workaday  world.  We  call  it  Forbes  Lake  of  the  Ozarks  .  .  . 
about  12,800  acres  of  scenic  paradise.  Not  for  everybody,  but 
maybe  for  you. 

The  Ozarks  region,  which  dominates  most  of  southern 
Missouri,  has  long  been  lost  in  the  legends  of  the  Osage 
Indians.  Now  that  the  magnificent  Truman  Lake  has  been 
completed,  it's  merely  a  matter  of  time  before  the  beauty  of 
this  spectacular  recreational  area  attracts  vacationers  and 
settlers  from  every  corner  of  the  continent. 

If  yours  is  a  family  of  water-sports  lovers — swimming, 
boating,  fishing,  water-skiing — it's  hard  to  imagine  a  more 
perfect  setting  for  you.  Forbes  Lake  of  the  Ozarks  is  nestled 
at  the  headwaters  of  the  big  Lake.  Here  it  almost  kisses 
Truman  Lake  on  the  west,  then  winds  eastward  through 
stands  of  hickory  and  oak  for  over  90  miles  to  the  bustling 
hub  of  the  summer  resort  area  at  Bagnell  Dam. 

Forbes  Inc.,  publishers  of  Forbes  Magazine,  through  its 
subsidiary,  Sangre  de  Cristo  Ranches  Inc.,  is  offering  the 
opportunity  of  a  lifetime  for  you  to  acquire  one  or  more 
acres  of  our  choice  Missouri  lakeland  among  the  breathtak- 

TYPICAL  FINANCING  ARRANGEMENTS 


Annual 

Deferred 

Cash 

Down 

Percentage 

Monthly 

Payment 

Price 

Payment 

Rate 

Months 

Payment 

Price 

$6,000 

$60.00 

9% 

182 

$60.00 

$10,954.56 

$7,500 

$75.00 

9% 

182 

$75.00 

$13,693.37 

$9,000 

$90.00 

9% 

182 

$90.00 

$16,431.76 

Obtain  the  Property  Report  required  by  Federal  law  and  read  it  before  signing 
anything  No  Federal  agency  has  judged  the  merits  or  value,  if  any,  of  this 
property  Equal  Credit  and  Housing  Opportunity 

KANSAS  OFFEREES  SHOULD  OBTAIN  A  KANSAS  PUBLIC  OFFERING  STATEMENT  FROM 
THE  DEVELOPER  AND  READ  IT  BEFORE  SIGNING  ANYTHING  THE  SECURITIES  COMMIS- 
SIONER OF  KANSAS  NEITHER  RECOMMENDS  THE  PURCHASE  OF  THE  PROPERTY  NOR 
APPROVES  THE  MERITS  OF  THE  OFFERING 


ing  "hills  'n'  hollers"  country  of  the  Lake  of  the  Ozarks. 

Forbes'  private  park  is  the  ideal  place  to  build  a  second 
home  .  .  .  that  special  place  where  you  may  now  or  one  day 
choose  to  retire.  Here  among  the  friendly,  down-home  folks 
who  have  made  Missouri  famous  for  its  hospitality.  These 
are  salt-of-the-earth  people  who  are  pleased  to  welcome 
good  neighbors  to  their  easygoing  way  of  life. 

There's  no  better  time  than  right  now  to  find  out  if  Forbes 
Lake  of  the  Ozarks  is  the  place  for  you.  All  our  homesites, 
including  lake  front  and  lake  view,  will  be  a  minimum  size 
of  one  acre — ranging  to  over  three  acres.  Cash  prices  start  at 
$6,000.  One  or  more  acres  of  this  incredibly  beautiful  lake- 
land can  be  yours  for  the  modest  payment  of  $60  per  month, 
with  easy  credit  terms  available. 

For  complete  information,  including  pictures,  maps  and 
full  details  on  our  liberal  money-back  and  exchange  privi- 
leges, please  fill  in  the  coupon  and  mail  to:  Forbes  Lake  of 
the  Ozarks,  Box  157,  Warsaw,  Missouri  65355. 


r  Forbes  Lake  of  the  Ozarks  i 


Box  157,  Warsaw,  MO  65355 

Without  obligation,  please  send  me  more 
information  on  Forbes  Lake  of  the  Ozarks. 


PLEASE  PRINT 


Name 


Address 


City/State/Zip  . 
Telephone 


Preference:    □  $6,000    □  $7,500    □  Higher 


3184 


A  statement  and  offering  statement  has  been  filed  with  the  Secretary  of  State  of  the  State  of 
New  York  The  filing  does  not  constitute  approval  of  the  sale  or  lease  or  offer  for  sale  or  lease 
by  the  Secretary  of  State  or  that  the  Secretary  of  State  has  in  any  passed  upon  the  merits  of 
such  offering  A  copy  of  Ihe  offering  statement  is  available,  upon  request,  from  Sangre  de 
Cristo  Ranches  Inc  .  NYA  83-351 

Not  an  offer  or  solicitation  in  those  states  where  the  property  is  not  registered 
AD83LR801    A    IL  MI-83-240       NJACB 1 00  1 1 83M0 


Sell  high,  buy  low 


The  stocks  on  the  left  all  sell  at  price-to-sales  ratios  that  Ken  Fisher  considers  scary.  The  low  PSR 
companies  on  the  right,  says  Fisher,  "have  flies  all  over  them,"  and  are  therefore  probably  good  buys. 
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Avantek 

25  '/s 

$111 

4  2 

42 

Charter  Co 

12 
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SI. 56 

- 

8 

Convergent  Tech 

26% 

161 

0.45 

6  0 

59 

Data  Architects 

7 1/5 

21 

-0.23 

0.7 

NM 

Elect  Data  Sys 

32M 

1.11 

2.8 
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Early  Calif  Inds 
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0.1 

33 
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Finnegan 

10:  - 

53 

-039 

0.8 
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LSI  Logic 
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Fremont  Gen 
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Kratos 
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50 
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NM 

Tandon 
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39 

System  Inds 
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34  V, 

1,645 

1.25 
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Tesoro  Pet 
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The  Money  Men 


vant.  On  the  contrary,  they  have  a 
mathematical  relationship  with  PSRs 
that  lies  at  the  heart  of  his  analysis. 
Divide  any  PSR  by  net  aftertax  mar- 
gins, and  the  result  is  a  company's 
P/E.  "Suppose  a  stock  is  selling  at  a 
PSR  of  10,"  says  Fisher.  "That  is  the 
equivalent  of  200  times  earnings  if 
aftertax  margins  are  5%."  Few  inves- 
tors would  pay  200  times  earnings,  of 
course,  for  any  stock. 

But  a  PSR  of  10  could  also  mean  a 
P/E  ratio  of  20  if  margins  were  50%. 
These  numbers  might  seem  more  ap- 
pealing. But  Fisher's  PSR  warning  sig- 
nal flashes  just  as  brightly.  The  point 
it  highlights,  and  one  many  investors 
forget,  is  that  unusual  profitability 
can  rarely  be  sustained.  High  margins 
can  be  as  risky  as  a  high  P/E  or  a  high 
price  relative  to  book  value.  High- 
margin  MCI  Communications,  for  ex- 
ample, announced  last  month  that  its 
pretax  margins  will  drop  from  19%  to 
7%  or  less  for  the  next  two  years.  MCI 
now  sells  at  half  its  1983  high. 

Does  an  investor  who  relies  on  PRS 
warning  signals  lose  out  on  big  mar- 
ket gains  when  a  company's  profit- 
ability improves? 

Not  really,  Fisher  argues.  Suppose  a 
company's  margins  rise  from  10%  to 
20%  aftertax.  In  that  case,  the  P/E  of  a 
3-times-sales  stock  falls  from  30  to 
15.  But  Fisher  doesn't  worry  if  he's 
not  in  the  stock.  What  are  the 
chances,  he  argues,  that  the  firm  can 
sustain  those  higher  margins? 

By  failing  to  ask  that  question,  says 
Fisher,  many  investors  get  clobbered 
when  bull  markets  end.  "In  the  late 
1920s  and  again  in  the  late  1960s  and 
early  1970s,"  he  says,  "people  got 
caught  up  with  growth  stocks.  It 


wasn't  so  much  that  the  P/Es  were  so 
high.  Earnings  were  very  high,  unsus- 
tainably  high,  and  therefore  the  PSRs 
were  outrageous."  And  everyone 
knows  what  happens  when  a  fat-mar- 
gin company  has  trouble.  Investors 
bail  out  fast,  as  last  year's  declines  in 
Digital  Equipment,  Texas  Instru- 
ments and  MCI  illustrate. 

PSR  analysis,  however,  can  do  more 
than  merely  spot  potential  losers. 
"Look  at  the  low  end  of  the  PSR 
scale,"  says  Fisher.  "If  a  company 
sells  for  0.25  times  sales,  that's  equiv- 
alent to  5  times  earnings  if  it  earns 
5%  aftertax  margins.  So  a  low  PSR 
stock  often  has  all  the  attractiveness 
of  a  low  P/E  stock.  But  the  PSR  valu- 
ation lets  you  see  that  even  when  the 
company  isn't  making  any  money. 
Using  price/earnings  ratios,  that's  im- 
possible." Put  differently,  investors 
can  make  rough-and-ready  projec- 
tions of  what  a  currently  unprofitable 
company  should  earn  if  a  normal  level 
of  profitability  can  be  restored. 

Is  the  PSR  approach  statistically 
valid?  Fisher  doesn't  claim  to  know 
for  certain.  He  says  he  has  neither  the 
time  nor  the  inclination  to  subject  his 
hypothesis  to  strict  statistical  scruti- 
ny. In  his  forthcoming  book,  however, 
Fisher  does  track  a  dozen  well-known 
stocks  back  to  the  late  1920s,-  he  has 
also  studied  the  50-year  P/E  and  PSR 
results  of  over  100  securities.  The  re- 
sults, he  says,  convince  him  that  the 
PSR  tool  is  extremely  powerful. 

"In  the  1930s,"  Fisher  explains, 
"the  stocks  that  showed  really  spec- 
tacular appreciation  were  the  low  PSR 
stocks,  without  exception."  IBM,  on 
the  other  hand,  was  "an  unimpres- 
sive" performer.  From  1932  until  the 
early  1950s,  says  Fisher,  it  appreciated 
at  an  average  10%  annually.  Reason: 
Throughout  the  1930s  and  1940s  IBM 


sold  at  a  premium  PSR.  The  time  to 
buy,  says  Fisher,  was  not  in  1932  but 
in  1946.  Then  IBM's  PSR  had  sunk  to 
0.5.,  and  the  company  became  a  great 
growth  stock. 

Like  all  good  investors,  Ken  Fisher 
is  no  automaton.  A  low  PSR  is  a  nec- 
essary condition  for  buying  a  stock, 
but  it  is  not  a  sufficient  condition. 
After  Fisher  identifies  a  batch  of  low 
PSR  companies — he  uses  Value  Line, 
the  Wall  Sh  eet  Journal's  "Earnings  Di- 
gest" and  Screen  Six  of  The  Source's 
financial  database — he  begins  the 
hard  research.  He  looks  at  financial 
condition,  book  value  and  RcxD 
spending  |he  avoids  companies  with  a 
price-to-research-spending  ratio  of 
over  15  and  prefers  it  to  be  under  10). 

Next,  Fisher  uses  what  his  father 
called  the  "scuttlebutt  method."  He 
talks  to  competitors,  former  employ- 
ees, analysts,  directors — anyone  who 
can  tell  him  about  the  company.  Fi- 
nally, he  visits  management  for  an 
eyeball-to-eyeball  assessment. 

Is  Fisher's  approach  useful  to  the 
average  individual,  who  can't  do  all 
that  backup  research?  Fisher  thinks 
so.  "Most  of  what  the  typical  guy 
buys  are  high  PSR  numbers  sold  to 
him  by  brokerage  salesmen,"  he  ex- 
plains. "If  the  customer  can  just  learn 
never,  ever  to  buy  a  high  PSR  stock, 
he  will  at  least  avoid  most  of  the  big 
losers,  cold."  As  any  experienced  in- 
vestor knows,  avoiding  the  big  losers 
is  more  than  half  the  secret  of  success 
in  the  stock  market. 

To  insure  further  against  debacles, 
Ken  Fisher  says,  "I  am  more  quick  to 
sell  than  my  father,"  who  would  hold 
stocks  for  decades.  The  reason  is  sim- 
ple: "You  can  never  make  much  mon- 
ey on  a  stock  whose  PSR  is  5  or  6." 
Better  to  sell  out  and,  come  the  inevi- 
table collapse,  buy  it  back.  ■ 
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South  Africa 


South  Africa  arouses  more 
controversy  than  almost  any  other 
country  in  the  world.  People  tend  to  have 
a  view  about  South  Africa  whether  they 
have  been  there  or  not.  Quite  often,  these 
views  are  not  based  on  fact. 

SHARING  A  BETTER 
QUALITY  OF  LIFE 

South  Africa  is  involved  in  a 
remarkable  process  of  providing  fair 
opportunities  for  all  its  population 
groups.  The  South  African  Government  is 
committed  to  ensuring  that  each  of  South 
Africa's  many  nationalities  has  the  ability 
and  resources  to  realize  its  social, 
economic  and  political  aspirations. 

MEETING  THE  CHALLENGE 
ON  EDUCATION   

Education  is  a  leading  example  of 
South  Africa's  development  process. The 
Government  is  committed  to  the  principle 
of  full  equality  in  education  and  is 
implementing  this  principle  as  rapidly  as 
resources  allow. 

From  1970  to  1980,  Government 


gnorance 
is  bias 


expenditure  on  education  for  Blacks 
increased  by  1  343  % .  Every  school-day, 
12  class-rooms  for  Blacks  are  completed. 
22  %  of  the  total  Black  population 
attends  school,  compared  to  9-7  %  for 
the  rest  of  Africa. 

The  number  of  Black  students  has 
increased  by  73  %  to  almost  6  million 
during  the  past  decade.  From  1977  to 
1982,  the  number  of  students  writing  for 
high  school  diplomas  increased 
sevenfold,  and  between  I960  and  1980 
the  number  of  Black  university  students 
increased  tenfold. 

Government  projects  such  as  the  SI 00 
million  Medunsa  medical  university 
ensure  that  the  increasing  demands  on 
South  Africa's  human  resources  are  met. 

THE  FUTURE  -  BETTER 
PROSPECTS  FOR  ALL 

The  facts  on  education  present  only 


a  relatively  small 
part  of  the  picture.  Many 

aspects  of  South  African 
life  have  changed  -  and  are 
changing  at  an  ever-increasing  rate.  The 
future  is  exciting  because  we  have  the 
people,  the  dedication  and  a  buoyant 
economy  to  enable  us  to  keep  on 
providing  opportunities  and  improving 
the  quality  of  life  of  all  our  people. 

Because  South  Africa  is  a  microcosm 
of  so  many  of  the  world's  sensitivities,  it 
is  often  a  contentious  subject.  If  you  are 
faced  with  a  decision  regarding  South 
Africa,  make  sure  you  have  all  the  facts. 

For  more  information, 
simply  complete  the 
coupon  below. 

i—  —  —  —  - 

To:  The  Minister  (Information), 
The  South  African  Embassy, 
3051  Massachusetts  Avenue, 
Washington  DC,  20008  N.W. 

Please  send  me  more  information  on  socio-economic 
and  political  developments  in  South  Africa. 

Name  

Address  

 Code   


VCfe're  looking  forward  to  the  future. 

^fc*^  DMtmiXaiwim  200420/US 


Streetwalker 


Surfs  up 

All  eyes  may  be  on  the  catfight  be- 
tween Castle  &  Cooke,  Inc.  and  Dr 
Pepper  management.  But  C&C  has  its 
own  unwanted  suitor.  He's  Houston 
financier  Charles  Hurwitz,  who 
snatched  Simplicity  Pattern  away 
from  Victor  Posner  and  Carl  Icahn. 

Lately,  Hurwitz  has  acquired  more 
than  9%  of  C&C's  28.1  million  com- 
mon shares,  which  may  become  his 
shrewdest  buy  yet.  The  company's 
record  is  dismal.  From  1978  to  1982 
per-share  earnings  slipped  from  $1.80 
to  18  cents.  Last  year  losses  hit  $1.57. 

Behind  much  of  the  recent  red  ink 


Castle  &  Cooke  products 

Its  real  estate  may  be  juicier. 


is  the  fact  that  Ian  Wilson,  a  former 
vice  chairman  of  Coca-Cola  who  be- 
came chief  executive  of  Honolulu- 
based  C&C  in  February  1983,  took 
some  fat  writeoffs.  Getting  rid  of 
salmon  and  shellfish  canning  cost  $11 
million.  Streamlining  banana  and 
other  operations  took  another  $35 
million.  The  goal  is  to  trim  costs  in 
commodities  and  reinvest  savings  in 
higher-margined  products.  Already, 
Wilson  has  added  more  branded  Dole 
items  and  acquired  A&.W  Root  Beer. 

C&.C  has  also  hired  Kidder,  Pea- 
body  to  help  maximize  the  value  of  its 
vast  real  estate  holdings.  These  in- 
clude 150,000  acres  in  Hawaii  and 
5,700  acres  in  California.  Robert  Mac- 
Murdy  of  New  York's  Baer  &  Co.  says 
the  land  could  eventually  be  worth 
$800  million.  If  C&C  realizes  even 
$300  million  in  cash  from  it  over  the 
next  three  years,  he  says,  that 
amounts  to  $  1 .50  per  share  if  reinvest- 
ments produce  a  15%  return.  In  addi- 
tion, another  $1  or  so  of  earnings 
could  come  from  Wilson's  belt  tight- 
ening. Those  gains  are  twice  what 
C&C  should  earn  in  the  fiscal  year 
ending  in  June. 

Mouth-watering  prospects.  C&C, 


which  now  sells  for  $  1 8,  is  trading  at  a 
P/E  of  9  times  the  $2  a  share  Mac- 
Murdy  expects  it  to  earn  in  fiscal 
1985.  But  factor  in  the  extra  $2.50, 
and  the  same  multiple  means  a  price 
of  over  $40.  That  may  be  why  an 
undervalued-asset  investor  like  Hur- 
witz is  trying  to  muscle  in  on  the 
cheap. — Thomas  Jaffe 


Last  hurrah? 

Could  it  be  that,  at  74,  T.  Roland  (Ted) 
Berner,  the  much-criticized  chairman 
of  Curtiss-Wright  Corp.,  will  go  out 
with  a  bang?  C-W  isn't  the  issue  here. 
Over  half  its  shares  are  in  the  capable 
hands  of  Teledyne's  Henry  Singleton. 

But  take  a  look  at  $270  million-a- 
year  Amerace  Corp.  Until  recently  it 
was  just  another  second-rate  con- 
glomerate. The  New  York-based 
firm — into  hose  and  hydraulic  prod- 
ucts as  well  as  electrical  compo- 
nents— fared  miserably  in  1982,  los- 
ing 89  cents  per  share,  vs.  a  $3.51 
profit  the  year  before. 

But  Berner  has  been  an  Amerace 
investor  for  years  and  now  holds  a 
12%  stake.  Two  years  ago  he  helped 
hire  Shirley  Brinsfield,  the  current 
chief  executive.  Brinsfield  has  cut 
overhead  sharply,  taken  a  $7  million 
aftertax  writeoff  and  chucked  a  mon- 
eylosing  metal-coupling  business, 
with  the  potential  of  more  divesti- 
tures to  come. 

The  Amerace  cash  kitty,  mean- 
while, has  swelled  to  over  $25  mil- 
lion, about  $10  for  each  of  its  2.5 
million  common  shares.  In  addition, 
shrewd  professional  investors  (includ- 
ing Mario  Gabelli,  whose  clients  own 
about  8%  of  the  company)  expect 
1983  earnings  to  hit  $3.50  a  share,  and 
look  for  $5  in  1984. 

Sure,  Amerace's  share  price  has 
doubled  in  the  past  17  months.  But  at 
a  current  $31,  it  still  sells  for  only  6 
times  estimated  1984  earnings.  "This 
company  is  being  fattened  for  a  take- 
over or  liquidation,"  says  a  recent 
buyer.  "The  assets  are  worth  at  least 
$40  a  share.  Maybe  Amerace  will  be 
Berner's  twilight  surprise." — T.J. 


Bass  fishing  at  Texaco 

Members  of  Fort  Worth's  wealthy 
Bass  family  went  Christmas  shopping 
in  January,  acquiring  over  $200  mil- 
lion worth  of  Texaco  stock  in  four 
days.  That  raised  Bass  holdings  in  the 
oil  giant  to  7.2%  and  prompted  a  dis- 
closure with  the  Securities  &  Ex- 
change Commission. 


With  a  $700  million  investment  in 
Texaco,  Bass  family  members  are  the 
corporation's  largest  shareholders,  in 
a  position  to  get  Chairman  John 
McKinley's  ear.  SEC  filings,  what's 
more,  indicate  that  the  Bass  position 
may  have  hovered  just  below  the  5% 
level  for  some  time.  Did  the  Bass  fam- 
ily encourage  the  bid  for  Getty  Oil? 
Who  knows.  But  the  secretive  Texans 
clearly  like  the  move:  Texaco  shares 
traded  as  low  as  $30  in  1983,  but  in- 
stead of  selling  at  a  profit  last  month, 
the  Bass  family  bought  6  million  more 
shares  at  $38. 

A  key  attraction  of  Texaco  is  the 
ability  to  buy  Getty's  reserves  for  less 
than  $5  per  barrel,  according  to  in- 
vestment banker  Joseph  Tovey.  This 
is  particularly  appealing,  he  points 
out,  in  the  wake  of  the  recent  Mukluk 
debacle — a  billion-dollar  dry  hole.  If 
the  Getty  deal  falls  through,  what's 
more,  expect  Texaco  to  buy  off-the- 
shelf  reserves  elsewhere. 

Knowledgeable  oil  patch  observers 
now  speculate  that  the  Bass  family 
may  eventually  buy  20%  to  25%  of 
Texaco,  enough  for  effective  control. 
And  with  the  Texans'  net  worth  esti- 
mated at  $2.5  billion,  that's  clearly 
possible.  Texaco's  current  market  val- 
ue is  just  under  $10  billion,  and  there 
are  no  other  large  shareholders.  More- 
over, the  Basses  could  swap  with 
crude-hungry  Texaco,  trading  some  of 
their  own  substantial  domestic  re- 
serves for  its  stock.  A  tempting 
buying  opportunity  could  occur  if 
OPEC  prices  fall  this  year,  driving  all 
oil  shares  down. — Howard  Rudnitsky 


Who  do  you  trust? 

Last  fall,  this  column  described  Dr 
Pepper  and  Royal  Crown,  also-rans  in 
the  soda  pop  race,  as  being  on  the 
auction  block  (Forbes,  Oct.  10,  1983)- 
Already  there's  a  battle  raging  over  Dr 
Pepper,  with  the  bidding  well  in  ex- 
cess of  the  $20  a  share  that  analysts 
thought  the  company  was  worth  last 
fall.  What  of  RC?  Back  in  October  a 
company  spokesman  complained  that 
our  report,  which  included  an  esti- 
mated $37  price  tag,  was  irresponsi- 
ble. Then  came  a  surprise:  That's  pre- 
cisely what  a  management-led  group 
offered  last  month  to  take  the  com- 
pany private.  Takeover  master  Victor 
Posner,  who  holds  the  largest  stake  in 
the  company,  has  countered  with  an 
even  higher  bid. 

Irresponsibility?  Or  is  the  problem 
here  management's  not  letting  share- 
holders know  about  real  value. — T.J. 
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What  is  black  and  white* 
influences  the  buying  decisions 
of  8  out  of  lO  WOItlCIK 
cuts  the  cost  and  time 
of  marketing  your  product— 
and  is  read  all  over? 


"Good  Housekeeping: 

^  PROMISES  ^ 

k|&£/l/rOR  REFUND 


And  who  else  in  this  business 
promises  money  back 
or  replaces  an  advertised  product 

if  it%  defective? 


Good  Housekeeping 

The  magazine  women  believe  in. 

:  Crowley  Survey*.  Inc.  GOOO  housekeeping  is  a  publication  of  hearst  magazines  a  division  of  ime  mearst  corporation  19a*  the  me  arsi  corporation 


COOPERS  &  LYBRAND  HAS 
LEARNED  THE  INC. 

MARKET  PROVIDES  87% 

OF  THE  NATION'S  NEW  JOBS 


M.  Bruce  Cohen 

«.*&Lyt>rand 


SHOULDN'T  YOU  LEARN  MORE 

ABOUT  INC.? 

In  their  new  book  called  The  Emerging  zine  is  written  for  the  decision-makers  who 

Business,  the  major  accounting  firm  Coopers  run  these  companies.  Jna  magazine.  If 

&  Lybrand  reports  that  "smaller,  growing  you  agree  that  when  companies  add  new 

companies  account  for  87%  of  America's  jobs  they  need  new  equipment,  new  serv- 

new  jobs  in  the  private  sector  and  should  ices,  new  everything,  please  show  this 

provide  50%  of  our  GN  P  by  the  end  of  this  page  to  your  advertising  agency, 
decade."  Only  one  major  business  maga- 


be. 


The  magazine  for  growing  companies. 
38  Commercial  Wharf,  Boston,  MA  02110 


Capital  Markets 


MONEY  &  INVESTMENTS 


Psychology  is  as  important  as  economics 
in  the  bond  market  right  now.  And  psy- 
chology is  on  the  side  of  lower  rates. 

WHAT  CHANGED? 


By  Ben  Weberman 


I  lost  some  bets  last  year  by  predict- 
ing that  interest  rates  would  fall 
throughout  1983.  Long-term  Trea- 
sury yields  had  dropped  from  14% 
in  mid-1982  to  10.5%  at  the  end  of 
that  year.  With  similar  patterns  in 
corporates,  tax-frees,  intermediate- 
term  Treasury  notes,  corporate  is- 
sues and  money  market  instru- 
ments, the  downtrend  looked  to 
continue. 

It  did,  until  last  May.  Then  rates 
started  rising  again.  A  normal  mar- 
ket correction,  in  my  view,  but  the 
result  was  that  yields  were  higher  at 
the  end  of  1983  than  at  the  end  of 
1982 — not  much,  but  enough  to 
make  the  year  a  disaster  for  bond 
investing.  Long-term  Treasury 
yields  ended  the  year  in  the  11.7% 
area,  so  the  total  return  on  a  30-year 
bond  was  a  negative  1.12%. 

What  about  this  year?  I'll  stick 
my  neck  out  once  again:  Interest 
rates  will  fall  in  1984.  By  midyear 
they  should  be  retreating  from  their 
present  plateau,  and  they'll  contin- 
ue down  into  1985.  Right  now,  30- 
year  Treasury  12s  of  2013  trading  at 
102  return  11.6%.  The  short-term 
benchmark,  overnight  Federal 
funds,  is  at  9Vi%.  I  expect  to  see  a 
10%  Treasury  bond  by  midyear  and 
one  at  8.5%  to  9%  by  year-end.  Fed- 
eral funds  should  decline  from  their 
current  9'/>%  to  8'/2%  sometime  be- 

Ben  Weberman  is  economics  editor  of 
Forbes  magazine. 


tween  mid-February  and  the  end  of 
March,  and  to  7%  or  7'/2%  by  the 
end  of  1984.  In  short,  1983's  record 
real  rates  of  return  (that  is,  taking 
inflation  into  account)  will  narrow, 
even  if  inflation  is  no  more  than  4% 
to  5%. 

Why?  Because  two  things  I  ex- 
pected in  1983  are  now  belatedly 
taking  place.  Both  are  more  a  matter 
of  psychology  than  of  economics. 

First,  the  public  is  finally  begin- 
ning to  have  some  confidence  that 
inflation  is  under  control.  Second, 
fears  that  the  federal  deficit  cannot 
be  financed  without  driving  up  in- 
terest rates  are  moderating.  It's  be- 
coming clear  that  profits  and  accel- 
erated depreciation  can  provide 
most  corporate  financing  require- 
ments internally  in  1984,  as  they 
did  in  1983.  So  the  capital  markets 
can  accommodate  the  federal  deficit 
without  the  strain  that  many  ex- 
perts have  been  predicting. 

You  can  see  this  change  at  work 
already  in  the  expanding  demand 
for  stripped  Treasury  bonds 
(Forbes,  Jan.  30).  Investors  want  to 
lock  in  today's  yields,  and  worry 
less  that  inflation  will  erode  them. 

All  this  means  a  very  good  year 
for  the  bond  market — a  year  much 
more  like  1982,  which  was  glorious. 
Long-term  Treasury  yields  that  year 
fell  from  13.5%  to  10.5%,  for  a  total 
return  on  30-year  Treasurys  of  44% . 
A  40%  total  return  seems  likely  this 
year.  That's  a  lot  better  than  you 
can  get  from  most  stocks. 

That  means  investors  should 
think  now  about  long-term  steps  to 
take  during  the  crucial  mid-Febru- 
ary to  late-March  period,  especially 
for  Treasurys.  Fortuitously,  the 
Treasury  holds  its  quarterly  auction 
of  3-year,  10-year  and  30-year  bonds 
in  the  second  week  of  February. 

As  for  corporates,  I  think  the  situ- 
ation  argues   against  purchasing 


them  at  all.  Here's  why:  The  differ- 
ential between,  say,  new  Aa  corpo- 
rate industrials  and  new  Treasury 
yields  is  historically  narrow — only 
0.70%  now  versus  last  year's  high  of 

I.  58%.  That's  not  enough  to  make 
up  for  the  high  probability  of  early 
call.  No  Treasury  issue,  out  of  all 
those  maturing  from  now  through 
2003,  may  be  called  prior  to  maturi- 
ty. But  most  corporate  issues  have 
call  protection  for  only  five  to  ten 
years,  and  sometimes  the  issuers 
can  find  reasons  to  justify  redemp- 
tion even  earlier.  In  short,  high-cou- 
pon corporates — 14%  or  higher — 
should  be  avoided.  The  chances  of 
early  call  are  unacceptably  high. 

Speaking  of  stripped  Treasurys, 
Salomon  Brothers  has  a  new  wrin- 
kle— packaging  the  stripped-off  in- 
terest coupons,  which  have  hereto- 
fore been  more  difficult  to  market 
than  the  corpus  itself  because  of 
their  shorter  maturities.  Salomon 
calls  these  Serial  CATS.  They  are 
designed  for  individuals,  corpora- 
tions or  institutions  wanting  an  as- 
sured stream  of  income.  In  a  sense, 
Serial  CATS  are  like  annuities  (but, 
of  course,  with  a  finite  life). 

Salomon  initially  offered  one 
group  of  coupons  representing  semi- 
annual payments  of  $1,000  each 
from  May  15,  1984  to  May  15,  1991 
and  another  running  to  May  15, 
1996.  The  shorter  option  costs 
$10,200  for  $15,000  worth  of  inter- 
est coupons,  an  annual  return  of 

II.  38%.  The  longer  costs  $13,400 
for  $25,000,  an  11.62%  return.  In 
both  cases,  even  after  Salomon's  gen- 
erous cut,  the  return  is  higher  than  on 
an  equivalent  direct  Treasury.  Re- 
member, there  is  no  principal  repay- 
ment at  the  end  of  the  period. 

A  cautionary  note  about  stripped 
Treasurys  of  all  varieties:  Their 
main  use  is  for  tax-exempt  institu- 
tions or  situations — IRAs,  Keoghs 
or  gifts  to  minors.  Others  are  sub- 
ject to  federal  taxes  every  year  on 
imputed  income  on  the  corpus  of  a 
stripped  Treasury  even  though  the 
repayment  may  be  20  years  away. 
Further,  while  that  income,  like  the 
income  of  a  straight  Treasury,  is 
exempt  from  state  and  local  taxes, 
the  matter  is  not  nearly  as  clear 
when  Treasurys  are  used  as  collater- 
al for  certificates,  as  in  CATS  or 
generic  zeros.  There  is  a  real  ques- 
tion whether  the  states  may  not 
hold  that  interest  to  be  taxable.  ■ 
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Psychology  &  Investing 


Many  students  are  arguing  with  their 
parents  about  staying  in  school.  Points  to 
consider  and  a  calculation  to  make. 

IS  COLLEGE 
WORTH  IT? 


MONEY  &  INVESTMENTS 


By  Srully  Blotnick 


ml 


Of  all  their  investments  the  one  the 
members  of  my  sample  worry  about 
most  is  the  one  they  make  in  their 
children's  higher  education.  What 
concerns  them  is  the  large  number 
of  youngsters  who  don't  finish. 

In  the  minds  of  these  parents,  that 
is  the  same  as  not  having  gone  at  all. 
They  realize  that  someone  entering 
the  work  force  with  a  recognized 
sphere  of  competence  is  more  high- 
ly valued.  A  year  or  two  of  college 
doesn't  accomplish  that. 

As  one  parent  put  it:  "My  son 
keeps  telling  me  that  the  only  thing 
employers  care  about  is  a  degree. 
He's  missing  the  point.  My  firm 
[General  Electric]  wants  to  know 
what  you  know.  The  degree  is  a 
shorthand  way  of  telling  them.  You 
can't  do  that  during  an  interview." 

What  upsets  him  is  that  his  son, 
having  finished  two  years  at  a  large 
state  university,  is  thinking  of  drop- 
ping out  for  a  while  and  working. 
"Without  a  college  degree,  he'll  find 
many  doors  closed.  There  are  entire 
professions  he  won't  even  be  able  to 
enter.  I  know.  I  only  went  to  college 
for  a  year  and  a  half." 

It  may  comfort  him  and  the  many 
others  facing  similar  problems  to 
see  that  a  recently  published  econo- 
metric analysis  confirms  their  view. 

Dr.  Srully  Blotnick  is  a  research  psychologist 
and  author  of  Getting  Rich  Your  Own  Way 
and  Winning:  The  Psychology  of  Successful 
Investing. 


College  Choice  in  America  (Harvard 
University  Press,  $22.50)  was  writ- 
ten by  two  economists,  Charles 
Manski  and  David  Wise,  based  on 
data  contained  in  the  National  Lon- 
gitudinal Study  of  23,000  seniors  in 
more  than  1,300  high  schools — the 
largest  long-term  survey  of  its  kind 
done  in  the  U.S. 

One  of  their  findings  is  that  it 
takes  many  students  longer  than  the 
standard  four  years  to  finish  college. 
Also,  a  significant  number  drop  out 
and  stay  out.  The  authors  say  that, 
for  those  who  do  receive  a  degree, 
continual  attendance  is  the  rule: 
"Sequences  of  alternating  school 
and  work  are  the  exception."  Quite 
a  number  of  students  think  they  can 
move  freely  back  and  forth  between 
campus  and  corporate  life.  The  evi- 
dence indicates  that  for  most  col- 
lege majors  that  is  unlikely. 

An  important  exception,  not  cov- 
ered by  NLS  data  but  discussed  in 
other  studies  due  out  this  spring, 
concerns  business  courses  taken  at 
the  undergraduate  and,  especially, 
the  graduate  level.  Apparently,  if 
students  drop  out,  or  don't  attend 
college  in  the  first  place  (only  half  of 
each  high  school  class  typically 
does),  they  are  likely  to  take  busi- 
ness courses  if  they  return  to 
school.  More  than  60%  of  those 
who  do  usually  work  full  or  part 
time  during  the  semester.  More 
than  60,000  students  with  MBAs 
are  now  pouring  out  of  the  nation's 
business  schools  each  year,  many 
complaining  that  they  have  become 
a  glut  on  the  market.  Maybe  so,  but 
the  vast  majority  do  manage  even- 
tually to  find  good  positions  at  com- 
panies that  value — indeed,  some- 
times overvalue — those  skills. 

College  isn't  for  everybody,  of 
course,  and  many  youngsters  will 
leave  regardless  of  what  their  par- 
ents say.  However,  before  they  do,  it 


might  be  worthwhile  for  parents  to 
point  out  some  hidden  obstacles 
and  run  through  a  simple  calcula- 
tion with  them. 

First,  highlight  the  minimum- 
wage  nature  of  the  jobs  available  to 
entry-level  workers  without  de- 
grees. The  most  common  opening  is 
as  a  sales  clerk,  and  what  needs  to 
be  pointed  out  about  the  position  is 
that  it  is  nearly  always  a  dead-end 
job.  Youngsters  full  of  enthusiasm 
don't  believe  it.  They  think  their 
sales  ability  will  see  them  through 
and  speed  their  rise. 

It  may  startle  them  to  learn  that 
the  billions  of  dollars  spent  annual- 
ly on  advertising  is  their  most  po- 
tent enemy.  Major  retailers  have 
adopted  the  strategy,  in  some  cases 
subconsciously,  that  effective  ad- 
vertising is  the  key  to  luring  presold 
customers  into  the  store,  where 
management  assumes  they  will  be 
waited  on  by  low-wage  and  perhaps 
poorly  informed  sales  help.  For  that 
reason  a  growing  percentage  of 
salespeople  in  these  stores  are  qui- 
etly being  shifted  from  commission 
to  straight  salary.  Furthermore,  the 
argument  that  these  jobs  are  "valu- 
able work  experience"  needs  to  be 
refuted  bluntly.  Few  employers 
place  much  value  on  this  type  of 
labor.  It  can  be  done  by  almost  any- 
one and  it's  not  the  kind  of  work 
they  would  be  hiring  the  young  man 
or  woman  to  do. 

Parents  need  to  realize  that  they 
and  their  children  are  not  adversar- 
ies. Most  quality  research  I  have 
seen  indicates  that  the  students 
may  be  operating  from  altruistic 
motives.  If  their  parents  aren't  do- 
ing well  financially,  they  react  by 
dropping  out  of  school,  so  as  not  to 
add  to  the  burden,  or  by  switching 
to  part-time  status  and  getting  a 
full-  or  part-time  job.  The  attempt 
to  become  self-supporting  is  admi- 
rable, and  approximately  25%  of 
students  in  the  NLS  in  four-year 
colleges  work  part  time.  Neverthe- 
less, the  net  earnings  are  small  and 
graduation  may  be  delayed — or  may 
not  take  place  at  all.  That  is  why 
parents  who  can  afford  the  hefty 
tuition  tab  and  living  expenses 
should  quietly  say  so.  A  calculation 
showing  the  long-term  loss  of  in- 
come to  the  student  is  usually  an 
informative  and  entertaining  way 
for  parents  and  children  together  to 
come  to  the  right  decision.  ■ 
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MPUTER  IDENTICS  CORP.  0 

CANTON,  MASS.,  Jan.  4— Computer  Identics  Corp. 
ISDAG — CIDN),  announced  today  that  it  has  received  a 
950,000  research  and  development  contract  from 
tton/PRC  Technology  Partners  1,  a  publicly  owned  limited 
■fnership  sponsored  by  E.F.  Hutton  and  Company  Inc., 
i  Planning  Research  Corp. 

The  contract  calls  for  Computer  Identics  to  conduct 
earch  and  development  activities  for  a  new  integrated 
'  code  data  collection  and  control  system  for  industrial 
plications  to  be  called  "System  128"  (TM). 
Completion  of  the  projects  is  scheduled  to  take  approxi- 
,tely  two  years,  at  which  time  Computer  Identics  has  an 
ion  to  obtain  an  exclusive  license  to  produce,  market  and 
I  System  128  in  return  for  royalty  payments. 
Computer  Identics,  a  leading  manufacturer  of  bar  code 
inning  equipment  and  developer  of  scanner-based  infor- 
ition  and  control  systems,  recently  completed  a  public 
ering  of  1,000,000  shares  of  its  common  stock  at  $3  a 
•  share. 

(Contact:  David  J.  Collins,  pres.  and  CEO,  of  Computer 
ntics  at  5  Shawmut  Rd.,  Canton  MA  02021,  or  phone 
17)  821-0830) 

ANTRONICS,  INC.  N-P 

(PLX)  San  Jose,  CA— December  15,  1983— Plantronics, 
:.  reported  operating  results  for  its  second  quarter  ended 
rember  26,  1983  as  :hown  on  the  table  below.  Compared 
corresponding  quarter  of  fiscal  1983,  sales  were  up  22%. 
rnings  per  share  increased  43%. 

All  divisions  sharec  m  the  improvement.  The  company's 
)  largest  operations,  Santa  Cruz  and  Zehntel,  achieved 
ord  shipments.  Previous  investments,  current  order  in- 
t,  and  lower  manufacturing  costs  will  combine  to  produce 
reased  sales  and  earnings  for  the  balance  of  fiscal  1984. 

Plantronics,  Inc.,  a  major  supplier  of  telecommunications 
d  automated  manufacturing  equipment  for  the  electron- 
industry. 

PLANTRONICS,  INC. 

Second  Quarter  Operating  Results 
($  in  Millions) 

Fiscal  Year 


!S 

Income 

rage  Common  Shares  Outstanding 


1984 
$33.4 
2.3 
6.6 

$  34 


1983 
$27.3 
1.6 

6.5 

$  .24 


nings  per  share 

(Contact:  Robert  C.  Hood,  Vice  President  Finance/Treas- 
!r,  Plantronics,  Inc.  1762  Technology  Drive,  Suite  225,  San 
;e,  CA  95110  (408)  998-8388.) 

ILICY  MANAGEMENT  SYSTEMS  CORPORATION  O 

COLUMBIA,  S.C.,  Jan.  5,  1984— Policy  Management  Sys- 
ns  Corporation  (PMSC),  the  leading  supplier  of  software 
items  and  related  services  to  the  property  and  liability 
iurance  industry  announced  its  results  of  operations  for 
th  the  year  and  the  fourth  quarter  ended  December  31, 
83. 

Revenues,  net  income,  and  earnings  per  share  for  the 
3r  were  $62,268,000,  $9,728,000  and  $.63,  respectively, 
mpared  to  $44,477,000,  $6,630,000  and  $.44  for  1982, 
increase  of  40%,  47%  and  41%,  respectively.  Revenues, 
t  income  and  earnings  per  share  were  $17,487,000, 
,724,000  and  $.17,  respectively,  for  the  fourth  quarter 
mpared  to  $12,828,000,  $1,756,000  and  $.12  for  1982, 
increase  of  36%,  55%  and  44%,  respectively.  All  net 
:ome  per  share  amounts  have  been  adjusted  for  the 
tober  1,  1983,  two-for-one  stock  split,  effected  in  the 
m  of  a  100%  stock  dividend. 
PMSC  also  announced  that  effective  December  22,  1983, 
offered  units  of  the  Research  and  Development  Partner- 
ip  for  which  PMSC  is  developing  an  automated  insurance 


A  American  Stock  Exchange 
P  Pacific  Stock  Exchange 
agency  sales  and  marketing  system  had  been  taken.  The 
total  offering  was  for  $11  million  and  a  subsidiary  of  the 
Florida  Association  of  Insurance  Agents  is  serving  as 
general  partner  of  the  partnership — Agency  Automation 
Partners  Limited. 

(Contact:  Robert  Gresham,  Vice  President  &  Treasurer, 
PMS  Corporation,  P.O.  Box  10,  Columbia,  SC  29202.  Phone: 

(803)  748-2405.) 

SOVRAN  FINANCIAL  CORPORATION  O 

NORFOLK,  VA  ,  December  30,  1983— The  merger  of  Vir- 
ginia National  Bankshares,  Inc.,  and  First  &  Merchants 
Corporation  and  their  subsidiary  banks,  Virginia  National 
Bank  and  First  &  Merchants  National  Bank,  was  consum- 
mated today,  December  30,  1983.  The  surviving  holding 
company  is  Sovran  Financial  Corporation  and  the  surviving 
bank  is  Sovran  Bank.  N.A. 

Under  terms  of  the  agreement,  each  outstanding  share  of 
VNB  common  stock  will  be  exchanged  for  1.15  shares  of 
common  stock  of  the  holding  company  and  cash  in  lieu  of 
any  fractional  share.  Each  outstanding  share  of  F&M 
common  stock  will  be  exchanged  for  one  share  of  common 
stock  of  Sovran  Financial  Corporation.  F&M's  outstanding 
convertible  preferred  stock  will  be  exchanged  for  an  equal 
number  of  shares  of  convertible  preferred  stock  in  the 
parent  firm  with  dividend  and  conversion  rights  identical  to 
those  now  held. 

CA.  Cutchins,  III,  is  Chairman  of  the  Board  and  Chief 
Executive  Officer  of  Sovran  Financial  Corporation  and  Sov- 
ran Bank,  N.A.  C.  Coleman  McGehee  is  President,  Chief 
Operating  Officer  and  Chairman  of  the  Executive  Commit- 
tees of  both  institutions. 

(Contact:  James  A.  Kirkpatrick  of  Sovran  Financial  Corpo- 
ration, One  Commerical  Place,  Norfolk,  VA  23510,  or  phone 

(804)  441-4705.) 

UNITED  TELECOMMUNICATIONS,  INC.  N 

KANSAS  CITY,  MO.,  Jan.  2— An  agreement  for  the  acqui- 
sition of  U.S.  Telephone,  Inc.,  by  United  Telecommunica- 
tions, Inc.,  was  announced  jointly  by  Paul  H.  Henson, 
chairman  of  United  Telecom,  and  Neal  J.  Robinson,  presi- 
dent of  U.S.  Tel. 

Under  terms  of  the  agreement  and  plan  of  reorganization 
approved  by  the  U.S.  Tel  board  of  directors,  U.S.  Tel 
stockholders  would  receive  one  share  of  United  Telecom 
common  stock  for  each  four  shares  of  U.S.  Tel  common 
stock.  There  are  15,477,271  shares  of  U.S.  Tel  common 
stock  outstanding. 

U.S.  Tel  would  be  merged  with  a  newly  formed  subsidiary 
of  United  Telecom.  It  would  be  managed  as  a  part  of 
United's  intercity  communications  group,  United  Telecom 
Communications,  Inc. 

The  agreement  and  plan  of  reorganization  is  subject  to 
the  approval  of  U.S.  Tel  stockholders  and  requisite  regula- 
tory agencies. 

Dallas-based  U.S.  Tel  offers  nationwide  long  distance 
telephone  service  from  61  service  origination  areas  in  the 
United  States.  The  company  had  revenues  of  $135  million  in 
its  fiscal  year  ended  Oct.  31,  1983. 

(Contact:  D.G.  Forsythe  of  United  Telecom  at  P.O.  Box 
11315,  Kansas  City,  MO  64112,  or  phone  (913)  676-3343.) 

UTL  CORPORATION  O 

DALLAS,  TX.,  Jan.  4, 1984— UTL  Corporation  (OTC.  UTLC), 
a  Dallas-based  defense  contractor,  announced  that  it  re- 
ceived a  $3  million  contract  from  the  U.S.  Army. 

This  new  order  increases  UTL's  current  backlog  of  orders 
to  a  record  high  of  $55.5  million.  Work  on  this  contract  for 
advanced  electronic  warfare  equipment  will  begin  immedi- 
ately. 

UTL  Corporation  is  a  prime  contractor  engaged  in  re- 
search, development  and  production  of  advanced  electronic 
warfare  systems  and  subsystems  used  for  reconnaissance, 
surveillance  and  targeting. 

(Contact:  John  Benson,  Secretary-Treasurer,  UTL  Corpora- 
tion, 4500  West  Mockingbird  Lane,  Dallas,  TX  75209.  Phone: 
(214)  350-7601.) 
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Stock  Trends 


Capital  spending  is  sure  to  be  up  this 
year,  and  there  are  potentially  profitable 
ways  for  investors  to  play  this  move. 

THE  BIG  ENGINE 
THAT  CAN'T 


By  Ann  C.  Brown 


There's  something  about  this  huff- 
ing and  puffing  market  that  I  find 
disturbing.  Maybe  it's  the  too-heavy 
volume  with  too  little  to  show  for 
it.  Or  perhaps  it's  the  scary  stock 
price  drops  on  news  that's  not  all 
that  bad — such  as  the  1 1  '/i-point 
plunge  in  Helene  Curtis  after  the 
company  announced  an  earnings  in- 
crease of  only  40%.  Or  it  could  be 
that  the  problem  is  with  what  isn't 
going  up.  IBM  isn't.  Neither  is  P&G, 
Johnson  &  Johnson,  Kodak,  Coca- 
Cola,  nor  any  number  of  the  rumor- 
less  oils.  Something's  up,  but  for  the 
moment  it's  not  the  big  stocks, 
whose  strength  is  necessary  to  pow- 
er the  rest  of  the  list  into  lasting 
new  high  ground. 

Right  now  the  person  in  charge  of 
everyone's  portfolio  performance  is 
Paul  Volcker,  assisted  by  his  col- 
leagues on  the  Federal  Reserve 
Board.  This  is  a  crucial  time  for  the 
money  men  who  engineered  a  pain- 
ful, frightening,  but  nonetheless 
cleansing  recession. 

Business  has  not  only  recovered, 
but  in  many  industries  profits  are 
better  than  they  ever  have  been.  Un- 
employment is  dropping  so  rapidly 
that  I  wouldn't  doubt  the  Adminis- 
tration is  concerned  that  it  could 
well  be  on  the  rise  by  the  time  of  the 
elections.  Interest  rates  continue 


Ann  C.  Broun  is  chief  executive  officer  of  the 
eqi  ty  advisory  and  portfolio  management 
firm  of  AC.  Brown  &  Associates. 


high  and  will  fall  if  the  Fed  in- 
creases the  money  supply  or  if  the 
economy  slows  and  the  demand  for 
money  decreases.  Rates  also  will  de- 
cline if  inflationary  expectations  are 
lowered  by  events,  such  as  a  drop  in 
the  price  of  oil  or  a  sharp  reduction 
in  the  federal  deficit  as  a  result  of 
new  taxes  or  reduced  spending,  or  a 
combination  of  both. 

It  is  unlikely  that  our  central 
bankers  will  change  policy  precipi- 
tately, particularly  since  there  are 
too  many  outside  events  that  could 
upset  or  offset  any  actions  they 
might  take.  Any  easing  of  the  purse 
strings  in  the  face  of  exogenous  de- 
flationary stimuli  would  be  infla- 
tionary and  dangerous  to  the  na- 
tion's economic  health.  Besides, 
there's  the  little  matter  of  the  huge 
U.S.  debt,  which  is  being  heavily 
underwritten  from  abroad,  courtesy 
of  our  high  interest  rates'  attracting 
foreign  capital.  Paradoxically,  lower 
the  interest  rates  and  the  swift  de- 
parture of  much  of  the  money  could 
result  in  rates  as  high  or  higher  than 
those  that  currently  prevail. 

With  the  exception  of  the  impres- 
sively small  rise  registered  in  the 
Producer  Price  Index,  for  the  most 
part  the  latest  statistics  released  by 
the  government  have  tended  toward 
the  underwhelming,  when  com- 
pared with  earlier  expectations.  So 
far,  only  capital  spending  plans  have 
offered  much  upside  surprise,  and 
often  I  have  found  that  these  busi- 
ness intentions  are  more  misleading 
than  leading  indicators  of  what  lies 
ahead.  At  the  first  sign  of  a  slow- 
down in  sales,  new  plant  and  equip- 
ment programs  are  postponed,  pared 
down  or  scrubbed.  While  the  Com- 
merce Department  anticipates  a 
rise  of  9.4%  in  capital  spending  this 
year,  I'm  more  inclined  to  agree 
with  the  7%  estimated  increase 
envisioned  by  the  National  Associ- 
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ation  of  Manufacturers.  Judging  by 
recent  stock  action,  the  NAM  and  I 
have  a  lot  of  investors  in  our  corner. 

One  way  to  play  the  for-certain 
increase  in  capital  spending  is  to 
hop  aboard  Signal  Cos.  (31).  Last  year 
the  company  acquired  Wheelabra- 
tor-Frye,  which  constructs  plants 
and,  in  many  cases,  serves  as  the 
owner/operator— a  procedure  that 
adds  a  measure  of  stability  to  highly 
cyclical  earnings.  Signal  Cos.  is  also 
involved  in  aerospace  and  has  posi- 
tions in  energy  service  and  transpor- 
tation, although  the  company  has 
spun  off  most  of  its  holdings  of 
Mack  Trucks.  Predicting  earnings 
of  capital  goods  companies  is  one 
part  brains,  two  parts  luck,  but  Sig- 
nal Cos.  could  earn  around  $2.75  per 
share  for  1984  and  perhaps  $5  in 
1985.  With  an  estimated  P/E  ratio  of 
8  to  9  and  a  dividend  yield  of  3%, 
the  stock  has  a  potential  total  re- 
turn of  20%  to  40% -plus  over  the 
next  several  quarters. 

Parker-Hannifin  (35)  isn't  exactly  a 
household  name,  but  neither  arc 
many  companies  whose  products 
make  other  things  work.  Parker- 
Hannifin  manufactures  such  neces- 
saries as  fluid  power  systems,  cryo- 
genic valves  and  various  other  de- 
vices used  by  the  automobile, 
construction  and  defense  indus- 
tries. Orders  are  booming  in  certain 
lines,  and  earnings  for  the  fiscal  year 
ending  this  June  could  be  close  to  $3 
per  share— almost  triple  those  of 
last  year.  Fiscal  1985  looks  like 
$3.75  per  share  or  more,  since  Par- 
ker-Hannifin is  expected  to  have  an 
above-average  earnings  growth  rate, 
compared  with  similar  companies. 

Last  autumn  (Xor.  7,  1983)  I  sug- 
gested that  Apple  Computer  (29) 
looked  like  a  buy  under  $20  per 
share  and  a  sell  at  the  time  of  the 
introduction  of  the  Macintosh. 
That  time  is  at  hand  and,  with  the 
stock  up  substantially,  consider 
taking  profits.  Prices  of  the  Macin- 
tosh are  somewhat  less  than  expect- 
ed and  prices  of  other  models  have 
been  cut  more  than  expected,  in  an 
attempt  to  increase  profitability  by 
expanding  volume.  Maybe  yes, 
more  likely  no.  For  fiscal  1984,  end- 
ing Sept.  30,  earnings  are  estimated 
at  60  cents  to  75  cents  per  share. 
However,  at  40  times  this  year's 
estimated  EPS,  this  is  one  Eve  who 
would  avoid  the  Apple.  ■ 
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Thus  you'll  find  it  convenient  to  have  The  Investors 
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CEO.  Pepsico  Inc.,  at  8  Stamford 
Forum,  P.O.  Box  10005,  Stamford, 
CT  06904-2005.  Or  simply  call  this 
number  (203)  967-6000 
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Never  mind  Wall  Streets  ennui.  My  guess 
is  we  will  see  some  excitement  in  robotics 
this  year.  Should  you  join  in?  Yes. 

ROBBY  ROBOT 
COMES  OF  AGE 


By  Thomas  P.  Murphy 


"Hi  there.  I'm  Robby  Robot.  I  fell  on 
my  plastic  face  in  1983.  Now  no- 
body wants  to  hear  about  me." 

Remember  the  good  old  days  of 
1981  and  1982?  You  could  hardly 
pick  up  a  magazine  without  finding 
a  robot  story.  Robots  were  Ameri- 
ca's answer  to  almost  everything. 
Need  a  growth  industry  to  save  the 
upper  Midwest?  You  have  it  in  robo- 
tics. Want  a  sure  bet  in  the  stock 
market?  Robotmakers.  How  about 
rolling  back  Japanese  competition, 
while  keeping  the  American  worker 
the  best  paid  in  the  world?  You  get 
one  guess. 

Then  along  came  1983  and  a  sud- 
den lapse  of  interest  in  the  whole 
subject.  What  happened? 

The  answer,  as  nearly  as  I  can 
piece  it  together,  is  not  disaster.  Ro- 
botics, like  biotechnology,  suc- 
cumbed to  ennui  in  the  press  and 
disappointment  in  the  stock  mar- 
ket. An  industry  that  was  predicted 
to  grow  35%  last  year  and  start 
showing  some  profits  grew  instead 
about  25%  and  continued  sloshing 
through  red  ink.  Wall  Street  lost 
interest  in  robot  plays — it  never  had 
many  to  begin  with — and  the  press 
fell  equally  disinterested  in  rehash- 
ing Robby  Robot  stories. 

Yet,  considering  the  kind  of  year 
1983  was  in  the  capital  goods  mar- 
ket, Robby  and  his  friends  could  be 

nomas  P.  Murphy  heads  a  venture  capital 
firm.  Partnership  Dankist.  Stamford,  Conn. 


taking  a  bum  rap.  In  fact,  they  didn't 
do  all  that  badly.  Laura  Conigliaro,  a 
respected  analyst  with  Prudential- 
Bache  who  specializes  in  the  field, 
gives  these  numbers  (in  millions) 
for  sales  for  the  robotics  industry: 

1979  $  45 

1980  90 

1981  155 

1982  190 

1983  235 

1984  big 
1990            1,000  + 

The  "big"  was  her  response  when 
I  asked  about  prospects  for  this  year. 
To  be  specific,  she  sees  the  industry 
getting  back  on  its  old  growth-trend 
line  of  maybe  33%  compounded 
and  perhaps  making  up  for  the 
shortfall  of  1983.  The  reasoning  is 
that  smokestack  America,  coming 
off  the  recession  in  1982,  pared  cap- 
ital budget  appropriations  to  the 
bone.  As  a  result,  robots,  no  matter 
how  good  their  payback,  simply 
weren't  bought  in  the  quantities 
that  had  been  anticipated.  This 
year,  with  sales  up  and  factory  use 
beginning  to  push  against  capacity, 
it  will  be  a  different,  and  much  hap- 
pier, story. 

Robotics  is  a  peculiar  industry.  Its 
promise  is  so  great  and  so  well  un- 
derstood that  the  industry  was  born 
middle-aged  and  international.  As  a 
result,  the  industry  is  a  lawyer's 
dream  of  international  deals  for  pat- 
ents, knowhow  and  product  licens- 
ing, with  the  Japanese  leading  in  the 
application  of  robotics,  the  Ameri- 
cans in  the  sophistication  of  their 
machines. 

There  is  a  hodgepodge  of  small 
companies,  most  of  them  financed 
with  venture  capital  money.  Then 
there  are  the  robotics  divisions  of 
machine  tool  makers,  most  notably 
Cincinnati  Milacron,  Inc.,  which 
vies  with  Unimation,  now  a  divi- 
sion   of    Westinghouse,    for  the 
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number  one  spot.  Finally,  there  are 
the  in-house  activities  of  several  gi- 
ants— General  Motors,  General 
Electric  and  IBM.  They  got  into  ro- 
botics to  automate  their  own  manu- 
facturing lines  and  then  decided  to 
market  their  products  to  others. 

From  an  investor's  viewpoint, 
clearly,  even  big  success  isn't  going 
to  make  much  difference  to  the 
likes  of  IBM  and  GE.  The  small 
companies  are  the  most  interesting, 
since  they  are  "pure"  robot  plays. 
But  here  the  average  investor  has  a 
problem:  Nearly  all  of  the  well-re- 
garded small  companies  are  private- 
ly owned. 

But  that  situation  may  not  prevail 
forever.  Conigliaro  estimates  that 
80%  of  these  privately  owned  com- 
panies are  backed  by  venture  capital 
money.  Stan  Pratt,  publisher  of  the 
Venture  Capital  Journal,  concurs 
with  her  estimate.  But  Pratt  also 
points  out  that  robotmakers  are  be- 
coming a  test  of  courage  for  venture 
capitalists.  Some  of  these  compa- 
nies are  returning  for  a  third  or  even 
fourth  round  of  financing  from  their 
backers.  While  venture  capitalists 
expect  companies  to  come  back  for 
more,  four  rounds  of  financing 
stretches  their  faith. 

Because  of  this,  it  is  safe  to  bet 
that  Wall  Street,  and  hence  the  pub- 
lic, will  get  some  major  cracks  at 
investing  in  small,  pure  robotic 
plays  later  this  year.  Venture  firms 
surely  will  try  to  lay  off  some  risk 
and  cash  in  after  staying  longer  and 
investing  more  than  they  expected 
to  in  the  robotmakers. 

It  will  take  two  conditions  to 
bring  Wall  Street  into  the  picture. 
First,  the  robotmakers  are  going  to 
have  to  show  some  profits  over  the 
first  half  of  this  year.  It  won't  take 
much.  Everybody  wants  to  believe. 
Then,  of  course,  there  has  to  be  an 
IPO  (initial  public  offering)  market. 
It's  a  sometime  thing.  My  guess  is 
that  both  will  happen,  and  we  will 
see  some  excitement  about  robots 
warming  up  in  mid- 1984. 

Should  a  wise  investor  join  in  the 
fun?  Since  I  have  sounded  a  little 
jaded  about  this,  my  answer  may 
surprise  you.  It's  yes.  We  have  a 
tendency  in  this  country  to  let  our 
imaginations  and  our  public  rela- 
tions departments  run  several  years 
ahead  of  reality.  But  the  reality  is 
there.  Robby,  you  are  going  to  be  a 
good  bet.  ■ 


The  T.  Rowe  Price  IRA  gives  you  more  than  a  competitive  return 
on  your  money.  It  also  gives  you  freedom  of  choice.  You're  free  to 
choose  from  eight  no-load  funds,  each  pursuing  a  different 
investment  objective. 

You  also  have  the  freedom  to  switch  from  fund  to  fund  when 
changes  in  the  markets  or  your  needs  suggest  a  change  in  investment 
strategy.  All  it  takes  is  a  toll-free  telephone  call. 

For  a  free  IRA  information  kit,  call:  1-800-IRA-5000. 


T.RoweRice 

Invest  With  Confidence 


Please  send  my  free  IRA  kit  and  fund 
prospectuses  with  more  complete 
information,  including  management  fee 
and  other  charges  and  expenses.  I  will 
read  them  carefully  before  I  invest. 
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T.  Rowe  Price,  100  East  Pratt  Street, 
Baltimore,  MD  21202 

i    V  T.  Rowe  Price  Marketing,  Inc..  Distributor. 


If  you're  worried  about  cancer,  remember  this. 
Wherever  you  are,  if  you  want  to  talk  to  us  about  cam 
call  us.  We're  here  to  help  you. 
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American  Cancer  Society 
2,000,000  people  fighting  cancer. 


Commodities 


Its  no  secret  that  there  are  more  losers 
than  winners  in  commodities  trading. 
What  do  the  winners  have  in  common? 

THE  TRADING 
OLYMPICS 


By  Stanley  W.  Angrist 


Norm  Zadeh,  a  former  Stanford 
Business  School  professor,  believes 
pros  who  spend  most  of  their  time 
trading  for  clients  should  put  their 
money  where  their  mouths  are  once 
in  a  while.  That's  why  he  created 
the  U.S.  Stock,  Option  &  Commod- 
ity Trading  Championships.  The 
rules  are  simple:  You  pay  a  $150 
entry  fee,  trade  with  your  own  mon- 
ey for  four  months  and  agree  to  have 
your  results  published.  There  are 
four  categories:  stock,  stock  and/or 
option,  futures  and  option-only.  For 
the  first  three  divisions  you  must 
have  an  account  of  at  least  $5,000. 
For  option-only  trading  the  mini- 
mum is  $1,000.  Leaders  in  each  di- 
vision must  submit  copies  of 
monthly  statements.  At  the  end  of 
the  four  months  the  contestants 
with  the  biggest  percentage  in- 
creases in  equity  are  the  winners. 

Zadeh  has  just  completed  run- 
ning his  second  contest.  It  ended 
Dec.  1,  and  of  the  futures  traders — 
these  include  some  heavy  hitters, 
remember — only  14  of  65  players 
came  out  ahead.  To  be  sure,  the 
winners  won  big.  Allen  Richardson, 
35,  the  first-place  finisher,  started 
with  equity  of  $5,200,  for  example, 
and  wound  up  four  months  later 
with  $25,400  in  his  account,  a  388% 
gain.  Runnerup  Frankie  Joe  had  a 


Stanley  W.  Angrist  is  a  commodity  specula- 
tor, consultant  and  longtime  observer  of  the 
commodity  markets. 


181%  gain  on  $60,000,  and  third- 
place  finisher  Allan  Schaefer,  1 76% 
on  a  $391,000  portfolio. 

Richardson  came  up  with  a 
unique  way  of  managing  his  time 
during  the  contest.  He  followed  the 
market  in  the  daytime  and  pumped 
gas  in  a  service  station  at  night.  He 
is  a  pure  technician  who  uses  stan- 
dard Edwards  and  Magee  chart  read- 
ing techniques  and  watches  the  tape 
like  a  hawk.  "I  prefer  that  the  fun- 
damentals be  against  me,"  he  says. 
"That  way,  all  the  bad  news  is  in 
the  market."  If  a  position  is  going 
well,  he  will  do  a  little  pyramiding. 
Most  traders  fail,  he  believes,  be- 
cause they  do  too  much  hoping  and 
praying.  "I  do  neither.  If  a  trade  is 
going  against  me,  I  bail  out." 

Zadeh  calls  futures  runnerup 
Frankie  Joe,  42,  the  best  all-around 
trader  in  the  contest.  Joe  finished 
first  in  the  stock  and/or  option  divi- 
sion with  a  70%  gain  and  fourth  in 
stocks  (12%).  He  entered  the  con- 
test as  a  lark,  betting  a  friend  $5,000 
that  he  could  win  the  futures  divi- 
sion even  though  he  didn't  enter 
until  October — two  months  after 
the  other  contestants.  He  lost  his 
bet  but  he  made  21  times  as  much 
on  his  futures  trading.  Moreover, 
the  experience  inspired  him  to 
come  back  to  the  market  full  time. 
"If  I  couldn't  trade  for  a  living,"  he 
says  cheerfully,  "I  might  have  to  get 
a  job,  and  that  would  never  do." 

Joe  calls  himself  a  technician  but 
also  pays  attention  to  market  psy- 
chology. "When  everyone  was  talk- 
ing about  international  bankrupt- 
cies, gold  should  have  been  going 
up,"  he  says.  "It  didn't,  so  I  shorted 
gold,  and  it  promptly  fell  out  of 
bed."  He  is  a  self-proclaimed  "pro- 
fessional bear"  who  cuts  losses 
quickly  and  loves  to  go  short. 

Of  all  the  traders  in  Contest  Two, 
Schaefer  made  the  most  money — 
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not  only  because  of  his  high  finish 
in  futures  but  also  because  he  was 
playing  with  quite  a  few  chips.  On 
his  $391,000  account  he  generated  a 
$691,000  profit.  Schaefer,  who  also 
classifies  himself  as  a  technician, 
concentrates  on  the  stock  indexes 
and  T-bond  futures.  "If  there  is  such 
a  thing,  I  am  a  conservative  com- 
modity trader,"  he  says.  "I  put  up 
$10,000  for  each  S&P  (Standard  & 
Poor's  index  futures  contract]  I 
trade.  I  look  to  make  no  more  than 
$1,500,  and  I  won't  accept  a  loss 
bigger  than  that  amount.  Because  I 
am  right  80%  of  the  time  I  do  all 
right."  How  does  he  achieve  80%? 
"For  better  or  worse,  I  have  ice  wa- 
ter in  my  veins.  But  at  the  first  sign 
of  trouble,  I'll  cut  and  run." 

What's  the  common  thread  that 
runs  through  the  trading  methods  of 
these  three  winners?  First,  all  three 

Looking  for 
Mr.  Good  Trader 

These  six  traders  were  tops  in  the 
futures  division  of  the  second  U.S. 
Stock,  Options  &  Commodity 
Trading  Championship  that  ran 
from  Aug.  1  to  Dec.  1, 1983.  Sixth- 
place  finisher  Martin  Schwartz, 
trading  for  himself  only,  entered 
the  first  two  contests  with  a  start- 
ing equity  in  excess  of  $500,000. 
Net  profits  generated  during  both 
contest  periods  substantially  ex- 
ceeded $1  million  in  aggregate. 
Not  bad  for  a  sixth-place  finisher. 


Rank    Name  Increase 

1  Allen  T.  Richardson  388.4% 

2  Frankie  foe  181.3 

3  Allan  Schaefer  176.8 

4  Bruce  C.  Brookshire  96.8 

5  Neil  T.  Naftalin  78.4 

6  Martin  Schwartz  69.2 


work  at  it  nearly  full  time.  Second, 
if  a  trade  is  not  working,  they  get 
out  in  a  hurry.  That,  of  course,  re- 
quires discipline,  the  one  commod- 
ity that  seems  to  be  in  short  supply 
in  most  amateur  traders.  (Zadeh 
notes  that  two  contestants  who  are 
authors  of  how-to-make-money 
books  have  entered  twice  and  have 
yet  to  make  any.) 

The  next  contest  begins  Feb.  1 
and  ends  May  31.  Rules  and  entry 
blanks  can  be  obtained  from  Norm 
Zadeh  at  213-827-2503.  ■ 
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Linda  was  14,  still  a  virgin,  when  a  pimp  took  her.  Shf^ 
was  beaten  and  raped,  forced  to  work  the  streets  of  Tim^g  r 


Last  month  in  his  newsletter,  Father  Bruce 
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Observations 


Foreign  currencies  cannot  forever  stay 
down  relative  to  the  dollar.  When  they 
begin  to  rise,  so  will  American  inflation. 

THE  BOND  RALLY 
IN  PERSPECTIVE 


WHY YOU 
SHOULD 
MAKE  A 
CORPORATE 
CONTRIBU- 
TION TO 
THE  AD 
COUNCIL 

The  Advertising  Council  is  the  biggest 
advertiser  in  the  world.  Last  year,  with 
the  cooperation  of  all  media,  the  Coun- 
cil placed  almost  six  hundred  million 
dollars  of  public  service  advertising. 
Yet  its  total  operating  expense  budget 
was  only  $1,147,000  which  makes  its 
advertising  programs  one  of  America's 
greatest  bargains ...  for  every  $1  cash 
outlay  the  Council  is  generating  over 
$600  of  advertising. 

U.S.  business  and  associated  groups 
contributed  the  dollars  the  Ad  Council 
needs  to  create  and  manage  this 
remarkable  program.  Advertisers,  ad- 
vertising agencies,  and  the  media 
contributed  the  space  and  time. 

Your  company  can  play  a  role.  If  you 
believe  in  supporting  public  service 
efforts  to  help  meet  the  challenges 
which  face  our  nation  today,  then  your 
company  can  do  as  many  hundreds  of 
others— large  and  small— have  done. 
You  can  make  a  tax-deductible  con- 
tribution to  the  Advertising  Council. 

At  the  very  least  you  can,  quite  easily, 
find  out  more  about  how  the  Council 
works  and  what  it  does.  Simply  write  to: 
Robert  P.  Keim,  President,  The  Adver- 
tising Council,  Inc.,  825  Third  Avenue, 
New  York,  New  York  10022. 


fp\9 1  A  Public  Service  of  This  Magazine 
Coinal  &  The  Advertising  Council. 

The  cost  of  preparation  of  this  advertisement 
was  paid  for  by  the  American  Business  Press, 
the  association  of  specialized  business  publi- 
cations. This  space  was  donated  by  this 
magazine. 


By  Ashby  Bladen 


The  American  people  are  now  bor- 
rowing and  spending  at  least  as  en- 
thusiastically as  they  did  in  the  oth- 
er post-crunch  recoveries  since 
1966,  and  they  are  saving  less.  Ap- 
parently, those  three  earlier  exper- 
iences have  not  left  them  fearful 
that  another  crunch,  with  its  atten- 
dant unemployment  and  bankrupt- 
cies, will  follow  in  due  course.  And 
this  time  they  may  be  right. 

Disinflation — that  is,  inflation 
fading  quietly  and  peacefully 
away — clearly  is  not  in  the  cards. 
Inflation  is  caused  by  an  excessive 
rate  of  debt  formation  that  also 
causes  a  rising,  and  eventually  ex- 
cessive, burden  of  debt  service  pay- 
ments on  incomes.  The  apparent 
price  stability  that  we  now  enjoy  is 
the  algebraic  result  of  our  inflation- 
ary domestic  policies  on  the  one 
hand  and,  on  the  other  hand,  of  ne- 
cessitous sales  at  cut-rate  prices  by 
overextended  borrowers. 

For  example,  last  year  the  Produc- 
er Price  Index  rose  only  0.7%.  Was 
that  price  stability?  Well,  gasoline 
prices  fell  10%  (at  wholesale)  and 
heating  oil  fell  nearly  16%.  We  are 
profiting  from  the  misfortunes  of 
countries  like  Mexico  and  Nigeria, 
whose  politicians  borrowed  heavily 
for  development  and  grandiose  na- 
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tional  prestige  projects  because  they 
thought  the  price  of  oil  could  only 
go  up.  American  price  indexes  are 
likely  to  remain  flat  as  long  as  the 
peso  and  the  naira  go  down. 

Meanwhile,  President  Reagan  has 
decided  there  will  not  be  a  tax  in- 
crease, contingent  or  otherwise,  in 
the  fiscal  1985  budget.  Chairman 
Volcker  has  said  the  Fed  will  not  try 
to  keep  interest  rates  down  if  a  clash 
between  the  government's  borrow- 
ing requirements  and  private  credit 
demands  forces  them  up.  Under  the 
circumstances,  that  is  like  King 
Canute's  graciously  consenting  not 
to  stand  against  the  tide. 

Reagan's  basic  insight  is  clearly 
right.  Our  fundamental  problem  is 
too  much  government.  We  cannot 
expect  to  have  a  smoothly  function- 
ing economy  or  financial  system  as 
long  as  the  government  tries  to 
spend  more  than  productive  people 
are  willing  to  pay  in  taxes.  The  cuts 
that  have  been  made  during  this 
Administration  have  helped  to  re- 
store incentives,  but  the  continuing 
health  of  the  subterranean  economy 
indicates  that  those  cuts  haven't 
gone  far  enough. 

However,  cutting  government 
spending  is  very  difficult.  In  spite  of 
the  findings  of  the  Grace  Commis- 
sion, the  government  does  relative- 
ly little  that  is  totally  useless.  Even 
the  programs  that  you  and  I  might 
consider  useless  have  a  constituen- 
cy of  employees  and  suppliers  to 
whom  they  are  very  important. 

Waste,  fraud  and  stupidity 
should,  of  course,  be  eliminated 
wherever  they  are  found,  but  there 
is  little  hope  of  making  further  mul- 
tibillion-dollar  cuts  without  seri- 
ously tackling  transfer  payments 
and  military  spending.  They  are  par- 
ticularly difficult  to  cut  because  at 
least  some  of  the  demands  in  both 
areas  are  presented  as  practical  or 
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moral  imperatives.  How  can  we  re- 
fuse the  military  a  weapon  that  its 
experts  say  is  essential  to  our  de- 
fense? How  can  we  tell  deserving 
senior  citizens,  let  alone  children 
with  most  of  their  productive  years 
ahead  of  them,  that  they  cannot 
have  a  life-preserving  operation  be- 
cause it  is  too  expensive? 

As  individuals  and  family  mem- 
bers we  accept  that  we  cannot,  in 
fact,  do  everything  that  we  would  do 
if  we  had  unlimited  resources.  How- 
ever, for  nearly  50  years  we  have 
implicitly  assumed  that  the  country 
as  a  whole  has  infinite  resources  at 
the  government's  command.  Of 
course,  that  was  never  true,  and 
when  the  government  tried  to  com- 
mand more  resources  than  the  peo- 
ple were  willing  to  give  up,  the  in- 
evitable result  was  inflation. 

This  time  we  can  get  away  with  it 
as  long  as  overindebted  countries, 
like  Mexico  and  Nigeria,  have  to 
squeeze  their  own  people  in  order  to 
sell  their  products  at  bargain  prices. 
But  even  if  their  people  don't  rebel, 
the  peso  and  the  naira  aren't  likely 
to  go  down  forever.  Certainly  the 
mark,  the  yen  and  the  pound  won't. 
When  they  recover  against  the  dol- 
lar, so  will  American  inflation. 

By  1979  it  had  become  clear  that 
politically  the  best  opportunity  we 
were  likely  to  have  for  breaking  the 
inflation  by  deliberate  policy  would 
be  the  first  two  years  of  the  next 
Administration.  I  wrote  a  little 
book  urging  the  authorities  to  stay 
the  course  in  spite  of  the  financial 
crisis  it  would  cause  during  the  next 
couple  of  years.  But  they  lost  their 
nerve  when  they  realized  that  the 
crisis  would  be  international  as  well 
as  domestic. 

The  next  halfway  decent  chance 
will  come  when  the  maturing  of  the 
current  expansion  causes  prices  to 
jump,  probably  in  1985.  But  another 
crunch  then  would  mean  that  inef- 
fective stop-go  policies  had  pro- 
duced successive  new  peaks,  first  in 
inflation  and  then  in  interest  rates, 
for  20  years.  By  then  we  are  likely  to 
agree  with  the  British  Labor  Party 
that  the  cure  for  inflation  is  worse 
than  the  disease.  Finally,  by  1 985  the 
secular  bear  market  in  bonds  that 
began  in  1 946  will  be  nearly  40  years 
old.  Since  the  1983  rally  failed  to 
take  bond  yields  down  even  to  their 
1974  peaks,  it  looks  like  a  healthy 
and  robust  middle  age  to  me.  ■ 


ALL  SECTOR 
FUNDS  WERE 
NOT  CREATED 
EQUAL. 

OURS  IS 
NO-LOAD. 


Financial  Group  Portfolios,  Inc.  is  \ 
America's  No-Load  Sector  Fund.  No  1 
sales  charges,  no  redemption  fees,  no  ' 
exchange  fees.  Six  No-Load  Portfolios 
—ENERGY,  GOLD,  HEALTH  SCIENCES, 
LEISURE,  PACIFIC  BASIN,  TECHNOLOGY. 
Now  you  can  concentrate  on  those  invest- 
ment areas  that  appeal  to  you  most.  Minimum 
initial  investment'of  $1,000  per  Portfolio, 
$100  subsequent. 


Please  rush  me  a  free  prospectus  with  further  information, 
including  management  fee  charges  and  expenses.  I'll  read 
that  information  carefully  before  I  invest  or  send  money. 


Name . 


Address . 


Phone . 


City/State/Zip . 

§1983 


GF002134 


FINANCIAL 

GROUP  PORTFOLIOS 
INC. 

P.O.  Box  2040,  Denver,  CO  80201 

V80O  525*8085 

In  continental  U.S. 
1-800-332-9145  in  Colorado  or 
779-1233  in  Denver. 


How  to 
hedge 
your  IRA 


Many  people  think  that  an  Individual 
Retirement  Account  must  be  kept  in 
one  plan  or  fund.  Not  so.  The  govern- 
ment gives  you  a  lot  of  flexibility  in  order 
to  help  you  assure  a  good,  balanced 
approach  to  your  future.  We  offer  five 
different  mutual  funds — each 
with  a  slighdy  different  invest- 
ment objective — for  your  retire- 
ment program.  You  can  be  in 
•  one  or  more  than  one.  It's 

%  W%  7£3tCl" HYl T *  UP  t0  vou.  Please  ask  for 
JLllVWOLlllWllL*  more  details. 

Want  to  know  more?  For  more  complete  information  about  our  five  funds 
(Growth  Investors,  Select  Investors,  Ultra  Investors,  Vista  Investors,  and  U.S.  Gov- 
ernments) write  or  call  for  a  free  prospectus.  Please  read  the  prospectus  carefully 
before  investing. 

Mutual  Funds  for  IRA,  Keogh,  and  403B  Accounts 

Please  send  a  free  prospectus  to: 

Name  


Address  . 

City  

State   


Zip  . 


1NVE  STORS 


P.O.  Box  200,  Kansas  City,  Missouri  64141  -(816)  531-5575 
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BUSINESS  OPPORTUNITIES         BUSINESS  OPPORTUNITIES         BUSINESS  OPPORTUNITIES         BUSINESS  OPPORTUNITIES 


LOOKING  FOR  NEW  BUSINESS  OPPORTUNITIES? 

General  Electric  Company's  1984  edition  of  the  New  Product/New  Business 
Digest  describes  500*  products  and  processes  that  are  currently  available  lor 
licensing  or  acquisition  to  use  or  manufacture  and  market  yourself. 

You  can  learn  of  and  profit  from  the  product  development  expertise  of  some  of 
the  world's  major  companies  (Including  GE)  as  well  as  leading  universities,  RAD 
firms,  government  agencies,  and  Individual  Inventors. 

You  will  learn  of  Items  large  and  small;  new  Inventions,  product  spinoffs,  fully 
developed,  tooled-up  products,  etc.  with  the  key  contact's  complete  address  given 
for  your  direct  follow-up.  You  may  find  the  one  product  you  need  to  start  a  new 
business  or  add  to  your  product  line. 

The  Illustrated,  8';  x  11  inch,  14th  annual  edition  contains  over  70  pages  and 
costs  $66  00/copy  ($81  00/overseas)  All  USA  orders  must  Include  state  and  local 
sales  tax  Prepaid  orders  only.  (GE  maintains  a  business  location  In  all  50  states ) 

General  Electric  Company  •  Technical  Publications  Operation 
120  Erie  Boulevard,  Room  301  •  Schenectady.  NY  12305  USA 

GENERAL®  ELECTRIC 


USA 


REAL  ESTATE 


NAPLES,  FLORIDA 

Southwest  Gulf  Coast 
Prime  properties  tor  your  consideration — 
Meridian ,  a  luxury  Gult  front  3  Br  condo  with  wrap 
around  balcony  and  panoramic  view,  tennis,  pool, 
and  walk  out  to  the  white  sands  ot  the  beach 
Chesapeake  Point,  a  boater's  Delight!  On  Naples 
Bay.  sailors  will  love  the  convenience  of  the  boat 
docks  just  outside  of  their  3  Br  or  2  Br  condo  The 
view  is  that  of  wide  waterway  Pool  and  covered 
parking  lor  each  condo  From  $185,000  00 


mm    ||  / 


5000  BUSINESSES 
FROM  COAST 
TO  COAST 

No  Brokerage  Commission 
nguiries  &  listings  welcome 
BUSINESS  OWNERS 
MULTIPLE  LISTING  SERVICE 
Toll  Free  800-327  9630 
in  Flo  call  305  462  2524 


Esplande,  an  award  winning  elegant  beach  tront 
condo  building  Lovely  amenities  in  decor  and 
condo  pool,  exercise  room,  party  room,  tennis 
and  sugar  sand  beach. 

For  these  and  other  prime  properties  from: 
$175,000 

DOROTHY  FORREST 

Broker-Salesman 
Box  10    COLDWELL  BANKER 
McFADDEN  &  SPR0WLS  INC.  REALTORS 

4700  Tamiami  Trail  N  ,  Naples.  Florida  33940 
An  Independently  Owned  and  Operated  Member 
ot  Coldwell  Banker  Residential  Affiliates.  Inc 


BUSINESS  OPPORTUNITIES 

Profitable,  established  businesses  located  west 
of  the  Mississippi  lor  sale  by  owners.  Many 
owner  financed  All  price  ranges  available  Over 
500  to  choose  from.  Call  collect 

AFFILIATED 
BUSINESS  CONSULTANTS 

Box  6339,  Dept.  F.  Co.  Spgs  .  CO  80934 
(303)  630-8188.  Ext.  14 


FREE  CATALOG 

Big  Free  SPRING  Catalog  describes 
and  pictures  farms,  ranches,  acreages,  rec- 
reational properties,  businesses,  town  and 
country  homes  in  46  states  coast  to  coast' 
Please  specify  type  and  location  preferred. 

UNITED  FARM  AGENCY 

612-Y  W.  47th  Street 
Kansas  City.  MO.  64112 


MISCELLANEOUS  FOR  SALE 


GENUINE  GEMSTONES  AND 
JEWELRY 

Free  wholesale  catalog. 
Satisfaction  guaranteed! 
Member  Jewelers  Board  ot  Trade 
Chamber  of  Commerce 
HOUSE  OF  ONYX 
No.  1  MAIN  ST 
GREENVILLE.  KENTUCKY  42345 
TOLL  FREE  SERVICE  1-800-626-8352 


COURSES/SEMINARS 
TRAINING  PROGRAMS 


LAW  STUDY  THROUGH 
CORRESPONDENCE 

Registered  Law  School 
Qualify  for  California  Bar  Exam 
Phone  Toll  Free  800-423-4530 
Ca.  residents  phone  800-362-7052 
213-795-5558 
SOUTHLAND  UNIVERSITY 
Dept  2IB        35  N  Craig  Ave. 
Pasadena.  CA  91107 


RACQUETHAUSE 

Racquetball  Fitness  Center  with  Aerobics  &  Nautilus 


Completely  Custom  Designed 

•  $500  Initial  Investment 

•  Loan  Assistance 

•  Managerial  Guidance 

•  Market  Feasibility 
Study  of  Location 

•  Operational  and 
Training  Manuals 

•  Video  Tape  Training 

•  No  Franchise  Fees  or  Royalties 

•  Excellent  Tax  Benefits 


EARNS  YEARLY  PROFITS 
UP  TO  $250,000.00 


Module  Mobile,  Inc. 


Suite  210  Tower  Place 
3340  Peachtree  Rd  N.E. 


Atlanta,  Ga  30326 
Phone  (404)  237-5221 


HOW  TO  ADVERTISE  IN 

FORBES  CLASSIFIED 


REGULAR  CLASSIFIED  LISTINGS:  All  listings  are  accepted 
at  the  discretion  of  the  Publisher.  Line  rate  is  $34.35.  Minimum 
size  ad  is  one  inch  (14  agate  lines)  costing  $481.00.  FORBES 
will  typeset  without  charge. 


DISPLAY  CLASSIFIED  ADVERTISING:  Line  rate  is  $33.75 
Minimum  size  for  display  of  two  inches  (28  agate  lines)  costing 
$945.00.  Must  be  submitted  as  film  negative  or  camera-ready 
mechanical  to  size.  For  specific  requirements  send  for  order 
form. 

Box  numbers  provided  on  request.  There  is  no  charge  for 
mailing  service  on  blind  ads. 


FORBES  CLASSIFIED  is  published  in  the  first  issue  of  each 
month.  Advertising  closing  date  is  one  month  preceding  date  of 
issue. 

Frequency  discounts  available.  Payment  must  accompany 
order  unless  from  accredited  agency. 


FOR  ADDITIONAL  INFORMATION  WRITE  OR  CALL: 

LINDA  LOREN 
FORBES  CLASSIFIED 

60  FIFTH  AVENUE  /  NEW  YORK,  NY  10011 
(212)  620-2440 


FAST  FACTS 
ABOUT  FORBES 
SUBSCRIBERS: 


★  200,048  serve  on 
their  companies' 
board  of  directors 


★  260,140  serve  on 
boards  of  one  or 
more  companies 


★  683,200  own 
securities.  Average 
value:  $615,240 


★  Total  paid  circula- 
tion: 715,000 


★  329,000  are  in  top 
management  positions 


★  Average  household 
income:  $124,060 


★  Average  Net  worth: 
$915,313 


Forbes 
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CORPORATE  ITEMS 

CORPORATE  ITEMS                      EXECUTIVE  GIFTS 

EXECUTIVE  GIFTS 

Mampien  3ia£i,  £td. 


I  HE  EXECUTIVE  COLLECTION 

Hampton  Hall  Ltd.,  the  leading  manufacturer  of  corporate  neckware,  vmII 
design  a  handsome  tie  and  scarf  for  your  company,  or  school.  Add  to  this  a  leather 
bound  wallet  and  a  belt  of  the  same  motif  and  you  have  the  Hampton  Hall 
executive  collection.  Custom  designed  tote  bags  and  hats  are  also  available.  For 
additional  information  and  brochure,  please  call  or  write:  (min.  order  150  units) 
HAMPTON  HALL  LTD  ,  220  5th  Ave.,  Suite  903-04,  N.Y.,  N  Y.  10001    (212)  685-2440 

Dept.  FB-2 


MEMBERSHIP 


TRAVEL 


WE  WON'T  INSULT  YOUR 
INTELLIGENCE.  WE'LL 
WELCOME  IT! 

Leam  more  about  Mensa.  the  in- 
ternational high  I.Q.  society.  For  a 
practice  intelligence  test  you  can 
take  in  the  privacy  of  your  home, 
send  $8  to : 

Mensa,  Dept.  F8, 
1701  West  3rd  Street, 
Brooklyn,  NY  11223. 
If  you  have  already  scored  at  or 
above  the  98th  percentile  on  a  stan- 
dard I.Q.  test,  you  may  qualify  for 
Mensa  without  additional  testing. 
Write  for  free  brochure. 


Hideaways  Guide 


World  wide  listings  of  private 
vacation  homeslcondos  lor  rent 
exchange  &  sale.  Also 
yacht  charters  and 
country  Inns. 
^Photos,  descriptions,  and 
^contact  Free  brochure. 
1-800-843-4433 
POB  1459  F  •  Concord  •  MA  01742 


FORBES  BINDERS 


SLIP  CASES 
OR  BINDERS 


Cruise  beautiful  French  canals 
on  hotelboat1  Superb  French 
cuisine.  Relax  on  sundeck  or 
cycle  alongside  while  floating 
through  Burgundy.  Visit  pictur- 
esque villages  and  chateaus.  In- 
dividuals or  charter  group  (rnax- 
imum-12).  Paris  pickup.  HORI- 
ZON, 215  N.  75th.  Belleville,  IL 
62223,  800-851-3448 Hemphill/ 
Harris  Travel.  General  Sales  Agent 


In  red  and  gold 
leatherette. 

Slipcase:  $5.95; 
three  for  $17 

Binders:  $7.50; 
three  for  $21.75 


Send  check  with  your  name  and 
address  to: 
JESSE  JONES  BOX  CORP. 
Dept.  FB,  P.O.  Box  5120 
Philadelphia,  PA  19141 


CHINA  CULTURAL  TOURS 

Smail  groups  accompanied  by  expert 
directors.  Itineraries  to  Chinese  Cen- 
tral Asia,  Tibet.  Inner  Mongolia, 
Manchuria  Cruise  on  Yangtze  River 
and  the  Grand  Canal,  Great  train 
journeys.  Also  independent  travel. 
TILLER  INTERNATIONAL 
209  Post  St  .Ste.  1015, 
San  Francisco.  CA  94108 
(415)  397-1966  \'£ 


Fine  Cotton  Classics! 


Nothing  feels  as  well  or 
wears  as  well  as  100% 
pure  cotton.  And  now 
there's  a  full-color  fash- 
ion catalogue  dedicated 
to  just  that!  Featuring 
the  finest  spun  Pima  and 
mercerized  cotton  fabrics 
in  classic  and  casual  wear 
for  men  and  women, 
along  with  contempo- 
rary home  furnishings. 
Every  item  is  absorbent, 
breathable,  completely 
washable,  color-fast, 
and  unconditionally 
guaranteed! 


Please  send  me  The  Cotton  Company  Spring-Summer 
1984  Catalogue.  Enclosed  is  $2  to  cover  mailing  costs 
(refundable  with  first  order). 


ame. 


N 

Address. 
City  


.State. 


.Zip. 


Mail  to:  The  Cotton  Company 

P.O.  Box  631,  1800  S.  WatkinsSt.,  Dept.  144-2 
Chattanooga,  Tennessee  37401-9990 


WATCHES 

Quality  Swiss  Made  Replicas 
Famous  Makes. 
Satisfaction  Guaranteed. 
1-800-327-6330. 

In  Ha. 
1-800-432-4351. 


EXECUTIVE  SERVICES 

3  t,eS  ,0.         CO  *»  Mooted 


Plains  Indian  Art  fir  Artifacts. 

Free  Catalog  shows  painted  shit  Ids  mounted  trophy  buflalo 
skulls  war  arrows  peace  pipes  chokers  breast  plates  war 
clubs  tomahawks  lances  horse  dance  sticks  star  quilts  and 
more  Exclusive  source  Mancj  made  with  traditional  toob  and 
authentic  materials  Many  have  interesting  stories  to  tell  from 
Cheyenne  Siou*  and  Blackfoot  heritage  Collector  s  items 
unique  gifts  and  stunning  decorations 


PRAIRIE  EDGE  P.O.  Bo«  8305  Department  I 

Rapid  City  South  Dakota  57701  Area  Code  (605|  Ml  5620 
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ONE  OUT  OF  EVERY  5  FORBES 
SUBSCRIBERS  IS  A  MILLIONAIRE 


Forbes /Index 


Index  of  companies  covered  in  news  stories  and  by  the  columnists 

in  this  issue.  Each  reference  is  to  the  first  page  of  the  story  in  which  the  company  name  appears. 


Action  Industries   96 

Advanced  Semiconductor  Materials 

International  N.V  (Netherlands]   158 

A  me  race    178 

American  Broadcasting   41 

American  Express    156 

American  Telephone  &  Telegraph          6,  14,  140,  160 

Americus  Shareowner  Service    160 

Amoco    44 

Angelica   101 

Anheuser-Busch    79,  102 

Apple  Computer   39,  184 

Applied  Materials   160 

Arthur  Andersen  &  Co    166 

Atlantic  Richfield   44 

Barclays  Merchant  Bank  (U.K.)    158 

Bayensche  Motorcn  Werke,  AG  (W.  Germany)    84 

Bristol-Myers   76 

British  Leyland  (U.K.)    84 

British  Petroleum  (U.K.)    158 

British  Telecom  (U.K.)    158 

Burlington  Northern    156 

Cadbury  Schweppes    71 

Campbell  Soup    62 

Carlmg  O'Keefe  Ltd  |Canada)   79 

Castle  &  Cooke   178 

Cessna  Aircraft   50 

Chart  House    124 

Chloride  Group  [U.K.)   158 

Chrysler    24,  82 

Church's  Fried  Chicken   90 

Cincinnati  Milacron    186 

Citicorp   10 

Coachmen  Industries    66 

Coca-Cola    71 

Coca-Cola  Bottling  Co  of  New  York    71 

Conair   76,  128 

A.  Copeland  Enterprises    90 

Curtiss- Wright    178 

Cushman  &  Wakefield    56 

Daimler-Benz  (W  Germany)    84 

Digital  Electronic    39 

Digital  Equipment   172 

Domino's  Pizza    124 

Dow  (ones  &  Co    56 

Dr  Pepper   178 

Du  Pont    71 

Electrolux  AB  (Swedenl    114 

ESPN    41 

Evelyn  Wood  Reading  Dynamics   149 

Faberge   76 


Fiat  (Italy)    84 

First  American  Bank  &  Trust    14 

Fleetwood  Enterprises   66 

Ford  Motor  „   6,  82,  84 

Full  Photo  Film  llapan)    146 

Gas  Service    168 

Gates   50 

Gates  Learjet    50 

General  Electric    23,  39,  186 

General  Mills    92 

General  Motors    6,  82,  84,  166,  186 

Getty  Oil    41,  156,  164 

Government  Development  Bank  (Puerto  Rico)    16 

GTS  96 

Gulfstream  Aerospace    50 

Hanna-Barbera   42 

Hearst    156 

Heublein   90 

Hitachi  llapan)    1 14 

Honda  ||apan|    82 

Honeywell    140 

Huhtamaki  (Finland)   1 12 

Human  Engineered  Software   96 

ICL  |U.K.|   158 

International  Business 

Machines   39,  163,  164,  166,  186 

Isuzu  (lapan)    82 

K  Mart  96 

Kansas  Power  &.  Light    168 

Kemper    56 

Key  Independent  System  (France  )    6,  14ft 

Kidder,  Peabody   16,  178 

KRAS    160 

Kulicke  c<  Soffa  Industries    160 

|ohn  Labatt  Ltd  (Canada)    79 

Kenneth  D  Laub  &  Co   56 

Lehman  Brothers  Kuhn  Loeb    123 

Eli  Lilly  &  Co  62 

Lorimar  Productions    102 

Lotus  Performance  Cars,  L  P   20 

Marsh  &.  McLennan   56 

Matsushita  (lapan)   114 

McDermott   72 

MCI  Communications   172 

Mercury  Communications    158 

Merrill  Lynch    16,  123 

Merry-Go-Round   92 

Missouri  Public  Service    168 

Mitsubishi  (lapan)    114 

Mobil    24,  44 

Molson  Companies  Ltd  (Canada)    79 


Nabisco  Brands   62 

National  Union  Electric    114 

Nestle  S  A  (Switzerland!   62,  112 

New  Jersey  Resources   8 

Nike    102 

Nissan  ||apan|    82 

Nontsu  (lapan)    146 

NUI    8 

Olympia  &  York    56 

Parker-Hannifin    184 

PepsiCo   71 

Peugeot (Francel    84 

Philadelphia  Contributionship   156 

Philip  Morris    74,  79 

Pillsbury   62 

Pizza  Hut    124 

Quaker  Oats    62 

Raytheon    50 

RCA    39 

Renault  (Francel    84 

R.J,  Reynolds  Industries   74,  166 

Rothmans  of  Pall  Mall  Canada    79 

Royal  Crown  Cola    71,  178 

Salomon  Brothers    123,  181 

Scientific  American    156 

loseph  E  Seagram  &  Sons  (Canada)    71 

Sears,  Roebuck    96 

Sharp  (lapan)    1 14 

Shell  Oil   166 

Signal  Cos    184 

Sony  (|apan|    1 14 

Southland    44 

Suzuki  llapan)    82 

Tenneco    44 

Texaco    41,  44,  156,  178 

Texas  Instruments    166,  172 

Time  Inc    156 

Tootsie  Roll  Industries    112 

Toyota  (lapan)   82 

United  Technologies   23 

Volkswagenwerke  AG  |W.  Germany)    84 

Volvo  AB  (Sweden)   84 

Warner  Communications    172 

WD-40   24 

Western  Airlines    10 

Westinghouse  Electric    186 

Wilkes  Group    20 

Windmerc    76 

Winnebago  Industries    66 

Xerox  :   39 

Zenith   ,   114 


Do  you  know  anybody 
who  is  somebody  in  business 
who  does  not  read 
Forbes  Magazine? 

Forbes: 
Capitalistlbol 
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Flashbacks 


"The  more  things  change. . .  ." 
Items  from  past  issues  of  Forbes 

Sixty  years  ago  in  Forbes 

(From  the  issue  of  February  16,  1924) 

"Confidence  in  the  outlook  for  busi- 
ness which  developed  in  the  last  two 
months  of  1923  has  been  strengthened 
by  the  trend  of  events  since  then,  re- 
marks the  review  of  January  business 
of  the  National  City  Bank.  'In  mid- 
summer there  were  widespread  mis- 
givings that  the  state  of  industrial  ac- 
tivity would  not  last  through  the  year, 
but  as  the  fall  season  passed  it  became 
evident  that  business  was  well  sus- 
tained and  possessed  of  staying  power 
able  to  carry  it  very  much  further.'  " 

"England's  sphere  of  influence,  it  will 
be  recalled,  was  in  the  south  of  Persia. 
[William  K.]  D'Arcy  and  his  asso- 
ciates obtained  in  May  1901,  from  the 
Shah  of  Persia,  oil  concessions  of  an 
exclusive  monopoly  character  cover- 


"In  building  his  palace  Nebuchadnezzar 
used  bricks  burned  by  means  of  fires  fed 
with  asphalt,  and  the  completed  bricks 
were  laid  in  asphalt,  exactly  as  his  prede- 
cessors had  done  for  2,000  years. " 

ing  all  Persia  but  the  five  northern 
provinces  for  60  years.  Later,  when 
Persia's  new  constitution  was  formed 
in  1906,  grants  of  concessions  had  to 
be  subject  to  ratification  of  the  Per- 
sian parliament;  but  no  one  has  ever 
called  in  question  the  legality  of 
D'Arcy's  first  concession  from  the 
shah  covering  more  than  500,000 
square  miles  for  60  years  and  barring  out 
all  other  developers." 

"January  was  an  extremely  busy 
month  for  the  New  York  Stock  Ex- 
change, there  being  more  issues  trad- 
ed and  a  much  larger  turnover  than  in 
the  same  month  of  either  last  year  or 
the  year  before.  Altogether,  total 
stock  sales  were  26.7  million  shares, 
as  compared  with  20.2  million  shares 


in  January  1923,  and  15.3  million  in 
January  1922.  January  transactions  in- 
cluded 711  separate  issues,  as  against 
662  in  January  last  year  and  535  in 
January  two  years  ago." 

Fifty  years  ago 

(February  15,  1934) 


New  1934  British  streamlined  truck 

"Faith  in  America's  future  has  been 
encouragingly  reestablished.  This  is 
proved  by: 

1.  The  enthusiastic  repatriation  of 
American  wealth  sent  out  of  the 
country  last  year. 

2.  The  generous  influx  of  foreign 
funds  for  investment  in  American 
securities. 

3.  The  better-than-gold-content  val- 
ue placed  upon  the  American  dollar 
by  the  rest  of  the  world. 

4.  The  spirited  advance  in  Ameri- 
can stocks  and  bonds. 

5.  The  freer  buying  and  upward 
trend  in  American  commodities  and 
raw  materials. 

6.  The  expansion  of  our  retail  trade. 

7.  The  increase  in  advertising  and 
other  sales  efforts." 

"The  new  sodium  vapor  lights,  which 
use  only  about  half  as  much  electric- 
ity as  present-style  lamps,  are  to  have 
a  scientific  use-test.  They  have  al- 
ready been  tried  on  the  streets  of  sev- 
eral cities.  Now  the  Port  of  New  York 
Authority  and  the  U.S.  Public  Health 
Service  have  two  groups  of  men  work- 
ing four  hours  a  day  each  in  a  com- 
parison of  their  ability  to  see  with 
sodium  vapor  and  with  tung- 
sten light." 


"In  the  list  below  we  mention  some 

[stock]  issues  which  might  fall  into  [a 

laggard]  classification.  .  .  . 

Current 

stock 

price 

American  Smelting 

46 

Auburn  Automobile 

56 

General  Foods 

36 

International  Business  Machines 

147 

National  Biscuit 

45 

Radio  Corp 

9 

Standard  Brands 

25 

United  Aircraft 

35 

Twenty-five  years  ago 

(February  15,  1959) 

"In  a  nation  that  fairly  worships  sta- 
tistics on  everything  from  television 
shows  to  baseball  players,  no  other 
single  number  is  as  vital  to  Americans 
as  that  shown  by  the  gross  national 
product.  When  President  Eisenhower 
went  before  Congress  last  month 
with  his  $77  billion  balanced  budget, 
just  about  every  recommendation  he 
made  was  predicated  on  the  Depart- 
ment of  Commerce's  expectation  that 
from  the  fourth  quarter  of  1958 
through  the  final  quarter  of  this  year 
the  GNP  will  rise  6%  to  $470  bil- 
lion— an  alltime  high." 

"New  planes  admittedly  are  expen- 
sive, especially  when  they're  Boeing 
707  jets  at  $5  million  apiece.  But  the 
airline  that  gets  them  first  is  all  but 
guaranteed  a  high  load  factor  so  long 
as  it  keeps  its  lead.  So  it  was  last 
month  that  blunt,  venturesome  Cy- 
rus Rowlett  Smith  was  wearing  a  very 
big  smile.  There  was  no  doubt  that  his 
American  Airlines  was  making  the 
biggest  new  equipment  splash  in  U.S. 
airline  history.  Almost  simultaneous- 
ly he  was  breaking  in  his  first  four 
707s  for  AA's  long  distance  coast-to- 
coast  runs  and  his  first  four  Lockheed 
Electra  turboprops  for  the  medium- 
range  New  York-Chicago,  New  York- 
Detroit  routes." 


Boeing's  new  707  dominated  the  nation's  air  lanes  in  1959 
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The  supreme  happiness  of  life 
is  the  conviction  of  being 
loved  for  yourself,  or  more 
correctly,  being  loved  in 
spite  of  yourself. 
Victor  Hugo 


There  is  only  one  kind  of 
love,  but  there  are  one 
thousand  imitations. 
La  Rochefoucauld 


Love  and  friendship 
exclude  each  other. 
Jean  de  la  Bruyere 


Marriage:  The  state  or 
condition  of  a  community 
consisting  of  a  master,  a 
mistress  and  two  slaves, 
making  in  all,  two. 
Ambrose  Bierce 


Marriage  has  many  pains,  but 
celibacy  has  no  pleasures. 
Samuel  Johnson 


Love  at  first  sight  is  easy 
to  understand.  It's  when  two 
people  have  been  looking  at 
each  other  for  years  that 
it  becomes  a  miracle. 
Sam  Levenson 


The  porcupine,  whom  one  must 
handle  gloved,  may  be  respected, 
but  never  loved. 
Arthur  Guiterman 


There  is  only  one  thing 
better  than  making  a  new 
friend,  and  that  is 
keeping  an  old  one. 
Elmer  G.  Leterman 


What  occasions  the  greater 
part  of  the  world's  quarrels? 
Simply  this:  Two  minds  meet 
and  do  not  understand  each 
other  in  time  enough  to  prevent 
any  shock  of  surprise  at  the 
conduct  of  either  party. 
John  Keats 


Thoughts 

on  the  Business  of  Life 


Make  a  better  friend 
of  every  man  with  whom 
you  come  in  contact. 
Henry  L.  Doherty 


Politeness  is  an  inexpensive 
way  of  making  friends. 
William  Feather 


I  want  no  men  around  me 
who  have  not  the  knack 
of  making  friends. 
Frank  A.  Vanderlip 


The  way  to  make  a  true  friend 
is  to  be  one.  Friendship 
implies  loyalty,  esteem, 
cordiality,  sympathy,  affection, 
readiness  to  aid,  to  help,  to 
stick,  to  fight  for,  if  need 
he.  The  real  friend  is  he 
or  she  who  can  share  all  our 
sorrows  and  double  our  Joys. 
Radiate  friendship  and  it 
will  return  sevetifold. 
B.C.  Forbes 


So  live  that  your  friends  can 
defend  you,  but  never  have  to. 
Arnold  Glasow 


Only  those  who  respect  the 
personality  of  others  can 
be  of  real  use  to  them. 
Albert  Schweitzer 


Our  most  valuable  possessions 
are  those  which  can  be  shared 
without  lessening  those  which, 
when  shared,  multiply. 
William  H.  Danforth 


The  only  service  a  friend  can 
really  render  is  to  keep  up 
your  courage  by  holding  up  to 
you  a  mirror  in  which  you  can 
see  a  noble  image  of  yourself. 
George  Bernard  Shaw 


Never  have  a  friend  that's 
poorer  than  yourself. 
Douglas  Jerrold 


More  than  3,000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  574- 
page  book  at  $13.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Ave.,  New  York,  N.Y. 
10011.  Add  appropriate  sales  tax  on  New 
York  State  orders. 


There  is  one  element  that 
is  worth  its  weight  in  gold 
and  that  is  loyalty.  It  will 
cover  a  multitude  of  weaknesses. 
Philip  Armour 


Perhaps  love  is  the  process 
of  my  leading  you  gently 
back  to  yourself. 
Antoine  de  Saint-Exupery 


A  Text . . . 

And  let  us  consider  one 
another  to  provoke  unto 
love  and  to  good  works. 
Hebrews  10:24 


Sent  in  by  Mrs.  Robert  H.  Schmitt,  Plym- 
outh, Mich.  What's  your  favorite  text?  The 

Forbes  Scrapbook  of  Thoughts  on  the  Busi- 
ness of  Life  is  presented  to  senders,  of  texts 
used. 


The  worst  solitude  is  to  be 
destitute  of  sincere  friendship. 
Francis  Bacon 


The  great  enemy  of  clear 
language  is  insincerity. 
When  there  is  a  gap  between 
one's  real  and  one's  declared 
aims,  one  turns,  as  it  were, 
instinctively  to  long  words 
and  exhausted  idioms,  like  a 
cuttlefish  squirting  out  ink. 
George  Orwell 


196 


FORBES,  FEERUARY  13,  1984 


MORGAN 
STANLEY 


Meet  our  21  new  Managing  Directors. 

They  represent  Morgan  Stanley's  commitment  to  providing 
superior  service  to  clients  and  customers.  Some  play  key  roles  in 
new  areas  such  as  commodities,  futures,  options,  tax-exempts  and 
mortgage-backed  securities.  Others  have  helped  us  expand  our 
investment  banking,  equity  and  fixed  income  sales  and  trading 
activities,  research,  and  management  information  systems. 

Simply  put,  they're  some  of  our  best  investments  in  the  future. 


Left  to  right  standing: 

Richard  A.  Smith 
Robert  A.  Metzler 
Michael  A.  Brown 
Rodney  B.  Berens 
Dennis  G.  Sherva 
Louis  J.  Carr,  Jr. 
William  B.  Cook 
David  M.  Deutsch 
Donald  P.  Brennan 
Charles  G.Phillips 
John  W.  Barr 


convertibles/international  securities 
equity  sales 
corporate  bond  trading 
equity  block  trading 
equity  research 
equity  sales/trading 
management  information  systems 
tax-exempts 

investment  banking/forest  products 
investment  banking 
investment  banking/utilities 


Scott  C.  Newquist 
Michael  C.  Brooks 
Robert  F.  Schifler 


leveraged  buyouts 

investment  banking/ technology 

mortgage -backed  securities 


Left  to  right  seated: 

Robert  B.  Allardice,  III     risk  arbitrage 
James  Berkowitz 
William  D.  Birch,  Jr. 
A.  Macdonald  Caputo 
Robert  A.  Gerard 
Eric  J.  Gleacher 
Robert  B.  Feduniak 


OTC  trading 

international  fixed  income 
individual  investor  services 
tax-exempts 

mergers  and  acquisitions 
commodities  and  futures 


Whatever 

happened 
to  Jane? 


Who  wouldVe  thought  a  typewriter  could  improve 

Jane's  image?  Or  keep  her  calm  in  the  face  of  last 

minute  revisions?  Or  make  her  work  so  efficiently  she 

almost  never  had  to  stay  late? 

When  that  typewriter  is  the  Xerox  Memorywriter, 

it's  really  not  hard  to  understand. 

When  you  have  a  typewriter  that  lets  you  make 

revisions  witjiout  having  to  retype  the  entire  letter- 
When  you  can  make  all  your  corrections  in  a 

display  so  that  no  mistake  ever  reaches  the  page— 
When  you  can  store  and  print  out  phrases, 

whole  letters,  even  multi-part  forms  at  the  touch  of 

a  button— 

When  you  can  remember  hundreds  of  letters  and 
documents  word  for  word— 

When  you  can  print  out  faster,  get  your  work  done 
more  easily  and  make  fewer  errors— 


When  you  can  turn  out  better  work  than  almost 
anybody  in  the  office— 
You  change,  you  change. 

(If  you'd  like  to  change  like  Jane,  call  1-800-833-2323, 
extension  74,  your  local  Xerox  office,  or  mail  in  the 
coupon  below.) 

Xerox  Corp.,  Box  24,  Rochester,  NY  14692. 

□  Please  have  a  sales  representative  contact  me. 

□  I'd  like  to  see  a  Memorywriter  demonstration. 

□  Please  send  me  more  information. 


Name_ 


.Title- 


Company. 
Address_ 


State. 

74 


Zip. 


.City. 


Phone. 


XEROX®  isa  trademark  of  XEROX  CORPORATION. 


Visa.  MasterCard.  American  Express  cards  accepted. 


XEROX 


JANE'S  BOSS 

She  doesn't  mind  typing 
my  revisions  anymore. 


JANE'S  OFFICE  MANAGER 

She's  become  the  fastest 
worker  in  the  office. 


JANE'S  MAILBOY 

She  sure  looks  happier. 
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110  Cover  Story:  How  did 
George  Deukmejian  hap- 
pen in  the  land  of  hot  tubs 
and  blue  hair? 


 ju&S^   m 
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30  Cuba:  ffje  Soviets  get 
their  $4  billion  worth,  the 
Cubans  get  the  shaft 


48  Marshfield,  Wis  . 
where  the  clinic  is 


'Wat's 


The  editorial  index  of 
companies  referred  to  in 
this  issue  is  on  page  206. 


30  Cuba: 

Fidel's  Faded  Glory 

Cuba  has  gone  from  one  of  the  rich  to  one  of 
the  poor.  Notes  from  a  recent  traveler. 

34  Agriculture: 

"Reduce  Price  Supports" 

A  farmer  said  that,  not  a  businessman. 

36  Monetary  Reform: 

Why  Doesn't  Somebody  Do  Something? 

What's  the  "supersnake"?  It  could  help  check 
the  seemingly  inexorable  rise  of  the  dollar. 

46  Amsterdam: 

The  Crime  Capital  Of  Europe? 

"It's  paradise,"  says  heroin  dealer  Eddy  Braaf. 

48  Cities: 

Marshfield,  Wis. 

Its  citizens  don't  have  to  read  about  the 
burgeoning  service  economy.  They  live  it. 

58  Companies: 

McCormick  &  Co. 

The  premier  U.S.  spice  company  is  making  a 
lot  of  money  in  real  estate.  Trouble  is,  nobody 
seems  to  know  it. 

60  Companies: 
Bearings,  Inc. 

Things  have  happened  fast  since  "the  boss" 
stepped  aside. 

64  Companies: 

Sunrise  Savings  &  Loan  Association 

Rob  Jacoby  has  a  Jaguar  and  a  yacht,  but  he 
wants  more. 

65  Companies: 
Pro-Med  Capital,  Inc. 

When  will  the  competition  catch  on? 

73  On  The  Docket: 

Stockholders'  Surprise 

But  Dow  Jones'  ruling  family  likes  it  just  fine. 

76  Taxing  Matters: 

Some  Call  It  Trafficking 

So  those  who  do  it  don't  want  to  admit  it. 

81  Companies: 

Marline  Oil  Corp. 

Louis  Marx  Jr.  and  Stanley  Rawn  Jr.  say  it's 
another  Pan  Ocean  Oil.  Is  it? 


84  Companies: 
Air  1 

It  gets  raves  from  the  passengers  and  the 
market.  Making  money  is  a  little  harder. 

89  Companies: 
Diasonics  Inc. 

Even  dealing  with  living  legends  you  can  get 
stuck  on  a  new  issue. 

92  Companies: 
Tyler  Corp. 

The  teacher  failed,  but  the  student  didn't. 

94  The  Up  &  Comers: 
Crain  Communications: 

Gertrude  Crain  and  her  two  sons  run  a  colle- 
gium, with  no  single  Crain  unarguably  in 
charge.  So  how  come  it  runs  so  well?  Also: 
LyphoMed;  North  Fork  Bank  &.  Trust  Co. 

104  Companies: 
Jaguar  Cars  Ltd. 

John  Egan  rescued  the  jewel  of  Britain's  auto 
industry.  So  the  government  wants  to  take  it 
away  from  him. 

109  Great  Britain: 

Margaret  Thatcher's  Proposition  13 

The  Iron  Lady  is  getting  flak  from  her  own 
party  on  this  one. 


110  Cover  Story: 

A  Boy  Scout  In  Lotusland 

California  needs  no  introduction  as  a  spring- 
board for  national  politicians.  Keep  an  eye  on 
its  new  governor,  George  Deukmejian. 

121  Numbers  Game: 

Keeping  Track  Of  Every  Nickel 

Sure,  it's  possible.  But  can  you  afford  it? 

124  Streetwalker: 

National  Intergroup 

Without  steel,  what  would  it  be  like?  Also: 
Holly  Corp;  Rock  Island;  Royal  Dutch/Shell; 
Fingerhut. 

129  Companies: 

Diamond  Crystal  Salt  Co. 

When  an  oil  rig  punched  a  hole  in  a  Louisiana 
lake  bed,  it  presented  Diamond  with  a  nice 
little  problem. 

132  Investments: 
Ray  Dirks  Redux 

"Ray  is  just  in  the  right  place  at  the  right 
time,"  says  one  broker.  Right  for  Ray,  that  is. 
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76  Taxing  Matters:  Tlx  IRS 
intensifies  the  war. 


96  The  Up  &  Comers:  They 
hired  John  Kapoor  to  un- 
load LyphoMed,  so  he  un- 
loaded it  on  himself 


149  Pacemakers:  "The 
money  fei'er  in  this!  You 
have  to  see  it  to  believe  it!" 


190  Ihe  Money  Men:  Why 
is  the  deficit  "almost  posi- 
tive/or the  recovery"!' 


149  Health  Care: 

Tick  . . .  Tick  . . .  Tick  . . . 

How  come  pacemakers  cost  so  much?  Be- 
cause of  Medicare,  of  course.  But  the  big 
question  is  where  the  money  is  going. 

154  Companies: 

Producers  Sales  Organization 

Hey,  it  could  be  a  movie — actor  turns  busi- 
nessman, knocks  major  studios  on  their  ears. 


158  Technology: 

The  Technology  Of  Illusion 

Computers  have  made  flight  simulators  so 
hellishly  realistic  that  pilots  emerge  from 
sessions  dripping  with  sweat.  Also:  Opting 
out  of  the  ARMs  race. 


166  Personal  Affairs: 

"The  Purest  Of  Human  Pleasures" 

That's  what  Francis  Bacon  said  about  garden- 
ing. With  today's  new  prefabricated  green- 
houses, the  pleasure  is  more  accessible  than 
ever.  Also:  A  guide  to  college  guides. 


Faces  Behind  The  Figures 

176  Pierre  S.  du  Pont  IV, 

Governor  of  Delaware 

176  George  Haufler, 

Bird  Inc. 

177  H.  David  Bright, 

National  Education  Corp. 

177  Gordon  Brunton, 

International  Thomson  Organisation  Ltd. 

178  Tom  Cummings, 
Central  Ice  Cream  Co. 
178  Bobby  Brown, 
Consolidation  Coal  Co. 
180  J.  Roderick  MacArthur, 
The  Bradford  Exchange 


186  Statistical  Spotlight: 

Are  The  Drug  Stocks  On  The  Mend? 

Trouble  is,  not  everyone  sees  the  symptoms 
the  same  way. 

188  The  Funds: 

Straightlaced  Comes  Back 

As  hot-stock  funds  cool,  cool  gets  hot. 


190  The  Money  Men: 
James  von  Germeten 

"The  last  half  of  this  decade,"  he  says, 
rival  the  1960s  in  prosperity." 
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Is  Fidel  ready  to  deal? 

It  gradually  dawns  on  even  the  most  naive  of  intellectuals  that 
socialism  has  less  to  do  with  lifting  up  the  poor  than  it  has  to  do 
with  pulling  down  the  well-to-do — and,  in  the  process,  squelching 
the  individual  vitality  that  makes  life  varied  and  interesting.  Read 
Washington  Bureau  Manager  Howard  Banks'  account  of  life  in 
Cuba,  1984.  After  25  years  of  rigid  socialism,  even  Fidel  seems 
bored  and  lethargic,  Banks  reports.  His  speeches,  which  used  to  run 
four  to  six  hours,  are  currently  coming  in  at  under  two.  Could 
Fidel,  out  of  sheer  desperation,  be  ready  to  start  behaving  himself 
and  cut  a  deal  with  Washington?  See  page  30. 


The  Regan  Feldstein  furor 

Although  most  of  the  press  is 
treating  as  a  personal  feud  the 
sharp  differences  of  opinion 
about  exchange  rates  between 
Treasury  Secretary  Donald  Re- 
gan and  Council  of  Economic 
Advisers  Chairman  Martin  Feld- 
stein, there  is  a  great  deal  of  vital 
economic  substance  in  the  de- 
bate. It  is,  in  short,  too  important 
a  story  to  leave  to  gossip  colum- 
nists. Well  ahead  of  the  journal- 
istic crowd,  Forbes  first  brought 
the  debate  to  the  public's  atten- 
tion a  year  ago  in  a  cover,  "The 
dollar:  too  strong  for  our  own 
good"  (Feb.  28,  1983).  If  you  want 
to  understand  the  current  debate, 
you  can't  do  better  than  reread 
that  article.  And  in  this  issue  Forbes 
Geoffrey  Smith,  our  Special  Re- 
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ports  Editor,  updates  the  story  and  explains  why  the  already  sky- 
high  dollar  may  well  go  yet  higher.  Why  are  Feldstein  and  his 
supporters  worried?  And  why  aren't  Regan  and  his  team?  Read  "Is 
the  snake  an  answer?"  It  begins  on  page  36. 


Is  Marin  County  going  Main  Street? 

In  one  of  his  early  novels,  John  Updike  observed  that  the  crazy 
trends  that  sweep  the  country  generally  originate  on  the  Pacific 
Coast  and  move  East:  gurus,  hot  tubs,  the  laid-back  style,  Valley- 
speak.  But  California  Governor  George  Deukmejian  doesn't  fit  the 
mold.  He  is  as  different  from  Jerry  Brown  as  Main  Street  is  from 
Mann  County.  Deukmejian  is  a  throwback  to  an  older  America — 
frugal,  hardworking,  believing  deeply  in  this  country  as  a  land  of 
opportunity.  In  our  cover  story,  West  Coast  Bureau  Manager  Law- 
rence Minard  explains  what  Deukmejian  is  trying  to  do,  and  shows 
that  this  particular  California  phenemenon  is  neither  trendy  nor 
crazy — and  why  it  also  bodes  well  for  our  society  and  economy.  See 
page  1 10. 
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ROADSIDE  ASSISTANCE 


Authorized  Mercedes-Benz  dealers  throughout  the  U.  S.  hoi  e  these  special  i  >ehicles-read]  •  to  come  to  your  aid. 


Mercedes-Benz 

Roadside  Assistance: 
a  commitment 

to  roadside  service 
unprecedented 
in  the  automotive  world. 


Automotive  service  takes  an 
extraordinary  step.  Introducing 
the  first  national  program  of  on- 
the-road  assistance  ever  offered 
by  an  automobile  maker. 

Mercedes-Benz  Roadside 
Assistance:  A  national  toll-free 
hotline,  staffed  by  Mercedes- 
Benz  experts.  A  nationwide  fleet 
of  specially  equipped 
Mercedes-Benz  vehicles,  in  the 
exclusive  service  of 
Mercedes-Benz  owners. 

It  is  a  commitment  to 
Mercedes-Benz  auto- 
mobiles and  owners  far 
beyond  convention.  A  com- 
mitment to  service  at  night, 
on  weekends,  on  holidays.  A 
commitment  made  only  by 
Mercedes-Benz. 

A  SPECIAL  VEHICLE 

Should  your  Mercedes-Benz 
need  service  on  the  road 
anywhere  in  the  United 
States,  Roadside  Assistance 
stands  ready  Monday- 
Friday,  5  p.m.  to  midnight; 
Saturdays,  Sundays,  holidays 
8  a.m.  to  midnight.  One 
toll-free  800  phone  call 

©  1984  Mercedes  Benz  of  N  A  ,  Inc  ,  Montvale,  N  J 


connects  you  with  a  Mercedes- 
Benz  technical  advisor.  His  over- 
the-phone  instruction  can  often 
put  you  promptly  back  on  the 
road.  If  your  car  requires  further 
attention,  a  specially  equipped 
Mercedes-Benz  station  wagon, 
manned  by  a  skilled  technician, 
can  be  dispatched  from  a  nearby 
authorized  Mercedes-Benz  deal- 
ership. Across  the  United  States, 


hundreds  of  such  vehicles  are 
poised  for  service. 

Swift,  expert  help.  Just  a  toll- 
free  phone  call  away. 

On  highways,  back  roads,  at 
night,  in  driving  rain.  For  which 
ever  member  of  the  family  is 
behind  the  wheel.  The  phone 
number  is  affixed  to  the 
inside  of  the  glove  com- 
partment. You'll  prob- 
ably never  need  it.  But 
you'll  know  it's  always 
there.  The  800  number 
and  a  full  information  package  are 
available  from  your  participating 
authorized  dealer. 

Roadside  Assistance  works.  It 
has  been  operating  successfully 
for  over  a  year  throughout  South- 
ern California  and  the  Northeast 
(California  and  Northeast  residents, 
please  note:  There  is  a  new  national 
Roadside  Assistance  number.) 

WIDE-RANGING  COMMITMENT 

Extraordinary  though  it  is, 
Roadside  Assistance  is  but 
one  component  of  Mercedes- 
Benz  Signature  Service:  a 
range  of  programs  that  fosters 
a  personal  commitment  from 
Mercedes-Benz  dealers,  man- 
agers, advisors,  and  technicians 
to  their  customers. 

Mercedes-Benz  and  its 
authorized  dealer  network 
stand  behind  their  automobiles. 

Not  with  mere  words.  But 
with  an  ever-ready  fleet. 


Engineered  like  no  other 
car  in  the  world 


Trends 


Edited  by  John  A.  Conway 


The  future  of  energy 

Energy  prices  will  stay  high  in  the 
Eighties  but  will  not  affect  economic 
growth,  says  a  new  report  by  the  New 
York-based  Petroleum  Industry  Re- 
search Foundation.  President  John 
Lichtblau  expects  U.S.  dependence  on 
foreign  oil  to  rise  during  the  Eighties, 
but  coal  exports  will  climb,  too,  to 
about  140  million  short  tons  by  1990. 
Energy  conservation,  economically 
attractive  as  always,  will  continue,  he 
says.  With  real  oil  prices  10%  less  in 
1990  than  last  year,  he  says,  the  na- 
tion's energy  use  per  $1  of  gross  na- 
tional product  will  drop  nearly 
11%.  But  growth  in  electric 
power  generation  will  be  more 
than  twice  that  of  total  energy 
demand.  Paradoxically,  nucle- 
ar power,  which  should  be 
supplying  18%  to  19%  of  the 
nation's  electricity  by  then, 
will  be  the  fastest-growing  en- 
ergy source.  Despite  plant  can- 
cellations and  delays,  Licht- 
blau expects  nuclear  capacity 
to  rise  about  59%,  to  about 
100,000  megawatts.  Demand 
for  coal  should  mount  just  un- 
der 3%  a  year,  while  that  for 
natural  gas  should  range  from 

1 7  trillion  cubic  feet  to  1 7.5  tcf   

a  year  throughout  the  decade,  says 
Lichtblau.  The  need  for  oil  will  rise 
slightly,  he  says.  At  16  million  barrels 
per  day  by  1990,  it  will  remain  the 
largest  energy  source  but  will  provide 
only  40.8%  of  the  nation's  total  needs 
by  1990,  6.4%  less  than  the  peak  in 
1979.  Coal  will  account  for  25%,  natu- 
ral gas  for  21.7%,  nuclear  for  7.7%  and 
other  sources,  including  hydro,  wood, 
cogeneration  and  solar,  for  4.9% . 

The  electronic  secretary 

Secretaries  toiling  in  today's  fast- 
automating  offices  say  they  "love" 
their  jobs  and  their  new  word  proces- 
sors and  other  gear,  but  they  still  have 
serious  reservations  about  both,  ac- 
cording to  a  new  survey  of  more  than 
500  of  them  made  for  the  Kelly  Girl 
people  of  Troy,  Mich.  First,  93%  say 
they  like  being  secretaries  and  their 
present  jobs;  82%  were  ecstatic  about 
word  processors.  Then  came  the  de- 
murrers. First,  the  new  machines 
hadn't  made  all  that  much  difference 
in  their  upward  mobility.  Very  few 
saw  the  opportunities  created  by  the 
new  environment  as  middle  manage- 
ment or  higher  level  jobs.  Almost  half 
(49% )  said  that  learning  the  word  pro- 


cessor had  a  big  influence  on  salary 
but  only  30%  had  actually  received 
raises  as  a  result  of  new  skills:  And, 
most  telling,  more  than  half  (52%) 
said  they  wouldn't  want  their  daugh- 
ters to  grow  up  to  be  secretaries. 

Profit  from  the  pieces 

Business  is  booming  already  for  one  of 
the  new  entities  created  by  the  AT&T 
breakup.  AT&T  has  built  a  $40  mil- 
lion complex  in  Jacksonville,  Fla.  and 
hired  1,150  people  to  staff  its  Ameri- 
can Transtech  subsidiary.  Tele- 
phones? No.  Transtech  serves  share- 
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A  telephone  stock  certificate 
Dividends  by  the  truckload. 


holders  in  AT&T  and  the  seven  re- 
gional companies.  Even  before  the 
split,  in  1982,  AT&T  had  3.2  million 
shareholders  and  handled  some  28 
million  transactions  with  them — tak- 
ing calls,  mailing  annuals  and  divi- 
dends, transferring  shares  and  the 
like.  But  now  there  could  be  up  to  2.5 
million  stockholders  in  each  regional 
as  well.  Beginning  this  month  Ameri- 
can Transtech  will  mail  out  up  to  18 
million  new  stock  certificates,  and 
this  year,  says  spokesman  David  Cla- 
vier, it  will  handle  more  than  200 
million  transactions.  It  already  takes 
some  18,000  phone  calls  a  day  (800- 
631-3311).  Fees  are  based  on  the 
number  of  transactions  handled  for 
AT&T  and  each  of  the  seven  region- 
als.  The  latter  have  signed  five-year 
contracts  and  can  opt  out  after  two 
years,  at  a  price.  But  American  Trans- 
tech seems  sure  it  can  keep  the  busi- 
ness from  its  old  operating  subsidiar- 
ies. "We  do  have  competitors,  small 
parts  of  banks  and  other  financial  in- 
stitutions," Clavier  says,  "but  we  be- 
lieve we  can  provide  a  service  at  rea- 
sonable cost."  How  many  small 
banks  could  handle  six  tractor  trailer 
loads  of  dividends  just  for  AT&T? 


No  end  in  sight 

Hopes  for  a  drop  in  the  federal  deficit 
will  not  be  fulfilled  soon,  according  to 
the  Conference  Board,  the  New  York- 
based  business  group.  "Even  under 
prosperous  conditions,"  concludes 
Michael  Levy,  director  of  economic 
policy  at  the  board,  "federal  budget 
deficits  are  likely  to  hover  around 
$200  billion  during  the  next  several 
years  and  would  probably  rise  to  $275 
billion  to  $300  billion  in  the  event  of 
an  economic  downturn."  The  board 
predicts  a  deficit  of  $190  billion  for 
this  fiscal  year,  despite  continued  eco- 
nomic growth,  lower  unem- 
ployment and  improved  tax 
collection.  Don't  expect  any 
tax  increases  to  remedy  the 
situation,  either,  says  Levy. 
"Even  in  1985,  after  the  presi- 
dential elections,"  he  says, 
"efforts  to  enact  major  tax  in- 
creases are  at  best  likely  to  be 
difficult  and  drawn  out." 

Red,  blue,  green 

Colors  may  be  the  key  to  fash- 
ion and  decor,  but  they  can 
also  affect  something  as  prosa- 
ic as  productivity,  according  to 
Steelcase  Inc.,  the  office  furni- 
manufacturer.  Totally  neutral 
shades  can  contribute  to  worker  bore- 
dom, but  too  much  color  can  cause 
overstimulation,  it  claims.  "Red  is 
stimulating,  but  too  much  causes  fa- 
tigue," says  Ann  Haight,  a  product 
manager  at  Steelcase.  "Blue  and 
green,  on  the  other  hand,  are  receding 
colors,  and  can  produce  too  calming 
an  effect,"  she  says.  The  key,  she  says, 
is  not  which  color  is  used,  but  how 
much  and  where.  Colors  help  to  "hu- 
manize" the  electronic  office,  she 
says.  For  example,  computers  and  vid- 
eo display  terminals  often  cause  eye 
strain.  But  the  screen's  glare,  and  eye 
fatigue,  Haight  says,  can  be  cut  by 
placing  dark  walls  behind  the  termi- 
nal's operator.  Eye  strain  can  also  be 
reduced,  she  says,  by  painting  inter- 
esting colors  at  a  distance  from  work- 
ers, giving  them  a  chance  to  look 
away  from  the  screen  and  focus  on 
something  else. 

The  human  factor 

The  last  decade  saw  a  steep  decline  in 
productivity,  but  the  Eighties  could 
see  levels  approaching  those  of  the  go- 
go  Sixties.  According  to  economist 
Martin  Baily  of  the  Brookings  Institu- 
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2,000,000  Shares 


Homecrafters 


Common  Stock 


Price  $16  per  Share 


Smith  Barney,  Harris  Upham  &  Co. 
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tion,  the  near-collapse  of  labor  pro- 
ductivity growth  has  bottomed  out.  It 
dropped  to  0.6%  from  1973  to  1981, 
down  from  2.1%  from  1965  to  1973 
and  2.5%  from  1950  to  1965.  "My 
guess  is,  with  continued  capital  accu- 
mulation, we'll  get  levels  of  2%  labor 
productivity  growth  in  the  1980s," 
Baily  says.  Productivity  is  now  strong, 
and  the  drop  during  the  recession  was 
unusually  mild.  The  reason?  During 
1982,  he  thinks,  companies  were  will- 
ing to  "push  people  out  the  door"  to 
eliminate  deadwood,  especially  in  the 
white-collar  sector,  and  many  were 
forced  to  close  their  least  efficient 
plants.  But  why  did  productivity  fade 
in  the  1970s?  "Much  of  the  problem 
was  due  to  energy  prices,  foreign 
trade — autos  and  steel  were  exposed 
to  foreign  competition — and  to  health 
and  safety  regulations."  Some  econo- 
mists blame  the  decline  on  the  mil- 
lions of  unskilled  women  and  youths 
who  entered  the  work  force  in  the 
Seventies,  says  Baily,  although  no  one 
was  "unwise  enough  to  say  so  in 
print."  Baily  himself  disagrees  with 
that  theory,  he  hastens  to  say. 


Giving  is  growing 

The  not-for-profit  sector — schools, 
hospitals,  churches,  the  arts,  etc. — 
accounts  for  5%  of  the  gross  national 
product  and  6%  of  its  employment, 
more  than  the  auto  industry.  And, 
like  everyone,  the  charity  industry 
suffered  from  the  recession.  The 
President  may  have  asked  private 
givers  to  make  up  for  federal  funding 
cuts,  but  "organizations  which  have 
not  become  more  sophisticated  in 
their  financial  approach  are  having  se- 
rious difficulties  or  have  gone  out  of 
business  altogether,"  says  a  new 
study  by  Chemical  Bank,  Giving  and 
Getting.  Still,  donations  reached  $63 
billion  last  year,  up  46%  since  1979; 
and  by  1988,  Chemical  projects  they 
will  reach  more  than  $90  billion.  Of 
that,  77.5%  will  come  from  individ- 
uals, 16.4%  from  "others"  (mainly  be- 
quests and  foundations)  and  6.1% 
from  corporations,  says  the  report. 
Groups  that  depend  on  personal  gen- 
erosity (56%  of  all  individual  gifts 
provide  98%  of  funds  for  religious 
groups,  for  example)  may  want  to  look 
elsewhere  for  growth,  it  says.  Individ- 
ual giving  will  grow  an  average  of 
6.5%  a  year  between  now  and  1988, 
but  corporate  gifts  will  go  up  9.5%. 
Education  and  health  and  hospitals, 
the  major  recipients  of  corporate  lar- 
gesse, will  benefit  most,  with  real  an- 


nual growth  rates  of  4.4%  and  4.2%. 
Arts  and  humanities  are  expected  to 
follow  at  3.9%.  Religion,  with  $40 
billion  a  year  by  1988,  will  still  be  the 
biggest  recipient,  but  will  grow  only 
1.2%  a  year  in  real  terms. 


Computer  magic 

The  computer  and  other  communica- 
tions wonders  have  worked  some 
magical  changes  in  the  lineup  of  the 
15,200-member  Financial  Analysts 
Federation.  Its  1984  directory,  for  ex- 
ample, shows  a  65%  increase  since 
last  year  in  members  who  follow  com- 
puter software  (from  203  to  335)  and  a 
54%  jump  in  those  tracking  computer 
hardware  (from  253  to  389).  Members 
covering  telecommunications  grew 
47%  (from  247  to  363).  And  the 
growth  in  pension  funds  has  produced 
another  radical  shift.  The  number  of 
analysts  calling  themselves  "portfolio 
strategists"  has  boomed  45.5%,  from 
510  to  742. 


Hiring  at  the  top 

Senior  executive  hiring  was  up  dra- 
matically last  year,  according  to  a  new 
survev  by  the  Association  of  Execu- 
tive Search  Consultants,  but  middle 
managers  were  still  out  in  the  cold.  A 
sampling  of  more  than  3,000  searches 
showed  an  86%  rise  in  demand  for 
executives  with  salaries  of  $200,000 
and  up  and  a  37%  jump  for  those 
earning  from  $100,000  to  $199,000. 
Hiring  of  managers  with  salaries  from 
$35,000  to  $60,000,  however,  dropped 
21%.  Most  executive  hiring  was  in 
industries  like  consumer  goods  and 
electronics,  where  salaries  are  high, 
says  William  Gould,  executive  vice 
president  of  the  association.  Of  22 


industries  tracked,  he  says,  9  reported 
increases  last  year.  Consumer  prod- 
ucts went  up  33%,  financial  services 
23%,  and  construction,  real  estate 
and  building  services  about  29%  each. 
Twelve  heavy  industries  reported 
drops — 30%  each  in  wood,  paper  and 
forest  products  and  metals  and  min- 
ing, 23%  in  machinery  and  equip- 
ment, 20%  in  printing,  publishing 
and  communications  and  19%  in 
transportation  and  distribution.  Cor- 
porate legal  hiring  was  up  31%  and  in 
finance,  20%.  But  engineering,  sci- 
ence, research  and  development 
dropped  19%;  human  resources,  17%; 
planning,  corporate  development  and 
mergers,  13%. 


The  campus  condo 

Real  estate  operators  have  come  up 
with  a  new  gimmick  to  promote  con- 
dominiums— using  them  to  save  on 
college  costs.  It  works  like  this:  Par- 
ents of  college  students  are  offered 
condos  near  the  chosen  campus.  By 
sharing  the  space,  the  student  can  re- 
duce the  cost  of  maintaining  and  pay- 
ing off  the  place.  Meanwhile,  the  par- 
ents can  claim  tax  deductions  and  lat- 
er sell  the  property  or  keep  it  as  an 
investment. 


Tax-free  and  scot-free 

Industrial  development  revenue 
bonds  are  supposed  to  supply  tax-free 
financing  to  attract  industry  and  pro- 
vide jobs.  They  have  been  used  for 
everything  from  gambling  clubs  to 
private  planes.  Last  year  Congress 
considered  tightening  the  rules,  then 
let  the  matter  slide.  So  IRBs  continue 
to  be  tax-free — and  freewheeling.  No 
less  than  15  communities,  from  Char- 
lotte, N.C.  to  Kansas  City,  Mo.,  au- 
thorized ConAgra,  the  Omaha-based 
food  company,  to  raise  up  to  $55  mil- 
lion (ranging  from  $1  million  in  Ma- 
son City,  Iowa  to  $10  million  in  Kan- 
sas City)  for  its  $166  million  acquisi- 
tion of  Armour  Food  Co.  ConAgra 
will  raise  only  $35  million,  but  the 
proceeds  will  finance  the  purchase  of 
existing  Armour  plants.  ConAgra 
spokesman  Walter  Casey  says  excess 
capacity  in  the  meat  industry,  intense 
competition  and  the  possibility  of 
jobs  being  lost  through  plant  closings 
justify  the  tax-exempt  financing,  al- 
though initially  no  new  jobs  will  be 
created.  Says  Casey:  "To  preserve 
those  jobs,  and  hopefully  to  'grow' 
Armour  Food  Co.,  it  is  critical  that  we 
be  a  low-cost  producer  in  the  indus- 
try. That  means  financing  everything 
across  the  board." 


in 
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KIMs 

New  Business  Class* 
All  that  space  makes  all 
the  difference* 


"Either  I 
lost  weight  or  this 
seat's  wider." 


"Sorry. 
KLM's  put  in 
wider  seats? 


he  difference  is  comfort. 

Our  all-new  Business 
lass  is  a  major  breakthrough 
i  travel  comfort  for  today's 
usiness  traveler. 

Now  we  have  all-new, 
lore  comfortable  seats  that  J§| 
e  a  full  4V2  inches  wider, 
'esigned  to  our  own  rigorous 
deifications,  each  contoured 
:at  lets  you  relax  in  easy-chair 
)mfort.  You  get  more  elbow 
)om.  Lots  of  leg  room.  More 
>ace  all  around. 

Aisles  are  wider.  Cabins 
tore  spacious.  And  almost  all  two- 
breast  seating  on  every  747  intercontinental  flight. 

he  difference  is  a  lot  of  pleasant  surprises. 

Fewer  seats  means  fewer  passengers,  so  you  get  even  more 
ersonal  Dutch  attention. 

There's  a  touch  of  first  class  with  champagne  that's  on  the 
ouse.  A  wider  choice  of  entrees.  Plus  electronic  headphones. 

And  starting  April  1st,  you'll  be  able  to  reserve  your  seat 


in  advance  on  both  Royal  Class 
and  Business  Class. 

The  difference  is 
arriving  relaxed  in  the 
heart  of  Europe. 

Flying  KLM  to  Amster- 
dam gives  you  quick,  conve- 
nient connections  to  80  other 
European  cities,  and  most  are  no 
more  than  90  minutes  away.  If  you're 
not  making  immediate  connections, 
ask  how  you  can  Stay-On-The-Way 
overnight  free  in  Amsterdam. 

The  difference  is  flying  747's. 

KLM's  747's  fly  non-stop  to 
Amsterdam  from  Atlanta,  Chicago,  Houston, 
Los  Angeles,  and  New  York.  So  on  your  next  trip  to 
Europe,  the  Middle  East,  Far  East  or  Africa,  travel  in  comfort 
on  KLM— a  better  way  to  fly.  Call  your  travel 
agent  or  KLM  Royal  Dutch  Airlines. 

The  Reliable  Airline.  KLM 

Royal  Dutch  Airlines 


Follow-Through 


America's  Fastest  Growing 
Real  Estate  Market 

During  the  80's,  Myrtle  Beach  tourists 
are  projected  to  quadruple;  residents  to 
triple.  Their  increasing  demand  for  golf 
course  and  oceanfront  property  has 
attracted  national  buyers  who  benefit  from 
strong  rentals  and  appreciating  values,  plus 
their  own  rent-free  vacations.  Get  the  facts 
and  figures  for  yourself.  Call  for  our 
comprehensive  investor's  package  on  the 
country's  hottest  real  estate  market. 

1.800*845*1113 

Lit  us 

SALES  &  DEVELOPMENT 


E  pluribus  unum 

Twelve  years  ago  Alco  Standard,  of 
Valley  Forge,  Pa.  was  a  widely  diversi- 
fied conglomerate  earning  $16.7  mil- 
lion a  year  on  $600  million  in  sales. 
By  1982  it  was  four  times  larger  but 
hardly  a  conglomerate  (Forbes,  Mar 
29,  1982).  Chairman  Tinkham  Veale 
II,  who  founded  the  company  in  1965, 
made  175  acquisitions,  most  of  them 
family-owned  companies  whose  pro- 
prietors became  Alco's  partners,  and 
most  in  the  huge  ($1  trillion),  frag- 
mented distribution  industry.  By 
1981,  60%  of  Alco's  profits  and  75% 
of  sales  were  from  distribution. 

Things  were  going  so  well  in  1982, 
in  fact,  that  President  and  CEO  Ray 
Mundt  thought  corporate  earnings 
could  rise  between  10%  and  15%  that 
year  and  was  busy  on  a  three-year 
program  to  raise  net  margins  from 
2.3%  to  3%. 

But  that  was  not  to  be.  Alco  closed 
fiscal  1983  with  margins  on  its  $2.8 
billion  in  sales  down  to  2.1%.  Return 
on  equity,  over  20%  for  much  of  the 


Alco 's  Ray  Mundt 

Sticking  to  what  works  best. 


Seventies,  dropped  to  14.6%  last  year. 
The  problems  were  centered  in  23 
manufacturing  firms,  which  together 
made  up  about  45%  of  Alco's  manu- 
facturing assets.  Those  plastics,  rub- 
ber, chemicals,  specialty  products  and 
capital  equipment  companies  "have 
very  good  products,  good  people  and, 
in  many  cases,  good  cash  flow,"  says 
Mundt.  "But  they  were  to  a  great  de- 
gree cyclical  businesses,  and  they 
weren't  growing  at  the  rate  that  we 
would  like  to  see  in  the  years  ahead." 

This  month  Alco  merged  the  trou- 
blesome companies  into  one  $220 
million  firm  called  Alco  Industries 


and  spun  it  off  to  its  managers,  with 
the  parent  retaining  19%  and  getting 
"in  excess  of  $60  million"  in  cash. 
Mundt  may  also  sell  Alco's  $57  mil- 
lion coal  production  company. 

Meanwhile,  he  is  building  up  Alco's 
distribution  businesses  even  more,  es- 
pecially in  office  equipment,  now 
with  $80  million  in  sales,  and  health 
goods,  which  has  grown  from  $83  mil- 
lion to  $691  million  since  1978. 
Mundt  is  not  entirely  soured  on  man- 
ufacturing; he  has  acquired  small 
manufacturing  firms  in  both  aero- 
space and  food  services.  "We  are  the 
kind  of  company  that  has  flexibility," 
Mundt  says.  With  all  the  changes, 
though,  Alco  is  more  heavily  into  dis- 
tribution than  ever.  More  than  85%  of 
its  sales  and  more  than  two-thirds  of 
its  operating  profits  will  now  come 
from  that  source. 


A  noble  gesture 

When  Merrill  Lynch  last  month  set 
aside  $88  million  to  make  whole  its 
40,000  customers  who  had  bought 
Baldwin-United  single-payment  an- 
nuities (Forbes,  Sept.  12,  1983),  it  was 
customer  (and  salesman)  relations  at 
its  shrewdest.  Baldwin's  bankruptcy 
could  have  left  annuity  buyers  hold- 
ing a  very  empty  bag.  The  companies 
that  originally  issued  the  policies 
could  at  best  promise  perhaps  a  5.5% 
return  on  them,  according  to  the  "re- 
habilitators,"  the  insurance  commis- 
sioners of  Arkansas  and  Indiana  who 
are  trying  to  salvage  what  they  can 
from  the  wreckage  of  Baldwin-Unit- 
ed. Merrill's  offer  guaranteed  a  mini- 
mum of  7.5%,  a  far  cry  from  the  14% 
or  so  that  had  been  promised,  but  still 
an  improvement. 

Merrill  Lynch  was  not  the  only  big 
Wall  Street  house  peddling  these  an- 
nuities, but  it  was  the  most  involved. 
Prudential-Bache  had  sold  20,000  of 
them,  with  a  face  value  of  $300  mil- 
lion, and  says  it  will  make  an  offer 
similar  to  Merrill  Lynch's.  Shearson/ 
American  Express,  on  the  hook  for 
about  $70  million  worth  of  policies 
for  4,000  clients,  was  "analyzing"  the 
plan,  and  so  was  Paine  Webber. 

Merrill  Chairman  Roger  Birk  and 
President  William  Schreyer  empha- 
sized that  they  had  no  legal  obligation 
but  "acted  to  maintain  the  continued 
confidence  of  customers  and  potential 
customers  worldwide."  And  Merrill 
Lynch  has  a  good  chance  of  coming 
out  reasonably  whole  itself,  despite 
its  $88  million  offer  (which  comes  on 
top  of  a  writeoff  of  $66  million  in 
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Baldwin-United  debt  owed  for  the 
purchase  of  a  Merrill  mortgage  oper- 
ation). First,  the  $88  million  is  pretax, 
which  means  it  will  be  $48  million 
after  taxes.  Second,  while  the  rehabil- 
itators  can  now  promise  the  annuity 
holders  only  5.5%,  sale  of  Baldwin- 
United  assets,  especially  its  billion- 
dollar  MGIC  mortgage-financing  sub- 
sidiary, could  raise  that  percentage. 
Receipts  of  50  cents  on  the  dollar,  a 
Merrill  Lynch  spokesman  figured, 
could  raise  the  payoff  to  10%,  well 
above  the  7.5%  the  brokerage  house 
has  pledged  to  guarantee. 

The  whole  Merrill  Lynch  offer  is 
now  being  studied  by  the  insurance 
commissioners,  who  are  also  waiting 
for  Goldman,  Sachs,  which  they  have 
retained  to  find  a  customer  for  MGIC. 
If  a  satisfactory  buyer  turns  up,  the 
commissioners  will  then  try  to  reach 
an  out-of-court  settlement  on  who 
owns  MGIC  and  is  entitled  to  share  in 
the  proceeds — Baldwin-United  itself, 
the  creditors  or  the  holders  of  its  once 
rosy-looking  annuities. 

Decisions,  decisions 

Two  years  ago  the  National  Labor  Re- 
lations Board  handed  down  its  Mil- 
waukee Spring  decision  and  "turned 
traditional  labor  relations  law  on  its 
ear,"  Forbes  reported  last  fall  (Nov.  21, 
1983).  That  ruling  held  that  a  Wiscon- 
sin-based firm  with  77  employees 
could  not  move  work  from  one  plant 
to  another  unless  its  union  contract 
specifically  allowed  it. 

But  the  real  point  was  that  the 
NLRB  is  a  political  body  and  acts  ac- 
cordingly. Democrats  like  to  appoint 
union  lawyers  as  members;  Republi- 
cans, management  lawyers;  and  with 
members  serving  five-year  terms, 
each  President  can  remold  the  NLRB 
in  his  own  image.  The  NLRB  that 
issued  the  Milwaukee  Spring  ruling 
was  dominated  by  fimmy  Carter  ap- 
pointees. The  present  one  is  a  Ronald 
Reagan  board.  Sure  enough,  the  NLRB 
has  done  a  back-flip  on  Milwaukee 
Spring.  First,  after  the  manufacturer 
had  appealed  the  case  in  court,  the 
board,  in  an  unusual  move,  asked  that 
it  be  sent  back  for  review.  Last  month 
the  GOP-dominated  board  reversed 
its  1982  decision  and  ruled  that  Illi- 
nois Coil  Spring  Co.  could  move  its 
Milwaukee  auto  parts  division  from 
Wisconsin,  where  it  had  a  United 
Auto  Workers  contract,  to  a  nonunion 
plant  in  Illinois.  For  the  thousands  of 
companies  affected,  the  decision 
meant  new  freedom.  By  the  same  to- 
ken it  meant:  Keep  a  weather  eye  out 
for  shifts  in  the  political  wind. 


ffA  STRONG  WORK  ETHIC 
MAKES  WISCONSIN  THE  NEW 
LAND  OF  THE  RISING  SUN.  tl 


Dr.  Shin-ichi  Sugiyama,  Gen- 
eral Manager  and  Executive  Vice 
President  of  Kikkoman  Foods , 
Inc . ,  is  proud  to  report  that  they 
located  in  Wisconsin's  Heartland, 
of  all  places,  because  of  produc- 
tivity of  all  reasons. 

"Certainly,  Wisconsin's 
Heartland  is  rich  in  fresh  air,  fresh 
water,  soy  beans  and  wheat- 
prime  ingredients  for  our  spe- 
cially-fermented soy  sauce.  Sure, 


we  can  think  bigger  and  better 
with  the  quick  access  we  have  to 
research  at  the  renowned  Univer- 
sity of  Wisconsin.  And,  of 
course,  the  quality  of  life  here 
puts  others  in  a  state  of  envy. 

But  it  was  the  excellent  labor 
force  that  really  made  Wisconsin 
the  right  state  to  be  in.  Stable. 
Zero  turnover.  Productivity  here 
is  on  par  with  our  plants  in 
Japan." 

Dependable,  breathtaking  and 
invigorating  as  the  rising  sun, 
why  not  find  out  more  about  the 
Japan  of  the  U.S.— Wisconsin's 
Heartland.  Send  for  our  free  infor- 
mation packet  today. 


Wisconsin  Power 
G  Light  Company 


Wisconsin's  Heartland  ...  On  The  Grow. 


We're  interested  in  Wisconsin's  Heartland.  Please  send  your  Information  Packet  to: 


Name 
Title  _ 


Name  of  Business 
Address  


City 


State 


Zip 


Mail  to:  Wisconson  Power  &  Light  Co.  •  Economic  Development 

P.O.  Box  192  •  Madison,  WI  53701*  Paul  Bergmann  •  608-252-3251 
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Readers  Say 


Laws  and  jaws 

Sir:  Your  cover  story  on  lawyers  (Jan 
!(•>)  being  followed  by  an  article  on 
sharks  reminds  me  of  an  old  joke: 

A  cynic,  clergyman  and  lawyer 
were  on  a  sinking  boat  with  a  circle  of 
sharks  around  them.  The  lawyer  de- 
cided to  swim  to  shore.  His  two  com- 
panions tried  to  t.ilk  him  out  of  this. 
The  lawyer  dived  in  anyway.  The  oth- 
er two  saw  him  swimming  to  shore 
with  the  sharks  lined  up  on  both  sides 
like  a  military  honor  guard.  The 
clergyman  exclaimed  that  this  was 
the  sign  of  a  miracle.  The  cynic  said, 
"To  me  this  looks  more  like  a  matter 
of  professional  courtesy." 
—/.'/:  Ryan  III 
Pittsburgh,  Pa 

Sir:  The  inescapable  conclusion  of 
those  articles  is,  our  country  would  be 
a  better  place  with  fewer  lawyers  and 
more  sharks. 

— Terry  G.  Fewell 
Chicago,  ill 


More  sharks,  fewer  lauyers? 


Reverse  the  roles 

Sir:  So  "Companies  Should  Keep 
Their  Mitts  Off  Travel  Bonuses"  (Fact 
andi  ommentjan,  30).  What  would  be 
the  aii  1  mi  .'  reaction  if  one  of  their 
vendors  began  giving  airline  purchas- 
ing agents  bonuses  dependent  on  the 
dollar  volume  they  purchased  from 
the  vendoi 
— Fred  Parker 
Houston,  Te> 


Do  something  useful 

Sir:  Thank  God  Felix  G.  Rohatyn  is 
apparently  confined  to  New  York 


City  ("A  case  for  ^industrialization, " 
Jan  \0).  Industry  in  this  country  is 
progressing  nicely  without  a  national 
industrial  policy  and  its  inevitable  tri- 
partite board.  If  Congress  is  serious 
about  competitiveness,  why  not  re- 
peal the  Davis-Bacon  Act  and  pass  a 
national  right-to-work  law? 
— 1IW.  Lindahl 
Ashland  City,  Tenn 


Sounds  like  Corfam 

Sir:  Re  your  editorial  on  good  corpo- 
rate names  (l<u  /  and  Comment,  Jan 
30).  A  merger  just  occurred  to  yield 
Virginia's  biggest  bank.  Its  new 
name?  Sovran.  Sounds  more  like  a 
brand  of  birth  control  pill  for  the  ovcr- 
40s  set.  But  there's  no  telling  how 
diverse  banking's  services  will  get. 

lien  R  li/ankcnsbi/)  /r 
Stafford,  Va. 


Pragmatic  Fed 

Sir:  Your  piece  "Put  Interest-Rate 
Spotlight  Where  It  Belongs"  (Fact  and 
Common  II,  Jan  30)  is  critical  of  Paul 
Volcker.  The  level  of  interest  rates 
has  kept  a  steady  pace  of  economic 
expansion  without  high  inflation. 
This  pragmatic  path  of  monetary  poli- 
cy, practiced  by  the  Fed,  encourages 
saving  and  investment  at  a  time  when 
it  is  needed  most. 

[guy  Richard 
Worcester,  Mass 


Not  US 

Sir:  A  Trends  piece  (Jan  /(>)  said  that 
Reagan's  education  program  had  been 
given  failing  grades  by  the  American 
Enterprise  Institute.  It  was  the  au- 
thors of  the  paper,  not  AEI,  who  came 
to  that  conclusion.  AEI  as  an  institu- 
tion docs  not  take  any  position  on 
issues.  It  may  seem  nit-picking,  but  it 
is  a  distinction  with  a  difference. 
— Tait  Trussell 

Vit  e  /'resident.  Administration, 
American  Enterprise  Institute  for  Publu 

Policy  Research 
Washington,  I  >  C 


Other  side 

Sir:  You  met  with  the  Prune  Minister 
of  New  Zealand,  Sir  Robert  Muldoon, 
who  said  that  he  had  put  the  country 
on  a  sound  financial  footing  and  that 


he  took  pride  in  being  known  as  a 
financial  man  rather  than  as  a  politi- 
cian (FOi  l  and  (  omment,  /an  J). 

The  other  side  of  the  story: 

We're  only  just  emerging  from  a 
wages-price  freeze  instituted  in  July 
1982,  the  longest  sustained  freeze  of 
its  type  in  the  Western  World. 

New  Zealand  recently  lost  its  Tri- 
ple A  credit  rating  granted  to  it  by  the 
New  York  firm  of  Standard  &  Poor's, 
reflecting  the  rapidly  rising  overseas 
debt  that  the  Muldoon  government 
has  accumulated. 

The  government  has  embarked  on  a 
strategy  of  energy-intensive  develop- 
ment projects  which  were  dependent 
on  massive  borrowing  and  rising  oil 
prices  for  their  economic  viability. 
These  are  now  looking  increasingly 
vulnerable  as  the  worldwide  price  of 
oil  stabilizes. 
— Roger  Douglas,  MP 
I alior  Party  spokesman  on  finance, 
Wellington,  Neir  Sea/and 


Polarization 

Sir:  You  state  "The  polar  regions  [in 
year  21()()|  may  be  three  times  warmer 
than  now"  (Fact  and  Comment,  Dec 
/')).  Absurd.  How  cold  is  twice  as  cold 
as  zero? 

—William  L  Wilson 
Santa  Barbara,  Calif. 

W  ho  is  absurd  enough  to  think  the 
polar  regions  are  only  zero  temperature? 
It  takes  32  degrees  to  freeze  and  polar 
regions  sometimes  can  reach  as  high  as 
70  degrees. — MSF 


Unlikely  idea 

Sir:  I  was  surprised  to  sec  reference 
(Fact  and  (  ommcnt,  Jan  !(•>)  to  an  ar- 
mor-piercing bullet  supposedly  coat- 
ed with  Kevlar.  The  intended  refer- 
ence was  to  bullets  coated  with  a  flu- 
orocarbon  resin. 

Kevlar  is  an  aramid  fiber;  one  appli- 
cation is  in  the  manufacture  of  soft- 
body  armor.  Let  me  note  also  that  Du 
Pont  stopped  selling  its  fluorocarbon 
product  to  the  manufacturer  of  the 
bullets  in  question  when  we  learned 
that  they  were  being  used  for  com- 
mercial purposes. 
— John  A  Roberts 
Manager, 

Public  Affairs  Department 
F I  Dn  Pont  de  Nernours 
Wilmington,  I  )el 
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IF  YOUR  MAIN  BUSINESS 

ISN'T  TRUCKING, 
YOU  COULD  BE  PLAYING 
AVERY  EXPENSIVE  GAME* 


A  lot  of  smart  businessmen 
play  make-believe  when  it  comes 
to  the  costs  of  running  trucks. 
They  make  believe  they  can  op- 
erate their  trucks  as  efficiently 
as  they  do  their  main  business. 
And  make-believe  breakdowns, 
late  deliveries,  unexpected  repair 
bills  and  wasted  management 
time  and  energy  are  part  of  the 
normal  price  of  keeping  trucks 
on  the  road. 

Stop  playing  games  and 
start  playing  it  smart  by  leasing 
your  trucks  from  Ryder. 

First,  our  engineers  will  study 
your  t  rucking  operation  and 
specify  the  axle,  transmission, 
body  and  engine  package 
that's  best  for  your 
business.  Then,  Ryder 
will  keep  those  trucks 
on  the  road  with  the 
toughest  preventive 
maintenance 
program 
in  the  world. 


We  even  change  major  parts  like 
starters  and  alternators  before 
they  need  it,  to  avoid  costly 
breakdowns  on  the  road. 

Ryder  can  save  you  on  your 
fuel  bills  too,  by  providing  fuel 
wit  hout  retail  markup.  And  if  a 
highway  breakdown  ever  does 
occur,  Ryder's  24- 
hour  emergency 
road  service  can 
get  your  truck 
back  on  schedule 
fast.  And  that 
helps  prevent  the 
costliest  trucking 


expenses  of  all — late 
deliveries  and  dissatisfied 
customers. 

So  whether  you  run  one 
truck  for  local  deliveries,  or  a 
large  over-the-road  fleet,  call 
your  nearest  Ryder  District 
Office,  or  mail  this  coupon.  We'll 
run  a  computerized  cost  com- 
parison that  will  show  you  how 
much  you  can  save  by  playing  the 
trucking  game  to  win. 


'1984  Rvder  Truck  Rental.  Inc 


Company 


Business  . 


Ryder,  tell  me  how  I  can  run  more 
reliable  trucks  for  less  money. 


Name  . 
Title  _ 
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Mail  to: 
Ryder  Truck  Rental,  Inc. 
Don  Estes.  President 
P.O.  Box  020816 
Miami.  Florida  33102-0816 
A  service  of  Ryder  System 


RYDER.  THE  BEST 
TRUCKS  MONET  CAN 
LEASE  OR  RENT. 


"WHICH  COMES  FIRST,  THE  WORDS  OR  THE  MUSIC? 

THE  PHONE  CALL!"    ^  Cahn. 


ammy  Cahn . 


When  I  sit  down  to  write  a  song, 
it's  not  so  much  me  writing  it  as 
it  writing  me.  And  I'm  always 
flattered  to  be  there,  to  be  a  party  to  this 
little  miracle. 

/  should  care,  I  should  go  around  weeping. 
I  should  care,  I  should  go  without  .  .  . 
Without  what?  It  can  only  be  "sleep- 
ing." Not  leaping,  creeping,  peeping. 

The  music,  of  course,  communicates 
as  much  as  the  words.  I'm  one  of  those 
rare  lyric  writers  who  believes  a  word  is 
only  as  great  as  the  note  it  sits  under. 

jule  Styne,  for  example,  would  write 
music  that  was  architecturally  ready 
for  lyric. 

//  seems  to  me  I've  heard 
that  song  before. 
It's  from  an  old familiar  score. 
I  know  it  well  that  melody. 
People  have  asked  where  I  ever  got 
"Love  and  Marriage."  The  title's  right  in 
Thorton  Wilder  s  play,  "Our  Town."  I 
said  to  Jimmy  Van  Heusen,  "Give  me  a 
vamp."  And  he  went  bomp  bomp  bomp 
bomp  bomp  bomp  bomp  bomp.  And  I 
said,  "Love  and  marriage,  love  and  mar- 
riage." One  leads  the  other.  Like  w  hat? 
Oh,  a  horse  and  carriage. 

"It's  an  institute  you  can't  disparage." 
Now  I  don't  go  around  using  language 
like  that  but  when  you  need  a  rhyme  for 
marriage  .  .  .  "ask  the  local  gentry  and 
they  will  say  it's  element'ry." 


Love  is  lovelier  the  second  time  around. 
Just  as  wonderful  with  both  feet  on  the 
ground. 

You  know,  that's  the  song  people 
invariably  mean  when  they  say,  "You 
wrote  my  song."  It's  become  sort  of  a 
hymn  of  hope  and  it  communicates  to 
a  whole  group  of  people  out  there. 
It's  amazing  A  great  song  never  stops 
communicating. 

I  can  be  traveling  anywhere  in  the 
world,  say  a  night  club  in  the  Black  Hole 
of  Calcutta,  and  there's  an  orchestra  con- 
sisting of  drums  and  kazoo  and  they're 
playing  "I  Should  Care."  And  I  do 
Believe  me,  I  do. 


For  a  songwriter  the  moment  of  truth 
is  the  demonstration  of  the  song.  You 
walk  into  a  room  with  a  particularly  ugly 
producer  sitting  there.  I  mean,  it's  easy 
for  Sinatra.  He's  got  soft  lights,  he's  got 
an  orchestra,  "When  somebody  loves 
you,  it's  no  good  unless  he  loves  you 
..."  He's  got  strings. 

Me,  I'm  looking  at  this  less  than  attrac- 
tive studio  head  who  wants  a  smash. 
Which  comes  first,  the  words  or  the 
music?  It's  the  phone  call  from  this  guy! 
And  he  wants  a  great  song,  preferably 
a  hit  It  isn't  easy. 


With  four  Oscars,  an  Emmy  and 
more  than  SO  hit  classics  to  his 
credit,  Sammy  Cahn  is  one  of 
our  greatest  songwriters.  We  at  United 
Telecom  are  pleased  to  present  his 
thoughts  on  how  music  communicates. 

Communications  is  our  business. 
We  provide  the  tools  that  make  commu- 
nication easier — from  basic  telephone 
service  to  specialized  services,  includ- 
ing cellular  mobile  radio,  data  communi- 
cations and  video  teleconferencing. 

Behind  everything  we  do  is  a  basic 
human  need.  The  need  to  be  heard 
For  more  information  on  United 
Telecom,  please  write  D.  F.  Forsythe, 
United  Telecom,  Box  11315, 
Kansas  Citv,  MO  64112. 


United  Telecom  ■■■ 


WE  WANT  VOU  TO  BE  HEARD. 


'With  all  thy  getting  get  understanding" 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


THERE  IS  STILL  NO  FEDERAL  LAW  AGAINST  UNAUTHORIZED 

computer  entry.  Congress  should  pass  one  on  the  double,  with  penalties 
of  stopper  size.  Otherwise  chaos  of  considerable  consequence  can  ensue. 

BUSH  WAS  A  SHOO  IN  FOR  RENOMINATION 


because  he's  played — maybe  downplayed  would  be  a  more 
appropriate  word — his  role  superbly.  By  staying  out  of  the 
spotlight  and  not  sounding  off.  By  being  a  quiet  advice- 
president  to  the  President,  he's  made  himself  valuable  to 


the  Administration.  He's  disarmed  the  Far  Right  that's 
been  so  set  on  knocking  him  off. 

Renominated,  reelected,  the  odds  are  good  that  George 
Bush  will  move  up  in  due  course. 


RUNNING  FOR  TREASURY  SECRETARY  UNDER  MONDALE 


Having  been  in  this  pontificating  business  for  over  half  a 
century,  added  to  years  of  ballooning  experience,  we  feel 
qualified  to  recognize  hot  air  when  we  hear  it.  And  to 
recognize  a  lead  balloon  when  we  see  one. 

The  Democrats'  effort  to  make  establishment  of  a  "na- 
tional industrial  policy"  a  campaign  issue  eminently 
qualifies  as  both. 

An  Industrial  Policy  Study  Group,  made  up  largely  of  ex- 
eminent  as  well  as  incumbent  Democrats,  has  just  issued 
some  sweeping  proposals  that  would,  in  essence,  have  a 
federally  anointed  committee  determine  which  industries 
survive  no  matter  how  unfit  they  may  become.  The  tax- 
payers would  ante  up  $5  billion — for  starters — to  shore  up 
the  ailing  by  way  of  loans. 

When  you  look  at  the  three  cochairmen,  understanding 
the  drift  of  the  report  becomes  easy.  Investment  banker 
Felix  Rohaytn  did  a  brilliant  job  of  bringing  New  York  City 
back  from  bankruptcy's  brink.  As  Treasury  Secretary  in  a 
Mondale  Administration,  ambitious  Felix  would  be  better 
positioned  to  seek  high  elective  office. 

Since  departing  Du  Pont,  able  Irving  Shapiro  is  available 
to  serve  his  country  at  an  appropriate  Washington  appoint- 
ive pinnacle.  Where  the  third  cochairman,  AFL-CIO  Presi- 
dent Lane  Kirkland,  is  coming  from  was  quite  succinctly 
explained  not  long  ago  in  Forbes  (Oct.  24,  1983,  p.41): 


"What  did  they  talk  about  at  the  recent  AFL-CIO  meet- 
ing in  Hollywood,  Fla.?  How  to  meet  Japanese  competi- 
tion? How  to  deal  with  the  continued  shift  of  the  U.S.  from 
an  industrial  economy  to  a  service  economy?  How  to 
improve  productivity?  None  of  these — or  at  least  none  of 
these  at  center  stage.  Much  of  the  talk  was  standard  old- 
line  bash-the-boss  stuff.  They  lamented  the  shrinking 
share  of  the  work  force  with  union  cards,  now  less  than 
18%,  compared  with  29%  in  1970.  They  lamented  this 
decline  without  seriously  examining  the  reasons  for  it.  It 
was  a  movement  stuck  in  the  1930s  and  unprepared  for  the 
1980s.  The  saddest  thing  is  that  the  unions  have  no  poli- 
cies to  cope  with  what  is  happening.  The  best  they  can  do 
is  cling  to  some  idea  of  a  bailout,  currently  called  'industri- 
al policy,'  which  boils  down  to  federal  subsidies  to  keep 
high-wage,  unionized  businesses  alive." 

If  we  had  been  blessed  with  such  a  government 
industrial  policy  some  decades  ago,  New  England  would 
still  be  making  shoes  and  textiles  and  gloves  instead  of 
silicon  chips  and  computers  and  the  other  ingredients  of 
our  high-tech  era. 

President  Reagan  should  hope  Mondale  &  Co.  will  con- 
tinue trying  to  inflate  as  an  election  issue  in  November 
this  "national  industrial  policy"  lead  balloon  with  the  hot 
air  of  campaign  oratory. 
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BUSINESS 

The  name  of  the  game  is  doing  some — profitably. 


THAT  ZHAO  LEADS  CHINA  IS  AS  FORTUNATE 


for  us  as  it  is  for  his  countrymen — a  quarter  of  the  world's 
population. 

Not  an  idiotic  ideologist,  he's  tough  and  pragmatic, 
quick-witted  and  with  a  sense  of  humor.  He's  neither 
Confucius  nor  confused.  Do- 
ing, getting  things  done,  rather 
than  Saying. 

He  plainly  enjoyed  his  visit 
here,  having  a  ball  sparring 
with  press  and  politicos  alike. 
While  in  the  U.S.,  he  also 
fashion-emancipated  both 
men  and  women  on  the  home 
front  by  wearing  a  suit,  thus 
de-derigueuring  the  Mao  tu- 
nic: "When  the  Prime  Minis- 
ter of  China  wears  a  western  suit,  then  nobody  will  fear 
to  wear  fashionable  dress."  He  wants  to  see  "ladies 
beautify  themselves  and  wear  lipstick,  earrings  and  also 
pay  attention  to  their  hairstyles."  Mao  suits  are  still 
okay  for  evening  wear  because,  with  no  black-tie  dinner 
clothes,  "I  have  no  alternative." 


Peking — MSF  makes  China's  Prime  Minister  Zhao  an  honor- 
ary member  of  Capitalist  Tool's  motorcycle  team  as  Dr. 
Armand  Hammer,  who  opened  the  door  for  the  trip,  looks  on. 


In  the  course  of  his  tour,  the  Chinese  leader  was  served 
virtually  no  Chinese  dishes.  Which  is  sort  of  a  shame, 
because  the  Chinese  restaurants  of  New  York  and  San 
Francisco  offer  better  Chinese  cooking  than  has  been  avail- 
able in  China  since  the  Chiang 
Kai-shek  heave-ho. 

Unlike  many  Americans 
these  days,  he  was  impressed 
with  our  press.  Said  he  of 
them  to  President  Reagan:  "I 
think  American  journalists 
are  more  capable  than  Chi- 
nese journalists.  They  have 
trained  themselves  through 
competition." 
At  the  end  of  our  1982  mo- 
torcycle/ballooning (not  much  of  the  latter! )  tour  of  China, 
as  we  made  the  presentation  to  Zhao  [here  shown],  he 
chuckled,  "You  are  still  going  strong  at  your  age" —  this 
from  the  then-62-year-old  PM,  only  three  months  younger. 
China's  reigning  Vice  Chairman  Deng  has  picked  a  first- 
rate  Prime  Minister  and  successor. 


TWO  HONEY  LIQUOR  ADS 

Drambuie  beautifully 
makes  its  point. 

Old  Parr?  Visibly  below 
par. 

*  *  * 

These  two  perfectly  illus- 
trate that  ongoing  argument 
'twixt  the  two  schools  of  ad- 
vertising philosophy — "Any- 
thing goes  that  stops  the  traf- 
fic" vis-a-vis  "imaging  is  the 
best  selling." 


LET'S  HEAR  A  CHEER  F01 

Federal  Judge  Carter  a  while  ago  ruled  that  a  plaintiff  and 
his  attorneys  had  to  pay  $50,000  for  legal  costs  to  Dow 
Jones  &  Co.  and  $20,000  to  others  named  in  a  suit  that  was 
started  in  "bad  faith."  The  judge  ruled  that  suer  and 
counsel  should  have  realized  the  charges  were  "baseless," 
brought  merely  to  discredit  Barron's. 

In  our  business  of  evaluating  businesses  and  manage- 
ments, of  exposing  the  occasional  fraudulent  ones  and 
warning  the  gullible  against  putting  their  money  in  the 
hands  of  the  guileful,  we  get  sued  from  time  to  time.  As 


JUDGE  ROBERT  CARTER 

often  as  not,  harassment  and  an  effort  to  keep  the 
editorial  spotlight  off  their  company  while  the  suit's  on 
is  the  principal  reason.  It  cows  none  of  us.  It  just 
costs — sometimes  plenty.  But  it's  an  essential  cost  of 
doing  our  job. 

In  these  days,  when  a  majority  of  the  Supreme  Court  is 
waffling  on  decisions  essential  to  the  preservation  of  free 
press,  it's  mighty  heartening  to  find  a  federal  judge  doing 
something  about  the  abuse  of  the  courts  that  filing  harass- 
ing suits  constitutes. 
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THE  VAINGLORIOUS  TITLES  RULERS  RAIN  ON  THEMSELVES 

sometimes  reach  hallucinatory  heights.  Particularly  by    there  appeared  this  gamut  of  salutations: 
those  least  entitled,  those  who  hold         ^^aCTTTZlZ^^^^  "Most  Serene,  Serene,  Most  Puissant, 

Puissant,   High,   Illustrious,  Noble, 
/in     p       a  ■      *      |\ Honorable,  Venerable,  Wise,  and 


power  with  muscle  and  terror. 

We  were  minded  of  this  title 
business  by  the  assortment  of 
salutations  that  were  essential 
for  captains  to  carry  in  the 
old  days  of  sail  when  ships 
might  put  into  unlikely  ports 
reigned  over  by  those  of  uni- 
maginable rank. 

As  in  the  ship's  papers  here  shown, 
signed  by  President  Abraham  Lincoln  and  Secretary  of 
State  William  H.  Seward  and  printed  in  four  languages, 


Prudent  Lords,  Emperors,  Kings, 
Republics,     Princes,  Dukes, 
Earls,  Barons,  Lords,  Burgo- 
masters,    Schepens,  Coun- 
sellors, as  also  fudges,  Officers, 
Justiciaries,  and  Regents,  of  all 
the  good  cities  and  places,  whether 
Ecclesiastical  or  Secular.  .  .  ." 
It  doesn't  leave  much  for  some  simple  word  like,  say, 
God,  does  it. 


THE  RETURN  OF  THE  LANGUID  CEILING  FAN 


is  one  of  those  "returns"  that  is  just  happy  all  around. 

There  are  apparently  even  sound  circulatory  reasons — in 
addition  to  turning  on  decorators — for  having  these  blades. 

Some  words  are  paired  forever  in  those  association 
word  games  people  play:  Say  Casablanca,  and  Bogart 

EARNING  A  LIVING 

is  a  requisite,  but  living  while  earning — 
that's  where  it's  at. 


comes  to  mind.  Say  Singapore,  and  celluloid  land's 
vision  of  Raffles,  "the  mysterious  Orient,"  beaded  cur- 
tains come  instantly  to  mind,  the  whole  always  topped 
by  the  shot  of  those  slow  blades  nodding  their  way 
through  the  cobwebs  overhead. 

THOSE  WITH  MONEY  OR 

access  to  same  are  often  loved  principally 
for  their  pursenality. 


BOOKS 


•  Out    of    the    Blue — by  James 

McManus  (Crown  Publishers,  Inc., 

$12.95).  The  wrong  child  is  kidnapped 

fPJ  ■£&jifir9      from  a  schoolyard,  and  you'll  not  put 

down  this  staccato  written  gripper 

until  your  hour's  time  ransom  is  paid. 

Excerpt:  "And  the  whole  time  Shel- 
ley was  pregnant  that  time,  I  mean  I 
really  wanted  it  to  be  a  boy.  But  then  as  soon  as  E-beth 
came  out  and  they  wrapped  her  up  and  passed  her  on  over 
to  me ..."  [Exley]  snaps  his  fingers.  "Couldn't've  mat- 
tered less. " 
"Of  course  not." 

"Anyway,  but  the  other  thing  I  kept  thinking  about  was 
what  still  might  go  wrong,  all  the  problems  I  wanted  her 
never  to  have  to  put  up  with." 

"And  probably  all  the  same  things  your  father  and  1 
didn't  want  you  and  Tim  to  have  to  face  either." 

"Getting  hit  by  cars,  plane  crashes,  acne,  hassles  with 
boys  or  at  school,  leukemia. " 

"Acne  and  leukemia?"  ' 

"Anything  and  everything,"  says  Exley.  "Anything  bad. 
I  just  didn't  want  it  to  happen  to  her.  /  always  wanted  to, 
to  be  able  to  keep  it  from  happening." 

His  mother  is  silent. 

"And  so  but  of  all  the  things  I  imagined  ..."  Exley  is 
sobbing  now,  trying  to  stop  himself,  rubbing  his  eyes  with 
his  forearm.  "I  could  never .  .  .  because  I  never  thought 
something  like  this,  this,  could  have  happened." 


•  Where  to:  Find  it,  Buy  it,  Eat  it  in 
New  York — by  Gerry  Frank  (Gerry's 
Frankly  Speaking,  P.O.  Box  2225,  Sa- 
lem, Ore.,  $9.95).  This  is  the  third 
(completely  revised)  edition  of  a  genu- 
inely useful  compendium.  He  does  for 
Manhattan  what  Temple  Fielding  did 
for  Europe.  Mr.  Frank  deals  at  reason- 
able length  and  detail  with  the  Eat  core  of  the  Big  Apple, 
and  in  the  many  instances  where  our  views  coincided,  I 
thought  him  (surprise,  surprise)  very  discerning. 

Excerpts:  F.A.O.  Schwarz:  Without  a  doubt,  it  has  the 
most  poorly  trained,  least  knowledgeable,  and  most  indif- 
ferent salespeople  in  New  York.  Getting  helped  is  just 
about  next  to  impossible;  many  times  you  have  to  plead. 
And  is  there  ever  a  company  executive  on  the  floor  to 
witness  all  this  confusion?  I've  been  in  a  hundred  times 
and  have  never  seen  anyone  who  even  looks  like  he  or  she 
is  in  charge.  Great  merchandise,  yes.  A  well-run  store, 
definitely  no.  I  even  sought  out  an  executive  and  talked 
with  him  concerning  service.  His  follow-through  with  me, 
as  expected,  was  zero.  .  .  .  Jim  McMullen 's:  If  you  don 't 
mind  being  a  statistic,  you  will  enjoy  the  glamour  of  this 
place.  Bring  along  Nancy  and  Henry  Kissinger,  though,  if 
you're  in  a  hurry.  .  .  .  Le  Cirque:  Take  along  your  credit 
card  (the  necessary  cash  would  be  bulky)  and  your  appe- 
tite— both  will  be  well  served  in  this  attractive  spot. 
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Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editors  mind.  -MSF 


Dole's  Tax  Proposals 

Like  a  cross-eyed  javelin  thrower, 
Senator  Robert  Dole  is  sure  to  keep 
the  crowd  alert  even  if  he  doesn't  win 
many  medals. 

— Dow  Jones  newstape 

Industrial  Politics 

Recession  and  the  campaign  have 
given  birth  to  the  proposition  that 
America  cannot  compete  unless  it 
adopts  a  national  "industrial  policy." 
Proposals  come  in  many  forms.  Most 
attention  focuses  on  those  from  con- 
gressional Democrats  and,  most  re- 
cently, from  a  group  headed  by  Felix 
Rohatyn,  the  investment  banker;  Ir- 
ving Shapiro,  former  chairman  of  du 
Pont;  and  Lane  Kirkland,  head  of  the 
AFL-CIO.  They  would  establish  a 
new  council  with  government,  busi- 
ness and  labor  members.  .  .  . 

[There]  is  doubt  that  a  new  appara- 
tus would  yield  sounder  judgments 
than  are  made  now,  and  suspicion  it 
would  do  worse.  Would  some  tripar- 
tite board  have  pushed  Detroit  to 
make  better,  smaller  cars?  Would  a 
board  have  prodded  the  steel  industry 
into  modernizing  faster?  How  would 
a  new  system  have  handled  auto  and 
steel  wage  contracts?  Or  allocated 


federal  inducements  for  steel,  say, 
than  against  the  losses  that  steel's 
revival  would  cause  for  competitors 
in  aluminum  or  plastics? 

There's  no  reason  to  expect  greater 
wisdom  from  government  or  super- 
boards  than  from  industry.  On  the 
contrary.  Conventional  political  pres- 
sures could  all  too  easily  bring  damag- 
ing remedies  that  favor  one  industry 
or  region  over  another,  or  invoke  pro- 
tectionist measures,  at  enormous  cost 
to  consumers  and  competition. 

— New  York  Times  editorial 


Why  No  Marriage 

I  can't  mate  in  captivity. 

— Gloria  Steinem,  in  Life 


Poor  Prophet 

I  would  scarcely  recommend  the 
law  as  a  career  to  any  young  man  who 
has  a  chance  to  go  into  business. 
Years  ago  it  was  possible  for  a  young 
lawyer  just  out  of  school  to  make  a 
fair  living  by  examining  abstracts.  But 
he  can't  do  this  today.  The  law  is 
becoming  syndicated  and  monopo- 
lized by  institutions,  under  a  central 
head,  that  hire  a  corps  of  lawyers  very 
cheaply. 


"This  is  not  an  answering  machine.  When  I  go  'beep, 
state  your  business." 


And  the  day  is  not  far  off  when  the 
usefulness  of  the  lawyer  will  have 
passed.  Only  rich  men's  sons  will  be 
lawyers  in  the  future,  and  the  duties 
of  these  will  be  chiefly  honorary  as 
pillars  of  the  community  and  leaders 
in  the  oligarchy  of  wealth  which  has 
descended  upon  us. 

— Clarence  Darrow,  interviewed  in 
1926  for  the  NEA  Service 


"It  will  kind  of  take  the  fun 
out  of  playing  the  lottery." 

— Vincent  Coda,  on  winning 
$7.1  million  in 
New  York's  Lotto 


It's  Alive! 

A  recent  newspaper  headline  we 
saw  trumpets  that  "Supply-Siders  Still 
Abound. "  The  suggestion,  of  course,  is 
that  a  live  dinosaur  has  been  sighted. 
Actually,  as  we  have  noted,  private 
supply-side  forecasters  not  only  sur- 
vive but  were  alone  in  foreseeing  the 
strength  of  the  1983  recovery. 

—Wall  Street  Journal 

Middle's  Better 

To  help  young  compatriots  escape 
the  rat  race,  Chinese  Ambassador 
Zhang  Wen-jin  is  promoting  the  idea 
of  sending  fewer  Chinese  students  to 
study  at  prestigious  Ivy  League  uni- 
versities like  Harvard,  in  favor  of  mid- 
western  schools  like  the  University  of 
Nebraska.  "The  life  there  is  quite  dif- 
ferent from  the  East  Coast.  Students 
have  better  access  to  professors  be- 
cause the  professors  don't  have  as 
many  commitments.  And  the  envi- 
ronment is  more  tranquil." 

— M 


Two  Ways  to  Get  There 

Building  a  motorcycle  that  encom- 
passes the  almost  polarized  character- 
istics of  sporting  and  touring  ma- 
chines is  a  lofty  ambition. 

Sport/touring  machines  in  America 
must  be  something  special  to  stand 
out.  I  have  long  felt  that  BMW  knows 
exactly  what  that  special  something 
is,  and  the  K100  furthers  that  belief.  It 
is  fun  of  a  unique  sort.  It's  the  differ- 
ence between  sipping  30-year-old 
brandy  while  tugging  on  a  fine  cigar  in 
front  of  a  warm  fire  at  the  yacht  club 
and  knocking  back  the  beers  in  the 
garage  with  your  buddies.  You  can 
still  get  roaring  drunk;  you  just  get 
there  a  different  way. 

— Ken  Vreeke,  Motorcyclist 
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"You  can't  just  plunk 
down  a  bunch  of 
computers  in  an  office 
and  expect  things  to 
happeaYou'vegot 
to  prepare  people  for 
automation.  Give  them 
all  the  support  you  can 
...and  more." 

With  Wang,  you  can  get  all  the 
support  you  need.  Whenever  and 
wherever  you  need  it. 

Support  that  begins  long  before 
installation  and  extends  for  the 
life  of  the  system. 

So  whether  you  need  assistance 
in  customer  engineering,  training, 
documentation,  implementation, 
supplies  or  software,  with  Wang 
you  get  a  response,  not  a  referral. 

A  response  from  the  people 
who've  been  in  office  automation 
longer  than  anyone  else  in  the 
industry. 


WANG 


The  Office  Automation  Computer  People. 


THE  METROMATIC  LIFE  INSURANCE  PROGRAM 

IT  WONT  COST  YOUR  COMPANY  TO 
SHOW  YOU  CARE  ABOUT  YOUR  EMPLOYEES. 


Metromatic  is  one  insurance 
program  that  your  employees  will 
really  appreciate.  And  you  can 
offer  it  at  no  premium  cost  to  your 
company. 

Even  if  you  already  have  a  group 
plan,  you  can  offer  your  employees 
the  option  of  acquiring  Metropolitan 
permanent  whole  life  insurance  for 
themselves,  their  spouses,  and  chil- 
dren—at a  lower  premium  than  they 
would  pay  if  they  were  buying  it  on 
their  own. 

They  can  keep  their  insurance 
at  the  same  discounted  premium 
for  as  long  as  they  live,  even  if  they 
leave  your  company.  In  addition, 


Metropolitan's  permanent  insurance 
continues  to  build  cash  value. 

There  is  no  limit  to  the  number  of 
eligible  employees  who  can  be  en- 
rolled, and  Metromatic  is  available 
to  companies  large  and  small. 

With  Metromatic,  Metropolitan 
handles  the  details  for  you.  As  one 
of  the  largest  insurers,  we  have  offices 
across  the  country.  So  our  experienced 
staff  can  come  to  your  company  to 
discuss  coverage  options  with  your 
employees  and  enroll  them.  We 
just  ask  that  you  arrange  to  have  the 
premiums  automatically  deducted 
from  your  payroll. 

Your  employees  pay  less.  Essen- 


tially your  only  expense  is  setting  up 
the  payroll  deductions.  We  do  the 
rest  of  the  work.  That's  Metromatic. 

If  you'd  like  this  program  for  your 
company,  or  if  you  have  any  questions, 
please  call  your  local  Metropolitan 
representative  or  write  to  Metromatic 
Unit,  Metropolitan  Life  Insurance 
Company,  One  Madison  Avenue, 
New  York,  N.Y  10010. 

Metropolitan  believes  helping  em- 
ployees can  be  good  for  companies. 


Metropolitan 

Insurance  I  Companies 


METROPOLITAN  REALLY  STANDS  BY  YOU. 

C  198.5  Metropolitan  Life  Insurance  Company,  NY,  NY  Life/Health/Auto/Home/Retirement 


Fact  and  Comment  II 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


WHY  THE  STOCK  MARKET  IS  WEAK 


The  key  reason:  The  Federal  Reserve's  steady  tightening 
of  credit  since  last  summer  is  finally  beginning  to  pinch 
the  economy.  Chairman  Paul  Volcker  thought  the  econo- 
my was  bouncing  back  too  quickly  last  year  and  he  started 
to  squeeze  to  slow  down  the  pace  of  the  recovery.  Now  he 
is  determined  to  hold  tight  until  President  Reagan  gives 
him  a  major  tax  increase  to  fight  deficits.  Some  would  call 
this  blackmail,  but  Volcker  and  his  partisans  see  it  as 
responsible  statesmanship. 

The  White  House  now  has  two  courses  open  to  it, 
neither  of  which  is  pleasant.  The  President  can  pay 
Volcker  his  tribute  and  push  for  a  tax  increase  as  Volcker's 
price  for  letting  interest  rates  come  down.  The  question 
here  is  whether  the  easier  money  will  overcome  the  dam- 


age done  by  higher  taxes,  as  was  the  case  in  August  1982. 

Or  the  President  can  fight  the  Fed  Chairman.  That  will 
take  considerable  political  skill.  Most  interested  parties 
believe  the  Fed  Chairman  when  he  wrongly  claims  that 
interest  rates  are  high  because  of  Reagan's  budget  deficits. 
In  a  confrontation,  Volcker  would  paint  himself  as  the 
target  of  election-year  politics  of  the  crudest  sort. 

What  may  save  the  Administration  is  a  flare-up  in  the 
international  debt  crisis.  Mexico's  near-collapse  in  1982 
forced  the  Fed's  boss  to  ease  up  far  more  than  he  would 
have  liked.  Bond  and  stock  markets  boomed. 

Lacking  such  a  rescue,  the  Administration  will  soon  pay 
the  price  for  having  reappointed  Volcker  last  summer. 

Paul  I  has  clearly  outmaneuvered  the  White  House. 


HOOVER  WAS  THERE  BEFORE  FDR 


Herbert  Hoover  has  a  reputation  in  the  popular  mind  as 
a  passive  President  unable  to  cope  with  an  increasingly 
terrifying  depression. 

Yet  as  this  1929  New  York  Times  headline  demon- 
strates, Hoover  was  our  first  activist  President  in  grap- 
pling with  the  economy.  In  fact,  careful  historians  have 
long  pointed  out  that  many  of  FDR's  policies  were 
extensions  of  those  of  his  hap- 
less predecessor. 

As  noted  historian  Paul  John- 
son writes  in  his  extraordinary 
new  book,  Modern  Times  (Har- 
per &.  Row):  "From  the  very 
start,  Hoover  agreed  to  take  on 
the  business  cycle  and  stamp  on 
it  with  all  the  resources  of  government.  In  November  he 
held  a  series  of  conferences  with  industrial  leaders  in 
which  he  exacted  from  them  solemn  promises  not  to  cut 
wages;  even  to  increase  them  if  possible — promises  kept 
until  1932.  The  American  Federation  of  Labor's  journal 
lauded  this  policy.  True,  Hoover  ruled  out  direct  relief,  but 
that  he  sought  to  use  government  cash  to  reflate  the 
economy  is  beyond  question." 

Hoover's  activities  were  in  vain. 


NOVEMBER    24.  1929. 


I00VER  ASKS  THE  48  GOVERNORS  TO  HELP 
HIS  PROGRAM  BY  SPEEDING  PUBLIC  WORKS, 
EEPING  EMPLOYMENT  AT  A  HIGH  LEYEL 


What  few  realize  today  is  that  the  Great  Crash  did  not 
bring  on  the  Great  Depression.  By  the  end  of  1929,  in  fact, 
the  Dow  Jones  industrial  average  had  recovered  smartly 
from  the  sickening  slide  of  September  and  October. 

What  triggered  the  Depression  was  the  Smoot-Hawley 
Tariff,  which  Hoover  signed  into  law  in  late  spring  of  1930. 
This  sweeping  legislation  raised  trade  barriers  to  awesome 

heights.  It  triggered  trade  and 
currency  wars  that  destroyed 
the  world's  economic  and  finan- 
cial system. 

Hoover  initiated  this  legisla- 
tion, figuring  "scientific  tariffs" 
would  engineer  a  recovery  for 
the  depressed  farm  belt.  Con- 
gress then  substantially  raised  tariffs  for  manufactured 
goods  as  well. 

To  compound  this  blunder,  Hoover  sharply  boosted 
taxes  in  1932,  contracting  the  economy  even  more  and 
sending  unemployment  from  15%  to  25%. 

Ironically,  a  passive  President  like  Coolidge  would  have 
been  more  successful.  He  never  would  have  proposed 
tariffs  to  help  farmers.  (His  advice  to  them  was,  "Take  up 
religion.")  And,  as  President,  he  was  a  tax  cutter. 
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£OW£S  presents  RON  GOPVLAND 


Mr.  Pitney  and  Mr.  Bowes  sure  are  keeping 
themselves  busy  these  days  not  only  with  a  full 
line  of  dependable  copiers 
(from  economy  desk-top 
models  to  full-feature 
consoles),  but  also  with  a 
full  line  of  mailing  systems 
(for  companies  that  mail 
six  letters  a  day  or  sixty 
thousand).  And  all  these 
copiers  and  mailing  systems  are 


absolutely,  positively  backed  by  our  own  nation- 
wide sales  and  service  organization.  For  a 
free  demonstration  of  any 
Pitney  Bowes  copier  or 
mailing  system  just  call 
toll-free  anytime  (except 
Alaska  or  Hawaii)  800- 
621-5199  (in  Illinois  800- 
972-5855).  Or  write 
Pitney  Bowes,  17  21  Crosby 
Street,  Stamford,  CT  06926. 


=p  Pitney  Bowes  Copiers 


Over  600  sales  and  service  points  throughout  the  U.S.  and  Canada. 
Mailing  i    'ems,  Copiers,  Dictating  Systems,  Facsimile  Systems,  Business  Forms  and  Office  Supplies. 


Edited  by  Howard  Banks 


What's  Ahead  for  Business 


The  Reagan 
test  is  this: 
Will  consumers  be 
helped  or  hurt? 


COPING  WITH  THE  URGE  TO  MERGE 

Fear  not  for  the  94- year-old  Sherman  Act,  despite  the  recent  rash 
of  huge  deals  and  proposals  in  steel  and  oil. 

A  good  many  House  Democrats  are  predictably  talking  up  the  need  for 
tighter  restraints  in  the  name  of  insuring  competitive  markets.  (The 
Senate  is  keeping  cool,  for  now.)  But  it  seems  certain  that  the  sophisti- 
cated simplicity  and  tremendous  legal  precedent  of  the  Sherman 
Act — banning  any  combination,  contract  or  conspiracy  in  restraint  of 
trade — will  survive  intact. 

It's  easy  to  see  the  political  capital  to  be  made.  Critics  will  characterize 
the  Reagan  Administration's  antitrust  policy  as  heartless:  "Anything 
goes."  To  cite  some  recent  cases  is,  seemingly,  to  prove  it:  Texaco- 
Getty,  U.S.  Steel's  proposal  to  buy  National  Steel  on  top  of  the  LTV- 
Republic  Steel  deal  announced  five  months  before. 

But  the  White  House's  defenders  need  not  be  on  the  defensive.  So  long 
as  a  merger  is  not  obviously  anticonsumer,  they  can  argue,  Reagan's 
Justice  Department  will  allow  the  market  full  freedom,  including  the 
freedom  to  penalize  corporate  mistakes.  They  can  also  show  that, 
since  the  early  1970s,  a  trend  toward  greater  freedom  to  merge  was 
happening  anyway,  through  administrative  and  judicial  decisions  in- 
fluenced by  pressure  from  consumers. 


Expect  more 
specifics  and  fewer 
economic  theories 


But  expect  clearer  guidelines  for  mergers  in  the  coming  months, 
and  not  only  through  administrative  decisions.  Paul  McGrath,  assis- 
tant attorney  general  in  charge  of  the  Justice  Department's  antitrust 
division,  says  there  will  be  lots  more  public  talk  in  unprecedented 
detail  about  what  is  and  what  is  not  acceptable  corporate  behavior. 
Watch  for  speeches  long  on  specifics  and  conspicuously  short  on 
economic  theory. 

Among  the  particularly  interested  bystanders  are  United  Technologies 
and  General  Electric,  the  two  biggest  U.S.  players  in  the  international 
market  for  jet  aircraft  engines. 

UTC's  Pratt  &  Whitney  got  away  with  its  deal  with  Britain's  Rolls- 
Royce  to  develop  jointly  an  engine  that  Pratt  said  it  would  not  do 
alone.  Now  General  Electric  is  stretching  things  with  a  proposed 
market-sharing  deal  with  Rolls,  each  taking  25%  of  the  other's  busi- 
ness in  specific  airliner  markets. 


Other  voices 
are  sure  to  be 
heard  from 


Justice  does  not  have  the  sole  voice  on  antitrust  cases.  The  Federal 
Trade  Commission  shares  the  work,  sometimes  on  the  basis  of  past 
experience  (Justice  takes  steel  cases;  the  FTC,  Texaco-Getty,  for  exam- 
ple), sometimes  on  the  basis  of  which  is  least  busy.  But  when  setting 
policy,  it  is  Justice  that  is  active,  the  FTC  that  is  passive.  And  do  not 
forget  the  courts;  mostly  they  take  their  lead  from  the  guidelines  laid 
down  in  Washington,  but  not  always,  particularly  when  a  private  suit 
is  involved.  The  ultimate  arbiter  is  the  Supreme  Court,  which  says  the 
Sherman  Act  ;s  a  charter  of  economic  freedom  for  the  U.S.  of  constitu- 
tional proportions. 
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The  Forbes  Index 


Forbes  Index 


12-month  close-up 


170 


Current  160.8 
Previous  159.6 
Percent  change  +0.8 
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Harder  to  climb.  After  being  on  an  upward  track  for  more 
than  a  year,  the  Forbes  Index  is  definitely  slowing  down. 
Manufacturers'  new  orders,  for  example,  were  up  0.2% 
from  November  and  are  some  26.2%  higher  than  they 
were  in  December  of  1982.  But  compare  this  with  a  3.4% 
rise  from  October  to  November  and  a  36.7%  gain  from 
November  of  1982  to  November  of  1983.  While  orders 


were  slowing,  however,  inventories  were  still  held  in 
check.  They  are  up  only  0.1%  from  November  to  Decem- 
ber, vs.  a  0.2%  rise  from  October  to  November. 

In  the  latest  reporting  period,  the  Consumer  Price  Index 
rose  0.1%  from  the  previous  month.  But  the  service  com- 
ponent of  the  Index  was  up  nearly  twice  as  much  as  the 
overall  figure. 


The  Forbes  Index  Components 


The  FORBES  Index  is  a  measure  of  U.S.  economic  activity 
composed  of  eight  equally  weighted  elements:  Total  in- 
dustrial production,  new  claims  for  unemployment  com- 
pensation, the  cost  of  services  relative  to  all  consumer 
prices,  the  level  of  new  orders  for  durable  goods  com- 
pared with  manufacturers'  inventories,  total  retail  sales, 
new  housing  starts,  personal  income,  total  consumer 
installment  credit. 

To  measure  these  eight  elements,  FORBES  monitors  ten 
series  of  U.S.  government  data.  The  last  13  months'  data 
for  each  series  is  presented  at  right 
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IF  YOU  WANT  TO  KNOW 
HOW  BETA  HI-FI  WILL 
TURN  ON  YOUR  TELEVISION, 
TURN  ON  YOUR  STEREO 


Go  ahead,  turn  on  your 
stereo  and  listen  to  your  favor- 
ite music.  Take  a  moment  to 
hear  how  good  it  sounds. 

Now  turn  on  your  television. 
It  looks  good,  but  you'll  notice 
that  something's  missing:  great 
sound.  And  that's  always  been 
the  problem.  You  could  enjoy 
what  you're  watching— or 
what  you're  listening  to,  but 
never  together 

Which  is  why  Sony  created 
Beta  Hi-Fi.  A  videocassette 
recorder  that  connects  to  your 
television  and  stereo— finally 
giving  you  the  best  of  both! 


<IB  k 


DIGITAL  AUDIO 


OPEN  REEL  TAPE 


(Dynamic  Range,  measured  in  dB,  is  the  ratio  of  the  soft- 
est to  the  loudest  sounds  an  audio  medtum  con  handle  ) 

Notice  we  didn't  call  it  just 
stereo— Beta  Hi-Fi  goes 
beyond  any  ordinary  stereo 
experience.  As  you  can  see  on 
the  chart,  new  Beta  Hi-Fi  from 
Sony  has  sound  quality  better 


than  any  AM  or  FM  stereo 
broadcast,  any  stereo  LR  stereo 
cassette  or  reel-to-reel  tape.  It's 
even  better  than  you  get  at 
most  movie  theaters. 

If  Beta  Hi-Fi  were  hooked 
up  to  your  stereo  and  televi- 
sion right  now,  you'd  experi- 
ence movies,  concerts  and 
music  video  in  ways  you  never 
could  before:  Suddenly  the 
sound  blows  you  away  your 
TV  picture  seems  larger— 
almost  three-dimensional. 
You're  engulfed  in  the  power 
and  action  of  movies  like  Raid- 
ers of  the  Lost  Ark. . . the  pulsat- 
ing rhythms  of  Flashdance . . . 
the  dramatic  intensity  of  An 
Officer  and  a  Gentleman. .  .the 
spectacular  rock  video  of 
David  Bowie. 

That's  only  a  hint  of  what 
Beta  Hi-Fi  is  really  like.  To  find 
out  for  yourself,  go  to  your 
local  Sony  dealer  for  a  dem- 
onstration. While  you're  there, 
check  out  all  the  Beta  Hi-Fi 
movies,  concerts  and  Video 
45's™  already  available.  No 
other  format  can  give  you  such 


a  broad  selection  of  pre- 
recorded tapes  that  look  and 
sound  as  good.  And  to  help 
you  stay  up-to-the-second, 
Sony's  got  a  special  toll-free 
number  you  can  call  for  the 
latest  titles  and  where  to  get 
them:  1-800-221-9982  (1-800- 
522-5229  in  New  York). 

So  for  the  most  exciting 
home  entertainment  experi- 
ence available,  just  say  "I  want 
the  Sony  Beta  Hi-Fi."  It's  like 
nothing  you've  ever  seen . . . 
and  heard! 


©  1984  Sony  Corporation  ol  America  Sony,  Betomax  and 
Beta  Hi-Fi  are  trademarks  of  Sony  Corporation  Video  45 
is  a  trademark  of  Sony  Corporation  of  America  "An 
Officer  and  a  Gentleman,"  "Raiders  ol  the  Lost  Ark,"  and 
"Flashdance"  Paramount  Home  Video 
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THE  ONE  AND  ONLY 


Ten  Reasons  Why  Eai 

InAClas: 


km  Clipper  Class  Is 
fy  Itself. 


gSS*  HERE  YOU  FEEL  PAMPERED  AND  TOTALLY 
AT  EASE,  ^flk  90%  OF  OUR  CLIPPER  CLASS 


SEATS  ARE  ON  BIG,  ROOMY  747's. 


ONLY 


PAN  AM  OFFERS  YOU  CLIPPER  CLASS  COAST 


TO  COAST  TO  EUROPE.  AFRICA.  THE  MIDDLE  EAST 


LATIN  AMERICA.  THE  PACIFIC.  AND  THE  ORIENT. 

YOUR  CHOICE  OF  INTERNATIONAL  ENTREES 
PREPARED  BY  MASTER  CHEFS.  gjiTHE  DRINKS,  THE 
MOVIES,  THE  MUSIC.  OF  COURSE,  COMPLIMENTARY. 
CLIPPER  CLASS  SEATS  ARE  ROOMIER.  THE 
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CLIPPER 
CLASS 
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SAME  AS  SOME  FIRST  CLASS  SEATS.  i'PiTT 

EARN  25%  MORE  WORLDPASS"  MILEAGE  CREDITS. 
CHECK-IN  «Sb  SPECIAL  CHECK-IN  AND  SPECIAL 

BAC 


I  AND  WORK.  ~ —  PAN  AM'S  HELICOPTER  SERVICE  IS 
COMPLIMENTARY  WHEN  YOU  FLY  TO  OR  FROM  NEW  YORK. 

Pan  Am.You  Can  t  Beat  The  Experience. 


Helicopter  service  is  operated  for  Pan  Am  by  Omniflights  Helicopter  Services,  Inc. 


Forbes 


All  you  Sandinistas  and  suchlike,  please  note:  In  a  quarter- 
century  under  Fidel,  Cuba  has  sunk  to  maybe  the  22nd-richest 
Latin  American  state  from  2nd  or  3rd.  Could  a  deal  with 
Washington  be  in  the  making? 

What  price 
socialist  glory? 


Forbes'  Washing- 
ton bureau  man- 
ager recently  jour- 
neyed to  Cuba  for 
ten  days  as  a  visi- 
tor. He  sought  no 
official  interviews. 
This  is  a  report  of 
what  he  saw. 


It's  a  struggle  to  get  to  the  lookout 
on  the  Castillo  del  Morro,  the  ancient 
guardian  of  the  entrance  to  Havana 
harbor.  A  couple  of  steps  on  the  wood- 
en stairs  are  missing,  and  have  been 
for  some  time,  by  the  looks  of  things. 
Nobody  seems  to  care  much. 

A  couple  necks  on  the  ramparts,  as 
there  are  few  places  for  the  young  to 
go.  They  are  disturbed  by  our  commo- 
tion, and  we're  all  embarrassed,  but 
the  view  of  the  city  is  worth  it. 

From  this  vantage,  Havana  looks 
like  any  other  modern  city  on  the 
American  coastline.  There  are  high- 
rise  buildings.  The  Malecon,  a  prom- 
enade street  with  a  low  seawall— an- 
other nighttime  favorite  of  courting 
couples — skirts  the  town  with  a 
fringe  of  Spanish  colonial-style 
houses.  There  are  tree-lined  squares, 
and  by  the  harbor  a  palm-lined  street 
like  Barcelona's  Las  Ramblas. 

But  drive  back  to  the  town  itself, 
past  the  other  half  of  the  Castillo  that 
is  now  a  prison  and  through  the  tun- 
nel under  the  harbor  narrows.  In  an 
instant  you  can  see  this  is  a  modern 
town  gone  wrong.  All  is  drab.  There 
are  a  few  booths  with  not  much  to 
sell,  but  even  they  appear  to  do  little 
business  except  on  weekends.  There 
are  no  grand  shops.  Nothing  has  been 
spent  in  the  past  25  years  on  mainte- 
nance. Virtually  every  building  in 


By  Howard  Banks 

sight  needs  a  coat  of  paint.  Some 
buildings  lean  on  wooden  scaffolding 
attached  to  buildings  across  Old  Ha- 
vana's narrow  streets.  The  tallest  of 
the  high  rises  was  put  up  to  house 
Cuba's  prerevolution  central  bank 
and  was  empty  for  years.  It  is  now  a 
hospital.  The  only  high  rise  in  town 
begun  since  the  revolution  is  the  half- 
finished  main  building  of  the  new 
U.S.S.R.  complex. 

Havana's  feebly  lit  nighttime 
streets  are  quiet  (remember  how  live- 
ly and  noisy  any  normal  Latin  street 
is).  But  at  night  it's  less  obvious  that 
the  plaster  is  falling  off  the  walls  in 
sheets.  Inside  the  street  doors,  bare 
electric  wires  are  dangerously  strung 
along  the  walls  from  meters  to  the 
multitude  of  apartments  in  each  of 
the  larger  buildings.  Where  the  interi- 
or of  apartments  is  visible,  one  can  see 
minimal  cheap  furniture,  a  couple  of 
plastic-upholstered  armchairs,  a  Rus- 
sian-made television  set — black  and 
white — a  revolutionary  picture  on  the 
wall.  Che  Guevara  is  popular.  Only 
one  place  is  lively — the  bar  at  the  Bo- 
deguita  Restaurant.  It  is  filled  with  a 
mixture  of  locals  and  foreigners, 
mostly  diplomats  or  their  visitors  for 
the — whisper  it — Christmas  holidays. 

Give  Fidel  his  due.  In  the  25  years 
since  the  revolution,  Cuba  boasts  sig- 
nificant achievements:  in  health  care, 
education,  housing,  diet,  vacations, 
old-age  pensions.  No  one  is  in  rags, 
and  the  children  particularly,  in 
bright  uniforms  and  scarves,  seem 
well-looked-after.  Havana,  despite  its 
drabness,  has  not  been  allowed  to  be- 
come the  giant  megacity,  megaslum 


that  characterizes  much  of  Latin 
America  and  the  Third  World.  The 
Cuban  people,  too,  undoubtedly  take 
pride  in  their  military  and  the  idea 
that  Cuba  plays  an  important  role  in 
world  affairs.  True,  the  social  benefits 
don't  flow  to  those  in  bad  with  the 
Party.  If  illiteracy  is  fading,  reading 
nonfiction  is  mostly  limited  to  com- 
munist tracts.  The  housing  is  over- 
crowded, the  diet  still  predominated 
by  black  beans  and  rice,  and  the  best 
vacation  beaches  are  reserved  for  the 
new  privileged  class  of  leaders.  But 
the  achievements  can't  be  ignored. 

Still,  Cuba  survives  only  by  Mos- 
cow's grace  and  favor,  and  a  $4  bil- 
lion-a-year  subsidy,  with  the  U.S.S.R. 
buying  Cuban  sugar  at  an  inflated 
price  and  supplying  bargain-rate  oil. 
The  Soviet  influence  can  be  seen  at 
every  turn.  At  the  docks  Soviet  ships 
deliver  Comecon  farm  and  industrial 
equipment,  even  coal,  to  be  carried  off 
on  Soviet-built  railcars  pulled  by  Rus- 
sian engines.  On  the  streets  the  cars 
are  mostly  Russian  Ladas  (Fiat  1500s) 
or  Polish  Polski  650s  (baby  Fiats).  The 
proletariat  line  up  for  Bulgarian  buses 
phonetically  called  Wa-Was,  which 
are  always  jammed.  The  military  is 
everywhere,  driving  Soviet  trucks  and 
Yipis  (Jeep  copies). 

For  the  U.S.S.R.  all  this  is  some- 
thing of  a  bargain.  Many  of  the  goods 
it  provides  Cuba  could  not  be  sold  on 
the  world  market,  and  the  $4  billion 
subsidy  is  a  small  price  to  pay  for  a 
bristling  beachhead  aimed  at  the 
heart  of  democracy. 

At  the  airport  there  are  Ilyushins, 
Tupolevs  and  small  Yak  three-engine 
business  jets  for  the  top  officials.  Sovi- 
et fighter  engines,  afterburners  and 
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all,  can  be  heard  revving  up  at  a  local 
base,  though  nothing  takes  off  but 
antique  Polish  biplanes.  The  only  ob- 
vious signs  of  onetime  noncommun- 
ist  connections  are  the  prerevolution- 
ary  cars,  old  Buicks  and  Chevys,  a 
polished  Thunderbird,  kept  going  by 
the  ingenuity  of  Cuban  mechanics. 

Cuba's  estimates  of  a  3.5%  growth 
rate  in  1983  and  an  expected  5% -plus 
this  year  are  rejected  by  observers  in 
Havana  as  a  joke.  Cuba  also  claims  a 
social  product,  a  Marxist  version  of 
GNP,  of  $16  billion,  or  $1,900  per 
capita  annual  income.  That  is  ninth 
in  Latin  America.  Since  it  was  second 
or  third  when  Castro  took  over,  that's 
not  much  of  a  claim.  More  accurate 
assessment  comes  from  the  percep- 
tive eye  of  John  Ferch,  who  heads  the 
U.S.  Interest  Section  in  Cuba.  On  the 
basis  of  25  years  of  foreign  service  in 
Latin  America,  he  reckons  Cuba's  So- 
viet-subsidized per  capita  income  lies 
between  $800  and  $1,100,  or  just 
where  it  was  25  years  ago.  Including 
Russia's  huge  annual  subsidy,  Ferch 
believes  there  are  today  22  Latin 
American  and  Caribbean  countries 
better  off  than  Cuba. 

There  are  signs  even  Cuban  bureau- 
crats do  not  swallow  whole  their  own 
statistics.  Cubans  now  talk  about  the 
need  for  profitability,  some  crude 
form  of  cost-benefit  accounting,  but 
with  no  idea  how  to  achieve  it  under 
socialism.  Unemployment,  which 
goes  against  the  socialist  creed,  is  a 
growing  problem. 

There's  still  a  housing  shortage,  but 
the  many  half-finished  projects — fac- 
tories as  well  as  houses — show  that 
building  materials  are  scarce.  Cuba 
manages  to  export  cement  for  hard 
currency  and  leaves  itself  short. 

The  housing  shortage  may  help  ex- 
plain the  high  divorce  rate  of  40% — as 
high  as  in  the  U.S.  But  with  reduced 
infant  mortality  plus  a  high  birth  rate 
that  includes  second  families  for 
some  of  those  divorced  Cubans,  popu- 
lation is  still  a  problem.  The  junior 
schools  work  a  double  shift;  half  at- 
tend mornings,  half  afternoons. 

Curbing  oil  use  has  become  a  na- 
tional goal.  Roadside  posters  urge  the 
saving  of  energy.  Russia  allows  Cuba 
to  reexport  for  hard  currency  the  oil  it 
does  not  use.  There's  an  attempt  to 
expand  Cuba's  tiny  oil  output,  all 
from  a  coastal  field  35  miles  east  of 
Havana.  Of  20  drilling  rigs,  only  3 
were  seen  working.  Sugar  mills  burn 
their  own  wastes  instead  of  oil  or  coal. 
The  price  is  a  downwind  stream  of 
black  smuts  that  coat  everything. 

Inefficiency  is  the  rule.  A  coffee 
shop  is  empty,  but  every  new  custom- 
er is  turned  away.  All  the  tables  are 
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A  little  bending  could  ease  his  island's  troubles. 
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Celebrating  the  25th  anniversary  of  the  revolution  on  Havana's  streets 


Hanging  out  the  wash  in  a  typical  Havana  neighborhood 


Ingenuity  keeps  a  Thunderbird  running    At  the  Tropicana,  a  bit  of  old  Havana 


reserved,  goes  the  story.  Every  Cuban 
factory  is  said  to  employ  thousands, 
but  few  are  seen  working,  and  there's 
no  noise  and  bustle.  The  answer  is 
always  that  it's  a  meal  break  or  shift 
change.  Socialist  workers  learn  to  do 
the  minimum.  As  they  say  in  Russia: 
They  pretend  to  pay  us  and  we  pre- 
tend to  work. 

Despite  good  rainfall,  an  ideal  cli- 
mate and  a  peasant-farmer  tradition, 
Cuba  imports  most  food. 

There's  also  no  distribution  system. 
The  local  supermercados'  shelves  may 
be  bare,  while  ten  blocks  away  trucks 
dump  cabbages  or  tomatoes  on  street 
corners  for  anyone  to  take.  The  farm- 
ers market,  intended  to  encourage 
production,  has  done  little.  The  super- 
mercados  have  little  to  sell  over  and 
above  the  tiny  rations.  Prices  are  high: 
a  6'/2-ounce  can  of  tuna,  $3.45;  a  small 
can  of  olive  oil,  $11.50;  a  tiny  can  of 
tomato  paste,  $2.10.  Cubans  have 
money  to  spend  but  little  to  buy. 

The  Cubans  are  thinking  of  joint 
ventures  to  revive  tourism.  (There  are 
even  local  rumors  that  Robert  Vesco 
is  on  the  island  to  help.)  The  beaches 
are  beautiful,  clean  and  barely  used  in 
winter,  but  few  foreign  tourists  visit, 
maybe  100,000  a  year  in  package 
groups  from  West  Germany  and  Can- 
ada at  $700  for  two  weeks.  But  the 
facilities  are  as  unappetizing  as  is 
most  of  the  food.  (Americans  of  Cu- 
ban descent  may  visit  only  if  seeing 
relatives,  and  then  they  have  to  travel 
on  Cuban  passports.  They  are  over- 
charged to  get  dollars.) 

Hotel  interiors  are  less  well  pre- 
served than  nature's  beaches.  Lava- 
tory seats  are,  for  some  reason,  in 
short  supply:  "My  small  son  fell  in," 
complained  one  visitor,  but  public 
lavatories  are  worse,  much  worse. 
Water  and  electricity  are  as  random  as 
in  any  other  Latin  American  country. 

Mass  tourism  would  raise  a  more 
fundamental  difficulty:  controlling 
contact  between  tourist  and  Cuban, 
unless  restricted  to  an  isolated  Cuban 
isle,  such  as  Cayo  Largo,  south  of  the 
main  island  State  control  is  all-perva- 
sive. There  are  police  boxes  at  inter- 
vals on  every  main  road,  especially 
the  wide,  multilane  highways  that  ap- 
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pear  to  connect  Havana  with  major 
military  camps,  such  as  the  area  35 
miles  southeast  of  Havana  where  the 
3,000-man  Soviet  brigade  in  Cuba  is 
based  (there  are  13,000  other  Soviet 
and  Eastern  bloc  advisers  here).  Even 
in  the  smallest  village,  each  block  or 
so  there  is  a  24-hour  "spy"  house, 
office  of  the  Committee  for  the  Pres- 
ervation of  the  Revolution.  People 
cannot  move  without  permission.  All 
pay  the  state  rent,  including  those 
still  living  in  their  family's  prerevolu- 
tion  houses.  Ration  coupons  for  what 
little  is  available  are  tied  to  a  particu- 
lar area.  Those  who  use  the  religious 
tolerance  officially  permitted  in  Cuba 
lose  their  jobs  and  welfare  benefits,  as 
have  those  who  tried  to  escape  from 
Mariel  but  failed.  And  since  the  1980 
flight  from  Mariel,  fences  have  been 
built  and  no-go  lines  painted  outside 
Havana's  foreign  embassies.  Guards 
with  Kalashnikovs  keep  Cubans  out 
of  this  no-man's-land. 

Half  the  population  was  born  since 
the  revolution,  yet  all  of  Fidel's  policy 
looks  backward.  Youths  sent  abroad 
on  political  missions,  the  cream  of  the 
crop,  are  promised  the  best  jobs  when 
they  come  back,  but  there  is  little  to 
share  out  when  they  return.  Add  to  all 
this  economic  and  domestic  strain 
the  many  foreign  policy  failures  being 
laid  at  Fidel's  door  by  his  Russian 
masters,  and  you  get  some  measure  of 
the  desperation  this  once-charismatic 
leader  should  be  feeling. 

The  25th  anniversary  of  the  revolu- 
tion was  supposed  to  be  a  big  deal. 
Meat  was  made  available  for  most 
Cubans.  The  girls  at  Havana's  Tropi- 
cana  night  club,  preserved  in  all  its 
open-air  glory,  were  given  new  tights 
for  the  celebration.  Fidel's  speech 
contained  the  usual  complaints  about 
imperialist  (even  "barbarian,  Nazi- 
Fascist,  blackmailer")  Yanquis,  but 
his  heart  wasn't  in  it.  He  talked  only 
90  minutes,  a  short  chat  for  Fidel,  and 
he  had  nothing  new  to  say. 

The  terms  for  Fidel  to  make  his 
peace  with  the  U.S.  are  well  known: 
Call  the  troops  back  from  Africa,  stop 
subversion  and  arming  radicals  in  Lat- 
in America.  On  this  the  U.S.  can  be 
expected  to  remain  inflexible — and 
rightly  so.  But  if  Fidel  were  to  bend, 
he  would  stand  to  gain  a  lot:  the  end  of 
the  U.S.  economic  blockade,  and 
trade  that  would  breathe  a  little  life 
into  Cuba's  moribund  economy.  Ru- 
mors abound  in  Washington  these 
days  that  a  Castro-Reagan  deal  is 
quite  possible  after  the  U.S.  elections. 
There  are  plenty  of  reasons  Castro 
wouldn't  or  couldn't  meet  Washing- 
ton's terms.  But  it  is  also  true  that  he 
is  fast  running  out  of  rope.  ■ 


Nobody  loves  you  when  you're  old  and  gray 


Sugar  is  still  about  the  only  thing 
the  Cubans  produce — unless 
you  count  the  soldiers  Fidel  ex- 
ports to  places  like  Angola,  Ethio- 
pia and  South  Yemen — though  Fi- 
del once  vowed  to  break  the  hold  of 
that  colonial  crop.  Now  it  ac- 
counts for  85%  of  Cuba's  trade, 
against  80%  prerevolution.  The  7- 
cents-a-pound  world  price  is  below 
Cuba's  production  cost.  The  fish- 
ing fleet  Fidel  ordered  arrived  be- 
fore 200-mile  limits  were  estab- 
lished to  keep  out  the  likes  of  Cu- 
bans. In  any  case,  most  of  the  fish 
goes  to  Russia  and  other  Eastern 
bloc  countries.  The  other  major  ex- 


//  didn 't  work 


port,  nickel,  is  in  world  surplus, 
while  Cuba's  rising  citrus  output  is 
taken  by  Eastern  bloc  nations,  and 
its  tobacco  output  is  quite  small. 

Fidel  has  no  way  to  repay  Cuba's 
Western  debt  of  $3.4  billion,  in- 
cluding $1.8  billion  to  banks  with 
$130  million  due  this  year.  Hence 
ail  that  embarrassing  talk  about 
rescheduling.  Most  governments 
also  cut  off  export  credits,  so  sup- 
pliers sell  to  Cuba  at  their  own 
risk.  Cuba  received  small  credits 
from  Spain  and  France  and  a  nomi- 
nal one  from  Mexico  in  1983,  but 
that  was  all.  Even  the  once-admir- 
ing Swedes  aren't  offering  their 
usual  aid. 

But  Cuba  needs  Western  im- 
ports, medicines  and  parts  for  its 
sugar  mills,  for  example,  to  sustain 
any  hope  of  economic  growth.  The 
1981-85  national  plan  had  aimed  to 
mcrease  that  noncommunist  share 
of  trade  to  31%  from  the  planned 
20%.  But  Western  imports  since 
1982  have  been  severely  cut  and 
are  expected  to  be  around  12%  to 
14%  of  the  total  this  year. 

Cuba  is  also  heavily  in  debt  to 
the  Soviet  Union  through  a  15- 
year,  $8  billion  aid  package,  with 
the  first  payment  due  in  1986.  No- 
body expects  even  a  5-centavo 
piece  to  be  called,  but  it  adds  to  the 
pressure. 

If  the  economy  is  beating  Fidel, 
so  are  the  Yanquis  politically: 
Grenada  snatched  away  by  Rea- 
gan's paratroopers  and  Marines;  Fi- 
del's former  ambassador  to  the  is- 
land jailed  for  ineptitude;  his  big 
embassy  booted  from  Suriname  on 
the  South  American  coast;  and 
anti-Cuban  rebels  advancing  in 
Angola,  his  African  base. 

There  are  reports  that  Fidel  is 
vexed  by  his  Russian  leash.  He  has 
complained  openly  that  the  Rus- 
sians involved  Cuba,  unasked,  in 
the  1962  missile  crisis,  and  the  re- 
cently appointed  Russian  ambassa- 
dor, who  drives  around  Havana  in  a 
shiny  black  capitalist  Mercedes, 
was  received  correctly  but  without 
fanfare.  But  this  kind  of  talk  isn't 
new,  and  friendly  gestures,  like 
those  in  the  Carter  Administra- 
tion, led  to  nothing.  The  fact  is 
that  Fidel  is  boxed  in,  has  little 
freedom  of  action,  his  old  glory 
threadbare  and  faded. — H.B. 
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Change  is  in  the  wind  for  agricultural 
price  supports.  How  do  we  know?  Some 
farmers  want  to  reduce  them. 


Invisible  hand 
slaps  farmer 


By  Jeff  Blyskal 


We're  going  to  have  to  slug 
it  out  with  our  foreign  com- 
petitors to  recapture  that  lost 
business."  This  time  it's  not  an  auto- 
man  or  a  steelman  talking  but  a  farm- 
er. Try  Knud  Grosen,  who  owns  a 
1,900-acre  wheat  farm  in  Big  Sandy, 
Mont.  Grosen  is  being  undercut  by 
Argentines  and  others  on 
wheat,  and  he  doesn't  like 
it  one  bit. 

Is  Grosen  screaming  for 
more  help  from  Washing- 
ton? Quite  the  contrary. 
He  has  a  lot  of  ideas,  but 
one  stands  out,  consider- 
ing the  source:  "Reduce 
price  supports."  Grosen  is 
not  some  isolated  yahoo. 
He  is  president  of  the 
Montana  Grain  Growers 
Association,  which  has 
3,000  members  and  is  re- 
garded as  something  of  a 
leader  in  the  60,000-mem- 
ber  National  Association 
of  Wheat  Growers.  Other 
farmer  associations,  like 
the  3.3  million-member 
American  Farm  Bureau 
Federation,  the  largest 
farm  organization  in  the 
country,  are  also  consider- 
ing seeking  farm  price- 
support  reductions. 

Why  do  farmers  like 
Grosen  want  lower  price 
supports?  Simple  As 
much  as  80%  of  Mon- 
tana's annual  harvest  is 
sold  outside  the  U.S., 
where  it  must  compete 
with  foreign  wheat.  U.S. 
farmers  have  already  lost 
considerable  world  mar- 


ket share,  especially  in  corn  and 
wheat.  U.S.  share  of  wheat  and  flour 
sales  has  dropped  from  near  50%  in 
1981-82  to  38%  now.  We  own  only 
61%  of  the  corn  market  now,  vs.  72% 
in  1979-80. 

A  new  farm  bill  is  coming  up  in 
1985.  Federal  spending  for  farm  pro- 
grams rose  from  $4  billion  in  fiscal 
1981  to  $20  billion  in  fiscal  1983. 


That  doesn't  even  include  the  distri- 
bution of  $9.4  billion  of  commodities 
in  the  Payment-In-Kind  program. 
Most  complaints  about  this  scale  of 
spending  have  come  from  urban  con- 
gressmen and  certain  ideologically 
pure  conservatives.  Farmer  lobbies 
have  had  little  trouble  overcoming 
this  kind  of  opposition.  But  the  new 
mood  among  farmers  themselves  has 
been  noted  in  Washington.  Agricul- 
ture Secretary  John  Block,  being  of  the 
free-the-marketplace  Reagan  Admin- 
istration, is  quick  to  jump  on  this 
bandwagon:  "The  agricultural  com- 
munity has  come  to  realize  how  im- 
portant the  international  market  is." 

The  intent  of  supports,  first  insti- 
tuted in  the  1930s,  when  wheat  went 
for  as  little  as  10  cents  a  bushel,  is  to 
protect  U.S.  farmers  from  sharp  turns 
in  the  market.  But  the  effective  price 
the  government  will  pay  the  farmer 
for  his  crop  also  acts  as  a  market  floor 
for  exports.  Thus  the  support  prices 
enable  foreign  producers  to  price  un- 
der those  support  levels  and  sell  every 
bushel  of  wheat  they  have  available. 
The  result:  too  much  grain  produced 
for  sale  here  despite  acreage  restric- 
tions; not  enough  available  at  a  price 
that  will  be  paid  abroad. 
The  strong  dollar  has  also 
hurt,  in  effect  raising  U.S. 
grain  prices  even  higher. 

Grosen  again:  "We've 
been  cutting  back  produc- 
tion, and  countries  like 
Argentina  and  Canada 
have  been  increasing  their 
production  to  fill  the 
gap."  Canada  has  put  in 
6.4  million  new  acres  of 
wheat  in  the  last  several 
years.  Australia  has  gone 
from  1.8  million  acres  of 
feed  grain  (corn,  barley, 
oats)  in  1982  to  2.4  mil- 
lion last  year. 

Can  U.S.  farmers  make 
a  living  if  world  prices 
drop?  The  answer  depends 
on  the  farmer.  It  costs 
anywhere  from  below  $2 
to  about  $4  to  produce  a 
bushel  of  com  and  be- 
tween $3  and  $6  for  a 
bushel  of  wheat.  That  in- 
cludes everything — ma- 
chinery, labor,  variable  in- 
puts and,  the  most  vola- 
tile factor,  land.  Most  of 
the  volume  probably  falls 
into  a  big  bubble  near  the 
bottom  of  the  cost  curve: 
farmers  with  large,  effi- 
cient tracts  and  smaller 
operations  who  paid  off 
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their  mortgages  years  ago.  But  there  is 
a  smaller  bubble,  bigger  in  number  of 
farmers  than  in  volume  of  output,  at 
the  high  end  of  the  curve.  Most  of 
these  are  people  who  got  into  business 
and  leveraged  themselves  to  the  eye- 
teeth  just  as  interest  rates  went 
through  the  barn  roof.  They  also  in- 
clude outfits  so  small  as  to  have 
wasteful  diseconomies  of  scale. 
Which  is  why  last  month  the  Nation- 
al Association  of  Wheat  Growers  an- 
nual convention  in  Denver  put  aside 
for  further  consideration  several  pro- 
posals, one  of  which  would  cut  the 
government  floor  on  wheat  to  $2  from 
$3.30.  What  is  important  is  that  farm- 
ers were  talking  about  a  cut  at  all. 

Nor  are  those  backing  lower  price 
floors  necessarily  fat  cats.  The  so- 
called  corporate  farmer — usually  the 
most  efficient — is  generally  a  family, 
incorporated  much  like  your  local 
hardware  store  or  grocery.  Some  95% 
of  U.S.  farms  are  family  owned,  in- 
cluding most  of  the  corporate  farms. 

About  12%  of  today's  farms  market 
two-thirds  of  all  agricultural  prod- 
ucts, and,  of  the  12%,  seven  out  of 
eight  are  family  farms.  They  make  a 
nice  living  at  it,  thank  you — an  aver- 
age $65,000  annual  family  income, 


The  most  productive 
farmers  make  a  nice  living, 
thank  you — an  average 
$65,000  annually,  well 
above  the  U.S.  average. 


well  above  the  U.S.  average.  But  what 
about  the  rest?  Another  60%  of  farms 
account  for  10%  of  the  crop.  But  these 
are  almost  sidelines.  Of  their  owners' 
income,  83%  comes  from  other  em- 
ployment. It's  the  remaining  28%  of 
farmers,  accounting  for  a  quarter  of 
production,  who  are  hurting.  They  de- 
pend on  the  farm  for  60%  of  their 
income.  This  group  could  be  badly 
hurt  by  lower  supports. 

What  are  the  political  realities? 
Kansas  Senator  Robert  Dole,  who 
heads  the  Senate  Finance  Committee, 
cautions  that  there  are  as  many  solu- 
tions to  the  problems  of  price  sup- 
ports, world  competition  and  farmer 
needs  as  there  are  farmers.  "The 
whole  thing  is  up  for  grabs,"  he  told 
Forbes,  "but  farmers  are  realistic. 
Most  farmers  in  my  state  say  it's  time 
for  farm-state  senators  and  congress- 
men to  be  responsible  and  cut  the  cost 
of  programs."  The  nightmare  of  price 
supports,  then,  is  far  from  finished, 
but  it  is  clear  they  are  no  longer  the 
sacred  cow  they  once  were.  ■ 


InDublin 


SHELBOURNE  HOTEL 


Ireland's  most  palatial  hotel  rides  like  a  swan  beside  the  largest 
of  Dublin's  great  squares:  St.  Stephen's  Greea  An  elegant  Victorian  mood. 
Rare  comfort  and  service  and  award-winning  cuisine. 
"Magnificently  conducted'  was  Thackeray's  verdict  in  1843. 
What  will  you  write  in  the  Visitor's  Book? 

ATrusthouse  Forte  Exclusive  Hotel 

Ihj  'JhtfeadingWotelsofthtfWoHd* 

For  reservations  call  212  541  4400  or  Dublin  766471. 
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A  Mercedes  is  a  fair  bargain  here,  not 
because  German  costs  are  low,  but  because 
the  dollar  is  much  too  high.  Good  for  U.S. 
tourists.  Bad  for  U.S.  workers. 

Is  the  snake 
an  answer? 


By  Geoffrey  Smith 

As  recently  as  1980  a  dinner  for 
two  at  Paris'  Tour  d 'Argent 
i  would  have  cost  an  American 
visitor  around  $200.  Even  with 
France's  high  inflation  rate,  the  same 
dinner  today  costs  $120.  What  makes 
this  fancy  restaurant  relatively  cheap 
for  Americans  is  the  strength  of  the 
dollar.  In  1980  a  U.S.  dollar  bought 
only  4  French  francs.  In  1984,  8.6. 

But  what's  good  for  the  American 
tourist  hasn't  been  good  for  American 
industry.  Take  Japanese  automobiles. 
Honda  sells  its  cars  in  the  U.S.,  in- 
cluding dealer  premium,  for  double 
what  it  charges  in  Japan,  and  even 
with  the  doubling  the  cars  still  seem 
reasonably  priced  when  compared 
with  American  products. 

Today's  distended  exchange  rates 
virtually  subsidize  the  sale  of  foreign 
products  to  U.S.  markets.  How  does 
this  work?  Simple.  Say  it  costs  5,000 
deutsche  marks  to  manufacture 
something  and  to  ship  it  from  West 
Germany.  When  the  DM  was  at  60 
cents,  the  manufacturer  needed  to 
charge  $3,000  in  the  U.S.  to  break 
even.  But  with  the  DM  at  36  cents,  as 
it  has  been  recently,  the  German 
manufacturer  breaks  even  at  $1,800. 
At  the  old  price  of  $3,000  he  makes  a 
hefty  profit.  It  isn't  that  German 
goods  have  become  cheaper  to  make 
but  that  a  dollar  now  buys  a  lot  more 
DM.  That  gives  the  Germans  an  artifi- 
cial advantage. 

In  the  controversial  Economic  Report 
of  the  President  released  on  Feb.  2, 
Council  of  Economic  Advisers  Chair- 
man Martin  Feldstein  quantified  the 
problem:  "The  market  regards  the 
dollar  as  currently  being  about  32% 
above  its  long-run  real  value."  Wha' 


about  supply  and  demand?  Won't  it 
bring  about  a  readjustment  to  more 
realistic  levels?  Says  Feldstein:  "To 
judge  by  past  experience  ...  it  could 
be  as  long  as  ten  years  before  the  dol- 
lar returns  to  its  long-run  value." 

Ten  years?  Tell  that  to  the  busi- 
nessman doing  business  overseas.  Lis- 
ten, for  example,  to  General  Electric 's 
Chief  Economist  Walter  Joelson:  "Ba- 


Japan  s  Nakasone  and  America 's  Reagan 
Breakthrough  in  November. 


sically,  anybody  who  is  not  just  a  day- 
dreamer  is  very,  very  unhappy  with 
the  current  exchange  rate  situation." 
Adds  Ingersoll-Rand's  director  of  in- 
ternational operations,  George  Liney: 
"This  serious  overvaluation  of  the 
dollar  is  rapidly  and  effectively  dein- 
dustrializing  major  portions  of  U.S. 
industry.  The  recovery  cannot  be  sus- 
tained if  this  continues." 

Why  isn't  somebody  doing  some- 
thing? Why  doesn't  the  U.S.  cut  some 
kind  of  deal  with  its  trading  partners? 
Or  why  not  simply  have  the  Fed  flood 
the  market  with  dollars?  There  is  a 
major  split  in  the  Reagan  Administra- 
tion on  economic  policy.  Treasury 
Secretary  Donald  Regan  and  Treasury 
Under  Secretary  for  Monetary  Affairs 


Beryl  Spnnkel  are  allout  free-market 
partisans.  On  the  other  hand,  Office  of 
Management  &  Budget  Director  Da- 
vid Stockman,  Senate  Finance  Com- 
mittee Chairman  Robert  Dole,  Com- 
merce Secretary  Malcolm  Baldrige 
and  many  mainstream  economists 
agree  with  Feldstein  that  the  problem 
is  deadly  serious. The  President  is,  at 
the  moment,  supporting  the  Regan- 
Sprinkel  view. 

Meanwhile  U.S.  industry  faces  the 
music,  and  it  is  an  unpleasant  tune. 
Ingersoll-Rand's  Liney  testified  before 
a  Senate  subcommittee  last  July  that 
his  company's  internal  studies  sug- 
gest that  in  the  industrial  equipment 
industry  foreign  factories  have  as 
much  as  a  58%  cost  advantage  over 
the  U.S.  in  machinery.  This  is  primar- 
ily because  of  exchange  rates.  "The 
dollar  overvaluation  is  costing  the 
U.S.  very  dearly,"  says  former  IMF 
Deputy  Director  Frank  Southard. 
"We're  losing  markets  I  don't  think 
we're  ever  going  to  get  back." 

Italian-bom  Paul  Oreffice,  presi- 
dent of  Dow  Chemical,  agrees:  "Our 
trade  balance  is  a  disaster,  and  it's 
going  to  get  exponentially  worse  if  the 
dollar  doesn't  turn  around  soon." 

Nor  are  Americans  the  only  victims 
of  the  strong  dollar.  Debtor  countries 
like  Brazil  and  Mexico,  which  have 
most  of  their  debt  denominated  in 
dollars,  are  also  hard  hit  because  they 
must  pay  in  dollars  that  get  more 
costly  by  the  week. 

What's  puzzling  is  that,  according 
to  past  experience,  overvaluation 
should  be  self-correcting.  History 
teaches  that  whenever  a  country  has  a 
significant  trade  deficit,  as  we  do  at 
the  moment,  its  currency  should  drop 
in  value  relative  to  those  of  other 
countries  as  the  demand  for  its  prod- 
ucts declines. 

Why  isn't  the  automatic  mecha- 
nism working?  The  answer  is  simple 
if  the  solution  is  not:  Foreigners  chief- 
ly want  dollars  today,  not  to  buy 
American  goods,  but  to  buy  U.S.  as- 
sets. In  economic  jargon,  the  empha- 
sis has  shifted  from  transaction  de- 
mand to  asset  demand. 

So,  what  happens  is  this:  Even 
though  transaction  demand  for  dol- 
lars decreases  with  the  rising  cost  of 
U.S.  goods,  the  asset  demand  for  dol- 
lars continues  to  grow. 

The  demand  for  dollar  assets  is  trig- 
gered mainly  by  two  things:  by  our 
high  interest  rates  (the  highest  in  real 
terms  in  the  industrialized  world)  and 
by  the  impression  that  the  U.S.  is  the 
safest  haven  around  for  money.  The 
latter  impression  is  strengthened  by 
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AIR  FRANCE  PREMIERE: 
WHERE  MICHEL  MARTIN'S  CREATIONS  SOAR. 


We  want  you  to  know  the 
man  who  lavishes  such  care 
on  the  selection  and  prepara- 
tion of  the  outstanding  cui- 
sine and  French  wines  served 
in  Air  France  Premiere. 

He's  Michel  Martin  of  Mon- 
targis,  France,  and  he's  our 
master  chef  for  all  flights  from 
the  United  States. 

A  member  of  the  Cordon 
Bleu  and  Academie  Culinaire 
de  France,  Chef  Martin  has' 
won  more  culinary  awards 
than  even  he  can  remember. 

The  man  is  a  perfectionist. 
Your  meal  must  not  look  or 
taste  like  airline  food.  And  it 
must  be  served  as  it  would  be 
in  any  of  the  great  French  res- 
taurants he's  presided  over  on 
both  sides  of  the  Atlantic. 

So,  even  though  you're 
miles  above  the  Atlantic,  you 
find  your  dining  table  being 
covered  in  linen,  and  set  with 
Limoges  and  silver. 

Michel  Martin  gives  his  un- 
divided attention  to  the 
presentation,  appearance 
and  substance  of  your  meal. 

And  Air  France  gives  that 
same  kind  of  attention  to 
every  other  detail.  From  the 
luxurious  Jet  Sleeper  seat  to 
the  expanse  of  your  personal 
space,  the  sumptuousness 
of  Air  France  Premiere 
makes  the  difference. 


AIR  FRANCE  S//S 

WE'RE  AIMING  EVEN  HIGHER 


With  communications  and  information 
processing  converging  into  one  industry, 
which  Information  Technology  company 
has  the  broadest  base  in  both? 


For  your  infer  matioi 


c  1984.  Harris  Corporation,  Melbourne,  Florida  32919 


Why  are  all  of  these  companies, 
which  used  to  be  so  different,  now 
trying  to  look  so  much  alike? 

What  is  happening  is  a  phenomenon 
called  convergence.  Simply  put,  it 
means  the  communications  indus- 
try and  the  information  processing 
industry  are  becoming  one:  the 
InformationTechnology  industry. 
And,  companies  which  once  special- 
ized in  computers  or  telephones  are 
now  rushing  to  broaden  their  capa- 
bilities and  product  lines. 


The  best  of  both  worlds. 

There's  one  company  that's  been 
working  on  this  convergence  for  a 
long  time.  A  company  which  has  de- 
veloped a  broad  base  of  technology 
and  products  in  both  communica- 
tions and  information  processing. 
And  which  has  been  providing  these 
products  to  corporations  across  the 
nation  and  governments  around  the 
world  for  the  past  25  years.  Every- 


thing from  super-mini- 
computers to  microwave 
networks,  word  processors 
to  digital  telephones  and 
PBXs,  DDP  systems  to 
satellite  and  lightwave  net- 
works. And  much  more. 

A  company  that  is  using 
its  technology  to  bring 
the  world  not  just  state- 
of-the-art  products,  but 
totally  integrated  systems 
and  networks.  To  serve  the 
growing  need  for  increased  effi- 
ciency and  productivity  in  the  new 
Information  Society. 

As  you  might  expect,  this  is  a  com- 
pany that  is  playing  a  major  role  in 
setting  the  pace  and  direction  of 
the  fast-moving  InformationTech- 
nology industry.  But  as  you  might 
not  expect,  it's  a  company  you  have 
heard  little  about.  Until  now. 

(J)  HARRIS 


ur  name  is  Harris. 


$afe  haven 


A  steadily  worsening  balance  of  trade  such  as  the  U.S.  has  been  showing 
in  recent  years  (chart  at  left)  historically  triggers  a  drop  in  that  nation's 
exchange  rate  because  of  the  declining  demand  for  its  products.  Instead; 
the  dollar  has  been  soaring  (chart  at  right).  That's  because  demand  for 
the  dollar  has  shifted  from  transaction  demand  to  asset  demand.  Foreign- 
ers want  high  U.S.  real  interest  rates  and  they  want  to  keep  their  money 
in  a  country  they  regard  as  a  safe  haven  in  an  uncertain  world. 


Manufactured  goods  trade  balance  (Sbillions) 
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the  way  many  foreign  countries  mis- 
manage their  affairs.  Francois  Mitter- 
rand's socialist  experiments  in  France 
are  a  prime  example. 

There  is  nothing  more  imprudent 
than  to  try  predicting  future  exchange 
rates.  Nevertheless,  there  are  a  lot  of 
reasons  to  think  the  dollar  will  re- 
main overpriced.  With  a  huge  federal 
deficit  and  a  pent-up  demand  for  cap- 
ital, U.S.  interest  rates  are  likely  to 
stay  high,  giving  foreigners  an  incen- 
tive to  keep  buying  dollars  in  order  to 
invest  or  lend  them.  This,  if  high  in- 
flation does  not  cripple  the  real  inter- 
est rates  as  in  the  late  Seventies. 

The  dollar  is  strong  for  yet  another 
reason:  It  is  the  oil  that  lubricates 
international  trade.  It  is  the  only  cur- 
rency in  large  enough  supply  to  ac- 
commodate the  liquidity  demands  of 
a  world  where  trade  has  expanded  be- 
yond anyone's  dreams.  Roughly  two- 
thirds  of  the  world's  business  is  done 
in  dollars.  So  a  world  economic  recov- 
ery means  an  increased  demand  for 
dollars.  If  in  the  meantime  the  growth 
of  the  U.S.  money  supply  is  held 
down,  as  Paul  Volcker  has  been  hold- 
ing it,  there  is  almost  a  guaranteed 
overpriced  dollar. 

How  did  we  get  into  this  mess?  By 
cutting  the  last  ties  between  money 
and  gold.  In  1971  the  U.S.  ceased  re- 
deeming with  gold  the  dollars  held  by 


Exchange  rates  =  100  average  1976-77 

Note:  U.S.  figures  are  based  on 


Source:  Department  of  Commerce 


foreign  central  banks,  closing  the  gold 
window.  Why  did  Nixon  do  so?  Be- 
cause the  dollar  was  by  then  so  over- 
valued that  the  U.S.  was  rapidly  los- 
ing gold  reserves.  Under  those  cir- 
cumstances, floating  exchange  rates 
looked  like  the  solution.  If  every 
country  were  to  have  the  freedom  to 
select  its  own  economic  policies 
without  regard  for  those  of  others, 
then  the  free  market  should  deter- 
mine relative  currency  values. 

Sounds  logical.  Why  hasn't  it 
worked?  Because  no  one  foresaw  that 
countries  would  follow  the  sharply 
divergent  policies  that  they  have.  No 
one  foresaw  how  sound  economic 
policies  in  the  U.S.  and  unsound  ones 
abroad  would  make  the  U.S.  look 
more  attractive  for  foreign  invest- 
ment. "Misalignments  have  been 
about  as  large  under  floating  as  they 
were  in  the  breakdown  stage  of  the 
Bretton  Woods  system,"  says  John 
Williamson  of  Washington's  Institute 
for  International  Economics. 

Certainly  no  one  is  very  happy  with 
the  present  system,  recognizing  it  at 
last  for  what  it  is,  a  game  no  one  can 
win.  Because  foreign  products  have 
such  an  advantage  over  U.S.  products 
in  our  own  market,  there  is  fierce 
squabbling  about  unfair  trade  prac- 
tices in  steel,  agricultural  products 
and  even  in  sporting  goods.  Foreign 


governments  also  complain  that  high 
U.S.  interest  rates  are  sucking  in  huge 
amounts  of  their  hard-earned  invest- 
ment capital.  "Our  economic  rela- 
tions with  Europe  are  as  turbulent  as  I 
can  remember  them  in  the  nearly  30 
years  I  have  been  associated  with  Eu- 
ropean affairs,"  George  Vest,  U.S.  am- 
bassador to  the  European  Communi- 
ty, declared.  Says  Dow's  Paul  Oref- 
fice:  "At  Williamsburg  last  May  it 
seemed  as  if  most  of  our  European 
friends  wanted  to  talk  about  some 
kind  of  new  monetary  arrangement." 

The  question  is:  What  do  we  do 
about  it?  A  lot  of  smart  people  think 
we  need  to  face  the  fact  that  the  float- 
ing exchange  rate  system  the  world 
has  been  on  since  1973  doesn't  work, 
and  that  the  most  attractive  (in  the 
sense  of  least  ambitious)  alternative  is 
a  system  like  the  European  Monetary 
System.  This  is  the  famous  "snake," 
so  called  because  the  currencies  wrig- 
gle within  a  narrow  target  zone. 

In  layman's  language,  "super- 
snake,"  if  you  will,  would  be  an  agree- 
ment to  keep  exchange  rates  for  major 
currencies — at  least  the  yen,  dollar 
and  DM — roughly  equal  in  purchas- 
ing power.  The  exchange  rates 
wouldn't  be  rigidly  fixed  but  would 
move  within  agreed  limits,  say  10% 
on  either  side.  This  would  be  done  by 
coordinated  intervention  by  the  cen- 
tral banks,  should  any  currency  break 
out  of  the  snake's  skin.  Regulation 
would  be  by  means  of  regular  meet- 
ings among  central  bankers,  say 
monthly,  which  would  also  seek  to 
coordinate  economic  policies — some- 
thing the  gold  standard  did  perhaps 
too  automatically. 

Various  thoughtful  proposals  for 
such  a  target-zone  system  have  been 
advanced  by  such  men  as  former  Trea- 
sury Under  Secretary  Robert  Roosa, 
now  a  partner  at  Brown  Brothers  Har- 
riman,  by  former  International  Mone- 
tary  Fund  Deputy  Director  Frank 
Southard,  former  Federal  Reserve 
Board  Chairman  William  McChesney 
Martin  and  former  IMF  Managing  Di- 
rector Johannes  Witteveen. 

The  Reagan  Administration  re- 
mains uninterested  in  such  proposals. 
Under  the  aegis  of  Beryl  Sprinkel, 
Treasury  says  it  does  not  believe  the 
dollar  is  overvalued.  Nor  does  it  be- 
lieve monetary  intervention  works.  It 
sees  exchange  rate  difficulties  as 
symptoms  of  underlying  economic 
problems,  but  not  causes  of  such  prob- 
lems. But  there  is  growing  pressure 
from  Congress  to  do  something  to 
help  U.S.  industry.  Because  of  this 
pressure,  President  Reagan  leaned  on 
the  Japanese  when  he  met  with  Prime 
Minister  Yasuhiro  Nakasone  in  To- 
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All  over  the  country,  CENTURY  21  Invest- 
ment Professionals  are  showing  thoughtful 
investors  how  the  knowledge  and  resources  of 
the  world's  largest  real  estate  sales  organization 
can  help  them  realize  the  potential  income  and 
tax-advantaged  benefits  of  real  estate  investment. 

We're  explaining  how  tax  laws  favor  invest- 
ments in  real  estate.  How  few  other  invest- 
ments—whether stocks,  CD's,  money  funds  or 
precious  metals— can  offer  the  rich  tax  advan- 
tages of  real  estate.  And  how  investing  in  real 
estate  through  a  CENTURY  21  office  can  be  an 
indispensable  part  of  any  well-rounded  invest- 


ment plan.  They're  also  pointing  out  how  it 
takes  less  money  than  people  think  to  get  into 
real  estate  investing  and  how  a  CENTURY  21 
Investment  Professional  can  often  handle  the 
management  of  any  property  invested  in. 

To  learn  more  about  how  your  local 
CENTURY  21  Investment  Professional  can 
help  you  get  into  real  estate,  just  call.  And  put 
YES  back  into  your  investment  portfolio. 

Call  toll-free  1-800-228-3311. 

In  Nebraska,  call  1-800-642-8788. 

In  Alaska  and  Hawaii,  call  1-800-862-1100. 
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kyo  last  November. 

The  Japanese  agreed  to  several  im- 
portant steps,  such  as  agreeing  to  sell 
yen  denominated  bonds  in  New  York, 
as  a  way  to  open  their  domestic  cap- 
ital markets.  This  further  opening  of 
the  Japanese  market — a  slow  process 
that  began  a  decade  ago— will  make  it 
easier  for  foreigners  to  invest  in  Japan, 
thus  increasing  demand  for  yen  and 
making  the  Japanese  currency  dearer 
in  terms  of  the  dollar.  By  enabling 
foreigners  to  sell  securities  and  bor- 
row m  Japan;  the  opening  should  help 
r  use  interest  rates  in  Japan. 

A  year  ago  FORBES  drew  attention  to 
the  tact  that  low  interest  rates  and  a 
closed  capital  market  gave  the  Japa- 
nese a  huge  advantage  (Feb  28,  1983)- 
To  t  all  a  yen  a  ye  n,  Japan  has  been, 
and  to  an  extent  still  is,  playing  the 
world  economic  game  with  the  insu- 
lated monetary  system  of  a  develop- 
ing country;  winch  it  by  no  means  is. 
With  closely  managed  capital  mar- 
kets that  keep  interest  rates  down,  the 
Japanese  government  lias  been  able  to 
ration  cheap  money,  favoring  the  big 
export  trading  firms  that  spend  heav- 
ily on  the  latest  plant  and  equipment 

The  further  opening  of  the  capital 
markets  was  a  little  heralded  but  im- 
portant victory  for  the  U.S.  It  was  also 
a  confession  by  the  Administration 
that  it  could  not  remain  indifferent  to 
the  exchange  rate  problem.  There  ad- 
judications that  Walter  Mondalc  may 


make  an  issue  out  of  exchange  rates  in 
the  presidential  elections,  as  part  of 
Ins  call  for  reindustrialization.  Should 
he  do  so,  President  Reagan  could  de- 
lust'  the  issue  by  compromising  on  his 
current  laissez-faire  attitude  toward 
exchange  rates. 

Would  an  international  snake 
work?  Isn't  there  a  danger  the  sheer 
volume  of  speculation  would  swamp 
the  central  banks  if  they  tried  to  stabi 
lize  the  situation f  Proponents  of  the 
snake  argue  that  central  bankers 
would  simply  have  to  determine  how 
much  of  a  signal  it  takes  to  frighten 
currency  traders  into  believing  the 
central  banks,  in  concert,  are  throw- 
ing their  weight  against  a  market  that 
is  rising  or  falling  too  fast  and  intend 
to  continue  doing  so.  Since  currency 
traders  necessarily  are  highly  lever- 
aged and  can  therefore  quickly  lose- 
big  when  the  market  turns  against 
them,  it  might  not  require  as  much 
intervention  as  some  Reagan  Admin- 
istration officials  (ear. 

Implicit  in  the  current  situation  is 
yet  another  danger  besides  the  dam- 
age to  U.S.  industry.  In  today's  vola- 
tile currency  markets,  what  goes  way 
up  can  also  go  way  down.  People  seem 
to  have  forgotten  what  happened  in 
the  late  1970s  when  the  dollar  was 
sinking,  when  lew  Americans  could 
travel  abroad  and  when  self-righteous 
Europeans  were  lecturing  us  on  our 
wasteful  ways.  In  short,  a  dollar  that 


can  be  greatly  overvalued  can  sudden- 
ly go  in  the  other  direction,  with  di- 
sastrous results.  Remember,  the  out- 
side world  keeps  roughly  80%  of  its 
monetary  reserves  in  dollars.  For  a 
while,  at  least,  there  could  be  a  flight 
from  the  dollar  into  DM,  gold,  land, 
oil  paintings  and  antiques — the  sort 
that  occurred  during  the  Carter  Ad- 
ministration when  the  real  interest 
rate  fell  because  of  high  inflation.  "If 
people  saw,  or  got  the  feeling,  that  the 
deficit  really  would  be  cut  and  inter- 
est rates  lowered,  you  would  see  a 
10%  to  15%  weakening  of  the  dollar 
virtually  overnight,"  says  one  curren- 
cy expert.  "I've  watched  the  numbers 
move.  I  know  it's  possible." 

In  a  more  logical  world,  the  nations 
would  get  together  and  agree  on  some 
kind  of  return  to  gold  as  a  means  of 
introducing  discipline  into  the  situa- 
tion. In  a  better-ordered  world,  the 
U.S.  would  bring  its  budget  into  better 
balance,  thus  lowering  interest  rates 
here  and  making  the  dollar  less  attrac- 
tive. But  the  world  isn't  very  logical  or 
very  ordered,  and  few  nations  today 
would  accept  that  discipline.  So,  un- 
less market  forces  intervene  soon  to 
reverse  the  upward  trend  of  the  dollar, 
the  Reagan  Administration  may  have 
to  act  against  its  own  reluctance.  The 
snake,  only  a  relatively  timid  mea- 
sure, might  be  the  easiest  step  to  take 
toward  checking  the  seemingly  inexo- 
rable rise  of  the  dollar.  ■ 


Hedging  the  dollar 


In  the  1970s  it  would  have  taken 
an  entire  month  to  see  the  kuul 
of  currency  exchange  rate  volatil- 
ity we  now  see  overnight,"  says 
Ronald  Liesching,  Chase  Manhat- 
tan's manager  ol  currency  options. 

"Foreign  dealers  have  canceled 
Orders,"  says  Nicholas  Colaciello, 
finance  manager  of  General  Mo 
tors'  U.S.  export  operations.  "Nat 
mally,  they  want  to  be  able  to  tell 
thru  customers  what  the  cars  are 
actually  going  tO  COSt,  and  (hey 
also  want  to  know  what  kind  ol 
profit  i  largin  they  are  going  to 
make  "  Her  about  a  25%  drop  m 
U.S.  expi  ales  in  the  last  two  years,  CM  now  plans 
to  start  guaranteeing  exchange  rates  m  selected  coun- 
tries for  up  to  15  days  lor  foreign  dealers 

To  min  :e  currency  translation  and  transaction 
risk,  tobaci  giant  R.J.  Reynolds  spent  hundreds  of 
thousands  I, 'liars  m  late  1982  setting  up  a  com- 
panywide  gl<  micncy  trading  headquarters  in  Ge- 
neva to  moni  I  offset  its  exposures  through  hedg- 
ing and  intei i       iny  borrowing 

What  is  a  problem  lor  people  doing  business  abroad  is 
an   Opportunit)        ide   Of   gold   for   speculators  and 


Trading  dollar  full  ires  on  the  Chicago  Mercantile  Exchange 
A  currency  trading  seat  is  up  from  $8,700  to  $200,000  since  1973. 


brokers.  On  the  Chicago  Mercantile  Exchange's  Inter- 
national Monetary  Market,  where  currency  futures 
have  been  traded  since  1972,  seats  that  sold  for  as  low 
as  $8,700  in  1973  have  recently  gone  for  up  to 
$200,000.  Contract  volume  has  been  growing  at  a  com- 
pound annual  rate  of  40%.  New  types  of  contracts  arc 
popping  up  all  the  time.  The  latest  twist,  which  was 
introduced  last  month:  options  on  deutschc  mark  fu- 
tures, which  will  give  traders  the  opportunity  to  buy  or 
sell  futures  contracts,  not  the  actual  currency,  for  a  set 
price  at  a  later  date. — John  Heins 
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Replace  your  old  calculators  with 
new  Canon  calculators  this  year,  and 
you  may  never  do  it  again. 

Not  because  you  won't  want  to. 

But  because  you  probably  won't 
have  to  for  years  to  come. 

Why  are  we  so  sure? 

The  proof  is  in  the  pounding. 

Twenty  years  of  it  to  be  exact.  You 
see,  that's  how  long  we've  been  making 
professional  calculators.  And  every 
one's  been  built  to  last.  From  one 
generation  of  employees  to  the  next. 

Which  is  why  so  many  of  our 
customers  continue  to  rely  on  Canon 
calculators  as  their  companies  grow. 

So  if  you're  looking  for  calculators 
that  are  most  likely  to  stick  by  you 
through  thick  and  thin,  it's  time  you 
looked  into  ours. 

A  generation  of  improvements. 

Today's  Canon  calculators  are 
sleek  and  trim  to  save  space.  They're 


simple  to  use  to  save  time.  And  they're 
made  of  components  so  reliable 
and  durable,  they  could  save  you  a  lot  of 
headaches  in  the  long  run. 

6  new  models. 

We  keep  improving  them  too.  Take 
our  new  12-digit  printers.  We've  made 
them  faster  than  ever.  So  you  can 
compute  as  fast  as  your  nimble  fingers 
like,  without  waiting  for  the  calculator  to 
catch  up. 

Our  new  10-digit  models  not  only 
print  out  in  black,  but  in  red  as  well.  To 
help  make  proofing  less  tedious. 

Comfortably  accurate  too. 

Like  all  Canon  professional 
calculators,  our  newest  were  designed 
for  human  comfort.  With  keyboards 
angled  and  keys  weighed  and  contoured 
for  error-free  operation.  All  of  which  may 
make  your  present  and  future  employees 
hold  up  as  long  as  our  calculators. 


3o  why  not  call  us  toll-free  now. 
1-800-323-1717  Ext.  303  (In  Illinois,  call 
1-800-942-8881,  Ext.  303).  Find  out 
more  about  our  latest  generation  of 
professional  calculators.  We're  sure  you'll 
find  they'll  stand  up  to  the  biggest  test  of 
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Other  new  CP  models  include: 
CP1208D.  CP1208/CP1018D,  CP1008D,  CP1008 

Where  quality  is  the  constant  factor. 

Canon 

ELECTRONIC  CALCULATORS 

Canon  U  S  A.,  Inc..  One  Canon  Plaza  Lake  Success  NY  11042 


Our  new  Professional  Calculators 

will  be  waiting  for 
your  next  generation  of  employees. 


«  1984  Canon  U  SA  ,  Inc 


Why?  The  answer  lies  in  the 
difference  between  a  luxury  car  and 
a  premium  automobile.  The  new 
Continental  Mark  VII. 

A  premium  automobile  offers 
qualities  such  as  functional  beauty, 
and  the  kind  of  performance  and  pre- 
cise control  that's  both  rewarding  and 
reassuring  to  the  driver. 


Take  the  sleek  shape  of  this  new 
Mark  VII,  for  example.  Air  flow  over 
the  car  actually  helps  it  move  over  the 
road  more  solidly  and  quietly. 

And  there's  still  another  reason 
for  the  Mark  VII  s  remarkable  road 
manners:  electronically  controlled  air 
suspension.  This  advanced  suspen- 
sion, offered  by  no  other  car  maker, 


gives  you  a  rare  combination  of  ridin 
comfort  and  control.  It  automatically 
levels  the  car  to  compensate  for  van 
tions  in  passenger  or  luggage  load, 
that  ride  and  handling  are  unusually 
consistent. 

Inside,  it's  instantly  apparent  that 
the  Continental  Mark  VII  was 
designed  for  the  driver,  as  a  premiui 


If  all  you  re  getting  out  of  your 
luxury  car  is  luxury,  we  respectfully 
ggestyou  get  rid  of  it. 


truments  are  arranged  for  quick 
ding  of  vital  driver  information, 
ntrols  are  located  so  you  can  reach 
m  almost  without  reaching, 
["he  front  seats  themselves  are  indi- 
jally  reclining  and,  as  an  option, 
m  heated. 

\  number  of  the  Mark  VHs  other 


attributes  are  also  of  interest  to  the 
driver.  Among  them,  vented  four- 
wheel  disc  brakes.  Fuel-injected  5.0 
liter  engine.  Or  a  European-designed 
2.4  liter  turbocharged  diesel  model. 
The  new  Continental  Mark  VII  from 


incoln.  Maker  of  the  highest  quality 
luxury  cars  built  in  America?  Gome 
drive  a  premium  automobile. 

'Based  on  a  survey  of  owner-reported  problems  during 
the  first  three  months  of  ownership  of  1983  luxury  cars 

Get  it  together-buckle  up. 


THE  NEW  CONTINENTAL  MARK  VII . 


LN-MERCURY  DIVISION 


Amsterdam  used  to  be  known  for  tulips. 
Now,  thanks  to  an  overdose  of  live-and- let- 
live  progressive  thinking,  its  become 
known  for  dope  and  crime. 


In  Dutch 


By  Rosemary  Brady 


VP  isitors  to  Amsterdam,  be 
warned:  The  Snack  Corner  op- 
posite the  central  train  station 
isn't  big  on  serving  coffee.  Heroin, 
cocaine  and  spoons  are  more  profit- 
able. In  the  canal  next  to  the  station 
floats  a  city-owned  houseboat-bar 
where  locals  inhale  cocaine  and 
boiled  rum,  smoke  heroin-laced  ciga- 
rettes and  admire  prizes  stolen  from 
local  shops  and  tourists. 

"Amsterdam  is  paradise.  You  can  do 
anything  here,"  says  Eddy  Braaf,  30, 
who  runs  the  bar  in  the  packed,  smoky 
heroin  boat  and  says  he  clears  $40,000 
in  good  years  dealing  heroin  to  support 
his  own  habit.  "We  have  been  too 
tolerant,"  says  Detective  Chief  Super- 
intendent Evert  Jagerman  at  War- 
moesstraat  police  headquarters.  "We 
don't  arrest  users  of  heroin  because 
there  isn't  enough  capacity  in  the  jails. 
People  who  steal  get  sent  back  on  the 
street  again.  We  arrest  the  same  people 
over  and  over.  Sometimes  I  ask  myself, 
'How  can  we  handle  this?'  " 

It's  no  secret  the  Dutch  took  a  liber- 
al attitude  toward  drug  use  years  ago. 
Understanding  was  deemed  better 
than  punishment.  Result:  This  city  of 
tulips  and  canals  has  become  one  of 
Europe's  street  crime  capitals  as  well 
as  a  haven  for  addicts. 

For  a  city  of  750,000  the  crime  file 
is  indeed  frightening.  Muggings  have 
increased  sevenfold  since  hard  drugs 
first  gripped  the  city  in  the  early 
1970s.  Last  year  police  recorded  some 
2,500  robberies,  50,000  pickpocket- 
ings and  other  petty  thefts,  147  rapes, 
29  assaults  and  24  murders.  The  re- 
ported rapes  and  assaults  may  repre- 
sent just  20%  of  the  total,  police 
guess.  The  city's  estimated  14,000 
hard  drug  users  are  blamed  for  90%  of 
the  crimes.  True,  Amsterdam  isn't 


A  com  'entent  e  store  in  Amsterdam 
Its  business  is  drugs,  not  coffee. 

nearly  as  dangerous  as  New  York,  but 
it's  quite  a  change  for  Holland. 

In  the  Warmoesstraat  police  head- 
quarters, near  Amsterdam's  famous 
old  red-light  district,  detectives  say 
tourists  will  be  waiting  in  two-hour 
lines  in  the  summer  months  to  report 
muggings,  picked  pockets  and  as- 
saults. On  the  tough  streets,  police 
already  walk  only  in  groups  of  four. 
"At  the  train  station  there  were  an- 
nouncements in  five  languages  warn- 
ing about  crime — five  languages,"  says 
Roni  Amitai,  a  husky  young-  Israeli, 


/  h'tectii  v  <  Inef  Hi  ert  Jagerman 
"How  can  we  handle  this7" 


with  some  amazement.  A  few  hours  in 
Amsterdam  and  he  understood  the 
warnings.  A  thief  put  a  gun  to  Amitai's 
head  as  he  tried  to  ring  a  friend's  door- 
bell. "11  ost  $200,  but  I  don't  argue  with 
a  gun  at  my  head,"  he  says. 

How  did  it  happen?  In  the  flower- 
power  days  of  the  1960s  the  city 
opened  its  doors  to  rebel  youngsters; 
they  slept  in  the  main  squares  and 
hawked  hash  in  bars.  In  the  early 
1970s  Chinese  drug  dealers,  who  had 
quietly  smoked  opium  in  their  cafes 
for  decades,  began  to  offer  loss-leader 
starter  kits  of  heroin  to  hippies  sleep- 
ing near  the  railroad  station  and 
around  old  Zeedijk  (sea  dike)  street. 

The  problem  worsened  in  1 975  when 
35,000  residents  of  Suriname,  pre- 
viously Dutch  Guiana,  on  the  coast  of 
South  America,  immigrated  to  Am- 
sterdam. Most  never  got  jobs — the  gen- 
erous social  welfare  benefits  provided 
support — and  many  became  drug  ad- 
dicts. In  turn,  the  city  fathers  became 
even  more  enlightened.  Special  cafes 
for  users,  like  the  heroin  boat,  were 
established;  buses  dispensed  metha- 
done at  regular  locations.  But  the  pro- 
grams simply  attracted  more  foreign 
addicts.  More  than  half  of  the  53  vic- 
tims of  drug  overdose  last  year  came 
from  outside  the  country. 

Business  people  and  residents  are 
now  sick  of  the  tolerance.  "If  they  had 
made  jails  instead  of  organizations  to 
help  the  junkies,  things  would  be 
much  better,"  says  Piet  Vrees,  a 
bearded  antique  dealer  on  Zeedijk, 
where  junkies  live  in  abandoned,  win- 
dowlcss  buildings.  Vrees  once  em- 
ployed three  people  in  his  store;  last 
year  his  sales  totaled  $477.  While  Am- 
sterdam's annual  tourist  revenues  of 
$450  million  haven't  slipped,  city  of- 
ficials have  grown  concerned  about 
the  increasingly  tarnished  image. 

Amsterdam's  new  mayor,  Ed  Van 
Thyn,  a  socialist  like  all  his  predeces- 
sors since  1945,  recently  announced 
plans  to  double  the  city's  narcotics 
squad  from  a  pitiful  32  to  64,  demand 
more  jail  space  from  the  national  gov- 
ernment for  convicted  dealers  and 
thieves,  crack  down  on  addicts  occu- 
pying abandoned  houses  and  revital- 
ize the  crumbling  Zeedijk  area  with 
new  restaurants,  a  hotel  and  shops. 

But  he  wants  to  be  understanding 
and  tolerant  like  his  predecessors, 
too.  His  idea:  distribute  free  heroin  to 
300  or  so  hard-core  addict-criminals 
who  refuse  to  take  part  in  drug  treat- 
ment programs.  The  so-called  respon- 
sible politicians  argue  about  the 
strictness  of  medical  controls.  A  po- 
liceman at  the  Warmoesstraat  station 
who  has  to  deal  with  the  mess  sighs 
and  says  simply,  "It's  crazy."  ■ 
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How  to  be  ready  when  your  clients 
mention  John  Hancock  Variable  Life* 


Before  you  know 
it,  clients  may 
)nng  up  an 
important  subject.  They'll  want 
to  know  the  facts  on  variable 
life  insurance.  And  chances  are, 
they'll  specifically  mention 
John  Hancock  Variable  Life. 

They'll  read  about  it  in 
major  consumer  magazines  and 
the  financial  press.  The  ad 
shown  above  is  simply  one 
example.  It  points  out  how 
clients  can  increase  their 
insurance  coverage  with  no 
additional  premium  expenses. 

The  message  also 
discusses  the  options  available 
with  John  Hancock  VLI.  It 
tells  how  premiums  can  be 
invested  in  stocks,  bonds  or 
money  market  funds. 

And  you'll  want  to  know 
about  the  five  policy  options  offered 
by  John  Hancock. 

You'd  do  well  to  get  these  facts 
and  many  more.  They're  contained 
in  the  information  available  to 
professionals  like  you.  Simply  complete 
the  coupon  and  return  it  today. 


wantages 
of  John  Hancock  Variable 
Life  Insurance  for  my  clients. 

Please  send  me  more  complete  information 
and  a  Prospectus,  including  charges  and  expenses. 
Pd  like  to  read  the  materials  carefully  before  investing 
or  forwarding  funds. 


N 


ame 


Company 
Address  _ 

City  

Phone  


State 


Zip 


(or  attach  business  card.) 
Mail  to:  John  Hancock  Variable  Life  Insurance  Co. 
John  Hancock  Place  T-54,  P.O.  Box  111 
Boston,  MA  02117 


Variable  Life  Insurance  Company 

We  can  help  you  here  and  now.  Not  just  hereafter.  , 

T  '  ,  U01M022784 


Cities/Marshf  ield,  Wis. 


Tiny  Marsbfield's  economy,  by  all  rights, 
should  be  ailing.  But  in  this  Wisconsin 
town,  health  care  and  a  healthy  economy 
go  hand  in  hand. 


The  town 
the  doctors 
built 


By  Kathleen  K.  Wiegner 

At  first  glance,  Marshfield 
seems  like  any  small  central 
b  Wisconsin  town.  Railroad 
tracks,  remnants  of  the  days  when 
timber  was  king  and  tall  trees  grew 
over  what  are  now  dairy  farms,  cut 
the  town  of  18,520  in  half.  Freight 
trains  hauling  logs  to  the  Weyer- 
haeuser door  factory  on  the  east  end 
still  stop  traffic  several  times  a  day. 
Bars  like  Kathy's  Pub  and  Beys  fill  up 
on  Friday  night  with  farmers,  workers 
from  the  Weinbrenner  shoe  factory 
and  weathered  mill  hands  in  their 
windbreakers  with  the  green  pine  tree 
Weyerhaeuser  logo.  Weyerhaeuser  is 
hiring  again,  and  the  mobile  home 
builders  in  town  are  recovering,  the 
bar  talk  goes,  but  milk  prices  are 
down.  It  sounds  a  lot 
like  another  heartland 
town's  surviving,  just. 

But  then,  flying  in 
from  Minneapolis  to 
the  nearby  Central 
Wisconsin  Airport,  a 
prosperous  gentleman 
in  a  dark  business  suit 
and  expensive  overcoat 
mentions  that  his  des- 
tination is  Marshfield. 
"That's  where  the  clin- 
ic is,"  says  his  seat- 
mate. 
This  is  where  Marsh- 


Duluth 


St.  Paul 


field  is  meeting  the  future.  Marshfield 
residents  don't  have  to  read  about  the 
service  economy's  encroaching  inexo- 
rably upon  basic  industry;  they  are 
living  it. 

Up  on  the  north  side  of  town,  on  the 
only  hill  worth  mention,  sprawls 
Marshfield  Clinic.  On  any  day,  about 
1,800  patients  walk  through  the  clin- 
ic's gleaming  plate-glass  doors  to  con- 
sult with  one  or  more  of  its  205  doc- 
tors. The  $15  million  new  addition,  to 
be  completed  this  year,  and  the  new 
parking  lots  threaten  to  overrun  the 
elementary  school  across  the  street. 
Next  door  to  the  clinic,  St.  Joseph's 
Hospital,  with  524  beds,  annually  ad- 
mits 18,000  patients  who  come  from 
200  miles  around — cancer  and  open- 
heart  surgery  are  specialties. 

Though  not  as  famous  as  Mayo 
Clinic  in  Rochester, 
Minn.,  Marshfield 
Clinic  ranks  as  the 
largest  rural  medical 
center  in  the  U.S.  and 
the  third-largest  pri- 
vate multispecialty 
clinic  in  the  country. 
Health  care  delivery 
employs  over  3,800 
people,  almost  half  of 
Marshfield's  industrial 
work  force.  Health 
care's  annual  payroll  of 
$71.5  million  repre- 
sents 50%  of  the  area's 


Marsbfield's  city  hall 

Only  the  building  lives  in  the  past. 


48 


FORBES,  FT  i.    JARY  27,  1984 


One  of  the  year's  18,000 patients  The  Weyerhaeuser  plant  I'igi's  cheese 

A  health  monopoly  in  the  area.  Better  times  mean  jobs  again.  Mail  order  is  big  business. 
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Mayor  Marilyn  Hardacre  with  a  map  of  Marshfield 

"The  hardest  issue  was  fear  the  clinic  was  taking  over. 


payroll.  Here,  as  in  the  nation,  the 
service  sector  is  supplanting  old-fash- 
ioned industry  as  the  prime  mover  in 
the  economy. 

If  anyone  thinks  service  businesses 
are  a  parasite  on  basic  industry, 
Marshfield's  success  should  dispel  the 
illusion:  well-kept  wood-sided  ranch 
houses  on  tree  lined  streets;  so  little 
crime,  many  still  leave  homes  and 
cars  unlocked;  close  to  two-thirds  of 
the  high  school  graduates  going  on  to 
college.  The  most  controversial  issue 
is  putting  sidewalks  in  residential 
areas,  where  homeowners  would  as 
soon  spare  the  expense  and  stroll 
along  the  side  of  the  street. 

People  in  Marshfield  gripe  from 
time  to  time  that  "the  doctors"  run 


the  town,  but  not  too  loudly  during  a 
recession  like  the  last  one.  John  Clan- 
ton,  the  fast-talking  director  of  Great- 
er Marshfield  Inc.,  the  town's  eco- 
nomic development  organization,  has 
wads  of  statistics  to  show  a  net  gain  of 
500  jobs  during  the  recession,  a  sig- 
nificant number  of  them  in  health 
care.  This  year  200  more 
may  be  added. 

This  doesn't  solve  every 
problem.  At  the  height  of 
the  recession,  the  winter  of 
1982,  unemployment  here 
touched  12%.  It  currently 
hovers  around  10%.  But 
health  care  held  its  own 
when  basic  industry  fal- 
tered. "There  were  no  lay- 


offs at  the  clinic,"  Clanton  points  out. 
"There  were  some  at  the  hospital,  but 
that  was  largely  because  some  jobs 
were  eliminated  to  help  cut  costs." 

Median  family  income,  according 
to  the  last  census  figures,  was 
$20,000,  impressive  for  a  small  town. 
The  average  wage  for  nonphysician 
health  care  workers  is  $17,745.  The 
health  care  business  created  demand 
for  nurses,  nurse's  aides,  record 
clerks,  lab  technicians,  receptionists, 
dieticians — jobs  largely  held  by  wom- 
en. Wives  of  dairy  farmers  work  in  the 
clinic  or  hospital  while  their  hus- 
bands oversee  the  farm  through  boom 
and  bust  cycles,  and  bright  high 
school  graduates  don't  have  to  leave 
town  to  find  work.  In  fact,  Marshfield 
has  slowly  gained  population — 3,000 
people  since  the  1970  census. 

Money  equals  spending  and  adds  a 
little  gilt  to  life.  There's  the  new 
35-store  Northway  Mall,  a  McDon- 
ald's, the  Holiday  Inn — today's  icons 
of  prosperity.  There's  the  symphony, 
the  new  art  gallery,  the  two-year  Uni- 
versity Center  with  its  lectures. 
There's  deer  and  duck  hunting  and 
cross-country  skiing,  and  owning  a 
cottage  on  a  nearby  lake  is  common- 
place. For  the  affluent,  it's  weekends 
in  Minneapolis  for  shopping,  dinner 
and  the  famous  Guthrie  Theater. 

It's  not  just  the  money  going  direct- 
ly into  the  doctors'  wallets;  there  is  a 
multiplier  effect.  Clerks  at  Prange's 
department  store  in  the  new  mall  a 
few  blocks  from  the  medical  complex 
tell  you  that  a  lot  of  checks  they  cash 
are  from  out  of  town.  That's  because 
two  or  three  people  come  to  Marsh- 
field with  every  patient  who  arrives 
seeking  treatment.  These  visitors  stay 
in  motels  and  rooming  houses,  many 
of  them  family  homes  whose  enter- 
prising owners  rent  out  a  room  or  two. 
They  shop  in  the  new  mall  and  eat  at 
the  chain  restaurants  mushrooming 
along  north  Central  Avenue:  Perkins 
pancake  house,  Hardee's,  McDon- 
ald's. The  wives  of  three  Filipino  doc- 
tors have  even  opened  a  small  Chi- 
nese restaurant  in  the  downtown 
mini-mall. 

Marshfield,  however,  like  almost 
everyplace  else,  has  not  escaped  the 
problem-  of  downtown.  J.C.  Penney 
moved  to  the  new  mall,  and 
its  old  space  is  still  empty. 
The  Hotel  Charles  across 
the  street,  where  John  F. 
Kennedy  stayed  when  cam- 
paigning in  1960,  is  now  old 
folks'  apartments;  the  Holi- 
day Inn  at  the  south  edge  of 
town  is  the  place  to  stay.  A 
few  stores  have  retained 
enough  customer  loyalty  to 
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How  to  make  your  numbers 
without  risking  your  people. 


Kelly  introduces 
Planned  Profit  Protection: 

The  reality  of  the  new  American  economy  is  this: 
a  permanent  state  of  flux.  Revenue  up  one  quarter. 
Down  the  next.  Great  advances  for  those  who  can 
move  swiftly.  Great  peril  for  those  who  overreach. 
How  might  your  company  succeed  in  this  new 
economy? 

With  Kelly  Services  Planned  Profit  Protection. 
A  solid  personnel  strategy  for  a  fluctuating  econ- 
omy. One  that  protects  your  company's  profits 
while  it  protects  the  people  who  make  your 
company  profitable. 

With  this  plan  we  can  help  you  define  your  base 
staffing  level.  And  show  you  how  you  can  grow 
from  there  safely.  You'll  be  able  to  determine  when 
it's  wise  to  increase  permanent  staff-and  when  it's 


wise  not  to.  All  by  following  your  own  business 
indicators-not  just  the  economy's. 

You'll  keep  your  company  flexible.  And  stable. 
So  your  company  can  compete  in  the  unpredictable 
economy  and  still  maintain  your  profit  goals.  Your 
options  remain  open.  Your  profit  remains  under 
control.  Your  key  people  remain  on  staff.  And  you 
remain  in  command. 

For  more  information  on  how  Kelly  Services  can 
help  you  design  a  plan  for  your  company,  just  call 
our  toll-free  number.  1-800-321-5200.  In  Utah, 
call  1-800-662-8666. 

Planned  Profit  Protection.  Only  from  Kelly 
Services.  A  leader  in  temporary  help  and  in 
contemporary  business  management. 


c1984  Kelly  Services,  Inc. 
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The 

Kelly  Girl* 
People 


Why  IBM? 


""I  head  a  data  processing  department  of  more 
than  300  people.  Six  thousand  other  people 
throughout  our  company  depend  on  us  for  the 
data  they  need  to  get  their  jobs  done. 

"So  we  need  a  system  that  works.  And  if  a 
machine  gives  us  trouble,  I  don  t  want  any  trou- 
ble getting  it  fixed.  Fixed  fast,  fixed  right.  And 
if  there's  a  better  way  to  do  things  or  a  better 
machine  to  do  them,  I  need  to  know  about 
it  today. 

"I  need  a  company  that'll  teach  our  peo-  j 
pie  how  to  use  these  machines  so  my  pro- 
ductivity doesn't  go  out  the  window  while 
they're  trying  to  learn. 

wi  need  a  company  that  will  help  in  the 
design  and  most  efficient  use  of  the  system 
it  sells  me. 

"I  need  a  company  that  has  a  wide  range  of 
products  so  we  don't  have  to  settle  for  less  than  we 
need.  Or  more. 

"I  want  a  company  that  knows  and  cares  where 
I'm  going  so  we  can  plan,  grow  and  succeed  together. 

"I  need  a  company  that  s  solid  and  smart  but  not 
so  impressed  with  itself  that  it  forgets  who  brought  it 
in  here  in  the  first  place. 

"That's  me.  And  that's  why  I  chose  IBM." 


"I  run  a  small  business.  I  needed  just  one,  good  machine 
to  help  me  solve  problems  and  create  opportunities. 
"And  that's  why  I  chose  IBM." 


hang  on,  but  downtown  property  val- 
ues have  continued  to  decline.  "What 
to  do  about  downtown?"  asks  Mary  Jo 
Carson,  head  of  the  Chamber  of  Com- 
merce, shaking  her  head.  Professional 
offices  with  apartments  above?  No 
one  seems  to  know. 

Maintaining  prosperity  also  means 
not  standing  still.  The  town's  busi- 
ness is  more  than  doctors  and  loggers. 
Figi's  cheese,  for  example,  recently 
bought  by  American  Can,  does  a 
booming  retail  and  catalog  business. 
But  John  Clanton  worries  about  the 
little-used  Marshfield  airport  and  the 
new  industrial  park  nearby.  Only  one 
small  airline  runs  a  few  scheduled 


flights  into  the  airport. 
Most  travelers  use  the 
Central  Wisconsin  Air- 
port at  Mosinee,  served 
by  Republic  Airlines, 
and  drive  the  35  miles 
into  Marshfield.  Clan- 
ton's  dream  is  to  use 
the  medical  complex  as  a  draw  for 
related  small  industries:  hospital  sup- 
ply firms,  drug  firms,  medical  instru- 
ment outfits.  A  group  comprising 
town  officials  and  representatives 
from  the  clinic  have  been  actively 
scouting  for  firms  that  might  find 
Marshfield  an  attractive  home. 
But  Marshfield  isn't  the  hub  city  it 


M 


Out  for  a  day  in  downtown 

But  the  new  Northway  Mall  has  caused  business  to  move  outward. 


was  in  timber  days. 
With  Wausau  and  Wis- 
consin Rapids  and  Ste- 
vens Point  there  exists 
a  four-city  "ruroplex" 
of  around  100,000,  and 
larger  Wausau,  40  miles 
away,  is  now  the  hub. 
From  Marshfield  it  is  an  hour's  drive 
south  or  west  to  a  major  freeway.  "We 
are  semiremote,"  concedes  Clanton. 
"It's  a  gamble  thinking  we  can  offset 
this  weakness." 

Developing  a  new  industrial  base  is 
important  because  health  care  growth 
seems  to  be  slowing,  as  it  is  nation- 
wide. The  number  of  patients  seen  at 
the  clinic  last  year  didn't  increase. 
Neither  doctors  nor  staff  received  a 
salary  increase  this  year.  Admissions 
at  the  hospital  did  not  decline,  but  the 
number  of  patient-days  fell  as  doctors 
pushed  for  same-day  surgery  or 
shorter  stays  to  cut  costs. 

arshfield's  doctors  care  about 
costs.  Since  1971  Marshfield  has 
had  its  own  prepaid  medical  insur- 
ance, the  Greater  Marshfield  Com- 
munity Health  Plan.  Anyone  in  the 
area,  even  someone  with  a  preexisting 
ailment,  can  join  the  plan.  The 
monthly  family  rate  is  $197;  individ- 
uals pay  $89.55.  After  that,  100%  of 
medical  costs  are  covered.  With 
67,000  people  enrolled  in  the  plan, 
Marshfield  has  something  like  a 
health  monopoly  in  the  area.  There  is 
even  a  suspicion  that  the  health  insur- 
ance plan  has  acted  as  a  magnet  to 
draw  a  higher  than  normal  percentage 
of  people  over  65  to  the  town.  If  insur- 
ance premiums  grow  too  high,  people 
might  begin  shopping  around,  leaving 
the  clinic  with  excess  capacity  and 
doctors  without  patients.  Some  older 
physicians  even  mutter  that  their 
younger  colleagues  care  more  about 
money — clinic  doctors  average 
$98,000  a  year  in  Marshfield,  where  a 
three-bedroom  house  on  a  big  lot 
costs  $60,000 — than  about  building  a 
quality  medical  practice. 

"In  1981  we  began  to  try  to  control 
costs,"  says  Dr.  Russell  Lewis,  medi- 
cal director  of  the  Greater  Marshfield 
Health  Maintenance  Organization. 
"We're  pricing  ourselves  close  to  the 
limit.  Last  year  we  put  in  a  deduct- 
ible, and  now  we're  doing  as  much  fat- 
cutting  as  we  can  at  the  clinic." 

The  dream  of  a  medical-industrial 
complex  got  a  small  shot  in  the  arm 
last  year.  Two  research  associates 
from  the  clinic's  Medical  Foundation, 
David  Hupe  and  Jerome  Westergaard, 
formed  a  small  company  to  test  high- 
temperature  plastics.  They  have  filled 
two  rooms  in  their  spartan  headquar- 
ters next  to  a  railroad  track  with 
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around  $182,000  worth  of  gleaming 
liquid  and  gas  chromotography  gear, 
hoping  to  snare  such  giant  corporate 
customers  as  Rockwell  International 
and  Boeing.  One  day  last  month  an 
air-freight  package  showed  up  from 
Rockwell — samples  of  the  adhesive 
for  the  tiles  on  the  space  shuttle  that 
Rockwell  wanted  tested.  To  pay  the 
bills,  Hupe  and  Westergaard  are  test- 
ing production  samples  from  an  area 
cheese  manufacturer.  They  are  also 
doing  work  for  Felker  Brothers,  which 
makes  stainless  steel  equipment  for 
the  dairy  industry. 


Despite  the  new  jobs,  the  multipli- 
er effects,  the  new  restaurants  and 
shops,  people  worry  that  the  clinic  is 
reaching  too  far  into  their  lives. 
"When  I  ran  for  office  in  1978,  the 
hardest  issue  I  had  to  face  was  the  fear 
that  the  clinic  was  taking  over,"  says 
Marilyn  Hardacre,  48,  Marshfield's 
hard-driving  mayor,  whose  husband  is 
a  general  surgeon  at  the  clinic.  Yet 
when  Hardacre  needed  $1  million  last 
year  to  expand  the  town's  already 
good-size  library  and  the  city  council 
turned  her  down,  she  raised  the  mon- 
ey privately,  mostly  from  Weyer- 


No  horse  and  buggy  town 


haeuser  and  the  clinic. 

Ben  Lewis,  who  took  over  as  pub- 
lisher of  the  Marshfield  News-Herald 
five  years  ago  after  living  in  Wausau, 
is  recovering  from  open-heart  surgery 
at  his  spacious  ranch  home  near  the 
University  Center.  Looking  out  at  his 
snow-covered  yard,  he  tries  to  put 
Marshfield  into  some  kind  of  perspec- 
tive. "The  doctors  have  added  sophis- 
tication to  the  town,"  he  says  slowly. 
"There  is  a  good  mix  here  of  old- 
timers  and  newcomers." 

Marshfield  has  a  future  because  it 
isn't  mired  in  its  past.  ■ 


Examining  an  X  ray  at  St.  Joseph's  Hospital 


edical  care  is  as 
i  much  a  part  of  the 
tapestry  of  this  Wis- 
consin town,  founded 
by  John  Marsh  in  1872, 
as  milking  and  logging. 
"Marshfield  was  a  rail- 
road center  late  in  the 
19th  century,"  says  Dr. 
G.  Stanley  Custer,  who 
came  to  Marshfield  in 
1943  and  is  the  clinic's 
de  facto  historian. 
"There  were  once  47 
arrivals  and  departures 
a  day.  Doctors  then 
could  go  to  the  outly- 
ing communities  by 
rail  to  do  surgery, 
which  was  just  coming 
into  its  own.  They  didn't  need  a  horse  and  buggy." 

In  1916  the  town's  six  doctors,  led  by  Dr.  K.W. 
Doege,  got  together  and  formed  a  group  practice 
they  named  Marshfield  Clinic.  It  would  be  a  for- 
profit  business  corporation  owned  by  the  doctors — 
perhaps  the  first  incorporated  group  practice  in  the 
U.S.  Not  until  1981  did  the  clinic  change  its  status 
to  not-for-profit,  although  it  still  pays  local  proper- 
ty taxes,  the  largest  taxpayer  in  town. 

St.  Joseph's  Hospital  was  started  in  1890  by  the 
Sisters  of  the  Sorrowful  Mother.  In  its  first  year  the 
hospital  had  only  four  patients.  People  in  those 
days  preferred  treatment  at  home.  The  enterprising 
Sisters  advertised  on  the  front  page  of  the  local 
paper  that  for  $5  to  $10  a  year  they  would  treat 
anyone,  for  no  extra  charge.  There  probably  was 
born  America's  first  Health  Maintenance  Organi- 
zation (HMO).  Those  buying  the  $10  package  also 
received  $5  a  week  in  compensatory  salary  as  long 
as  they  were  hospitalized.  Needing  more  business, 
the  Sisters  also  advertised  their  European  water 
cure;  business  went  so  well  that  they  were  soon 
turning  applicants  away. 

Marshfield's  doctors  decided  early  that  they 
would  become  known  for  the  most  advanced  medi- 


cal  advice  and  treat- 
ment, a  sort  of  court  of 
last  resort  for  the  ill. 
Salaries  were  equalized 
so  that  every  doctor, 
whether  a  pediatrician 
or  a  heart  surgeon,  re- 
ceived the  same  pay. 
The  clinic  would  not 
compete  for  doctors 
with  money  but  by  of- 
fering them  an  inter- 
esting place  to  practice. 
That  salary  system 
didn't  change  until 
1980  when,  to  contin- 
ue to  get  certain  spe- 
cialties, the  clinic  was 
forced  to  give  doctors  a 
small  share  of  what 
each  put  on  the  books  plus  the  base  salary. 

The  doctors  still  run  the  clinic  with  the  help  of 
an  administrative  staff,  meeting  once  a  month  to 
set  policy.  "The  clinic  is  extremely  democratic," 
says  Dr.  William  Maurer,  the  current  clinic  presi- 
dent. "There  is  no  permanent  leadership.  A  doctor 
can  only  serve  a  maximum  of  three  successive 
years  as  president.  That  spreads  the  expertise."  An 
extremely  lucrative  retirement  plan,  first-class 
working  conditions,  the  small  town  life  and  cheap 
housing  help  attract  talent. 

Growth  since  the  mid-Sixties  has  been  spectacu- 
lar. In  1971  the  hospital  and  clinic  initiated  a 
prepaid  group  insurance  plan.  The  next  year  the 
hospital  and  clinic  began  developing  plans  to  form 
a  joint  facility.  By  the  time  building  was  completed 
in  1978,  the  hospital  had  added  340  beds.  The  clinic 
grew  from  88,000  square  feet  in  1974  to  370,000 
square  feet  with  the  new  addition,  and  the  number 
of  physicians  mushroomed  from  122  to  205.  "If  it's 
expressways,  huge  shopping  centers,  the  theater 
district  and  very  bright  lights  you  seek,  forget  it," 
says  a  brochure  the  clinic  publishes  for  prospective 
doctors.  But  with  its  big-city  medical  complex, 
Marshfield  is  no  horse-and-buggy  town. — K.K.W. 
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FIRST  TEAM 


"Many  banks  serve 
the  electric  and  gas  industries. 
Butnotmth  our  kind  of 
commitment" 


Jeffrey  C.  Green   A  I 
Corporate  FinanceJJivision 


Joseph  C.  Lane 
Electric  and  GasDiirision  Head 


Commitment.  It's  what  makes  First  Chicago  work. 

It's  what  makes  our  Electric  and  Gas  Division  work. 
Here  you'll  find  a  dedicated  team  of  professionals,  backed 
all  the  way  by  our  senior  management,  driven  to  serve 
specific  client  needs.  The  kind  of  commitment  that  means 
we're  there  if  you  need  us— whenever  you  need  us. 

But  delivering  consistent  high  quality  service  isn't 
enough.  You  need  experience.  And  at  First  Chicago,  we 
deliver  it. 

We've  sustained  our  commitment  to  the  industry  for 
more  than  50  years.  That's  why  our  Electric  and  Gas 
Division  has  grown  into  a  large,  experienced  team  of  pro- 
fessionals. The  kind  of  professionals  that  are  knowledgeable 
about  the  technical  and  regulatory  aspects,  as  well  as  the 
political  issues  within  each  state. 

In  addition  to  servicing  important  credit  needs  such  as 
nuclear  fuel  financing,  our  Electric  and  Gas  Division  teams 
up  with  other  areas  of  the  bank  to  provide  interest  rate 
swaps.  401  (k)  services,  our  Multi-Asset  Portfolio  Fund.™ 
shareholder  services  and  indenture  trusteeships.  This  kind  of 
innovation  has  made  First  Chicago  one  of  the  major  lenders 
in  the  utilities  industry  today. 

At  First  Chicago,  we  have  the  commitment,  experience 
and  innovation  we  need.  To  give  you  what  you  need— 
results. 

For  more  information  call  Joe  Lane,  (312)  732-6313. 
First  Chicago  is  a  team  that  works. 

First  Chicago  Worldwide 

Atlanta — Baiti  more — Boston — Chicago — Cleveland — Dal  las — Denver — 
Houston — Los  Angeles— Miami — New  York — San  Francisco- 
Washington.  D.C.—  Abu  Dhabi— Athens— Barcelona— Beijing— Buenos 
Aires — Calgary — Caracas — Dubai  —  Dublin — Dusseldorf— Frankfurt — 
Geneva — Guernsey — Hong  Kong —Jakarta — Kingston — London — 
Madrid — Manila — Mexico  City — Milan— Munich— Nairobi  —  Panama 
City — Paris — Rome — Santiago — Sao  Paulo  —  Seoul — Sharjah — 
Singapore — Stockholm — Sydney — Tokyo — Toronto — Warsaw — Zurich 
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McCormick  is  known  for  its  spices,  but  the 
key  to  the  company  is  its  real  estate  divi- 
sion, a  moneymaker  for  20  years. 


Unlikely 
landlord 


By  Paul  B.  Brown 


Harry  K.  Wells,  chairman  of 
McCormick  &.  Co.,  the  old- 
line  Maryland  firm  that  has 
about  45%  of  the  U.S.  spice  market, 
concedes  his  frustration.  McCormick 
is  making  a  lot  of  money  in  real  es- 
tate, he  says,  but  few  outsiders  under- 
stand that. 

Wells,  61,  stresses  that  McCormick 
remains  very  much  in  the  spice  busi- 
ness that  Willoughby  M. 
McCormick  founded  in  Balti- 
more 95  years  ago.  And  that 
the  spice  and  food  business, 
coupled  with  a  small  packag- 
ing division,  produced  $27 
million  in  earnings  on  $743 
million  in  revenues  in  1983. 
Those  margins  were  right  in 
line  with  other  specialty 
branded  food  companies. 

But  unconsolidated  in  those 
figures  are  the  financials  for 
McCormick  Properties,  a 
wholly  owned  subsidiary  and 
landlord  of  six  Maryland  office 
parks.  That  division  had  rev- 
enues of  only  $86  million  last 
year.  But  profits  were  $13  mil- 
lion. Gains  from  the  sale  of 
one  building  greatly  inflated 
last  year's  real  estate  earnings, 
which  accounted  for  nearly  a 
third  of  McCormick's  record 
$3.22  a  share. 

What's  so  impressive  about  a  cou- 
ple of  one-time  gains?  There  is  more 
to  the  story.  Real  estate  has  beco...e 
the  key  to  figuring  what  McCormick 
is  worth.  McCormick's  book  value  of 
$17.25  a  share  doesn't  include  the  as- 
sets of  its  real  estate  subsidiary.  The 
real  estate  owned  by  McCormick 
Properties  is  carried  on  the  books  at 
$121  million.  Yet  the  market  value  of 
that  property  is  probably  about  $200 


million  more.  That  would  make  a 
share  of  McCormick  worth  over  $36  if 
the  company  liquidated  tomorrow. 
The  stock  recently  traded  at  31. 

Wells  thinks  the  tunnel  vision  of 
securities  analysts  has  obscured  the 
significance  of  all  this.  Food  company 
analysts  typically  know  more  about 
lentils  than  leases.  And  McCormick 
hasn't  made  it  any  easier  for  the  ana- 
lysts to  understand.  The  company,  in 
effect,  issues  two  annual  reports,  one 


McCormick  Chairman  Harry  K.  Wells 
"We  are  in  the  property  business. 


for  food,  the  other  for  property. 
McCormick  &  Co.  treats  McCormick 
Properties  as  a  portfolio  investment, 
on  the  balance  sheet.  On  the  parent 
company's  income  statement,  to 
which  food  analysts  pay  less  atten- 
tion, a  portion  of  real  estate  earnings 
are  lumped  in  with  other  income. 

Recent  events  in  Hunt  Valley,  Md., 
about  15  miles  outside  Baltimore, 
also  have  eclipsed  the  real  estate  divi- 


sion. In  1980  McCormick  fought  a 
successful  but  expensive  battle  to 
avoid  being  swallowed  by  Sandoz,  the 
Swiss  conglomerate.  Two  years  later 
the  company  faced  $7  million  in 
losses  caused  by  currency  transla- 
tions, and  was  forced  to  restate  earn- 
ings for  1977  to  1980  after  it  discov- 
ered the  grocery  division — McCor- 
mick's largest — had  delayed  booking 
expenses  to  try  to  meet  profit  goals. 

So  McCormick's  earnings  have  ap- 
peared more  volatile  than  they  really 
should.  If  the  extraordinary  items,  in- 
cluding the  sale  of  real  estate,  were 
eliminated,  earnings  would  have  been 
almost  flat  over  the  past  three  years. 
But  to  get  a  valid  picture,  Wells  says, 
"You  just  have  to  stop  taking  things 
out  and  adding  things  back  in.  We  are 
in  the  property  business.  We  sold 
some  buildings  and  made  some  mon- 
ey. That  is  it.  I  don't  think  we  have  to 
make  any  apologies  for  it." 

If  apologies  are  in  order,  they  are 
due  to  McCormick  shareholders. 
McCormick,  which  in  the  early  1970s 
carried  a  premium  over  other  food 
companies,  now  trades  at  about  10 
times  earnings,  right  in  the  middle  of 
the  pack.  Wall  Street  has  either  dis- 
counted or  remained  ignorant  of  the 
real  estate. 

To  compensate  sharehold- 
ers for  what  they  haven't 
gained  in  the  stock  market, 
McCormick  distributed  part  of 
the  real  estate  gains  in  a  spe- 
cial dividend.  Another  proper- 
ty sale,  which  will  fetch  $1.70 
a  share,  has  just  closed. 

As  for  the  future?  Here's 
how  it  shapes  up:  Because  the 
retail  spice  market  overall  will 
grow  only  as  fast  as  the  popu- 
lation, McCormick  will  be 
looking  to  expand  in  industrial 
and  restaurant-chain  markets. 
It  hopes  to  introduce  more 
products,  such  as  its  hugely 
successful  new  Tio  Sancho 
line  of  Mexican  food. 

But  the  division  most  likely 
to  produce  the  largest  margins 
is  McCormick  Properties. 
That  does  not  make  Wells 
uncomfortable.  McCormick 
backed  into  the  business 


into  tne  business  m 
the  1960s.  It  was  looking  for  50  acres 
of  land  near  Baltimore  for  expansion. 
It  found  a  400-acre  industrial  park  un- 
der construction  and  in  financial  trou- 
ble. McCormick  bought  all  400  acres, 
leased  out  what  it  didn't  need  and 
hasn't  looked  back  since.  "I  don't  see 
any  reason  the  real  estate  doesn't  fit," 
Wells  says.  "We  have  been  at  it  for 
more  than  20  years  and  made  money 
every  year."  ■ 
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How  American  Express 
retooled  Chryslers  travel  payment  system. 


The  same  qualities  that  dis- 
tinguish Chrysler  distinguish 
the  American  Express"  Corporate 
Card  System. 

Efficiency.  Dependability.  A 
long-established  reputation  for 
quality  and  service. 

Perhaps  that's  why  Chrysler's 
top  management  chose  the  top  cor- 
porate card  system  to  manage  their 
company's  travel  payment  system. 

The  American  Express  Corpo- 
rate Card  System  cuts  costly  ad- 
ministrative time  and  paperwork. 
Improves  cash  flow.  Reduces  cash 


advances.  And  allows  management 
greater  control  over  travel  and  en- 
tertainment costs. 

For  the  traveling  employee  it 
means  the  prestige  of  using  the 
American  Express"  Card  to  meet 
almost  every  business  travel  need. 

More  than  300,000  companies 
already  use  the  American  Express 
Corporate  Card  System.  Like 
Chrysler,  they  like  how  it  performs. 

So  will  you. 

For  more  information,  send  in 
the  coupon,  or  call  toll-free  1-800- 
528-AMEX* 


A.M.  Busquct,  VP. 
American  Express 
Travel  Management  Services 
P.O.  Box  13821,  Phoenix,  Arizona  85002 

I'd  like  to  find  out  how  the  American  Express® 
Corporate  Card  System  can  benefit  my  company. 


Nat 


Company 


Titl, 


Address 


City 


State 


Zip 


L 


Phc 


No.  of  Travelers  ° 


American  Express  Travel  Management  Services 


American  Express  Travel  Related  Services  Co.,  Inc. 


'In  Arizona  call  602-954-2088. 


When  a  35-year  company  veteran  takes 
charge,  you  don 't  expect  much  change.  But 
it  hasn't  worked  that  way  at  Bearings,  Inc. 


What  would 
"the  boss"  say? 


Cunin  claims  that  before  he  became 
president  he  turned  down  offers  to 
triple  his  salary  elsewhere. 

Penny-pinching  aside,  Cunin  clear- 
ly found  much  to  admire  in  Bruening. 
Orphaned  at  3,  Bearings'  founder  grew 
up  in  Cincinnati,  studied  engineering 
briefly  and  took  a  job  as  service  man- 
ager for  a  Cleveland  parts  company. 
When  he  was  27,  he  borrowed  $5,000 
and  started  selling  replacement  parts 


By  Barbara  Rudolph 


Iast  October  Joseph  Bruening, 
_  the   88-year-old   founder  and 
I  chairman  of  Bearings,  Inc.,  fi- 
nally retired. 

Bruening  had  run  the  $350  million- 
a-year  Cleveland  company,  the  na- 
tion's largest  bearing  distributor, 
since  1923.  But  don't  assume  he  has 
been  toppled  by  a  cadre  of  Young 
Turks.  Bruening's  successor 
as  chairman,  John  Cunin, 
came  to  Bearings  as  a  ship- 
ping clerk  in  1948.  George 
LaMore,  now  president,  is  a 
42-year  veteran.  Both  men 
still  refer  to  Bruening,  who 
stops  by  the  office  regularly, 
as  "the  boss." 

Still,  this  is  no  quiet,  calm 
succession.  Since  becoming 
president  in  1980,  Cunin,  59, 
has  moved  like  a  man  with  a 
mission.  In  1982  he  made 
Bearings'  first  acquisition  in 
15  years.  He  is  aggressively 
expanding  the  number  of 
sales  offices.  He  has  named 
corporate  officers  in  a  com- 
pany that  only  occasionally 
had  a  vice  president.  And  he 
has  taken  on  more  debt  than 
the  conservative  Bruening 
ever  tolerated. 

Cunin  has  also  boosted  sal- 
aries and  benefits,  aiming  to 
correct  what  he  describes  as 
a  serious  turnover  problem.  He  now 
makes  $200,000,  up  from  some 
$50,000  three  years  ago.  "We  hadn't 
lost  the  top  people,  but  we  lost  the 
troops,"  he  explains.  "We  weren't  a 
poorhouse,"  says  financial  officer  Ray 
Smiley.  But  it  sometimes  looked  that 
way.  In  the  old  days  Bearings  provided 
executives  with  no  more  than 
$20,000  worth  of  life  insurance,  and 


Bearings,  Inc.  Chairman  John  Cunin 
Doing  what  should've  been  done  years  ago? 


for  cars  and  trucks. 

Over  the  years  a  profitable  distribu- 
tion business  evolved.  Bruening  never 
manufactured  a  single  bearing.  In- 
stead, about  85%  of  the  company's 
products,  which  come  from  suppliers 
like  Timken  and  SKF,  fill  replace- 
ment demand.  Even  today,  competi- 
tion is  fragmented. 

But  Cunin  isn't  standing  still.  He  is 


increasing  the  number  of  branches,  up 
25%  over  the  past  three  years.  As  of 
last  December  he  had  also  taken  on 
over  $50  million  of  debt,  most  of  it 
short-term,  totaling  some  40%  of  cap- 
ital, in  part  to  help  make  acquisitions. 
In  1982  he  paid  $12  million  for  Cot- 
tingham  Bearing  Corp.,  a  Dallas-based 
bearings  distributor.  The  purchase 
price  reflected  weak  oilfield  demand, 
but  the  new  operation  is  currently 
losing  money. 

Then  there's  an  even  bolder  move: 
On  Jan.  31  Bearings  sold  nearly  $45 
million  in  convertible  debentures. 
The  money  will  reduce  debt  and  boost 
working  capital.  The  price  of  all  this: 
Earnings  per  share  will  eventually  be 
fully  diluted  by  around  20%. 

Cunin's  activism  has  also  increased 
selling,  general  and  administrative  ex- 
penses over  50%  since  1979.  That's 
one  reason  profits  shrank  in  the  reces- 
sion. Bearings  earned  only  $5.4  mil- 
lion in  1983,  less  than  half  the  1982 
figure.  And  fiscal  1984  performance 
hasn't  rolled  along  quite  as  well  as 
some  Wall  Street  optimists  had 
hoped.  For  the  six  months  ended  in 
December,  aftertax  margins  were  a 
relatively  slim  2.1%,  as  against  a  1976 
high  of  5.2%. 

There  is  considerable  po- 
tential here,  of  course.  That's 
because  Bearings  sells  ser- 
vice pure  and  simple.  On  call 
24  hours  a  day,  it  assures  de- 
livery of  any  bearing,  any 
place  at  any  time.  Instead  of 
keeping  boxes  of  bearings 
and  transmission  compo- 
nents on  the  shelf  to  get 
rusty,  dirty  or  stolen,  cus- 
tomers can  let  the  company 
manage  their  inventories — 
and  gladly  pay  premium 
prices. 

Bruening,  who  still  owns 
132,000  shares  of  Bearings 
stock  worth  some  $4.5  mil- 
lion, built  the  business  by 
paying  close  attention  to  de- 
tail and  costs.  "This  was  al- 
ways a  metal  desk,  linoleum 
floor  kind  of  company,"  says 
an  institutional  investor.  "I 
wish  I  was  sure  it  would  stay 
that  way."  Cunin  responds 
quickly,    arguing    that  he 


doesn't  want  to  change  the  corporate 
character.  "I'm  just  doing  things  that 
should've  been  done  years  ago,"  he 
explains. 

It's  a  delicate  situation.  If  Cunin  is 
successful,  he  can  make  revenues  and 
profits  grow  faster.  But  if  he  isn't, 
shareholders  may  long  for  days  when 
the  curmudgeonly  Bruening  was  in 
control.  ■ 
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Riding  on  air. 

They  say  thei 
lighter  cars  ride  like  yesterday's 
said,  "Is  that  so?"  and  went  on  to 
suspension  system.  So  even  light 
and  ride  like  a  dream.  See  how  y 
don't  listen  to  what  "they"  say? 


just  no  way  to  make  today's 
vy  cars.  But  Goodyear  engineers 
ate  air  springs  for  a  computerized 
s  can  corner  like  a  running  back 
;an  make  things  better  when  you 


good/year 


Sunrise  Savings  of  Florida  borrows  from 
old  folks  and  lends  to  developers,  which 
makes  for  great  profits  but  a  high-risk  play. 

Life  in  the 
warm  and  fuzzy 

lane 


By  Toni  Mack 


I'm  an  ego-status  person,"  says 
Robert  C.  Jacoby,  chairman  of 
Sunrise  Savings  &.  Loan  Associ- 
ation of  Florida.  "I  have  a  pretty  wife, 
a  Jaguar,  a  Mercedes,  a  beautiful 
home,  a  yacht.  I  want  a  Ferrari,  a 
bigger  house,  a  bigger  boat.  I  want  an 
airplane,  an  apartment  in  New  York." 
A  prettier  wife,  too?  No,  says 
Jacoby,  with  ruddy  blond 
mustache  curving  up  in  a 
smile.  But  he  does  want  to 
retire,  trophies  in  hand,  in 
five  years  or  maybe  sooner, 
he  says.  He's  now  33. 

Jacoby's  hopes  are  hitched 
to  a  high-risk  play.  Taking 
from  rich  Florida  retirees  and 
lending  to  would-be-richer 
real  estate  developers  in  Flor- 
ida and  Texas,  Sunrise  has 
grown  at  hurricane  force  in 
its  less  than  four  years  of  life. 
Assets  on  Dec.  31  stood  at 
$872  million,  nearly  double 
the  level  at  fiscal  year-end 
six  months  earlier.  Earnings 
for  fiscal  1983  were  $6  mil- 
lion, or  $2.65  a  share,  for  a 
40%  return  on  equity.  Earn- 
ings per  share  for  just  the 
first  half  of  fiscal  1984  are 
$2.30. 

Of  course,  there  is  a  catch. 
"For  the  massive  interest 
rate  risks  that  most  savings 
and  loans  took  and  are  tak- 
ing, we've  substituted  a  cred- 
it and  underwriting  risk," 
says  Jacoby,  tapping  a  pencil 
on  the  desk  in  front  of  him. 
Commercial  real  estate 
loans,  mostly  for  construc- 
tion, are  well  above  half  of 
Sunrise's  $721  million  loan 
portfolio,  vs.  less  than  20% 


for  thrifts  nationwide.  "Construction 
loans  tend  to  be  the  riskiest  type  of 
lending,"  says  analyst  Jonathan  Gray 
of  Sanford  C.  Bernstein  &  Co.  "They 
are  2Vi  to  3  times  more  prone  to  go 
sour  than  other  types  of  real  estate 
financing.  They  are  also  the  most 
profitable,  if  the  loans  are  good." 

If.  Problem  loans  of  $12  million 
make  up  1.7%  of  the  Dec.  31  loan 


Chairman  Robert  C.  Jacoby  of  Sunrise  Savings  &  Loan 
"It'll  be  like  shooting  ducks." 


portfolio.  But  this  percentage  is  mis- 
leadingly  low.  Since  Sunrise  usually 
provides  what  Jacoby  calls  A-to-Z  fi- 
nancing, from  buying  the  land  to  put- 
ting the  last  brick  in  place,  a  loan  may 
take  years  to  go  bad.  The  problem 
loans  were  made  an  average  of  18 
months  ago.  Sunrise's  loan  portfolio 
then  was  $60  million,  suggesting  that 
perhaps  something  like  20%  has 
turned  weak.  Sunrise  blames  the 
problem  on  loans  bought  from  mort- 
gage brokers.  Jacoby  has  set  aside  $3.3 
million  in  loss  reserves  and  plans  to 
add  more  each  quarter.  "We're  trying 
to  be  prudent,"  he  says. 

The  profitability  of  construction 
loans  comes  from  a  series  of  upfront 
fees  that  are  paid  by  the  developer. 
Sunrise  exacts  a  1%  to  4%  premium 
above  the  interest  charge  at  each  stage 
of  A-to-Z  financing,  which  usually  in- 
cludes a  commitment  for  a  perma- 
nent loan  when  construction  is  fin- 
ished. In  total,  says  Jacoby,  "we  wind 
up  with  a  5-  to  6-point  deal."  If  Sun- 
rise is  called  upon  to  make  the  perma- 
nent loan,  it  gets  yet  another  3%  or 
so.  And  for  funding  the  full  cost  of 
construction,  it  takes  25%  to  33%  of 
profits  on  resale. 

It  sure  looks  better  than 
the  old-fashioned  30-year, 
fixed-rate  home  mortgage 
business.  For  financing  an  of- 
fice building  that  costs  $20 
million  to  construct  and  im- 
mediately sells  for  $25  mil- 
lion, Sunrise  could  take  in 
over  $2  million  in  fees  and 
profits.  Remember,  that's  in 
addition  to  charging  prime- 
plus-2%  in  interest.  Fees  and 
profits  were  more  than  a 
third  of  Sunrise's  $32  million 
in  gross  loan  income  in  fiscal 
1983. 

It's  a  swell  game,  but  it 
makes  Sunrise  look  less  like 
a  savings  and  loan  than  a  real 
estate  investment  trust.  Sun- 
rise makes  equity-like  in- 
vestments, taking  almost  all 
the  risk.  That  is,  a  starry- 
eyed  developer  can  walk  in 
and  get  100%  financing 
without  putting  down  a  cent 
of'his  own.  Of  $344  million 
in  loans  as  of  last  June  30, 
83%  were  for  100%  financ- 
ing. Not  to  worry,  says  Ja- 
coby: No  project  gets  full  fi- 
nancing unless  an  indepen- 
dent appraiser  says  the 
property  is  really  worth  25% 
more  than  it  cost. 

It  works,  so  long  as  Florida 
and  Texas  real  estate  is  hot. 
But  what  if  interest  rates 
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shoot  up  and  the  commercial  real  es- 
tate market  goes  down?  Loan  demand 
slows,  wiping  out  those  juicy  fees; 
more  loans  turn  bad,  leaving  Sunrise 
with  unproductive  real  estate;  the 
company  has  to  pay  more  to  hold  on 
to  deposits.  "If  that  happens,"  says 
Jacoby,  "we'll  be  here  with  falling 
earnings  and  maybe  even  hit  the 
break-even  point.  But  the  other  sav- 
ings and  loans  will  be  going  under." 

For  now,  Sunrise  is  having  little 
problem  raking  in  deposits  to  support 
its  loan  growth.  Says  analyst  Gray, 
"Florida  is  to  the  savings  and  loan 
business  what  Prudhoe  Bay  is  to  the 
oil  business."  Sunrise's  deposits  in  its 
ten  branches  average  $80  million  per 
branch,  nearly  three  times  the  indus- 
try average.  Seven  more  branches  are 
under  construction  now.  "The  retiree 
group,  they  don't  want  in-and-out, 
bang-bang  service,"  says  Jacoby.  "We 
spend  hardly  any  money  on  drive-in 
lanes,  for  instance.  We  want  them  to 
come  in  and  sit  down  and  talk  with 
us.  We  pay  in  the  sense  of  having 
operating  and  marketing  costs,  but 
we've  had  a  chance  to  schmooze  with 
them  or  hug  them  or  whatever  it  is 
you  want  to  do  to  them.  The  chances 
of  their  walking  away  from  us  are 
slim."  At  a  recent  branch  opening, 
"our  tickets  to  the  special  showings  of 
Fiddler  on  the  Roof  went  like  hot 
knishes,"  says  the  employee  newslet- 
ter. Jacoby  terms  those  touches 
"warm  and  fuzzy." 

Now  he  wants  to  cuddle  up  to  Ari- 
zona retirees,  through  the  acquisition 
of  tiny  (assets  $8  million)  Farmers  & 
Merchants  Bank  of  Buckeye,  Ariz. 
Once  laws  are  changed  to  allow  sav- 
ings and  loans  to  go  beyond  two 
states,  Jacoby  wants  to  forge  on  to 
Texas,  California,  the  Carolinas, 
Georgia,  Virginia — "anywhere  there's 
a  flock  of  retirees.  It'll  be  like  shoot- 
ing ducks,"  he  says.  To  his  loanmak- 
ing  offices  in  Florida  and  Texas  he 
plans  to  add  offices  in  Arizona,  Geor- 
gia, South  Carolina  and  Colorado. 

If  all  goes  according  to  the  plan  Ja- 
coby wrote  back  in  Sunrise's  infancy, 
assets  will  hit  $5  billion  in  1988.  By 
then,  if  not  before,  "I'll  have  a  whole 
pile  of  money,"  says  Jacoby,  whose 
stock  and  options  are  worth  only  $1.4 
million  at  a  recent  price  of  28 'A. 
That's  when  he  will  retire  for  a  year  or 
so,  to  play  golf,  fish,  fly  his  dreamed- 
of  airplane  and  play  with  his  daughter, 
now  a  year  old.  "Since  I  was  22  [when 
he  took  his  B.A.  in  government  from 
Cornell  and  went  to  work  for  a  New 
York  thrift]  I've  gone  full  bore  and 
worked,"  he  says.  "I  don't  want  to  be 
a  40-year-old  basket  case."  Nor  do  his 
shareholders.  ■ 


Fred  Rosemore  has  put  one  over  on  the 
banks.  Now  his  biggest  worry  is  when  the 
competition  will  catch  on. 


The  "macguffin" 


By  Richard  Phalon 


When  Fred  Rosemore  opened 
his  optometry  shop  on  Tem- 
ple Avenue,  the  main  drag  of 
Fayette,  Ala.  (pop.  3,700)  in  1948,  his 
capital  totaled  $1,700.  His  rent  was 
$35  a  month,  his  equipment  was  sec- 
ondhand and  his  sales  line  mighty 
thin.  "I  had  only  three  kinds  of  glass- 
es," chuckles  Rosemore,  "round  with 
a  gold  frame,  round  with  a  celluloid 
frame  or  round  rimless." 

Fayette  hasn't  changed  all  that 
much  since  then,  but  the  economics 
of  Rosemore's  business  has.  He  fig- 
ures he  would  need  at  least  $50,000  if 
he  were  setting  up  shop  today.  "The 
equipment  is  all  electronic,  and  that 
$50,000  is  on  top  of  the  $30,000  or 
$40,000  you  might  have  borrowed  to 
get  through  four  years  of  optometry 
school." 

The  numbers  are  typical  for  many 
young  professionals  starting  out  these 


days,  and  Rosemore  has  given  them  a 
lot  of  study.  In  fact,  he  has  made  a 
business  of  them.  As  president  of  Pro- 
Med  Capital,  Inc.  (which  he  recently 
took  public  in  a  $3.8  million  offering), 
Rosemore  runs  a  subsidiary — Wescern 
Financial  Capital  Corp. — which  he 
claims  is  the  nation's  first  federally 
licensed  small  business  investment 
company  (SBIC)  to  specialize  in  fi- 
nancing doctors,  dentists,  veterinar- 
ians, optometrists  and  the  like. 

Started  in  1980,  the  business  is  still 
in  its  infancy,  with  only  about  $5.6 
million  in  loans  on  the  books  so  far. 
But  Rosemore  is  a  live  wire  who  got 
into  mortgage  financing  as  an  adjunct 
to  his  optometry  business  some  30 
years  ago  and  knows  the  lending  busi- 
ness inside  out.  As  Pro-Med's  pro- 
spectus notes,  the  company's  only 
worry  at  the  moment  is  that  the 
shrewdly  packaged  simplicity  of  the 
financing  operation  might  spawn  a 
host  of  competitors. 


Pro-Med  President  /  'red  Rosemore 
"Helping  the  young  people  get  on. 
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Meeting  Japan's  Challenge 
Seventeenth  in  a  Series 


WITHOUT  POWER  CORDS, 


Everybody  knows  the  old  saying  about  building  a  better  mousetrap,  and  nowhere 
is  it  more  dramatically  pertinent  than  in  competing  with  Japan  for  world  markets. 

Consider  Motorola's  PCX™  portable  data  communications  system.  It  provides  two-way 
communications  between  a  28-ounce  terminal  and  a  remote  host  computer.  The  system 
uses  a  digital  radio  instead  of  phone  lines,  and  its  transmission  reliability  is  actually  equal 
to  or  better  than  ordinary  phone  lines. 

Now  salespeople  can  punch  in  orders  directly  from  the  field,  and  have  access  to 
data  without  looking  for  phones,  leaving  messages,  or  wasting  valuable  time  on  "hold!' 

Now  service  representatives  will  be  able  to  directly  enter  data  that  used  to  go  into 
mailboxes,  such  as  repair  reports,  parts  used  or  needed,  and  billing  instructions. 

It  will  also  be  possible  to  make  detailed  inquiries.  Data  can  be  summoned  as  easily  as 
entered.  A  service  technician,  for  instance,  can  order  up  complex  repair  histories  and 
component  availabilities  in  a  few  seconds. 

The  system  was  designed  and  developed 
with  a  key  customer  and  built  by  Motorola  peo- 
ple to  enhance  the  distribution  and  processing 
of  data  with  central  computers.  And  it  is  far 
more  than  a  nice  little  improvement  on  the  old 
phone-link,  AC-powered  terminal.  This  is  a 
major  step  in  a  communications  revolution  — 
the  merging  of  technologies  of  the  communica- 
tions and  the  data  processing  disciplines. 3 

Digital  communication  by  radio  makes  far 
more  efficient  use  of  the  available  channels 
than  voice  transmissions  ever  could.  Over  a 
thousand  portable  terminal  users  may  now 
operate  on  a  single  channel  with  average 
message  traffic.  The  battery  operated  PCX  terminal  shown  here  contains  the  two-way  radio, 
an  internal  antenna,  and  processing  power  and  memory  surpassing  that  of  many 
personal  computers  (actually,  160K  bytes  of  ROM  and  expandable  to  80K  bytes  of  RAM). 
The  unit  also  contains  a  telephone  modem  for  use  over  conventional  voice-quality  phone 
lines  if  ever  required. 

The  terminal's  dual  microprocessor  architecture  is  based  on  the  Motorola  6801 
design.  One  processor  is  dedicated  to  the  communications  function  while  the  other 
handles  the  unit's  data  processing. 

The  PCX  terminal  is  just  part  of  an  extensive  support  system,  of  course.  And  it  is 
representative  of  one  of  the  oldest  and  most  reliable  rules  of  trade:  build  a  better  mouse- 
trap, and  the  world  will  beat  a  path  to  your  door. 

The  electronic  office  can  now  be  carried  in  a  pocket. 

And  in  our  view,  that's  quite  a  mousetrap. 

MOTOROLA  A  World  Leader  in  Electronics. 
Quality  and  productivity  through  employee  participation  in  management 

©1984  Motorola  Inc  Motorola  and  (S)  are  registered  trademarks  of  Motorola,  Inc 


Hard  knocks  for  docs 


W-  hen  it  comes  to  business  acu- 
men, the  banking  industry 
puts  new  doctors  at  the  bottom  of 
the  class.  "They're  not  real  manag- 
ers," says  John  Posey,  a  Bank  of 
America  vice  president.  "They're 
very  good  at  what  they  do,  but 
when  it  comes  to  finances  or  writ- 
ing checks  or  keeping  straight 
books,  most  of  them  are  pretty 
poor." 

Dennis  Brown,  37,  a  pediatrician 
who  moonlights  at  Columbia-Pres- 
byterian Medical  Center  to  cover 
the  still  meager  volume  of  the  pri- 
vate practice  he  recently  opened  in 
mid-Manhattan,  is  the  first  to  ad- 
mit it.  "I  can't  think  of  myself  as  a 
business  person,"  he  says.  "I  think 
of  myself  as  a  pediatrician.  Noth- 
ing was  ever  taught  to  me  about 
dollars  and  cents." 

For  that  reason,  many  bankers 
don't  like  lending  to  young  doctors 
or  other  professionals  unless  they 


have  spent  a  year  or  so  as  an  associ- 
ate of '  an  established  colleague. 
Brown,  who  still  has  about  $10,000 
outstanding  in  medical  education 
loans,  ran  up  against  a  "blank 
wall"  with  one  bank;  it  was 
months  before  he  convinced  an- 
other that  his  "sweat  equity"  as  a 
moonlighter  would  help  carry  the 
business. 

He  did  have  one  stroke  of  luck. 
Brown  found  another  doctor  from 
whom  he  could  rent  office  space 
and  in  the  process  cut  his  estimat- 
ed startup  costs  from  around 
$80,000  by  about  one-third,  all  fi- 
nanced by  loans.  Brown  thinks  it 
will  take  him  about  Wi  years  to 
break  even.  He  has  been  getting 
some  help  from  a  management 
consultant  and  thinks  he  is  learn- 
ing, but  at  the  moment  puts  no 
great  stock  in  his  own  business 
head.  "It's  a  whole  new  training 
procedure,"  he  says. — R.P. 


Dr.  Dennis'  Brown 

"I  think  of  myself  as  a  pediatrician,  not  as  a  business  person.' 


First  of  all,  as  an  SBIC,  Pro-Med's 
Small  Business  Administration- 
backed  loans  run  at  the  comparatively 
low  rates  of  11.8%  to  15.7%.  That 
money  has  gone  out  to  professionals 
at  rates  ranging  from  14%  to  20.5%. 
That  5%  to  6%  spread,  including  a 
5%  origination  fee,  enables  the  com- 
pany to  keep  about  23  cents  out  of 
every  dollar  that  drops  into  the  inter- 
est-and-fees  box.  Chase  Manhattan 
should  do  so  well. 

The  professionals  who  come  to  Pro- 
Med  could  get  lower  rates  from  a 
bank,  of  course.  So  why  don't  they? 
Because  Rosemore  has  what  Alfred 
Hitchcock  called  a  macguffin,  a  gim- 
mick on  which  his  whole  strategy 
turns.  Most  commercial  bankers  will 
rarely  lend  for  more  than  five  years, 
no  matter  how  much  they  like  to  snag 
young  professionals  on  the  way  up. 
Pro-Med's  macguffin  is  to  amortize 
the  5-year  loan  over  15  or  20  years, 
which  in  effect  cuts  the  monthly  pay- 
ments by  half. 

That's  important  to  young  profes- 
sionals, who  are  often  burdened  with 
graduate  school  loans  and  are  some- 
times starting  a  family  and  a  practice 
at  the  same  time.  Dr.  Felix  Badillo,  for 
example,  a  30-year-old  urologist 
whose  overhead  includes  two  chil- 
dren, recently  set  up  a  solo  practice  in 
the  affluent  New  York  City  suburb  of 
Glen  Cove.  He  is  still  $35,000  in  hock 
for  his  medical  education,  and  the 
startup  costs  on  his  new  shop  ran  to 
more  than  $50,000.  Badillo  figures  it 
will  be  at  least  six  months  to  a  year 
before  he  starts  to  see  any  real  money 
coming  in  and  that  he  will  be  lucky  to 
net  $30,000  to  $50,000  this  year. 

Rosemore  likes  to  think  of  himself 
as  "helping  young  people  get  on."  His 
long-term  loans  cannot  be  prepaid 
without  penalty  during  the  first  five 
years,  but  are  renewable  every  five 
years.  He  definitely  is  not  running  an 
eleemosynary  institution.  Every  loan 
is  secured  by  equipment  or  real  es- 
tate— even,  in  some  cases,  by  a  second 
mortgage  on  the  home  of  the  profes- 
sional's proud  parents. 

Like  conventional  bankers,  Rose- 
more wants  the  follow-on  business — 
loans  for  new  equipment,  expansion 
or  construction  of  an  office  building. 
And  he  is  working  hard  to  broaden  his 
client  base,  which  still  leans  heavily 
to  optometrists  because  of  his  own 
close  connections  to  the  profession. 
"As  long  as  we  stick  with  profession- 
als and  help  them  learn  how  to  man- 
age their  practices,"  says  Rosemore, 
"I  don't  think  we're  ever  going  to  have 
to  worry  about  losing  a  loan."  All  he 
will  have  to  worry  about  is  the  com- 
petition discovering  his  macguffin.  ■ 
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ITH  A  LITTLE  HELP 
FROM  THE  GNOMES 


HOW  FREDDIE  MAC  TURNED  12  SHORT  MONTHS 
INTO  A  DECADE'S  WORTH  OF  GROWTH  AND  INNOVATION. 


For  many  businesses,  1 983  was  just 
another  year.  Not  for  Freddie  Mac.  Ac- 
cording to  President  Ken  Thygerson, 
our  successes  were  "unmatched  by 
anyone  in  our  market  and  surpassed 
even  our  own  ambitious  expectations." 

Part  of  our  success  is  due  to  our  all- 
knowing  advisors,  the  gnomes  of  the 
secondary  mortgage  market.  Because 
the  gnomes  consult  exclusively  with 
Freddie  Mac,  only  we — and  our  cus- 
tomers— benefit  from  their  extraordi- 
nary wisdom.  Clearly,  the  value  of  their 
counsel  was  never  more  evident  than 
in  1983. 

Almost  before  we  knew  it,  Freddie 
Mac  doubled  the  number  of  new  mort- 

Freddie  Mac  buys  and  pools  mortgages,  then  sells 
securities  backed  by  them.  This  is  not  an  offer  to  sell 
or  a  solicitation  of  an  offer  to  buy  PCs  or  CMOs.  PCs 
and  CMOs  are  sold  only  by  means  of  an  offering 
circular.  PCs  and  CMOs  are  not  guaranteed  by  the 
United  States  or  by  any  Federal  Home  Loan  Bank 
and  do  not  constitute  debts  or  obligations  of  the 
United  States  or  any  Federal  Home  Loan  Bank. 


gage  programs  and  enhancements 
planned  for  lenders  during  the  year. 
This  helped  us  achieve  over  $32  billion 
in  total  mortgage  commitments — a  re- 
cord for  Freddie  Mac,  as  well  as  the 
gnomes. 

On  the  investor  side,  our  Mortgage 
Participation  Certificate  (PC)  held  its 
leadership  position  among  conven- 
tional mortgage  pass-through  securities, 
reaching  $62  billion  in  cumulative  sales 
since  its  introduction  in  1 971 .  And,  at 
$1  billion,  our  initial  issue  of  the  indus- 
try's first  Collateralized  Mortgage  Obli- 
gation (CMO)  broke  all  records  for  a 
conventional  mortgage-backed  security 
offer. 


We'd  like  to  go  on — about  our  Guar- 
antor Program  (in  which  we  closed  the 
largest  swap  deal  in  history),  about  our 
adjustable  rate  mortgage  programs  and 
more.  But  the  gnomes  say  we  can't  tell 
our  story  in  a  few  hundred  words.  Write 
for  more  information.  Once  you  learn 
what  Freddie  Mac  accomplished  in  '83, 
you'll  see  why  all  systems  are  go  for  '84. 

THE  GNOMES  KNOWs. 


Freddie 
Mac 


Federal 
Home  Loan 
Mortgage 
Corporation 

Communications  Services 
1776  G  Street.  N  W 
PO.  Box  37248 
Washington,  D  C. 
20013-7248 


1984,  FHLMC.  This  advertisement  and  the  Freddie  Mac 
gnome  characters  are  the  copyrighted  property  of  the 
Federal  Home  Loan  Mortgage  Corporation. 


1984  Mercury  Cougar 


Vision  Becomes! 


The  Vision 

The  visionary  cars  of  the  future  are 
always  sleek  and  elegant  and  technologically 


sophisticated.  Unfortunately,  they  usually 
possess  one  terrible  flaw.  They're  never  real 
always  remaining  the  stuff  of  dreams  and 
imagination,  always  on  the  drawing  board, 
but  never  on  the  road. 

In  the  late  seventies,  Ford  Motor 
Company  began  development  of  the  Probe 
Series,  producing  some  of  the  most  aero- 
dynamically-efficient  cars  of  the  time. 
Aerodynamically-efficient  design  can 
achieve  better  handling  and  stability,  better 
fuel  economy  and  a  quiet  ride. 


; 


The  Reality 

You  saw  the  reality  born  of  that  vision  in 
ebruary  of  last  year,  with  the  introduction  of  the 
hunderbird  and  Cougar. 

You  saw  it  again  in  May,  with  the  debut  of 
ur  Ford  Tempo  and  Mercury  Topaz.  And  in 
November,  when  we  introduced  the  new 
/lark  VII. 

Making  our  vision  a  reality  required 
lventiveness  and  creativity,  a  renewed 
ammitment  to  quality  and 


Get  it  together — Buckle  up. 


workmanship,  and  a  new  spirit  of  cooperation 
between  labor  and  management. 

But  most  of  all,  it  required  a  desire  to  be 
the  best. 

1 983  was  the  beginning  of  the  greatest 
outpouring  of  new  products  in  our  history: 
Automobiles  of  elegance  and  power,  sleekness 
and  beauty,  quality  and  precision.  Automobiles 
that  in  the  words  of  Car  and  Driver  "simply 
change  the  rules  in  the  domestic  car  business." 

You  can  see  all  the  1 984  models  at  Ford 
and  Lincoln- Mercury  dealers  everywhere. 


Quality  is  Job  1. 

FORD  •  LINCOLN  •  MERCURY  •  FORD  TRUCKS  •  FORDTRACTORS 
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life  expectancy  57  years 
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life  expectancy  47  years 
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expectancy  68  year 


Is  it  any  wonder  we're  in  health  care? 

Today  more  people  are  living  longer  than  ever  before.  So  the  demand  for  health  care  services 
is  greater  than  ever  before.  That's  the  reason  health  care  has  become  one  of  the  fastest-growing 
industries  in  the  country.  The  challenge  is  to  provide  even  better  services  while 
controlling  health  care  costs.  Certainly  one  way  is  to  keep  people  well  and  out  of  the  hospital. 

That's  where  Allied  is  helping.  Through  expanded  research,  our  health  and  scientific 
products  company  is  developing  instruments  and  procedures  that  can  diagnose 
trouble  earlier  and  control  lab  costs  by  making  lab  work  more  efficient. 

For  us,  it's  just  the  beginning.  We  see  health  care  as  a  tremendous  opportunity  for 
profit  and  growth  in  the  years  ahead.  But  we  also  see  it  as  something  more.  A 
chance  to  make  a  significant  contribution  toward  controlling  the  cost  of  staying 
well  and  living  longer.  At  Allied,  that  makes  us  feel  pretty  good. 


O  Alhed  Co>p .  '983 


We  mean 
business. 


LLIED 

Corporation  ' 
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On  the  Docket 


There  is  no  law  against  Dow  Jones'  plan  to 
create  two  classes  of  stock.  But  that  doesnt 
mean  there  are  no  penalties. 


Class  struggle 


By  Pamela  Sherrid 


A few  weeks  ago  Dow  Jones  di- 
rectors voted  to  join  the  grow- 
k  ing  number  of  firms  that  have 
two  classes  of  stock  with  equal  claim 
on  assets  but  unequal  voting  rights. 
The  purpose  of  such  arrangements, 
which  typically  involve  series  A  and 
series  B  shares,  is  to  help  controlling 
shareholders  stay  in  control.  That  is 
clearly  the  case  at  Dow  Jones.  The 
Bancroft  family — heirs  of  Clarence 
Barron — owns  56%  of  the  equity. 

The  objective  here  is  hardly  new.  A 
special  class  of  stock  that  elects,  say, 
three-fourths  of  the  board,  has  long 
been  a  fixture  at  family-dominated 
media  companies.  The  New  York 


Times  Co.  and  the  Washington  Post 
Co.  both  have  such  provisions.  There 
is  a  difference,  however,  between  tell- 
ing shareholders  from  the  start  that 
they  are  second-class  citizens  and 
handing  out  limited  voting  stock  to 
existing  minority  shareholders. 

To  begin  with,  battening  down  the 
hatches  affects  marketability.  When 
Dow  Jones  gets  two  classes  of  equity 
it  must  leave  the  New  York  Stock 
Exchange — as  A.O.  Smith  and  Figgie 
International  did  last  year  when  they 
instituted  similar  plans.  The  problem 
is  that  while  such  arrangements  can 
make  sense  for  management,  they  are 
not  always  popular  with  investors. 

Most  of  the  potential  problems  in- 
volve the  rights  of  minority  share- 


holders. "We  don't  like  any  situation 
in  which  one  owner  is  at  a  disadvan- 
tage to  another,"  says  an  official  of  the 
New  York  Stock  Exchange.  "There  is 
a  potential  for  abuse."  Having  special 
stock  strengthens  the  ability  of  insid- 
ers to  make  acquisitions  from  other' 
insiders,  issue  themselves  handsome 
stock  options  or  sell  cheap  shares  to 
friendly  parties. 

The  biggest  financial  loss  to  outside 
shareholders,  however,  is  the  right  to 
be  bought  out  at  a  premium  in  an 
unfriendly  takeover,  the  very  event 
that  the  insiders  are  seeking  to  avoid. 
When  insiders  do  decide  to  sell, 
what's  more,  the  control  that  they 
have  protected  can  be  very  valuable 
indeed. 

Consider  the  sad  tale  of  National 
Old  Line,  an  Arkansas  insurance  com- 
pany. Its  founding  family  controlled 
most  of  the  Class  A  voting  shares  but 
only  1 1%  of  total  equity.  The  rest  was 
held  by  the  public  through  nonvoting 
B  shares.  These  had  equal  rights  at 
liquidation,  but  not,  as  it  turned  out, 
in  the  event  of  a  sale. 

A  few  years  ago  a  Dutch  insurance 
company  came  courting.  The  family 
was  willing  to  sell  for  $80  a  share, 
over  $300  million.  The  Dutch  bidder 
offered  $144  million.  So  the  family 
took  $80  for  its  stock  and  gave  other 
shareholders  what  was  left.  That 
amounted  to  $26.75  per  share.  Class  B 
shareholders  sued.  Eventually,  they 
settled  for  $28,  which  forced  the  fam- 
ily to  cut  its  price  to  $67.80. 

To  avoid  these  hassles,  the  NYSE 


Almost  all  in  the  family 

These  companies  use  unequal  voting  provisions  to  insure  control  by  corporate  insiders. 
As  a  result,  public  shareholders  may  be  penalized  if  there  are  fat  takeover  premiums. 

Company 

Control 
stock 

Control 
mechanism 

Control 
group 

Control 
stock 
held 

Blount 

Class  B 

Elects  75%  of  directors 

Blount  family 

60% 

Brown-Forman  Distillers 

Class  A 

Class  B  nonvoting 

Brown  family 

62 

Charter  Medical 

Class  B 

Elects  75%  of  directors 

W.A.  Fickling 

83 

International  Bank 

Common 

10  votes  per  share 

G.  Olmsted 

36 

Media  General 

Class  B 

Elects  70%  of  directors 

D.T.  Bryan 

59 

AC  Nielsen 

Class  B 

Class  A  nonvoting 

Officers  and  directors 

56 

New  York  Times 

Class  B 

Class  A  limited-voting 

Ochs  Trust 

78 

Saunders  Leasing 

Class  B 

Elects  75%  of  directors 

Saunders  family 

56 

AO  Smith 

Class  A 

Elects  75%  of  directors 

Smith  Investment  Co 

54 

Wang  Laboratories 

Class  C 

Elects  75%  of  directors 

Wang  family 

69 

Washington  Post 

Class  A 

Class  B  limited-voting 

K.  Graham  and  trusts 

100 
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CREATING  MONEY  FOR  BUSINESS  (READING  TIME:  5  MINUTES) 


Three  not-so-obviou* 
ideas  into  profits-when  yoii 


How  many  big  ideas  bit  the 
dust  for  want  of  innovative 
financing? 

Below  are  three  financial 
packages  created  by  General 
Electric  Credit  Corporation. 
Each  one  demonstrates,  from  a 
different  perspective,  how  we 
tailor-make  a  package  from  our 
vast  storehouse  of  financial 
options  for  companies  of  $10 
million  and  up. 

If  you're  sitting  on  a  project 
with  an  uncertain  future,  get 
up  and  mail  the  coupon  to 
( JECC  Or  call  800-243-2222. 

How  financing  and  faith  from 

GECC  allowed  Heber 
Geothermal  to  tap  an  endless 
supply  of  energy 

RONS  AGO,  in  what  today  is  the  Impe- 
rial Valley  of  California,  t  he  earth  sep- 
arated, allowing  molten  rock  to  form 
over  one  thousand  stories  beneath  the 
surface. 

The  crust  of  the  earth  healed  in 
time,  but  heat  from  the  molten  rock 
kept  subterranean  waters  boiling  at 
360  degrees.  The  superheated  water,  if 
it  could  be  harnessed,  was  a  source  of 
environmentally  clean  energy. 

Now,  with  the  aid  of  a  hefty  finan- 
cial package  from  GECC,  the  Heber 
Geothermal  Company  will  soon  tap 
t  hat  water  to  produce  52  megawatts  of 
electricity  night  and  day,  power  suffi- 
cient to  supply  45,000  Southern  Cali- 
fornia residents  into  the  next  century. 

Heber,  named  for  the  tiny  California 
town  that  is  the  site  of  the  geothermal 
project,  is  a  partnership  of  the  Dravo 
Corporation,  one  of  the  top  construc- 
tion and  engineering  firms  in  the  world, 
and  Centennial  Geothermal,  Inc. 

When  Heber  approached  GECC,  our 
energy  program  focused  in  on  two 
"firsts"  which  would  come  to  fruition 
when  the  geothermal  project  got  off  the 
ground,  or  more  properly,  into  it. 


1.  Heber  would  be  the  first  com- 
mercially funded  power  plant  in  the 
U.S.  utilizing  water-dominated 
geot  hernial  energy. 

2.  It  would  be  the  first  commercial 
geothermal  project  in  the  U.S.  to 
use  the  highly  efficient  dual  flash 
system  of  converting  water  into 
steam. 

So  far  so  good.  But  GECCs  experts 
had  one  vital  question:  How  long  would 
the  supply  of  boiling  water  last? 

Answer:  At  least  30  years,  and 
because  condensate  will  be  injected 
deep  into  the  earth  again,  the  geo- 
hermal  field  might  last  much,  much 
onger. 

The  cornerstone  to  any  project 
GECC  undertakes  is  a  thorough 
exploration  of  how  to  contain  risk 
without  destroying  the  inven- 
tiveness of  the  project. 

Satisfied  with  the  sound- 
ness of  the  Heber  project,  we 
gave  them  a  thumbs  up  in  the 
form  of  an  $85  million  deal, 
consisting  of  a  two-year 
floating  rate  construction 


IT  WOULD  TAKE  10  EMPIRE 
STATE  BUILDINGS  stacked 
on  top  of  each  other  to 
equal  the  depth  of  the 
wells  Heber  Geother- 
mal has  sunk  to  bring 
up  superheated  water 
from  far  below  the 
earth's  surface.  Water 
is  converted  to  steam, 
which  runs  turbines  to 
produce  electricity.  The 
complex  project  was 
made  possible  by  an 
$85  million  financial 
package  from  GECC. 


olutions  to  turn  big 

hought  there  were  no  solutions 


loan  to  be  followed  by  a  15-year  single 
investor  guideline  lease. 

How  GECC's  credit  experts 
got  to  the  core  of 
Apple's  retail  problem 

APPLE  Computer  is  very  demanding, 
whether  it's  creating  micro  chip  tech- 
nology or  marketing  strategies. 

So  demanding,  in  fact,  that  when 
Apple  decided  it  wanted  a  consumer 
credit  financing  program,  only  GECC, 
in  competition  with  a  well-known 
bank,  filled  the  bill. 

Here  are  the  highlights  of  the  chal- 
lenge GECC  accepted  from  Apple: 

1.  Design  a  credit  financing  system 
exclusively  for  Apples  600  authorized 
retailers  representing  over  1,400 
stores. 

2.  Provide  fast  consumer  authoriza- 
tion in  every  Apple  store  across  the 
nation. 

3.  Provide  a  credit  program  which 
would  enable  buyers  to  purchase  Apple 
computer  and  compatible  hardware 
and  software  components  without 
drawing  on  their  other  lines  of  credit, 
including  standard  bank  credit  cards. 

Reason:  Bank  credit  cards  usually 
have  a  credit  line  inadequate  to 
finance  a  computer  with  desirable 
system  components. 

4.  Design,  from  scratch,  a  distinctive 
credit  card  for  customers. 

5.  Produce  a  training  film  explain- 
ing the  credit  program  to  Apple's 
dealers.  Write  and  produce  a  dealer 
operations  manual. 

6.  Perform  all  credit,  collection,  and 
account  maintenance  services  asso- 
ciated with  the  Apple  Card,  including 
credit  processing  seven  days  a  week. 

7.  Initiate,  via  electronic  fund 
transfer,  debit  and  credit  entries  to 
dealer  accounts  in  conjunction  wit  h  t  he 
Apple  Credit  Plan. 


524  952063  33 
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GECC's  credit  financing  was  inaugu- 
rated in  Apple  stores  last  summer.  Says 
Chuck  Berger,  Apple's  Treasurer,  "We 
have  new  customers  signing  up  every 
day  and  lines  of  credit  are  being  used. 
GECC's  handling  of  credit  operations 
has  made  it  very  easy  for  us!' 

How  a  long  relationship  with 
GECC  helped  Andy  Wright  build 
his  way  out  of  the  recession 

ANDY  WRIGHT'S  construction  firm  in 
Arizona  has  now  developed  20  residen- 
tial  subdivisions  of  single-family 
detached  homes  priced  in  the  mid- 
fifties  to  attract  first-time  buyers. 

GECC  has  now  completely  funded 
six  of  them. 

•  Six  acquisition  and  development 
loans  for  $3.5  million. 

•  Over  1,100  single  family  construc- 
tion loans  valued  at  $45  million. 

•  FHA  and  VA  mortgages  valued  at 
over  $50  million. 

Why  has  GECC  been  so  quick  to 
support  this  young  builder? 

Andy  Wright  offered  fresh,  attrac- 
tive, well-designed  homes  and  he  dis- 
played superior  marketing  skills.  And 
he  was  able  to  price  his  homes  below 
their  appraised  value  without  sacrific- 
ing quality. 

When,  in  early  1983,  Wright  came 
to  GECC  for  acquisition,  development, 
and  construction  funding  for  a  new 
project,  we  of  course  listened,  though 


the  building  business  was  just  barely 
beginning  to  recover. 

"The  savings  and  loan  people  ten- 
tatively tendered  variable  rate  mort- 
gages" says  Wright  dryly.  "Short-term 
thinking  was  in  vogue.  The  usual 
sources  of  builders'  money  dried  up. 
Some  builders  just  had  t  o  pack  it  in!' 

But  GECC  felt  that  even  during 
those  trying  times,  Wright  had  demon- 
strated his  ability  to  make  the  decisions 
necessary  to  remain  in  business  and  we 
backed  him  to  the  hilt. 

'As  far  as  I'm  concerned,  and  I'm 
sure  my  customers  feel  the  same  way," 
says  Wright,  "GECC  [through  General 
Electric  Mortgage— GEM]  helped  pre- 
serve the  30-year  mortgage'.' 

Moral:  It's  obviously  better  to  build  in 
good  times,  but  GECC,  which  has  a  $5 
billion  presence  in  real  estate,  will  lend 
a  hand  and  then  some  in  bad  times  as 
well— if  the  builder  and  the  proposition 
are  sound. 

To  find  out  how  we  do  it,  mail  the  cou- 
pon. Or  call  800-243-2222.  In  Connecti- 
cut, call  800-942-2222.  Thank  you. 


Marketing  Programs  Operation  F022784 
General  Electric  Credit  Corp. 
260  Long  Ridge  Road 
Stamford,  Connecticut  06902 

Please  send  me  your  information  kit 
describing  25  additional  financial  packages 
and  "Guide  Through  t  he  Leasing  Maze!' 
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Creating  Money  for  Business 


bans  all  companies  with  two  classes 
of  stock — except  for  Ford  Motor  Co. 
Its  special  shares  get  40%  voting  pow- 
er though  they  comprise  less  than 
10%  of  the  equity,  a  situation  that 
existed  before  the  current  restrictions 
were  imposed.  NASDAQ  officials 
aren't  troubled  by  differing  classes  of 
stock,  but  the  American  Exchange 
has  a  logical  middle  ground: 

•  Limited-voting  shareholders 
must  have  the  right,  voting  as  a  class, 
to  elect  not  less  than  25%  of  the 
board.  In  many  situations,  this  gives 
minority  shareholders  more  of  a  voice 
in  the  firm  than  they  already  had. 

•  In  all  matters  other  than  electing 
the  board,  the  voting  ratio  in  favor  of 
so-called  supervoting  stock  cannot  be 
greater  than  10-to-l.  "If  a  company 
continues  to  grow  and  issue  shares, 
then  ultimately  the  public  will  get  the 
dominant  vote,"  explains  Amex  Se- 
nior Vice  President  Robert  Smith. 

•  Insiders  can't  do  anything  that 
would  diminish  the  voting  power  of 
the  limited-voting  stock,  such  as  cre- 
ating for  themselves  yet  another  class 
of  supervoting  paper. 

•  Even  with  these  rules,  however, 
one  share  of  supervoting  stock  could 
still  elect  75%  of  the  board.  To  pre- 
vent that,  the  Amex  wants  supervot- 
ing shares  to  lose  their  clout  when 
they  fall  below  13%  of  total  equity. 

The  exchange  also  makes  a  recom- 
mendation: That  insiders  pay  a  prefer- 
ential dividend  on  limited  voting 
shares.  The  idea  here  is  that  share- 
holders are  giving  something  up  with 
their  reduced  votes  and  should  be 
compensated. 

Dow  Jones  is  offering  no  such  car- 
rot. In  addition,  its  outside  sharehold- 
ers are  prodded  with  a  rather  heavy 
stick.  Unlike  other  companies  that 
allow  a  public  market  to  develop  in 
both  their  heavy-voting  and  light-vot- 
ing shares,  Dow  Jones  will  allow  its 
heavy-voting  shares  to  be  transferred 
only  within  a  shareholder's  family. 

So,  when  a  family  member  sells  to 
an  outsider,  his  heavy-voting  shares 
will  have  to  be  converted  to  publicly 
traded  limited-voting  shares.  "The  il- 
liquidity  of  the  heavy-voting  stock 
encourages  conversion  and  will  actu- 
ally increase  control  by  the  Bancroft 
family,"  explains  a  NYSE  official. 

Does  anybody  care?  Dow  Jones 
stock  fell  about  15%  after  it  disclosed 
the  plan.  "Most  of  that  fall  was  due  to- 
the  announcement,"  says  Ken  Noble 
of  Paine  Webber.  One  reason  is  that 
many  institutional  investors,  which 
held  over  25%  of  Dow  Jones'  shares, 
avoid  illiquid  stocks. 

Well,  nobody  ever  said  insurance  is 
cheap.  ■ 


Taxing  Matters 


Politicians  are  convinced  that  tax-motivat- 
ed mergers  are  immoral.  But  they  haven  t 
figured  out  how  to  stop  them. 


Losers  keepers 


By  William  Baldwin 


Alan  Wurtzel,  a  lawyer  turned 
retail  executive,  found  a  nice 
i  bargain  three  years  ago  in 
bankruptcy  court.  Wards  Co.,  his 
$317  million-a-year  electronics  retail- 
er, bought  the  failed  Lafayette  chain 
for  $6.8  million  in  stock  and  assumed 
liabilities.  The  prize:  a  foothold  in  the 
New  York  City  market,  leases  worth 
$5  million  and  a  fat  $37  million  in 
accumulated  tax  losses. 

Because  profits  at  Virginia-based 
Wards  have  been  large  enough  to  off- 
set Lafayette's  former  losses,  these  are 
particularly  handy.  That  means  tax 
savings  from  the  purchase  are  worth 
more  than  twice  what  Wurtzel  paid. 
Not  surprisingly,  Wards  stock  has  ris- 
en from  $1.65  to  $13.25  since  the 
deal  went  through. 

Wurtzel  isn't  bragging  about  his 
bargain.  "We  didn't  do  it  primar- 
ily for  the  tax  benefit,"  he  ex- 
plains, with  good  reason.  His  ability 
to  use  Lafayette's  tax  losses  will  dis- 
appear if  the  IRS  can  ever  show  that 
the  deal  was  primarily  motivated  by 
tax  considerations. 

This  tax-motivation  rule  is  one 
weapon  in  government's  30-year  war 
against  "trafficking"  in  loss  carryfor- 
wards, a  war  that  is  currently  escalat- 
ing. Last  month  new  rules,  enacted  in 
1976  but  repeatedly  delayed  because 
no  one  could  figure  how  they  work, 
went  into  effect.  Three  congressional 
committees  are  now  rewriting  the 
1976  law  with  a  view  to  making  it 
tougher. 

Part  of  the  problem,  however,  is 
congressional  ambivalence.  Fairness 
demands  the  pooling  of  gains  and 
losses,  say  the  legislators.  A  corpora- 


tion that  loses  money  one  year  and 
makes  it  back  the  next,  or  loses  in  this 
division  what  it  makes  in  that  one, 
should  pay  no  taxes.  But  this  approach 
to  taxation  inevitably  encourages 
mergers,  something  that  makes  poli- 
ticians uncomfortable. 

All  this  brings  business  for  tax  plan- 
ners and  buying  opportunities  for 
their  clients.  Thanks  to  the  uncer- 
tainties, a  dollar  of  loss  carryover  will 


cost  an  acquirer  maybe  5  cents,  says 
Bear,  Stearns  partner  Randall  Smith, 
even  though  it  can  save  up  to  50  cents 
in  federal  and  state  taxes.  Such  value 
is  particularly  attractive  to  aggressive 
investors  such  as  Chicago's  Pritzker 
family,  which  may  have  picked  up 
several  hundred  million  dollars  in  po- 
tentially valuable  Braniff  Airlines  loss 
carryovers  for  next  to  nothing,  and 
Cincinnati's  Carl  Lindner,  who  con- 
trols the  New  Haven  Railroad's  $58 
million  tax-loss  carryforward. 
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Good  news, 
Mr.  Chairman, 
/our  power  plant's 
ready  already... 


Six  weeks  ahead  of  schedule  and  14% 
under  budget. 

Teamwork  works  wonders,  and 
the  46  MW  Kettle  Falls  power  plant  we 
designed,  engineered  and  constructed 
for  The  Washington  Water  Power 
Company  stands  as  living  proof  of  what 
meticulous  planning  and  execution 
can  accomplish. 

Estimated  completion  dates  kept 
slipping  forward.  What  began  as  a 
fast-track  turnkey  project  ended  up  as 
a  28-month  sprint. . .  whose  pace 
accelerated  along  the  way. 

The  170-person  M-K/WWP  team 
handled  their  project  like  the  1965 
Boston  Celtics  handled  a  basketball, 
primarily  because  we  did  something 
competitors  don't  often  do: 

We  cross-pollinated,  shipped  our 
designers  to  Kettle  Falls  to  work  along- 
side our  builders,  under  the  supervision 
of  a  project  manager  who  s  a  builder 
by  experience,  a  designer  by  training. 

Result:  None  of  those  '  But  it 
looked  great  on  paper. . . "  fluffs. 


Practicality  carried  the  day,  everyday. 

The  worth  of  the  project  helped  too. 

The  M-K/WWP  team  members 
were  energized  by  the  knowledge  that 
their  project  would  make  an  important 
contribution  to  the  area's  environment. 

That's  because  this  power  plant 
runs  on  leftovers,  wood-waste,  the 
scraps,  butts,  branches  and  sawdust  that 
would  otherwise  be  useless. 

Now,  thanks  to  WWP's  Kettle  Falls 
power  plant,  500,000  tons  of  these 
wastes  will  be  put  to  use  every  year, 
making  electricity. 

And,  thanks  to  the  M-K/WWP  team 
that  designed  and  built  the  Kettle  Falls 
plant,  electricity  started  flowing  six 
weeks  ahead  of  schedule. 

Have  you  a  project  you'd  like  to  see 
completed  ahead  of  schedule  ?  If  so, 
let's  talk.  Call  our  CEO,  Bill  McMurren, 
at (208)  386-6700,  and  he'll  get  the 
right  people  to  your  office  right  away. 

M-K  asks  only  one  thing  of  its 
clients:  A  good  shot  at  a  fair  profit. 


The  end  of 
waiting  in  line 
for  a  line. 

Ever  tried  waiting  in  line  for  a  phone?  When  there  are  5;000 
people  ahead  of  you?  For  years;  that's  been  the  problem  with  conven- 
tional mobile  phone  service:  a  limitation  of  24  channels  per  coverage 
area;  resulting  in  a  maximum  of  about  a  dozen  simultaneous  conversa- 
tions and  only  700  customers  for  a  city  the  size  of  New  York 

But  twelve  years  ago;  AT&T 
Bell  Laboratories  developed  the  cellular 
radio  concept. 

And  today  that  concept 
has  been  developed  into 
the  Western  Electric® 
AUTOPLEX™  system.  It  allows  telephone  companies  and  others  to 
give  almost  anyone  access  to  high-quality  mobile  phone  service. 

In  fact;  the  AUTOPLEX  system  is  switching  calls  right  now  in 
Chicago.  The  first  commercial  operation  in  the  country 

Advanced  computer  hardware  and  software  make  AT&T  cellular 
technology  possible.  They  allow  the  company  offering  mobile  or  por- 
table phone  service  to  divide  a  city  into  a  honeycomb  of  cells.  Each 
cell  has  a  low-powered  transmitter  and  receiver  tied  into  the  local 
phone  network  Because  the  cells  are  small;  radio  frequencies  used  in 
one  of  them  can  be  used  again  and  again  in  others,  makng  more 
channels  available. 

As  you  move  across  the  city  AT&T  electronic  control  equipment 
will  pass  your  call  from  cell  to  cell.  Without  missing  a  syllable.  And 
with  AT&T  cellular  telephones  transmission  quality  is  as  good  as  at 
home  or  in  the  office. 

Meanwhile;  AT&T  Bell  Laboratories  is  continuing  to  pave 
the  way  for  entirely  new  forms  of  portable  telecommunications. 

AT&T  Applying  the  technologies  of  microelectronics;  lightwave 
and  software  to  make  the  dream  of  the  Information  Age  a  reality 

©1984  AT&T  Technologies,  Inc. 
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Can  American  business  survive  on  a  diet 
of  instant  gratification? 


Computers  spew  out 
production  reports 
and  sales  figures 
hourly.  And  managers  eat 
them  up. 

Investors  hunger  tor 
bigger  dividends  and 
faster  earnings  growth, 

The  nightly  news  feeds 
us  today's  hot  economic 
story  complete  with  all  the 
freshest  buzzwords. 

No  matter  what  the 
economy,  much  of  Ameri- 
can business  continues  to 
feast  on  short-term  results. 
Expecting  profits  to  be 
served  up  like  fast-food 
burgers.  And  economic 
solutions  dished  out  like 
instant  pudding. 

To  satisfy  this  appetite 
for  short-term  rewards, 
managers  find  it  tempting 
to  reduce  investments 
for  the  future.  Investments 
in  new  plant  and  equip- 
ment; in  research  and 
development. 

We're  W.R.Grace  &  Co. 
We've  been  doing  busi- 
ness in  all  parts  of  the 
world,  in  all  kinds  of  econ- 
omies for  130  years.  Short- 
term  thinking  has  never 
been  our  way  of  doing 
business. 

In  the  last  40  years, 
we've  followed  a  strategy 
that  has  allowed  us  to 
diversify  into  growth  indus- 
tries. It's  been  a  transition 
that  has  taken  Grace  from 
being  primarily  a  Latin 
American  trading  and 
shipping  concern  to  a 


company  with  worldwide 
interests  in  chemicals, 
natural  resources  and 
specialized  consumer 
services.  A  company  with 
more  than  $6  billion  in 
sales. 


All  that  didn't  just 
happen.  It  was  planned 
that  way— by  people 
dedicated  to  the  long- 
term  point  of  view. 

We've  always  believed 
in  giving  the  future  its  fair 


share  of  today's  resources. 
Last  year  at  Grace,  invest- 
ment in  new  plant  and 
equipment  was  almost  5 
times  what  it  was  1 0  years 
ago.  Research  and  devel- 
opment expenditures 
were  nearly  3  times  what 
they  were  a  decade  ago. 

Right  now  we  believe  all 
of  us  must  work  to  correct 
a  fundamental  flaw  in  the 
way  American  business  is 
operating.  Short-term  re 
suits  cannot  be  allowed  to 
become  our  only  criterion 
for  success.  Investors 
must  be  willing  to  relax 
some  of  the  pressure  on 
managers  to  produce  im- 
mediate results.  Managers 
must  be  given  more  secu- 
rity to  make  long-term 
investment  decisions. 

In  turn,  those  in  man- 
agement must  be  pre- 
pared to  make  long-term 
commitments  to  invest  in 
innovation— in  new  prod- 
ucts and  new  technolo- 
gies. And  at  the  same 
time,  to  make  long-range 
plans  to  restore  our  older 
industries  to  full  strength. 

American  business 
cannot  allow  itself  to  over- 
indulge in  short-term 
rewards.  Long-lasting 
results  will  take  time  to 
develop.  But  that's  what 
makes  them  so  gratifying. 

GRADE 

One  step  ahead 
of  a  changing  world. 


WR  Grace&  Co..  1114  Avenue  of  the  Americas,  New  York.  N  Y  10036 


Two  partners  who  made  a  killing  on  Pan 
Ocean  Oil  Corp.  think  they  may  pull  off  an 
even  bigger  deal  in  uranium. 


Marx  and  Rawn 
strike  again 


Taxing  Matters 

If  nothing  is  left  of  a  company  but  a 
corporate  shell,  its  loss  carryforward 
may  be  inaccessible,  explains  Martin 
Whitman,  a  New  York  City  money 
manager  who  is  often  attracted  to  the 
securities  of  troubled  firms.  His  strat- 
egy is  to  look  for  losers  that  still  have 
cash  or  assets  that  will  support  new 
borrowing.  That  way  the  loss  com- 
pany can  go  on  an  acquisition  spree  of 
its  own,  sheltering  profits  from  new 
businesses  with  losses  from  its  past. 

Whitman  helped  work  that  magic 
with  Vyquest,  a  loss-laden  real  estate 
company  he  bought  into  in  1979.  Two 
years  later  Congress  made  the  buying 
losses  game  more  attractive  by 
stretching  the  expiration  date  for  car- 
ryovers from  7  to  15  years.  "If  I  have  a 
tax-loss  vehicle,  I  can  compete  in  the 
leveraged  buyout  business  better  than 
someone  who  doesn't,"  says  Whit- 
man, who  helped  Vyquest  acquire  a 
healthy  recreational  vehicle  maker 
last  year. 

The  anti-trafficking  reforms  before 
Congress  might  make  such  transac- 
tions harder  but  probably  won't  make 
them  impossible.  "If  this  passes,  I 
guarantee  there  will  be  people  figur- 
ing out  ways  to  get  around  it,"  says 
David  Howard,  a  partner  with  Arthur 
Andersen  in  Houston.  The  most  pop- 
ular proposal  on  the  table  contains 
elaborate  formulas  for  determining 
when  a  merger  has  the  wrong  mo- 
tives. But  there  is  always  a  philo- 
sophical problem:  How  can  a  Vyquest 
be  distinguished  from  a  Chrysler? 
Does  Congress  really  want  to  penalize 
cyclical  companies?  Or  chill  the  re- 
suscitation of  sick  airlines  and  auto 
manufacturers? 

Some  tax  experts  suggest  a  more 
laissez-faire  approach:  Permit  the  free 
trading  of  loss  carryovers.  The  prob- 
lem with  current  policy,  says  Roberta 
Romano,  an  assistant  professor  of  law 
at  Stanford  University,  is  that  all  anti- 
trafficking  rules  discriminate  against 
small  or  new  firms.  If  Startup  Soft- 
ware Inc.  makes  $1  million,  it  will 
owe  half  in  taxes.  If  it  loses  $1  million 
and  folds,  it  will  get  no  rebate,  assum- 
ing it  is  forbidden  to  sell  out  to  a 
profitable  firm.  By  contrast,  when 
IBM  risks  $1  million  on  a  new  prod- 
uct, it  has  a  fair  bet  with  the  tax 
collector  because  there  is  certain  to  be 
other  income  to  absorb  possible 
losses. 

Meanwhile,  of  course,  the  status 
quo  has  one  sure  constituency.  Says 
Professor  Romano:  "The  intermediar- 
ies— the  lawyers  and  the  accountants 
and  the  brokers — are  gainers."  ■ 


By  Carol  E.  Curtis 

On  the  surface,  Marline  Oil 
Corp.  looks  like  just  another 
small,  struggling  energy  com- 
pany. Its  oil  revenues  (less  than  $10 
million)  are  financed  by  a  tiny  swim- 
ming pool  equipment  subsidiary,  a 
seemingly  strange  combination  until 
you  realize  who  is  behind  Marline — 
two  of  the  shrewdest  dealmakers  in 
the  oil  business.  They  are  Louis  Marx 
Jr.,  52,  a  multimillionaire  venture 
capitalist,  and  Stanley  Rawn  Jr.,  56,  a 
research  engineer  and  veteran  of  Stan- 
dard Oil  of  California.  Marx  and  Rawn 
last  made  headlines  eight  years  ago. 
On  a  total  cash  investment  of  $16 
million  in  tiny  Pan  Ocean  Oil  Corp., 
Marx  and  Rawn  within  seven  years 
had  built  an  energy  exploration  com- 


Marline's  Rawn  ( left )  and  Marx 


The  promise  of  a  $2  billion  payoff. 


pany  for  which  Marathon  Oil  paid 
$260  million. 

Now  Marx  and  Rawn  say  they  have 
done  it  again  with  Marline,  this  time 
in  uranium  in  rural  southern  Virginia. 

Uranium  in  Virginia?  To  date,  all 
the  uranium  mined  in  the  U.S.  has 
come  from  the  West.  No  uranium  has 
ever  been  discovered  east  of  the  Mis- 
sissippi. But  the  location  is  not  all 
that  is  remarkable:  Marline  execu- 
tives say  the  discovery  totals  over  100 
million  pounds,  making  it  the  biggest 
commercial  find  ever  in  this  coun- 
try— $2.2  billion  worth,  even  at  to- 
day's depressed  prices. 

Pan  Ocean,  Rawn  recalls,  also  un- 
covered the  then  largest  known  urani- 
um deposit  in  Canada,  at  Rapid  Lake. 
So,  uranium  is  not  new  to  the  pair. 
Marx  and  Rawn  founded  (and  mostly 
own)  Marline,  and  Alistair  Swanson, 
who  discovered  the  big  strike,  became 
chief  executive.  Swanson  prospected 
the  eastern  seaboard  for  uranium:  The 
area  around  Virginia  had  geology 
much  like  his  Canadian  find. 

Then  Swanson  died  of  a  heart  at- 
tack. But  before  he  died,  he  had  flown 
by  helicopter  over  every  promising 
basin  from  North  Carolina  to  New 
Jersey.  "Al  thought  from  day  one  that 
Danville  [Va.]  was  the  best  place," 
Rawn  says. 

In  1979  a  Marline  geologist  walking 
along  a  Virginia  road  picked  up  a  rock 
containing  four  pounds  per  ton  of  ura- 
nium— twice  the  concentration  most 
common  in  commercial  mining.  Two 
years  and  about  100  exploratory  holes 
later,  the  evidence  was  in:  "The  rock 
that  geologist  picked  up,"  Rawn  says, 
"was  on  top  of  some  100  million 
pounds  worth."  (That  is  four  times 
bigger  than  the  biggest  currently  oper- 
ating U.S.  fields.) 

Then  uranium  was  selling  for  $43  a 
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Challenger  601  breaks  world  record  for  straight-line  fligh 


Shortly  before  seven  o'clock  on 
the  evening  of  August  23, 1983, 
Canadair  Challenger  601,  serial 
#3002,  registration  C-GBXH,  took  to 
the  sky  over  Calgary,  Alberta,  and 
proceeded  to  add  a  paragraph  or  two 
to  the  history  of  general  aviation. 

As  it  turned  out,  the  601  actually 
flew  on  airways  a  total  of  7,176  kilo- 
meters (3,875  nautical  miles,  or 
4,459  statute  miles),  but  for  record 
purposes,  only  the  great  circle  dis- 
tance between  Calgary  and  the  air- 
field on  which  the  Challenger  601 


ultimately  alighted  was  claimed. 

For  the  record,  then.  The 
Challenger  601  set  a  new  distance  for 
straight-line  flight  for  business  jet  air- 
craft in  the  16,000  to  20,000  kilo- 
gram weight  class,  flying  from  Calgary. 
Alberta,  Canada  to  London,  England. 
Officially,  7,023.5  kilometers.  Or 
3,7924  nautical  miles,  or  4.364  stat- 
ute miles,  non-stop. 

The  personnel,  the  weight. 

The  flight  crew  consisted  of 
Martin  Sommerard,  Senior  Executive 
Pilot,  and  Ian  McDonald.  Director 


of  Production  Right  Test. 

Also  on  board  was  Howard 
Goldberg,  President  of  the  Royal 
Canadian  Flying  Clubs  Association, 
the  official  observer  for  the  Federat 
Aeronautique  International  (FAI). 

Also  on  board  were  three  other 
crew  members:  G.  Piat,  Manager, 
Flight  Operations  Services,  R.  Boot! 
Flight  Test  Engineer  and  F.  Tessier, 
Foreman,  Preflight. 

As  the  interior  of  the  aircraft  wa 
not  yet  finished  to  customer  specif 
cations,  the  aircraft  had  extra  balla 


L,845  kilograms,  or  4,068  lbs., 
ted  to  simulate  the  weight  of  a  fully 
shed  interior.  Bringing  total  ramp 
i  ght  to  42,085  lbs. 
i  Total  flight  time  was  nine  hours 
[j  four  minutes, 
i  Average  speed:  Mach  0.74. 
]  The  FAI  also  ratified  18  world  rec- 
s  set  by  the  601  for  time  to  climb, 
Itude  without  payload  and  altitude 
lorizontal  flight. 

The  point. 
As  proud  as  it  makes  us,  the 
>ence  of  this  achievement  is  not 


just  a  demonstration  of  the  fact  that 
an  aircraft  can  fly  far. 

Indeed,  with  thousands  of  extra 
pounds  of  fuel  feeding  hundreds  of 
extra  pounds  of  engine,  there  are  cor- 
porate jets  that  can  fly  even  farther. 

This  record,  however,  was  set  by  a 
very  large,  wide-body  aircraft  that  also 
happens  to  be  the  most  fuel  -  efficient 
intercontinental  corporate  jet  in  the 
world. 

Demonstrating  not  just  that  pri- 
vate, long-distance  air  travel  is  possi- 
ble. But  that,  far  more  importantly, 


it  is  something  you  can  actually  afford 
to  do. 

To  find  out  more  about  the  record- 
breaking  trip  of  the  Challenger  601, 
and  just  where  that  might  leave  you 
and  your  company,  the  man  to  speak 
with  is  Mr.  James  B.  Taylor,  Chairman 
of  Canadair  Inc.  Call  him  at  (203) 
226- 1581. 

Or  write  Canadair  Inc.,  274  River- 
side Avenue,  Westport,  CT  06380. 

canadair 
chauenQer 


pound — making  the  find  worth  over 
$4  billion.  Even  now,  at  $22  a  pound, 
it's  $2  billion  plus.  Of  course,  there  is 
the  cost  of  getting  it  out. 

With  daily  disasters  occurring  in 
the  nuclear  industry,  one  might  won- 
der about  selling  the  stuff.  Don't  wor- 
ry, claims  Rawn.  Marline's  find  being 
close  to  the  surface,  and  of  high  qual- 
ity, Rawn  figures  it  can  be  mined  for 
about  half  the  cost  of  most  U.S.  urani- 
um. Rawn  expects  that  when  his  ura- 
nium comes  on  stream  in  1988  it  will 
find  a  hungry  market:  The  existing 
reactors  will  still  need  fuel,  and  many 
U.S.  uranium  companies  have  gone 
out  of  business. 

So  far,  so  good.  But  southern  Virgin- 
ia is  a  far  cry  from  the  sparsely  popu- 
lated wilds  of  Rapid  Lake.  It  is  tobacco 
country,  populated  by  farmers  who 
have  owned  their  land  for  genera- 
tions. Marline's  plan  to  build  a  huge 


open-pit  uranium  mine  and  mill  on 
their  land  was  not,  to  put  it  mildly, 
greeted  with  cheers. 

It  took  Marline  a  year  to  sign  its 
first  lease  with  a  farmer.  But  Rawn 
says  the  rest  came  more  easily:  He 
now  has  55,000  acres  under  mineral 
lease,  from  "hundreds  of  farmers." 

That  is  not  the  same,  however,  as  a 
go-ahead  from  the  state  legislature.  It 
is  studying  the  environmental  im- 
pact. Open-pit  mines  are  ugly,  and 
uranium  milling  can  badly  pollute 
streams.  Although  Virginia  has  per- 
mitted exploration,  it  has  yet  to  pass  a 
law  permitting  a  uranium  mine. 
"There  is  always  the  risk  they  will 
declare  a  moratorium,"  says  Rawn. 
He's  hopeful,  but  not  yet  home  free. 

In  the  meantime,  a  public  stock  of- 
fering is  being  considered,  possibly  for 
this  summer,  after  Marline  gets  listed 
on  NASDAQ.  Marline's  oil  and  pool 


equipment  operations  (not  counting 
the  recent  acquisition  of  Quantah  Pe- 
troleum) should  earn  $1  million  on 
revenues  of  some  $25  million  this 
year.  Although  traded  publicly,  the 
stock  has  a  small  float  and  last  year 
hovered  between  $7  and  $8  a  share. 

Marline  has  taken  a  partner:  giant 
Union  Carbide,  much  experienced  in 
uranium.  In  return  for  financing  pre- 
liminary studies  and  eventually  shar- 
ing the  cost  of  building  the  mine  and 
mill,  Union  Carbide  has  an  option  for 
50%  of  the  Virginia  land,  which  it 
may  exercise  by  May. 

Union  Carbide  is  optimistic:  "This 
is  one  of  the  largest  deposits  we  have 
encountered,"  notes  William  Alesio, 
vice  president  of  UC's  metals  divi- 
sion. He  says  he  has  investigated  the 
find  independently,  "and  we  haven't 
seen  anything  to  doubt  that  it  is  com- 
mercially viable."  ■ 


While  giving  business  flyers  luxury  service 
at  economy  fares,  Mark  Morris  is  proving 
that  he  knows  how  to  run  an  airline.  But 
profits  are  elusive. 

Air  pockets 
for  Air  1 


By  Paul  B.  Brown 


Air  1  I'resicietit  Mark  Morris 
Expensive  wine  and  empty  seats. 


Air  1  went  into  the  airline  busi- 
ness only  last  April,  but  it  al- 
k  ready  has  won  rave  reviews 
from  its  passengers.  Operating  from 
St.  Louis'  Lambert  Field,  Air  1  flies  to 
Newark,  Dallas,  Kansas  City  and 
Washington,  D.C.  With  champagne- 
class  service  at  coach-class  fares,  it 
caters  primarily  to  business  travelers, 
who  sit  in  roomy  seats  only  two  to  a 
row.  Their  breakfasts  are  strawberry 
pancakes  on  real  china  rather  than 
powdered  eggs  on  plastic.  And  the  free 
libations,  including  better  wines, 
pour  forth  without  limit. 

The  idea  was  simplicity  itself:  The 
cost  of  the  extra  service  and  roomier 
seats  would  be  more  than  compensat- 
ed for  by  lower  overhead  and  by  flying 
fuller  planes.  The  only  trouble  is,  not 
enough  passengers  are  climbing 
aboard.  Air  1  is  losing  roughly  $1.5 
million  a  month.  At  that  rate  it  will 
crash  by  October. 

Air  1  President  Mark  Morris  says  he 
will  increase  Air  l's  fleet  and  its  traf- 
fic in  the  next  few  months  and  will 
break  even  by  summer.  But  the  odds 
look  unfavorable. 

They  looked  unfavorable  from  the 
start.  A  score  of  underwriters  refused 
to  take  Air  1  public  to  raise  the  capital 
it  needed.  Finally,  last  year  two  small 
firms — Burns,  Pauli  &.  Co.  in  St.  Louis 
and  Sherwood  Securities  Corp.  in  Jer- 
sey City,  N.J. — agreed  to  manage  an 
underwriting.  It  took  three  attempts 
over  five  months  to  sell  shares  to  raise 
$31  million. 

That  money  is  running  down  fast. 
Morris,  meanwhile,  has  been  forced 
to  sell  his  own  shares  piecemeal  to 
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r  WHEN  WE  DESIGN  A  VAN  AT 
DODGE,  WE  ALWAYS  START 
AT  THE  BOTTOM  LINE. 


WE  ARE  DODGE  AND  WE 
KNOW  HOW  TO  MAKE  A 
VAN  MAKE  MONEY. 

Dodge  Ram  Vans  come 
in  three  body  lengths, 
depending  on  model, 
with  twenty  payload  rat- 
ings up  to  4635  pounds. 
You  can  tailor  a  Dodge 
Van  to  fit  your  operation. 

THE  PAYLOAD  ISN'T  THE 
ONLY  PAYOFF. 
Standard  on  most  mod- 
els, the  225  Slant  Six 
with  4-speed  manual  OD 
transmission  is  a  well- 
proven  combination. 
And  you  can  also  choose 
a318CIDV-8  or3604bbl. 
V-8  as  options  on  some 
models. 

YOUR  VAN  OUGHT  TO  BE 
IN  BUSINESS  AS  LONG 
AS  YOU  ARE. 

Dodge  Vans  make  exten- 
sive use  of  corrosion- 
fighting  galvanized  steel 
surfaces.  Our  127"  wheel- 
base  model  has  six  times 


All-welded  integral  body! frame 
design. 


3  WheelbaselBody  Lengths: 
109.67J78.9" 
127.67196.9" 
127.6/222.9' 


as  much  as  a  compara- 
ble Ford.. . twice  that  of  a 
comparable  Chevy.  One 
reason  why  over  92%  of 
all  Dodge  trucks  built  in 
the  last  ten  years  are  still 
on  the  job.* 

THE  BOTTOM  LINE 
STARTS  WITH  A 
SURPRISE. 

That's  because  Ram 
Tough  quality  doesn't 
demand  a  big  price.  For 
example,  the  affordable 
price  of  a  Long  Range 
Ram  Van  includes  such 
things  as  tinted  glass, 
power  brakes  with  new 
11"  rear  drums  and 
36-gallon  fuel  tank. 

Like  to  compare  a  few 
bottom  lines?  See  your 
Dodge  dealer.  Surprise 
yourself! 


EPA 
EST 
MPG 


EST 


19  hwy  26 


Long  Range  Ram  Van  mileage.  Use 
EPA  est.  mpg  to  compare.  Your  mpg 
may  vary  with  speed,  distance, 
weather.  Actual  hwy.  mpg  &  CA  ests. 
less.'  Based  on  R.  L.  Polk  registra- 
tions through  7/1/82. 


uma  ««»' 


TOUGH ^ 


we  help  fit 
a  tomS electronic  components 
on  a  quarter-inch  chip. 


ALLEGHENY  INTERNATIONAL 

SPECIAL  SKILLS  FOR  SPECIAL  NEEDS. 


At  Allegheny  International,  our 
technology  is  helping  shape  the 
future  of  the  world  by  helping 
shape  the  remarkable  micropro- 
cessor chip. 

No  bigger  than  a  quarter- 
inch  square,  these  tiny  "elec- 
tronic brains"  are  used  in  every 
application  imaginable-from 
satellites  to  home  computers, 


Silicon  wafers  are 
subjected  to  extreme 
heat  in  a  diffusion 
furnace.  Thermco, 
an  Allegheny 
International 
company,  developed 
the  computer- 
controlled  diffusion 
system,  increasing 
usable  chip  yields 
by  more  than  10% . 


from  pacemakers  to  automo- 
biles, from  the  most  advanced 
military  and  commercial  aircraft 
to  pocket  calculators,  electronic 
games  and  digital  watches. 

Allegheny  Internationals 
Thermco  Products  Corporation 
manufactures  diffusion  equip- 
ment, an  integral  part  of  the 
chip-making  process.  Our 
diffusion  furnaces  and  high- 
performance  deposition  and 
oxidation  systems  help  place 
electronic  components  on  a 
chips  surface,  components 
that  transform  silicon  wafers 
into  miniature  "computers,"  or 
microprocessor  chips. 

Thermco  is  a  leading  sup- 
plier of  this  high-technology 


OPPOSITE: 

This  installation  at  General  Electric's 
Intersil  facility  in  the  Research  Trian- 
gle Park.  North  Carolina,  is  one 
example  of  how  Thermco  Products 
Corporation  is  answering  the  computer 
industry's  need  for  sophisticated 
microchip  processing  equipment. 


equipment.  In  fact,  over  75%  of 
the  diffusion  furnaces  used 
throughout  the  Free  World  are 
Thermco  furnaces. 

Allegheny  International 
companies  are  deeply  involved 
in  the  electronics  industry.  Mag- 
netics &  Electronics  is  a  major 
supplier  of  lead  frames,  focusing 
solenoids,  and  testing  equip- 
ment for  electronic  sys- 
tems; HTL  designs  and 
manufactures  many 
electronic  components 
for  aerospace  and 
the  space  shuttle;  our 
Kennedy  Company 
manufactures  vital  disk 
and  tape  recorders 
for  computers. 

At  Allegheny  International, 
our  special  skills  are  meeting  the 


Allegheny  International  is 
a  leading  supplier  of  lead 
frames  that  allow 
microprocessor 
chips  to  transfer 
electronic  infor- 
mation from 
one  source 
to  another. 


special  needs  of  the 
world's  fastest  growing 
markets.  We  are  a  major 
force  in  work-saving  consumer 
products,  aerospace  and 
defense,  safety  and  protection, 
and  electronics. 

Our  structure  and  strategy 
have  positioned  us  to  take  full 
advantage  of  these  markets- 
and  as  they  grow,  so  will  we. 
For  at  Allegheny  International, 
we  have  special  skills  for  special 
needs. 

For  more  information,  write 
to  us  at  Box  456  H,  Two  Oliver 
Plaza,  Pittsburgh, 
PA  15230. 


A  microprocessor 
chip  is  shown  here 
in  three  stages  of 

development.  Processed  in  a  Thermco 
oxidation  system,  pure  silicon  is  first 
given  the  desired  electrical  characteris- 
tics. Next,  a  substance  known  as  pho- 
toresist is  placed  on  the  silicon  surface, 
exposed  to  a  light  source,  developed, 
and  etched  to  form  the  pattern  of  the 
first  of  many  electronic  circuits. 
Thermco  diffusion  and  deposition  sys- 
tems are  then  used  to  introduce  exotic 
chemicals  to  the  chip's  surface.  Alter- 
nating between  the  photoresist  stage 
and  the  diffusion  and  deposition  stages 
creates  the  intricate  electronic  patterns 
that  transform  mere  silicon  into  tiny 
"electronic  brains." 


Choose  your  project  bank 
not  only  for  its  resources,  but  for 
its  ability  to  orchestrate 

them  on  your  behalf. 


There  are  only  a  handful 
of  banks  in  the  world 
which  have  what  it  takes 
to  perform  a  lead  role  in  project 
financing.  Because  very  few  banks 
have  the  finely 
tuned  financial  and 
technical  expertise  to  \ 
originate  a  tailored  finan- 
cial proposal,  as  well  as  a 
capital  base  large  enough  to 
make  the  major  loan  commitments 
required  for  world-scale  projects. 

At  Bank  of  Montreal, 
we've  compiled  an  enviable 
record  in  international  project 
finance,  not  only  because  we 
have  these  resources,  but  because 
of  our  proven  ability  to  orches- 
trate them  professionally  in  a 
creative  risk-sharing  arrangement 
which  best  fulfills  the  objectives 
of  both  lender  and  borrower. 

Bringing  into  play  their 
formidable  knowledge  of 
resource  extraction,  delivery  and 
marketing,  our  engineers  act  in 


concert  with  our  bankers  to 

design  a  proposal  which 
is  perfectly  tuned  to 
M   your  nee^s  md  accu- 
^Jy   ratety  reAects  the-  risk 
'  y        profile  of  your  project. 

These  specialist  teams 
within  our  Merchant  Banking 
Group  form  a  Project  Finance 
unit  whose  professionalism 
is  unexcelled,  and  whose  per- 
Wk    formance  has  made 
w^j  Bank  of  Montreal  a  respected 
player  in  the  international 
financing  community. 

Their  mobility,  co-ordi- 
nation and  in-depth 

knowledge  of  strategic 
markets  allows 
them  to  bring  a  global 
perspective  to  your  specific 
requirements. 

Contact  your 
Bank  of  Montreal  Account  Manager, 
or  Project  Finance,  Merchant  Bank- 
ing Group,  First  Canadian  Place, 
Toronto,  Canada.  Telex:  06524041. 


pay  bills  and  compensate  cosigners  on 
his  loans.  The  Wing  On  Bank  of  Hong 
Kong,  which  had  lent  more  than  $7 
million,  now  owns  7%  of  Air  1.  Of  9.7 
million  shares  outstanding,  Morris 
has  kept  only  75,000  and  an  option  on 
50,000  more. 

"As  they  say,  it  was  a  great  learning 
experience,"  Morris  says.  And  what 
did  he  learn?  "I  should  have  done  a 
deal  like  People  Express.  They  got  all 
the  money  up  front,  and  then  bought 
the  planes  and  went  into  business. 
But  I  was  itchy  to  get  under  way.  And 
besides,  I  didn't  have  the  kind  of  name 
Donald  Burr  [chairman  of  People  Ex- 
press and  former  president  at  Texas 
International  Airlines]  has.  When  I 
tried  to  raise  money,  people  said: 
'Who  the  hell  is  Mark  Morris?'  " 

He,  is  the  son  of  Joseph  Morris, 
founder  of  two  regional  airlines:  Pacif- 
ic Northern,  now  part  of  Western  Air 
Lines,  and  St.  Lucia  Airways  in  the 
West  Indies.  The  younger  Morris 
learned  to  fly  at  16.  After  being  gradu- 
ated from  the  University  of  Missouri 
with  an  economics  degree,  he  flew 
charters  in  Vietnam. 

He  made  a  small  fortune  from  an 
airline  he  founded  to  shuttle  oil  work- 
ers to  and  from  offshore  drilling  sites. 
The  line,  Petroleum  Air  Transport, 
was  eventually  acquired  by  DHL,  an 
international  package  delivery  com- 
pany, for  $1  million.  Morris,  then  29, 
became  president  of  its  overseas  oper- 
ation. But  after  two  years  Morris 
wanted  to  run  his  own  business  again. 
Almost  immediately,  it  seems,  he 
was  in  trouble. 

When  Air  1  started  flying  last  year, 
Morris  made  a  splash  with  a  two- 
week  introductory  offer  for  flights  be- 
tween St.  Louis  and  New  York.  He 
charged  exactly  half  the  then-going 
coach  rate.  That  started  a  fare  war, 
which  hurt  Air  1  and  its  competitors, 
the  biggest  of  which  are  TWA  and 
Ozark.  "I  can't  blame  them  for  slash- 
ing prices  "  Morris  says. 

For  the  moment  fares  on  Air  1, 
TWA  and  Ozark  flights  are  headed 
upward:  this  month,  by  17%.  That 
will  cut  Air  l's  losses  to  $900,000  a 
month  from  $1.5  million.  Meanwhile, 
betting  his  airline  that  more  planes 
will  make  it  profitable,  Morris  is  us- 
ing the  money  raised  from  the  public 
to  increase  his  fleet  to  15  Boeing  727s 
from  7.  "At  15  planes  our  costs  drop 
from  13.5  cents  per  passenger  mile  to 
8.5  cents,"  Morris  figures.  "All  we 
want  is  15%  to  20%  of  the  markets 
we  are  in.  If  we  get  it  with  8.5-cent 
costs,  we  will  be  making  a  lot  of  mon- 
ey." Another  strength:  Air  1  is  union- 
free,  and  stewardesses  earn  only 
$12,000  or  so  a  year,  about  half  the 


average,  and  pilots,  at  $36,000,  way 
less  than  half.  Overhead  is  also  low. 

Still,  Air  1  can  put  only  76  passen- 
gers into  the  roomy  seats  of  its  727s, 
while  Ozark,  as  an  example,  can  carry 
110.  Air  1  will  have  four  stewardesses 
aboard,  Ozark  only  three.  Yet  Ozark's 
fares  are  about  the  same.  It  all  means 
that  Morris  must  fill  a  higher  propor- 
tion of  seats  than  his  competitors. 
He's  ^counting  on  service  and  fares  to 
do  it,  of  course. 


Morris  needs  to  up 
passengers  by  30%  to 
break  even.  His 
competitors  are  hardly 
flying  scared.  "It's  one 
thing  to  make  projections, 
another  to  meet  them," 
says  one.  "We  aren't 
conceding  a  thing." 

Morris,  so  far,  looks  good  in  his 
most  critical  decision:  to  buy  old  air- 
craft. Inexpensive,  used  gas-guzzlers 
have  helped  him  hold  down  operating 
costs.  He  paid  $2.25  million  each  for 
Air  l's  727- 100s.  A  far  more  fuel-effi- 
cient new  DC9-80  would  have  cost 
about  $27  million.  At  a  fuel  cost  of  83 
cents  a  gallon,  the  old  planes  are  a 
bargain.  But  if  the  cost  should  hit 
$1.50  or  so  a  gallon,  Morris  would  be 
better  off  with  the  higher-priced  but 


more  fuel-efficient  aircraft. 

Morris  says  he  will  continue  to  use 
fuel  hogs  when  he  expands  into  new 
cities.  Inaugural  flights  to  Houston 
and  Los  Angeles  are  scheduled  to  be- 
gin within  the  next  month.  Flights  to 
Boston,  Atlanta,  San  Francisco,  Chi- 
cago and  Minneapolis  probably  will 
follow.  By  year's  end  Air  1  will  have 
only  four  727- 100s  and  eleven  727- 
200s.  The  200s  are  more  costly,  about 
$5  million  each,  used.  They  hold  100 
first-class  seats. 

To  break  even  by  summer,  Morris 
must  maintain  a  55%  load  factor.  In  a 
76-passenger  plane,  that  means  42 
passengers.  But  in  the  bigger  craft  it 
means  55.  So  Morris  must  increase 
the  number  of  passengers  on  the  flight 
by  nearly  one-third.  And  he  must  do 
so  in  new  markets  where  competition 
is  stiffer  and  where  Morris'  presence 
is  likely  to  precipitate  new  price  wars. 
Morris  is  optimistic. 

The  competition  is  listening  but  is 
hardly  flying  scared.  "His  arithmetic 
sounds  fine,"  says  TWA  Senior  Vice 
President  Neil  M.  Effman.  "But  it  is 
one  thing  to  make  projections  and 
another  to  meet  them.  He  will  have  to 
earn  his  market  share.  We  are  not 
going  to  concede  a  thing." 

The  public,  seemingly,  still  has 
faith.  Air  1  went  public  at  $5  a  share. 
Its  shares  still  recently  traded  over- 
the-counter  at  only  a  tad  less.  ■ 


Diasonics  Inc.  was  a  new  issue  that  had 
everything  going  for  it.  Or  so  it  seemed. 


Solid 
as  a  rock? 


By  Richard  L.  Stern 


Diasonics  Inc.  went  public  in 
February  1983,  selling  5.6  mil- 
lion shares  at  $22  a  share,  a 
price  that  put  a  value  of  $134  million 
on  the  entire  company.  That  was  just 
the  beginning.  It  soon  climbed  to  $29 
a  share,  adding  $39  million  more  to 
the  company's  market  value.  Hot? 


Diasonics  was  sizzling. 

Why?  Well,  some  analysts  were 
projecting  60  cents  a  share  in  1983 
earnings  for  the  Milpitas,  Calif,  com- 
pany. Then  there  was  its  product  line: 
advanced  medical  diagnostic  imaging 
equipment.  Best  of  all,  look  at  the 
names  involved:  Legendary  venture 
capitalist  Arthur  Rock,  he  of  Tele- 
dyne,  Apple  Computer  and  Intel,  was 
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Venture  capitalist  Arthur  Rock,  a  founder  ofDiasonics 
Happiness  was  selling  at  22. 


The  Professional's  Islands 


Like  attracts  like.  And  the  Cayman 
Islands  largely  attract  a  peer  group. 

Mostly  successful  executives,  pro- 
fessional people  and  young  early 
achievers. 

Mostly  seeking  relaxation  with  no 
hassle  or  frazzle  in  a  British  Crown 
Colony  where  they  can  relax  among 
congenial  people  in  an  uncrowded, 
unspoiled  environment. 

Miles  of  white  sand  beaches.  An  in- 
credible undersea  wonderland  for 
snorkelers  and  scuba  divers.  Proba- 
bly the  best  bone  fishing  in  the  world 
on  the  Little  Cayman  flats.  And  the 
most  experienced  deep  sea  fishing 
guides  in  the  Caribbean.  Winter  tem- 
perature about  82°. 

With  over  400  international  bank 
managers  on  the  island  the  food  has 
to  be  excellent.  And  there  are  more 
luxury  condominiums  for  families  and 
friends  that  cost  less  than  compara- 
ble hotel  accommodations  in  the  Baha- 
mas or  most  other  Caribbean  resorts. 

A  number  of  newly  refurbished  ho- 
tels. Luxurious  villas  and  clubs. 

Cayman  Airways  now  provide  727- 
200  First  Class  and  Coach  service  from 
Miami  and  Houston.  An  hour  from  Mi- 
ami. Less  than  3  from  Houston. 

Good  travel  agents  know  about  the 
Cayman  Islands.  Or  call  or  write  for 
brochures. 

(305)  444-6551 

CAYMAN  #'  ISLANDS 
Department  of  Tourism 

250  Catalonia  Ave..  Coral  Cables.  FL  33134 
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Diasonics'  founding  chairman;  an- 
other founder,  Dr.  Robert  Noyce,  was 
vice  chairman  of  Intel. 

One  year  later  Diasonics  is  selling 
for  about  6V2  a  share,  and  $127  million 
in  market  value  has  vanished  into 
thin  air.  Instead  of  60  cents  per  share 
in  earnings,  the  company  expects  to 
report  a  pretax  loss  of  at  least  $60 
million,  maybe  $65  million. 

That  loss  mainly  reflects  Diasonics' 
decision  to  get  out  of  one  of  its  major 
businesses,  add-on  digital  image  pro- 
cessors, which  are  used  to  enhance 
standard  X-ray  equipment.  But  Dia- 
sonics also  is  losing  money  in  some  if 
not  all  of  its  other  medical  scanning 
business  lines — ultrasound,  nuclear 
magnetic  resonance,  conventional  X- 
ray  equipment  and  "whole  room" 
digital  image  processors.  In  short,  a 
lot  has  gone  wrong. 

For  example,  the  competition  in 
some  areas  proved  stronger  than  ex- 
pected, and,  in  digital  radiology,  clini- 
cians didn't  use  the  devices  nearly  as 
much  as  expected.  Finally,  there  was 
the  uncertainty  over  Medicare  fund- 
ing changes  and  the  fears  that  gallop- 
ing technology  would  leave  buyers 
with  obsolete  goods.  That  made  many 
hospitals  hesitate  to  buy  expensive 
new  equipment. 

However,  competitor  Adac  Labora- 
tories made  money  in  1983  while  Dia- 
sonics lost  money.  How  come? 

According  to  Adac's  chief  financial 
officer,  Thomas  Gross,  "They  were 
undercutting  everyone  else,  discount- 
ing machines  at  prices  we  simply 


couldn't  sell  for.  I  guess  they  decided 
that  with  all  that  public  money  they'd 
raised,  they  could  buy  themselves  a 
hefty  share  of  the  market."  Diasonics 
denies  it  was  buying  market  share, 
saying  that  discounting  became  in- 
dustrywide because  of  weak  demand. 

To  say  the  least,  Diasonics'  1983 
disaster  has  caused  a  lot  of  unhappi- 
ness.  A  shareholder  class-action  suit 
against  Diasonics  and  underwriters  F. 
Eberstadt;  L.F.  Rothschild,  Unterberg, 
Towbin;  and  Hambrecht  &  Quist  al- 
leges that  they  all  should  have 
known,  but  did  not  state  in  the  pro- 
spectus, that  the  market  for  digital 
add-on  radiography  had  softened.  A 
Diasonics  spokesman  says  the 
charges  are  without  merit. 

The  main  loser  until  now  in  Dia- 
sonics is  the  public.  Arthur  Rock 
cashed  in  some  of  his  chips  at  the 
initial  public  offering  and  took  a  tidy 
$3.1  million  for  the  150,000  shares  he 
sold.  He  still  retained  8.09%  of  the 
company.  Noyce  got  $2.5  million  for 
120,000  shares  but  kept  6.99%,  while 
Diasonics  President  Albert  Waxman 
collected  $7.3  million  and  kept 
6.21%.  While  the  general  public  is 
well  underwater  with  its  $22-a-share 
offering  price,  Diasonics  insiders  paid 
an  average  of  $1.11  a  share  and  in 
some  cases  much,  much  less. 

Is  there  a  moral  here?  There  sure  is: 
In  the  new-issues  market  the  public 
takes  most  of  the  risk  while  the  insid- 
ers take  most  of  the  gravy.  Instead  of 
buying  new  issues,  may  we  suggest  a 
pleasant  afternoon  at  the  racetrack?  ■ 
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PRUDENTIAL  AGENT 
CAN  KEEP  YOU  FROM  LEAVING  TOO 
MUCH  OF  YOUR  ESTATE  TO  THE 
WRONG  RELATIVE. 


If  you  don't  plan  your  estate  properly, 
you  could  leave  as  much  to  Uncle  Sam  as  you 
do  to  your  family. 

Which  is  why  you  should  talk  to  a 
Prudential  agent  today  and  get  a  free  financial 
security  review. 

It's  a  way  of  planning  for  your  family's 
future  by  taking  an  in-depth  look  at  your  current  ] 
resources.  Your  assets  and  income.  Your 
expenses  and  liabilities.  How  much  you  can 
save.  And  how  you  plan  to  handle  your 
children's  education. 

By  taking  your  overall  financial 
picture  into  account  your  Prudential 
agent  can  help  you  maximize  the 
value  of  your  estate.  And  help 
minimize  the  taxes  it  will  incur. 

Prudential  offers  a  wide  variety  of 
insurance  plans  and  financial  services. 

Which  means  your  agent  can 
help  you  get  the  most  for  your  money. 

So  talk  to  your  Prudential  agent 
today.  And  give  more  of  your  estate  to 
your  family  and  less  to  the  IRS. 
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A  survivor  from  the  wreck  of Jimmy  Lings 
empire,  Tyler  Corp.  s  Joseph  McKinney  has 
learned  from  his  mentors  mistakes. 


The  survivor 


By  Robert  H.  Bork  Jr. 


P>  iloting  jets  and  scuba  diving 
"  are  risks  enough  for  Joseph 
McKinney  these  days.  In  his  busi- 
ness life  the  52-year-old  chairman  of 
Tyler  Corp.  manages  a  collection  of 
prosaic  operations  that  includes  mak- 
ers of  sewage  pipe  and  industrial  ex- 
plosives and  two  trucking  lines. 

Etched  in  McKinney's  memory  is 
the  recollection  of  what  happened  to 
his  mentor,  Jimmy  Ling  (see  box), 
whose  use  of  leverage  and  financial 
razzle-dazzle  led  to  the 
spectacular  near-collapse 
of  his  billion-dollar  LTV 
conglomerate  in  1970  and 
then  the  bankruptcy  of  his 
comeback  try  with  Ome- 
ga-Alpha in  1974.  Ling 
liked  leverage.  "I  worship 
cash — rather  than  glam- 
our or  growth,"  McKin- 
ney states  with  a  born- 
again  sincerity. 

From  1971  to  1981 
Tyler  enjoyed  earnings- 
per-share  gains  averaging 
23%  and  return  on  equity 
averaging  20%.  But  in 
1982  the  high  interest 
costs  of  two  acquisitions, 
the  recession  and  trucking 
deregulation  troubles  set 
Tyler  back,  causing  its 
earnings  to  fall  63%.  But 
where  such  a  setback 
would  have  been  a  serious 
blow  to  the  old  LTV, 
Tyler  rode  out  the  storm. 
In  1983  sales  climbed 
10%,  to  $961  million; 
earnings  rebounded  81%, 
to  $18.5  million. 

McKinney  is  a  Jesuit- 
educated,  Harvard  M.B.A. 
who  worked  closely  with 


Ling  when,  in  1960,  the  pair  set  up  a 
venture  capital  firm,  Electro-Science 
Investors,  and  began  backing  high- 
technology  long  shots.  McKinney 
made  his  first  million  in  1960,  before 
turning  29.  Recalls  McKinney:  "The 
[Electro-Science]  stock  went  up  hap- 
pily unencumbered  by  the  burdens  of 
performance."  By  the  time  he  was  32, 
however,  the  company  had  flopped. 
McKinney  was  being  dunned  by 
banks  for  $1  million  he  had  borrowed 
and  invested.  "Every  time  the  tele- 
phone rang  I  would  run  into  bed  and 


Joseph  McKinney,  Tyler  Corp.  chairman 
"Every  time  the  telephone  rang  I  would  run  into 


hide  under  the  covers." 

His  second  chance  came  in  1965 
when  Ling  called  him  to  help  unload 
three  military  suppliers  from  the 
Ling-Temco-Vought  empire.  Ling 
traded  the  three  to  McKinney  for 
stock  in  McKinney's  new  company. 
McKinney  had  no  capital  but  persuad- 
ed his  Dallas  bankers  to  carry  him  and 
let  him  run  the  new  company. 

Saturn  Industries,  as  the  new  outfit 
was  called,  sold  the  military  suppli- 
ers. McKinney  didn't  think  depending 
on  one  customer,  particularly  the  U.S. 
government,  was  a  good  idea.  With 
the  cash  and  more  bank  borrowings, 
he  switched  from  defense-glamour  to 
down-to-earth  companies.  First,  in 
1966,  came  C&H  Transportation,  a 
heavy-freight  hauler.  A  steady  earner, 
it  generated  enough  cash  to  buy  Tyler 
Pipe  for  $43  million  in  1968.  Tyler,  a 
manufacturer  of  sewage  pipe  with  $43 
million  a  year  in  sales  then,  gave  the 
conglomerate  its  name. 

Tyler  Pipe  instantly  became  the 
biggest  contributor  to  the  bottom 
line.  In  1982,  when  the  recession  was 
beating  up  on  other  pipemakers,  Tyler 
managed  an  operating  profit  of  $24 
million,  on  sales  of  $180  million,  a 
33%  return  on  assets. 

McKinney  runs  a  tight  ship.  Half 
Tyler  Pipe's  workers  are  on  a  piece- 
work incentive  program,  and  only  7% 
of  the  conglomerate's 
10,000  employees  are 
union  members. 

No  long  shots  for 
McKinney.  Three  of 
Tyler's  six  operations — 
Tyler  Pipe,  Atlas  Powder 
and  C&.H  Transporta- 
tion— are  the  leaders  in 
their  industries,  with  At- 
las claiming  it  passed  Du 
Pont  last  year  to  become 
the  top  U.S.  seller  of  in- 
dustrial explosives.  The 
1981  purchase  of  Hail- 
Mark,  a  distributor  of 
electronic  components, 
may  be  his  best  move 
since  the  acquisition  of 
Tyler  Pipe.  Hall-Mark 
contributed  25%  of 
Tyler's  sales  and  20%  of 
profits  in  1983.  The  other 
1981  purchase,  Reliance 
Universal,  a  specialty 
chemical  coatings  maker, 
accounted  for  18%  of 
1983  sales  and  21%  of 
profits. 

"We  don't  buy  turn- 
arounds. And  we  don't 
buy  small  operations," 
McKinney  says.  Why  no 
small    companies?  "Be- 


bed. 
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Going  up,  going  down 

J im  Ling  and  Joe  McKinney  reg- 
ularly run  into  each  other  on  the 
elevator  in  the  building  where  they 
head  companies:  McKinney,  his 
billion-dollar  conglomerate;  Ling, 
his  Xenerex  Corp.,  which,  accord- 
ing to  10K  forms,  lost  $8.3  million 
in  oil  and  gas  exploration  in  1982. 

Ling,  now  61,  was  the  flamboy- 
ant king  of  the  conglomerators  in 
the  1960s,  starting  with  $2,000  and 
building  what  is  now  LTV  Corp. 
He  would  soak  in  his  marble  tub. 
He  would  lecture  on  his  philos- 
ophy of  business.  But  Ling's  house 
of  leverage  tumbled.  He  lost  LTV, 
and  his  ventures  since  have  been 
on  the  sour  side. 

Two  years  ago  he  was  paralyzed 
with  a  disorder  of  the  nervous  sys- 
tem. He  says  he  is  much  recovered, 
although  his  feet  and  lower  legs 
still  are  partly  paralyzed. 

Ling  and  McKinney  were  part- 
ners in  1960  in  a  company  that 
went  bust.  "That  was  a  long  time 
ago,  and  there  have  been  a  lot  of 
bad  deals,"  Ling  says,  and  then  says 
some  nice  things  about  Joseph 
McKinney  (see  story)- — R.H.B. 


cause  by  the  time  a  company  gets  to 
be  $100  million  or  so,  it's  proven  that 
it  can  handle  the  stresses  of  size." 

The  lessons  of  Ling's  collapse  are 
constantly  before  him.  McKinney  has 
no  illusions  that  he  can  turn  a  bad 
company  into  a  good  one — as  Ling 
thought  he  could  do.  McKinney:  "The 
worst  folly  I  can  think  of  is  for  a 
couple  of  guys  up  here  who  are  philos- 
ophers to  superimpose  their  amateur 
judgment  on  the  professional  judg- 
ment that  put  together  the  track  rec- 
ord that  attracted  you  in  the  first 
place." 

As  encouragement,  McKinney  of- 
fers managers  a  piece  of  the  action. 
Managers  own  some  20%  of  Tyler. 

Again,  apparently  recalling  Ling's 
downfall,  McKinney  says  he  spends 
more  and  more  time  on  "stray  bullet 
drills,  trying  to  identify  that  one 
event,  or  series  of  events,  however 
unlikely,  that  could  bounce  off  a  wall 
and  pierce  our  heart.  Let's  call  it  a 
healthy  paranoia." 

The  teacher,  Jimmy  Ling,  has  sunk 
into  obscurity,  while  the  pupil  went 
on  to  bigger  things.  McKinney  profited 
from  Ling's  mistakes.  Of  Tyler  Corp.  's 
success,  Jimmy  Ling  says  graciously: 
"My  current  claim  to  fame  is  that  I 
recruited  McKinney  and  brought  him 
to  Dallas.  He's  A-plus."  ■ 


How  buying  an  Audi  5000S  in  Germany  can 
help  pay  for  a  vacation  in  Europe. 

It  you  buy  a  new  Audi  50(  i0S  through  our  European  delivery 
Wl/jgjr  program,  you  can  start  planning  a  vacation  to  Europe  with 
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Crain  Communications  operates  in  a  way 
that  violates  most  business  school  canons. 
Result?  A  lot  of  growth  and  a  lot  of  fun. 


Two  Crains 
in  a  candy  store 


By  Kevin  McHanus 


If  ever  there  was  a  mom-and-pop 
company,  it  was  Chicago's  Crain 
Communications,  founded  in 
1916  by  the  late  CD.  Crain  Jr.  (Pop) 
and  headed  for  years  by  Crain  and  his 
wife,  Gertrude  (Mom).  She  and  her 
two  sons  run  the  shop  now.  Ranee 
Crain,  45,  is  president  and  idea  man. 
Keith,  43,  is  vice  chairman  and  busi- 
nessman. Gertrude  serves  as  chair- 


man and  arbiter  of  the  occasional  dis- 
putes that  arise  between  her  sons. 

Old-fashioned  this  may  seem  but  it 
is  highly  effective.  While  Crain  is  no 
giant,  it  is  no  longer  tiny,  either.  Its 
revenues  rose  by  700%  during  the 
1970s,  and  in  1983  they  were  close  to 
$80  million.  The  Crain  empire  con- 
sists of  Advertising  Age,  Cram's  Chicago 
Business,  Automotive  News  and  20  oth- 
er papers  and  magazines. 

Never  has  Crain's  reputation  been 


higher;  its  newspapers  and  magazines 
are  generally  well  edited  and  chock- 
full  of  hard  news,  much  of  it  exclu- 
sive. Two  periodicals,  Advertising  Age 
and  Automotive  News,  are  considered 
the  publications  of  record  in  their 
fields. 

Two  weeklies  begun  from  scratch 
in  the  past  five  years,  Crain's  Chicago 
Business  and  Crain 's  Cleveland  Business, 
have  become  household  names  in 
their  home  cities.  Growth  has  come 
fast.  The  company  has  started  up  or 
acquired  14  publications  and  has 
gained  more  than  half  a  million  read- 
ers since  1973. 

All  this  has  required  extensive  in- 
vestment and,  as  a  result,  the  com- 
pany's assets  have  grown  faster  than 
profits;  the  company  confirms  that 
but  won't  give  numbers.  Ranee  Crain 
professes  no  great  concern.  "Profit- 
ability is  the  least  important  thing  on 
my  mind,"  he  says.  "As  long  as  we're 
able  to  pay  our  bills,  provide  a  good 
living  for  our  employees,  put  out  qual- 
ity publications  and  have  enough 
money  left  over  to  start  new  things, 
I'm  happy."  As  a  result  of  the  decline 
in  profitability,  the  company's  contri- 
butions to  its  employee  profit-sharing 
plan  fell  from  15%  of  payroll  to  as  low 
as  5%  in  the  years  1980  through  1982. 


ejti.  


Ranee,  Gertrude  and  Keith  Crain  of  Crain  Communications 
Heir  nonapparent. 
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"Our  IBM  small  computer  is  so  reliable,  our 
guests  are  never  left  out  in  the  cold." 

-Bob  Purrington,  Hospitality  Manager 
Killington  Ski  &  Summer  Resort,  Vermont 


"Nothing  could  be  worse 
for  us  than  to  have  our 


guests  wafting  around  to 
check  in  or  pay  their  bills 
because  our  computer  is 
down.  So  we  chose  an  IBM 
computer  for  that  very 
reason,  ft  assures  our 
guests  a  warm  reception!' 

For  more  information  call 
1  800  IBM -2468  ext.  60. 


ALLTHAT 
GLITTERS 
ISN'T  9999 
GOLD. 


Keith  Crain  says  the  contribution  re- 
turned to  15%  in  1983. 

But  the  spending  goes  on.  The 
Crains  plan  to  spend  about  $600,000 
this  year  to  improve  Ad  Age  and,  start- 
ing in  April,  will  increase  its  frequen- 
cy from  weekly  to  twice  weekly.  With 
paid  circulation  of  about  80,000,  Ad 
Age  is  comfortably  ahead  of  its  upstart 
new  competitor,  Adweek  (paid  circula- 
tion, about  36,000).  In  advertising 
pages,  too,  Ad  Age  (3,565)  was  well 
ahead  of  Adweek  (1,970)  in  1983,  al- 
though Adweek  has  gained  steadily  in 
both  categories. 

Automotive  News,  meanwhile,  stands 
practically  unchallenged  for  readers 
and  advertisers.  Auto  manufacturers 
and  dealers  make  up  its  main  audi- 
ence. Automotive  Neivs,  with  a  circula- 
tion of  61,000,  had  revenues  last  year 
of  $12  million.  Forbes  estimates  its 
profit  at  more  than  $3  million. 

While  Crain's  flagships  keep  steam- 
ing ahead,  some  of  its  key  employees 
assert  that  the  company  suffers  from 
two  fundamental  weaknesses.  One, 
editors  and  others  say,  lies  in  Crain's 
lack  of  a  long-term  strategy.  Maybe 
so,  but  the  lack,  if  it  exists,  hasn't 
held  the  company  back.  A  possibly 
more  serious  problem  is  the  lack  of 
any  clearly  annointed  successor  to 
mother  Gertrude.  But,  given  the  fam- 
ily's record  for  harmony,  this  may  be 
less  of  a  problem  than  meets  the  eye. 

The  brothers  acknowledge  that 
their  strategy,  such  as  it  is,  is  opportu- 
nistic. Crain  investment  "depends  on 
circumstances  and  our  personal  inter- 
ests," says  Ranee.  "For  instance,  the 
last  publication  we  bought  was 
Monthly  Detroit,  a  city  magazine.  My 
brother  works  and  lives  in  Detroit, 
and  he  loves  the  city,  so  he  thought 
that  it  would  be  an  enormous  amount 
of  fun  to  get  involved  with  that  publi- 
cation." He  adds,  "We  don't  look  at 
things  just  because  we  think  we  can 
make  a  buck  on  them." 

That  strategy  is  openly  criticized 
around  Crain — which  says  much 
about  the  open  atmosphere  that  pre- 
vails in  this  family  company.  Says 
Crain's  Chicago  Business  Editor  Dan 
Miller:  "Keith  has  said  in  a  meeting  of 
Crain  editors  that  his  approach  is  like 
a  candy  store."  In  other  words,  a  little 
this  and  a  little  that,  whatever  looks 
sweeter.  Results?  Says  Miller:  "Re- 
cently we  bought  a  completely  con- 
sumer publication,  Monthly  Detroit, 
and  a  year  and  a  half  ago  we  bought 
this  crazy  thing  down  in  Florida, 
Humm's  Guide  to  the  Florida  Keys,  and 
then  we  purchased  a  rubber-industry 
journal  in  Europe  that  deals  with  the 
nibber  industry.  Now  if  you  can  figure 
out  some  strategy  encompassing  all 


The  Gold  Maple  Leaf  is  9999  pure,  solid  gold.  Other  coins  may  start  with 
solid  gold,  that  they  then  dilute  with  base  metal.  So  if  you're  investing  in 
gold,  invest  in  the  solid  gold  purity  of  the  Gold  Maple  Leaf. 

Canada's  Maple  Leaf 

THE  PUREST  GOLD  COIN  IN  THE  WORLD. 

Call  800-331-1750  for  the  Maple  Leaf  Dealer  nearest  you. 
In  Oklahoma  call  800-722-3600. 
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three  of  those  publications,  you're  a 
better  man  than  I  am." 

Keith  Crain  rebuts  such  criticism 
by  pointing  to  the  record.  Says  he:  "If 
Dan  Miller  took  a  look  at  what  has 
happened  since  he  joined  the  com- 
pany"— in  1978 — "he  would  see  that 
it  has  probably  doubled  in  size.  That's 
pretty  good  growth,  and  a  lot  of  it  has 
to  do  with  opportunities  that  present 
themselves  to  my  brother  and  me." 
Does  he  object  to  being  openly  criti- 
cized by  his  own  employees?  Keith 
Crain:  "When  you  respect  an  editor  as 
much  as  I  respect  Dan,  he  can  say 
almost  anything." 

There  is  no  reason  to  think  that  the 
Crains  will  need  to  curb  their  free- 
wheeling ways  any  time  soon.  Be- 
cause Automotive  News  and  Advertising 
Age  have  long  generated  sufficient 
profits  to  finance  most  of  the  acquisi- 
tion and  expansion,  Crain  has  bor- 
rowed nary  a  dime.  And  if  acquisi- 
tions have  conformed  to  the  brothers' 
personal  interests,  it  has  become  clear 
that  they  possess  the  feel  for  their 
trade  that  is  vital  to  success  in  pub- 
lishing. In  1964,  as  a  25-year-old  Ad- 
vertising Age  reporter,  Ranee  decided 
that  the  paper  had  "at  all  costs"  to  get 
a  scoop  by  printing,  as  news,  a  copy  of 
the  first  ad  ever  composed  for  Ford's 
Mustang.  He  says  he  swiped  a  copy 
from  Look's  Chicago  printers.  Keith 
Crain  says,  "That  ad  and  that  car 
made  Lee  Iacocca,  and  15  years  later 
we  broke  the  story  that  he  was  fired 
from  Ford  Motor  Co.  That  was  Auto- 
motive News'  exclusive  story." 

The  Crains'  own  enthusiasm  for 
the  news  has  attracted  other  talented 
people  to  the  chain.  Editor  Miller, 
while  lamenting  the  lack  of  strategic 
planning,  says,  "I  would  rather  work 
for  a  company  riddled  with  idiosyn- 
cracies,  like  Crain  Communications, 
than  put  up  with  a  management  or  an 
ownership  where  the  joy  of  publish- 
ing is  not  part  of  their  business  deci- 
sions." He  worries,  though,  whether 
the  Crain  management  style  may 
drive  away  some  valuable  employees. 
"Maybe  the  Crain  brothers  will  have  a 
great  time  and  have  a  lot  of  fun, 
but  .  .  .  I've  got  staffers  who  are  not 
going  to  be  at  Crain  in  the  next  few 
years  unless  we  go  into  a  more  excit- 
ing place  than  Detroit  and  Cleveland, 
or  Hutnm's  Guide  to  the  Florida  Keys." 

As  for  the  succession,  Gertrude 
Crain,  now  in  her  60s,  has  arranged 
for  Keith  and  Ranee  to  inherit  equal 
amounts  of  her  shares  in  Crain.  She 
says:  "Ranee  is  a  million  ideas  all  the 
time  and  the  kind  of  a  person  that 


every  company  needs,  because  you 
have  to  have  good  ideas  to  go  ahead. 
Keith  is  a  good  practical  guy,  he's  a 
good  publisher  and  he  has  his  feet  on 
the  ground."  But  can  they  share  the 
leadership?  "I  surely  hope  so."  The 
brothers  hope  so,  too.  "I'm  convinced 
that  there  is  not  going  to  be  any  im- 
portant disagreement  down  the  line," 
Ranee  says.  "We  will  subjugate  our 
desires."  On  one  thing  the  Crain  clan 


is  firmly  united:  The  company  will 
never  go  public.  Who  needs  stock- 
holders to  tell  you  that  you  ought  to 
be  expanding  into  Florida  or  Califor- 
nia when  you  prefer  to  make  a  splash 
in  your  own  hometown?  Arc  there 
drawbacks  to  this  style  of  manage- 
ment? Sure.  As  Ranee  likes  to  put  it, 
"I  don't  think  Time  Inc.  has  much  to 
worry  about  with  us."  But  are  the 
folks  at  Time  having  this  much  fun? 


Micronutrients  and  macrodollars 


Directors  of  Stone  Container  Corp. 
thought  they  had  a  loser  on  their 
hands  in  LyphoMed,  Stone's  strug- 
gling pharmaceutical  division.  So  the 
Chicago-based  paper  company  hired 
John  Kapoor  to  spruce  up  LyphoMed 
and  unload  it.  Sure  enough,  Kapoor 
unloaded  it — on  himself.  He  actually 
bought  the  division  and  turned  it  into 
a  highly  specialized,  highly  successful 


$20,000  a  month  on  $100,000  in  sales. 
Six  months  later,  when  Stone  offered 
Kapoor  a  job  as  LyphoMed's  general 
manager,  the  losses  had  swelled  to 
$75,000  a  month.  After  negotiating  an 
option  to  buy  the  firm,  Kapoor  took 
the  job.  "My  friends  thought  I  was 
crazy,"  he  says. 

He  wasn't.  Kapoor  raised  prices,  im- 
proved quality  and,  most  important, 
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LyphoMed  President  John  Kapoor 
"My  friends  thought  I  was  crazy." 


drug  company.  Today  Kapoor,  40,  is 
worth  $25  million. 

The  story  begins  in  1969:  Two  doc 
tors-turned-entrepreneurs  in  Chicago 
started  LyphoMed  to  freeze-dry  drugs, 
such  as  antibiotics,  too  unstable  to 
store  in  liquid  form.  Soon  the  com- 
pany was  bought  by  Stone,  seeking  to 
diversify.  It  was  a  case  of  "a  big  com- 
pany getting  into  a  business  it  didn't 
know  anything  about,"  says  Kapoor. 

Born  and  educated  in  Bombay,  Ka- 
poor came  here  in  1964  to  earn  his 
doctorate  in  medicinal  chemistry.  In 
1977  he  was  in  charge  of  manufactur- 
ing and  research  for  Invenex  Laborato- 
ries, which  makes  pharmaceuticals 
for  hospitals.  Bored,  he  applied  for 
work    at    LyphoMed,    then  losing 


went  after  a  tiny  market  that  had  been 
ignored  by  larger  drug  firms. 

Hospital  patients  fed  intravenously 
for  extended  periods  need  more  than 
sugar-and-water  solutions.  They  re- 
quire proteins,  carbohydrates  and  fats, 
which  are  supplied  by  major  drug 
companies.  But  in  the  early  1970s  re- 
searchers found  that  those  patients 
also  needed  supplemental  nutrients: 
electrolytes,  vitamins  and  trace  ele- 
ments, such  as  zinc.  When  Kapoor 
took  over  LyphoMed,  not  all  hospitals 
used  the  supplemental  nutrients.  The 
need  was  not  widely  known,  and 
there  was  no  common  source. 

LyphoMed  became  the  source.  It 
called  the  supplements  by  the  catchy 
name  of  "micronutrients"  and  sold 


96 


FORBES,  FEBRUARY  27,  1984 


"Our  IBM  small  computer  steered  us 
to  greater  profitability.'9 

-Gary  Hoefle,  Treasurer 
Overland  Transportation  System,  Inc. 
Indianapolis,  Indiana 


'The  way  you  make  money 
in  the  trucking  business  - 
is  to  keep  your  trucks  full 
and  moving.That's  just 
what  our  IBM  computer 
helps  us  do.  It's  one  of  the 
things  that  make  this 
company  go" 

For  more  information  call 
1  800  IBM -2468  ext.  60. 


them  through  medical  distributors 
and  directly  to  hospitals.  LyphoMed's 
sales,  which  still  include  freeze-dried 
chemicals  for  other  companies,  ex- 
ploded to  $19  million  last  year,  from 
$1  million  in  1978.  Earnings  last  year 
were  $2  million.  LyphoMed  turned 
profitable  in  early  1981.  At  that  time 
Stone  gave  Kapoor  90  days  to  exercise 
his  option  to  buy,  so  Stone  could  de- 
vote all  its  resources  to  paper.  The 
purchase  price  was  $2.7  million — $1.6 
million  in  cash  and  a  $1.1  million 
note.  Kapoor  himself  came  up  with 
only  $24,000 — "as  much  cash  as  I 
could  raise  without  taking  out  a  sec- 
ond mortgage  on  my  house,"  he 
says — but  got  the  rest  from  two  ven- 
ture capital  firms  and  a  bank.  Last 
May  LyphoMed  went  public  and  Ka- 
poor sold  10%  of  his  own  stock,  wind- 
ing up  with  $1.8  million  and  35%  of 
LyphoMed.  Not  bad  on  a  $24,000  in- 
vestment in  just  two  years.  Kapoor's 
remaining  1.4  million  shares,  at  a 
recent  price  of  18,  are  worth  about  $25 
million. 

As  the  use  of  micronutrients 
spreads,  LyphoMed's  revenues  may 
grow  as  much  as  25%  a  year  through 
1989.  Won't  that  growth  attract  big 
pharmaceuticals  makers  that  could 
muscle  LyphoMed  out?  Kapoor 
thinks  the  high  cost  of  entering  a 
small  market  will  keep  LyphoMed 
safe.  He  estimates  worldwide  sales  of 
micronutrients  at  $85  million  this 
year  and  $220  million  by  1990.  "We 
don't  think  those  numbers  are  big 
enough  for  any  of  those  companies  to 
make  a  commitment,"  he  says. 

In  anticipation  of  the  day  when  his 
market  is  saturated,  and  to  hedge  his 
bets,  Kapoor  is  moving  into  home 
health  care.  In  April  LyphoMed  paid 
$300,000  to  acquire  AcuCare,  a  home 
nursing  service  for  the  critically  ill.  It 
gives  LyphoMed  "a  window"  into  a 
market  Kapoor  expects  to  be  worth  up 
to  $40  million  by  1987.  The  move  is 
exactly  the  opposite  of  what  Kapoor 
did  before.  In  home  health  care  Ly- 
phoMed will  be  competing  for  a  tiny 
slice  of  a  huge  market.  Still,  Kapoor 
will  count  on  larger  companies  once 
again  to  overlook  opportunities  he 
can  exploit. — Christine  Donahue 

Is  being  good, 
good  enough? 

John  Kanas,  37,  is  about  to  find  out 
how  good  a  job  he  has  done  at  tiny 
North  Fork  Bank  &  Trust  Co.  on  Long 
Island  in  New  York.  Seven  years  ago 
Kanas,  a  former  schoolteacher,  be- 
came president  of  the  tiny,  lackluster 
bank  (assets,  $260  million,  1 /440th 
the  size  of  the  Bank  of  America)  and 


"In  the  great  Regent  tradition. 
The  Mayfair  Regents,  The  Regent,  Hong  Kong 
and  now 
The  Regent 
of  Washington, 
D.C." 


From  Spring  '84,  there 
is  a  home  for  the 
impossible  perfectionist 
in  Washington,  D.C. 
Understated  elegance 
echoes  the  subdued 
tones  of  The  Mayfair 
Regent  of  New  York. 
Absolute  comfort  reflects 
the  spacious  luxury  of 
The  Mayfair  Regent  of 
Chicago. 

And  those  who  have 
wished  for  a  similar 
experience  in  the 
nation's  capital  need 
wait  no  longer. 


A  HI  1,1  N  I     IM  m\AI  lOSAI  HOI  I  1 


2S50  M  Sireel.  N.W.,  Washington,  D  C.  20(»7 

HON(.  KONG  BANGKOK  KUALA  LUMPUR  MANILA  E1JI  COLOMBO  SYDNEY  MELBOURNE  HAWAII  PUERTO  RICO  ALBUO_UESO_UE  NEW  YORK  CHICAGO  WASHINGTON 

U.S.A.  TOLL  FREE  800-545-4000;  WASHINGTON  D.C.  202-429-0100,  TELEX  904282  OR  YOUR  TRAVEL  AGENT. 
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J&H  thinks  CFOs 
could  use  a  new  tool 
to  avoid  overf  unding 
pension  programs. 

What  doyou  think? 


Four  out  of  five  corporations  that  have  used  the 
J&H  liability  planning/asset  allocation  system  to  analyze 
their  pension  programs  have  concluded  that  they  are 
significantly  overfunding  their  salaried  plans. 

This  exclusive  J&H  system,  developed  by 
Dr.  Howard  Winklevoss,  incorporates  unique  computer 
forecast  and  projection  techniques  that  allow  CFOs  to 
evaluate  alternative  actuarial  assumptions  and  plan 
funding  methods  simultaneously. 

With  this  information,  CFOs  can  get  a  better  fix  on 
the  cost  of  their  pension  programs  and  fine-tune  the 
funding  policy.  Many  conclude  that  they  can  prudently 
reduce  current  contributions  and  continue  to  meet 
corporate  objectives. 

Pension  plan  funding.  You  should  know  your  options. 
We'd  like  to  talk  with  you  about  this. 

Johnson  Higgins 

We  answer  only  to  you. 


EMPLOYEE  BENEFIT  AND  ACTUARIAL  CONSULTING  :  RISK  AND  INSURANCE  MANAGEMENT  SERVICES  THROUGHOUT  THE  WORLD 


"I  called  IBM  and  the; 
turkey  wH" 


The  Up  &  Comers 


whipped  it  into  shape  by  firing  dead- 
wood  and  hiring  bankers  whose  fu- 
tures, and  bonuses,  were  tied  to  North 
Fork's  profits. 

The  result?  Assets  have  trebled  in 
the  past  five  years.  The  return  on 
those  assets,  1.7%,  and  the  return  on 
equity,  21%,  were  each  twice  the  in- 
dustry norm  in  1983  for  banks  of  its 
size.  Thus  North  Fork  became  one  of 
the  few  banks  to  appear  on  Forbes' 
1983  list  of  the  best  small  public  com- 
panies in  the  country.  But  Kanas'  test 
is  just  beginning.  He  puts  it  this  way: 
From  1982  to  1983  deposits  increased 
by  a  healthy  83%,  but  the  interest 
paid  on  those  deposits  rose  245%, 
thanks  to  deregulation.  "Now  that  we 
can  pay  all  this  interest,"  Kanas  says, 
"how  the  hell  are  we  going  to  make 
the  spread?" 


North  Fork  President  John  Kanas 
Now  the  battle  begins. 

The  long-term  answer:  "Equity  par- 
ticipation in  real  estate  ventures,  ac- 
cess to  the  general  insurance  busi- 
ness, full  access  to  the  securities  busi- 
ness, including  underwriting  and 
discount  brokerage,  and  real  inter- 
state banking."  As  the  Federal  Re- 
serve deliberates  the  wisdom  of  dereg- 
ulation to  that  extent,  Kanas  is  hardly 
waiting  idly.  He  took  North  Fork  pub- 
lic in  September  of  1982  and  raised 
over  $8  million  in  capital.  He  is  con- 
sidering the  purchase  of  two  banks  in 
New  York  State  and  is  adding  more 
branches  of  his  own.  He  talks  about 


me. 

-Wayne  "Grandp 

rnwell's  Turkey  House 
,  Michigan 


If  * 


m 


to  do  a 
business  out  of 
box.  But  my  IBM  sma 
business  computer 
changedallthat.lt 
makes  things  easier  to 
manage.  And  now  we're 
gobbling  up  the  profits'.' 
For  more  information  call 
1800  IBM -2468  ext.  60. 


Times  Square  Hotel  Company 


has  obtained 


$328,500,000 

in  construction  and  mortgage  financing  for  the 

New  York  Marriott  Marquis 

First  Federal  of  Arizona  has  arranged  the  construction 
and  permanent  loan  financing  for  the  New  York  Marriott  Marquis. 

Manufacturers  Hanover  Trust  Company  will 
administer  the  construction  loan. 

CO-LENDERS: 

First  Federal  Savings  and  Loan  Association  of  Arizona   Phoenix,  az 

United  Savings  Association  of  Texas  Houston,  tx 

Manufacturers  Hanover  Trust  Company  New  York,  ny 

Home  Federal  Savings  and  Loan  Association  San  Diego,  ca 

Gibraltar  Savings  Hollywood,  ca 

Th  e  Bowery  Savi  ngs  Bank  New  York,  ny 

Central  Savings  and  Loan  Association  San  Diego,  ca 

Perpetual  American  Bank.  FSB  Washington,  dc 

First  Savings  Association  of  Wisconsin  Milwaukee,  wi 
The  Benjamin  Franklin  Federal 

Savings  and  Loan  Association  Portland,  or 
Metropolitan  Federal  Savings  and  Ix>an 

Association  Fargo,  nd 
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January  30,  1984 


Walter  E.  Heller  International  Corporation 


has  sold  its  two  wholly-owned  finance  subsidiaries 


Walter  E.  Heller  &  Company 


and 


Walter  E.  Heller  Overseas  Corporation 


to 


The  Fuji  Bank,  Limited 


The  undersigned  initiated  this  transaction,  assisted  in  the 
negotiations  and  acted  as  financial  advisor  to 
Walter  E.  Heller  International  Corporation. 


Salomon  Brothers  Inc 


One  New  York  Plaza,  New  York.  New  York  10004 
Atlanta,  Boston,  Chicago,  Dallas,  London  (affiliate) 
Los  Angeles,  San  Francisco,  Tokyo  (affiliate) 
Member  of  Major  Securities  and  Commodities  Exchanges 


The  Up  &  Comers 


expanding  into  suburban  Connecti- 
cut, Florida  and  New  Jersey.  Of  more 
immediate  importance,  however,  is 
the  opening  of  several  small  loan  of- 
fices. With  only  350  square  feet  of 
floor  space  each,  their  overhead  runs 
low,  and  they  can  compete  against 
branches  of  money  center  banks  such 
as  Chemical,  Kanas'  largest  rival. 
"With  all  the  new  areas  people  are 
talking  about,"  says  Kanas,  "making 
loans  is  still  our  fundamental  busi- 
ness. We  don't  want  to  take  our  eye 
off  the  ball." 

Most  of  North  Fork's  new  loans  car- 
ry variable  interest  rates  in  order  to 
transfer  the  interest-rate  risk  from  the 
lender  to  where,  as  every  good  banker 
knows,  it  ought  to  be:  on  the  borrow- 
er. In  return  the  borrower  pays  a 
somewhat  lower  initial  rate.  "We're 


"The  real  estate  here  at- 
tracts a  prime  quality  buy- 
er," says  Kanas.  "It's  noth- 
ing to  see  a  loan  applicant 
who  makes  $600,000  or 
$700,000  a  year." 


saying,  'You  take  the  risk,  we'll  take  a 
smaller  margin,'  "  Kanas  explains. 
"Next  time  there's  a  recession  I'd  as- 
sume more  borrowers  than  banks  will 
go  broke  because  they'll  be  faced  with 
22%  carrying  charges  on  projects  that 
make  sense  only  at  14%  or  15%." 

The  number  of  banks  based  on  Long 
Island  has  dwindled  to  11,  from  31  in 
1963.  North  Fork  survived  largely  be- 
cause of  its  prime  location  in  the  fash- 
ionable Hamptons — one  of  the  na- 
tion's hottest  real  estate  markets — 
where  many  rich  New  Yorkers  keep 
second  homes.  Over  25%  of  Kanas' 
$127  million  loan  portfolio  consists  of 
commercial  real  estate  loans  on  mo- 
tels, condos  and  co-op  apartments. 
His  mortgage  customers  (accounting 
for  another  25%  of  loans)  are  a  bank- 
er's dream.  "The  prime  quality  real 
estate  out  here  attracts  a  prime  qual- 
ity buyer,"  says  Kanas.  "It's  nothing 
for  us  to  see  a  loan  applicant  who 
makes  $600,000  or  $700,000  a  year. 
That's  routine." 

Kanas  is  counting  on  it  to  stay  rou- 
tine. Although  more  deregulation  will 
free  him  to  add  profitable  services,  it 
also  frees  his  competitors,  especially 
his  big,  tough  rivals  from  the  city.  For 
all  Kanas'  success  in  turning  a  small 
bank  into  a  real  winner,  the  real  battle 
is  just  beginning. — Barbara  Kallen 


"Thanks  to  our  IBM  computer  network,  our 
distribution  system  has  taken  a  giant  step'.' 


-Cameron  Anderson,  President 
Kinney  Shoe  Corp.,  New  York,  NY 


Minnesota  Power 
increases  dividend 
14th  consecutive 
year 


III 


On  January  25 
the  directors  of  Minnesota  Power  (MPL) 
increased  the  quarterly  dividend  on 
common  stock  to  64  cents  per  share. 
This  is  equivalent  to  an  annual  dividend 
of  $2.56,  compared  to  $2.40  per  share 
paid  in  1983. 

The  dividend  is  payable  March  1  to 
shareholders  of  record  on  February  15 

Minnesota  Power's  Dividend 
Reinvestment  Plan  qualifies  for  tax 
deferral. 

For  a  copy  of  our  1983  Annual  Report 
write  Arend  Sandbulte,  chief  financial 
officer. 


mmnesota  power 

30  West  Superior  Street 
Duluth.  Minnesota  55802 
218/722-2641 
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BELLSOUTH  TECHNOLOGY 
THE  STRENGTH  OF  OUR  NETWORK 
AND  THE  KEY  TO  OUR  FUTURE. 


BELLSOUTi 


 BELLSOUTH 

WE'RE  THE  RIGHT  COMPANY  IN  THE  RIGHT  PLACE  AT  THE  RIGHT  TIME. 


Created  as  a  result  of  the  breakup 
of  the  Bell  System,  the  BellSouth 
Corporation  is  a  company  with 
some  very  impressive  numbers. 

Our  assets  are  some  $21 .5  billion. 
We  serve  13.5  million  customers.  And 
we're  comprised  of  two  of  the  top- 
earning  Bell  operating  companies: 
Southern  Bell  and  South  Central  Bell. 

We  are  also  fortunate  to  be  serving 
the  nine-state  Southeast  region,  one 
of  the  fastest  growing  areas  in  the 
nation.  In  fact,  Census  Bureau  esti- 
mates indicate  that  the  region's  pop- 
ulation will  increase  by  14  million  by 
the  year  2000. 

BellSouth  is  big.  Strong.  And  con- 
fident that  we  will  continue  to  build 
on  our  current  strengths. 

OUR  NETWORK 
IS  OUR  STRENGTH. 

How  do  we  plan  to  keep  growing? 
For  starters,  we've  spent  $15  billion 
to  keep  our  service  ahead  of  demand 
over  the  last  five  years.  In  fact,  two- 
thirds  of  our  plant  investment  is  un- 
der five  years  old. 

The  key  to  our  strength  is  our 
innovative  technology  Our  region 
pioneered  many  of  the  major  field 
trials  AT&T  conducted  in  the  past  15 
years.  FORTUNE  magazine  de- 
scribed us  by  saying  we  "embrace 
high  technology  with  the  fervor  a 
fundamentalist  preacher  reserves 
for  Holy  Writ." 

Our  achievements  prove  it.  Today, 
our  region  has  97%  Touch  Tone® 
capability.  Over  70%  of  customer 
access  lines  can  already  provide 
56  kilobit  data  service,  and  this  will 
reach  90%  by  1985.  Our  network 
already  includes  over  34,000  kilo- 
meters of  optical  fiber. 

OPPOSITE:  Growing  from  a  solid 
base  in  telecommunications, 
BellSouth  is  leading  the  way  in 
such  advanced  communications 
technologies  as  high-speed  data 
transfer  and  fiber  optics. 


WE  ARE  MARKETING 
TECHNOLOGY  TODAY. 

Divestiture  makes  these  accom- 
plishments even  more  significant.  In 
serving— and  anticipating— the 
customer's  needs,  we've  not  only 
kept  up  technologically,  but  we've 
surged  ahead. 

For  example,  in  Miami,  Florida, 
we  provided  the  fiber  optics  system 
for  high-speed  communications 
throughout  the  financial  district. 

At  the  Knoxville  World's  Fair,  we 
pioneered  the  first  commercial  use 
of  solar-powered  lighting  for  public 
phone  booths. 


In  South  Florida,  BellSouth  is  part 
of  the  first  commercial  application  of 

videotex,  a  system  which  uses  a 
normal  television  set  and  a  keyboard 
to  bring  a  world  of  services 
into  homes  and  businesses. 

Our  new  subsidiary,  BellSouth 
Mobility  Inc,  is  a  leader  in  the  devel- 
opment of  the  exciting  mobile  and 
portable  telephone  market. 

Working  within  the  legal  and  reg- 
ulatory framework  of  divestiture,  we 
are  exploring  other  marketing  op- 
portunities, too.  We  have  the  capa- 
bility to  market  services  which 
telephone  companies  have  used 
internally— such  as  billing  for  other 
long-distance  carriers  and  a  mecha- 
nized system  for  keeping  records  of 
outside  plant  locations  for  other  util- 
ity companies.  Another  opportunity 
involves  wiring  buildings  so  that  a 
number  of  businesses  could  share 


systems  such  as  PBX  service,  elec- 
tronic mail,  facsimile  and  teleconfer- 
encing—services  that  normally  only 
large  companies  can  afford. 

STRATEGIES  FOR  GROWTH. 

In  the  coming  Information  Age, 
BellSouth  intends  to  be  competitive, 
but  without  compromising  our 
standards  of  service  and  quality. 

First,  we  will  maintain  our  solid  rec- 
ord of  performance  in  the  critical 
start-up  years,  which  means  we  will 
be  service-oriented  and,  above  all, 
financially  driven.  Second,  ourfocus 
will  continue  to  be  on  the  telecom- 
munications business  for  the  foun- 
dation of  our  profits. 

This  means  that  we  will  work  to 
hold  onto,  and  enhance,  business 
segments  which  offer  sizeable  market 
growth  opportunities.  For  example, 
we've  announced  another  new 
subsidiary,  BellSouth  Advertising  & 
Publishing,  for  directory  operations. 
We  plan  to  market  telecommunica- 
tions equipment  to  our  customers. 
We  also  plan  to  serve  the  needs  of 
long-distance  carriers  so  thoroughly 
and  at  such  attractive  prices  that  they 
will  not  be  tempted  to  bypass  us. 

A  PROUD  HERITAGE 
AND  A  BRIGHT  FUTURE. 

While  our  business  will  continue  to 
be  telecommunications,  BellSouth 
will  explore  new  ventures,  new 
growth  markets  and  new  business 
opportunities  in  the  '80s  and  beyond. 
Our  goal  is  sound  and  profitable 
growth,  and  we  are  dedicated  to  it; 
we  believe  that  our  strengths  and 
our  skills  guarantee  it. 

To  learn  more  about  BellSouth, 
ask  your  broker  or  write:  Mr.  L.  E. 
Spradlin,  Director  of  Investor  Rela- 
tions, BellSouth  Corporation,  675 
West  Peachtree  Street,  N.E.,  Atlanta, 
Georgia  30375. 


The  government-run  luxury  automobile 
maker  was  dying  until  the  manager  saved 
it.  Now  Margaret  Thatcher  thinks  its  ripe 
for  sale,  but  where  does  that  leave . . . 


Jaguar 
Johnny 


By  Marcia  Berss 


Johnny  Egan  thinks  he  can  run 
his  Jaguar  car  company  alone. 
"We  don't  need  anybody,"  he 
says  defiantly.  Jaguar  Cars  Ltd.,  the 
luxury  car  maker  owned  by  the  Brit- 
ish government,  was  losing  $4  mil- 
lion a  month  in  1980,  and  striking 
unions  had  closed  its  Coventry  plant. 
Last  year  earnings  were  about  $45 
million  on  $700  million  in 
sales,  the  jewel  of  Britain's 
once-thriving  auto  industry 
was  rescued  and  44-year- 
old  John  Egan  became  Eng- 
land's Lee  Iacocca.  Dealers 
think  he  walks  on  water, 
labor  seems  to  love  him, 
and  the  government  uses 
Jaguar  as  evidence  that  Brit- 
ish industry  can  recover. 

But  Jaguar  may  be  slip- 
ping through  Johnny  Egan's 
fingers.  Prime  Minister 
Margaret  Thatcher  plans  to 
sell  public  assets  to  private 
investors,  and  Jaguar,  prime 
candidate  because  of  its 
success,  is  attracting  shop- 
pers. General  Motors  re- 
cently talked  to  the  govern- 
ment and  British  Leyland,  Jaguar's 
parent,  about  buying  it.  BMW  kicked 
the  tires  a  year  ago,  and  Ford  and 
Daimler-Benz  were  also  rumored  to 
be  seen  on  the  showroom  floor.  A  sale 
to  another  automaker  could  take  Egan 
out  of  the  driver's  seat,  so  he  tried  a 
management  buyout  last  fall.  It  failed, 
though  Egan  won't  say  why.  A  guess 
is  that  the  government  didn't  want 
the  adverse  political  fallout  a  manage- 
ment buyout  could  bring.  Under  an- 
other option,  selling  to  private  inves- 
tors in  a  stock  offering,  Egan  could 
still  maintain  managerial  control. 
Some  think  Jaguar  could  bring  up- 


wards of  $450  million  and  be  sold  by 
summer. 

Only  three  years  ago  Jaguar  was  al- 
most dead.  Its  cars  always  looked 
good  and  ran,  but  the  Jaguar  joke  was 
to  buy  two — one  to  drive  while  the 
other  was  being  repaired.  Buyers  of 
$35,000  sedans  don't  like  that.  The 
curly-haired  Egan,  a  shirt-sleeve  man- 
ager who  had  run  parts  operations  at 
Massey-Ferguson  and  British  Leyland, 


fobn  Egan,  chairman  and  chief  executive  at  a  revived  Jaguar 
If  the  dollar  drops,  may  everyone  flee  to  the  mark. 


was  installed  in  1980.  He  blamed  sup- 
pliers for  60%  of  Jaguar's  shoddy 
workmanship  (half  of  Jaguar's  parts 
are  bought  from  outside  sources)  and 
cajoled  them  into  improving  quality. 
He  set  up  a  "black  museum,"  display- 
ing suppliers'  damaged  or  unsuitable 
parts.  They  were  forced  to  pay  all  ex- 
penses traced  to  a  bad  part,  including 
dealers'  repair  costs. 

If  that  didn't  work,  Egan  switched 
suppliers.  In  1980,  8%  of  Jaguar's 
parts  were  bought  from  non-U. K. 
sources.  Now  19%  are  purchased 
abroad.  "I  used  to  see  some  cars  in  the 
shop  once  a  month,"  says  Bill  Gaby, 


general  manager  of  a  Los  Angeles  Jag- 
uar dealership.  "Now  I  see  them  at 
the  7,500-mile  service  check." 

Egan  also  worked  on  productivity. 
Some  workers  weren't  trying  very 
hard,  he  says,  so  he  got  rid  of  them. 
Employment  fell  from  10,200  in  1980 
to  8,200  today.  Output  now  is  at  3.5 
cars  per  employee  annually,  up  from 
1.9  cars  in  1979,  and  almost  reaching 
archrival  Mercedes'  standard  of  3.8 
vehicles  per  employee.  Today  Jaguar 
makes  29,000  cars  a  year  on  one  shift. 
It  took  two  work  turns  to  make 
29,000  in  1978. 

As  costs  fell,  Jaguar  got  a  big  boost 
in  revenues  from  the  strong  dollar. 
Only  a  quarter  of  Jaguar's  output  is 
sold  in  the  U.K.  Half  is  sold  in  the 
U.S.,  where  a  $350-per-car  fine  is 
slapped  on  because  its  18.8-miles-per- 
gallon  rating  doesn't  meet  U.S.  regu- 
lations. But  thanks  to  the  weak 
pound,  the  U.S.  price  inched  up  only 
2%  to  3%  annually  the  last  few  years 
anyway.  If  the  dollar  ever  falls,  Egan 
will  face  the  choice  of  increasing 
prices  to  maintain  profit  margins  or 
holding  prices  to  keep  assembly  lines 
running.  To  lessen  the  blow,  Jaguar  is 
trying  to  push  into  the  world's  sec- 
ond-largest luxury  car  market,  Ger- 
many. He  laughs:  "My  re- 
curring dream  is  that  when 
the  dollar  drops,  everyone 
flees  into  the  deutsche 
mark." 

Some  think  Jaguar  could 
benefit  from  a  strong  parent 
like  General  Motors,  which 
could  provide  more  market- 
ing and  development  mon- 
ey and  cushion  Jaguar 
through  currency  fluctu- 
ations. But  Egan  doesn't 
want  such  mates.  He  argues 
that  a  GM-type  alliance 
with  British  Leyland  with 
its  old-fashioned  product 
and  poor  quality  image  is 
what  got  Jaguar  in  trouble 
in  the  first  place. 

"British  Leyland  thought 
if  they  showed  off  the  Jaguar  in  their 
showrooms  it  would  rub  off  on 
them,"  he  says.  "Instead,  BL  rubbed 
off  on  us."  He  maintains  that  Jaguar 
must  be  independent  to  maintain  its 
mystique.  He  believes,  not  surprising- 
ly, that  if  the  government  sells  the 
company  to  investors  through  a  stock 
offering,  management  and  employees 
should  participate  via  stock  owner- 
ship, options  or  profit  sharing. 

"I've  heard  enough  about  econo- 
mies of  scale.  The  basic  question  is, 
do  you  have  enough  money  to  pay 
your  bills?  We  do.  This  company  has  a 
destiny  of  its  own."  ■ 
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E'RE  TAKING  OF 
INTO  THE  FUTURE 


ZIP+4 


ADDRESSING  TOmORRDUJ  TODAY. 


Imagine. 

A  remarkable  new  ZIP  Code  system 
for  business  mailers.  So  precise  it 
can  actually  pinpoint  specific  streets, 
specific  buildings.  Even  specific  build- 
ing floors. 

That's  the  ZIP +  4  code. 

Now  imagine  a  computerized  sorting 
system  so  advanced  that  it  automati- 
cally reads  the  last  line  of  the  address 
off  your  envelope.  Reducing  sorting 
time  while  increasing  sorting  efficiency. 

That's  the  Optical  Character  Reader 
(OCR). 

EFFICIENCY. 
Perhaps  most  amazing  is  the  fact 
that  both  the  ZIP  +  4  program  and  our 
OCR's  are  already  in  place.  Ready  to 
bring  technological  efficiency  to  the 


mountainous  task  of  moving  100  billion 
pieces  of  business  mail  per  year. 

But  to  deliver  the  future,  we  need 
your  help. 

Begin  by  being  sure  that  the  entire 
address  on  all  your  business  mail  is 
totally  visible,  legible  and  located 
properly.  Your  local  post  office  can  give 
you  all  the  information  you  need. 
ECONOMY. 

Use  of  ZIP +  4  codes  is  voluntary. 
But  by  adopting  them,  you'll  be 
rewarded  in  the  form  of  more  stable 
postal  rates.  In  fact,  when  you  meet 
the  eligibility  requirements,  you  can 
start  saving  postage  right  away. 

If  you're  a  First-Class  mailer  of  500 
pieces  or  more  who  already  presorts, 
you  can  save  a  half-cent  per  piece 


when  you  use  ZIP  +  4  codes.  And  that's 
on  top  of  the  three-cent  discount  for 
presorting. 

If  you're  a  First-Class  mailer  who 
doesn't  presort  but  mails  250  pieces  at 
a  time,  you  can  save  nine-tenths  of  a 
cent  per  letter. 

And  no  matter  how  many,  or  how  few, 
pieces  you  mail,  using  ZIP +  4  codes 
can  give  you  a  cleaner,  more  efficient 
mailing  list.  Plus  more  consistent 
delivery. 

COOPERATION. 

Let  us  show  you  how  you  can  put 
more  zip  in  your  mail  service.  Contact 
your  local  Postmaster  or 
Customer  Service  Represen-  jm? 
tative.  And  send  yourself  g^anr 
into  the  future.      ©uspsi983  """""" 


Itls  how  we  make  each  piece  support  all  the  others 
that  makes  us  what  we  are : 

Merrill  Lynch. 
A  breed  apart. 


XIV  Olympic      Merrill  Lynch 

Winter  Games    The  Official 

Sarajevo  1984    Financial  Services  Sponsor 


Arranging  your  finances  can  be  a  fragile  affair.  That's  why  you  need 
to  build  a  lasting  relationship  with  a  firm  that  offers  a  full  range  of 
integrated  financial  services.  A  firm  that  has  the  commitment  to  deliver 
each  one  with  the  same  uncompromising  quality. 

For  an  introduction  to  the  many  ways  in  which  we  make  each  part 
of  your  finances  work  in  concert  with  the  others  to  create  a  single, 
solid  structure,  please  look  at  our  new  brochure,  A  Commitment  to  Excellence. 
For  your  copy,  just  call  1-800-MERRILL  (ext.  9080)  Monday  through 
Friday  from  8:30  a.m.  to  midnight  Eastern  time. 


Merrill  Lynch 

Merrill  Lynch,  Pierce,  Fenner  &  Smith  Inc.  * 

A  bread  apart. 


How  the  leftists  have  thwarted  Maggie 
Thatcher's  antispending  plans.  And  how 
the  Iron  Lady  is  fighting  back. 


Thatcher's 
Proposition  13 


In  London  and  elsewhere,  the  high- 
er taxes  have  been  mostly  loaded  on 
to  business.  This,  of  course,  forces 
business  to  raise  prices,  but  business, 
not  the  pols,  then  gets  the  blame. 

In  1983,  local  property  taxes  cost 
British  industry  $9  billion,  or  $3  bil- 
lion more  than  the  corporation  tax. 
Between  1980  and  1983,  property 
taxes  jumped  IVi  times  faster  than 
inflation,  twice  the  raw  materials  in- 
crease and  8  times  faster  than  profits, 
according  to  the  Confederation  of 
British  Industry. 


By  Rosemary  Brady 


Britain's  Conservative  Prime 
Minister  Margaret  Thatcher  is 
at  it  again.  This  time  she  plans 
to  curb  the  country's  wildly  spending 
socialist-controlled  local  government 
councils.  Her  weapon:  a  version  of 
California's  Proposition  13  property 
tax  limits. 

"This  could  be  one  of  the  most  hot- 
ly contested  political  battles  of  1984," 
says  Home  Secretary  Leon  Brittan. 
From  right  and  left,  politicians  are 
attacking  the  proposal  to 
limit  property  taxes  or,  as 
they  say  in  England,  to  "cap 
rates." 

Surprisingly,  Thatcher  is 
getting  flak  from  her  own 
Conservative  Party  on  this 
one.  Old-line  Conserva- 
tives led  by  former  Prime 
Minister  Edward  Heath  ac- 
cuse Thatcher  of  betraying 
traditional  party  philos- 
ophy by  trying  to  centralize 
power.  Local  politicians  ac- 
cuse her  of  undermining 
rights  won  back  in  1601. 

That's  all  nonsense,  of 
course.  Many  local  govern- 
ments, often  controlled  by 
the  Labor  Party,  have  been 
thwarting  her  efforts  to  re- 
duce Britain's  runaway  gov- 
ernment spending.  They 
have  raised  property  taxes 
to,  for  example,  subsidize 
subway  rates'  and  rents  and 
run  youth  clubs  and  day 
care  centers.  Far  worse, 
they  pad  their  bureaucra- 
cies, Tammany  Hall  style, 
to  build  patronage.  In  the 
left-controlled  Greater  Lon-  Britain's  / 
don  Council,  local  spending  Now  she 
is  up  185%  since  1979.   


'rime  Minister  Margaret  Thatcher 

's  striking  at  patronage  and  pork. 


Look  at  McAlpine  &  Sons,  a  $330 
million  (sales)  contracting  firm  in 
London.  Over  the  last  13  years,  its 
property  tax  bill  soared  by  15  times,  to 
$1  million.  "We  finally  voted  with 
our  feet  and  moved  part  of  our  oper- 
ation outside  London  where  rates  are 
lower,"  says  Malcolm  McAlpine.  At 
James  Neill  Holdings,  a  $75  million 
(sales)  maker  of  machine  tools  in  the 
depressed  industrial  city  of  Sheffield, 
the  property  tax  bill  per  employee  has 
jumped  from  $100  to  $525  since  1977. 
"As  an  exporter,  I  can't  ask  a  custom- 
er in  Bangkok  to  pay  for  better  bus 
service  in  Barnsley  [near  Sheffield]," 
complains  Executive  Director  Mi- 
chael Mallett.  He  applauds  Prime 
Minister  Thatcher's  move.  "Rate  cap- 
ping is  a  blunt  instrument,  but  it's  the 
only  one  left,"  he  says. 

This  isn't  a  grass-roots  revolt  of 
homeowners  as  in  California.  The 
proposed  new  British  law  comes 
straight  from  the  top  and  aims  to  use 
the  threat  of  limiting  funds  to  force 
local  governments  to  spend  less.  It 
would  give  Environment  Secretary 
Patrick  Jenkin  the  power  to  set  upper 
limits  on  property  taxes  in  English 
and  Welsh  councils  that  exceed  spe- 
cial targets  calculated  by  the  central 
government.  (A  separate  Secretary  of 
State  oversees  Scotland's  local  coun- 
cils.) It  would  also  grant  Jenkin  a  "re- 
serve power"  to  set  limits 
in  all  450  English  and 
Welsh  councils  if  he  wants. 
Their  choice  would  be  sim- 
ple: cut  spending,  raise  lo- 
cal (nontax)  fees,  or  go  bust. 
"We  have  to  put  an  upper 
limit  on  the  spending  and 
rating  of  the  few  authorities 
impervious  to  other  pres- 
sures," Jenkin  says. 

Over  the  next  several 
months,  Conservative  and 
Labor  opponents  will  try  to 
water  down  or  even  defeat 
the  bill.  Jenkin  may  not 
win  all  the  power  sought, 
but  he  is  likely  to  get  some 
levers  on  local  spending  by 
next  year.  The  precedents 
favor  Thatcher:  Under  a 
1982  law,  the  Secretary  of 
State  for  Scotland  has  al- 
ready successfully  forced 
the  city  of  Glasgow  and 
three  other  Scottish  coun- 
cils to  cut  property  taxes— 
despite  their  loud  protests. 

Not  surprisingly,  That- 
cher's foes  are  wrapping 
themselves  in  the  Magna 
Carta.  But  it  is  the  good  old 
pork  barrel  that  they  are 
really  worried  about.  ■ 
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California  s  governor  is  serious,  upright,  iron-willed  and  utterly 
Middle  America.  How  did  he  happen  in  the  land  of  hot  tubs,  blue 
hair  and  transcendental  meditation? 


A  Boy  Scout 
in  lotusland 


By  Lawrence  Minard 

How  to  explain  George 
Deukmejian  (pronounced: 
duke-MAY-gee-un), 
there  among  the 
movie  stars  and  liber- 
al chic?  California's 
'new  Republican  governor 
reminds  you  of  a  Scout- 
master (he's  on  the 
board  of  the  Long  Beach 
Boy  Scouts)  or  maybe  Beaver  Cleav- 
er's dad.  He  doesn't  court  the  news- 
people,  but  when  he  does  talk  to  re- 
porters, it  is  without  theater — no  arm 
waving  or  synthetic  "sincerity"  a  la 
Jerry  Brown  or  Gary  Hart.  Deukme- 
jian's  musical  tastes  run  neither  to 
the  Beach  Boys  nor  Stravinsky  but  to 
Gershwin  and  Barry  Manilow.  His 
clubs  are  the  Elks  and  the  Lions.  He 
calls  women  "ladies"  and  apologizes 
if  he  swears  in  their  presence.  Asked 
his  political  goals,  he  doesn't  prate 
about  quality  of  life,  equality,  fairness 
and  such  vague  phrases.  Instead  he 
offers:  "That  people  will  feel  they 
have  a  better  opportunity  to  get  a 
higher-quality  education  and  then 
find  a  position  in  a  career  they  want  to 
follow.  I  would  also  hope  that  people 
will  feel  a  little  safer." 

That's  George  Deukmejian— up- 
right, serious,  middlebrow  and — well, 
a  little  dull.  In  California?  What  goes 
on  here? 

Simply  this:  In  an  era  when  politi- 
cians seem  more  interested  in  style 
than  in  substance,  Deukmejian  con- 
centrates on  substance.  When  he  took 
over  from  Jerry  Brown  a  year  ago, 
California's  finances  were  a  sham- 
bles. For  most  of  the  1970s  Brown  and 
the  Democrats  controlled  the  legisla- 
ture, blithely  underestimating  the 
constraint  that  Proposition  13  and 
other   taxpayer-revolt   reforms  had 


Deukmejian  addressing  the  California  legislature  in  January 

"Last  February  we  were  just  hours  away  from  paying  our  bills  with  lOVs." 
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made  on  state  and  local  finances  (see 
box,  p.  116).  They  happily  lived  off  the 
almost  $4  billion  surplus  that  result- 
ed from  Ronald  Reagan's  tax  increase 
and  that  Jerry  Brown  let  accumulate 
until  the  taxpayers  reined  him  in. 
From  1978  to  1983  Brown  &  Co.  spent 
$5.8  billion  more  than  the  state  took 
in.  By  1983  the  surplus  was  gone,  and 
the  economy  had  slumped.  And  when 
he  exited  Sacramento,  Brown  stuck 
Deukmejian  with  a  "balanced"  bud- 
get that  was  in  fact  $1.5  billion  in  the 
red.  For  the  first  time  in  50  years  the 
state  was  on  the  verge  of  issuing  war- 
rants to  meet  its  payroll.  Its  once- 
AAA  bond  rating  was  knocked  to  AA. 

Everyone  thought  Deukmejian  had 
one  option:  raise  taxes  as  Reagan  did 
in  his  first  term.  But  everyone  was 


wrong.  Instead,  Deukmejian  insist- 
ed— novel  idea — on  cutting  spending 
and  gambling  on  economic  recovery. 
With  the  aid  of  his  tough  finance  di- 
rector, Michael  Franchetti,  Deukme- 
jian slashed  $1.7  billion  from  the  $27 
billion  1983-84  budget  the  legislature 
sent  him  last  July.  Then  he  borrowed 
$1.2  billion  from  the  banks  to  see  him 
through  his  cash  squeeze.  Then  he 
waited  for  the  economic  upturn. 

The  Democrats,  and  not  a  few  Re- 
publicans, squealed.  But  Deukme- 
jian's  strategy  worked  brilliantly. 
When  California  closes  its  books  in 
June,  Deukmejian  will  have  repaid 
the  banks  and  turned  Brown's  deficit 
into  a  $205  million  surplus. 

The  crisis  weathered,  Deukmejian 
is  setting  a  course  to  reverse  nearly  a 


decade  of  neglect  that  has  helped  bat- 
ter California's  ability  to  keep  and 
attract  investment.  It  won't  be  easy, 
but  neither  has  what  he  has  accom- 
plished to  date  been  easy. 

What  has  all  this  to  do  with  the 
89%  of  Americans  who  don't  live  in 
California?  Plenty.  If  California  re- 
mains the  place  where  most  trends 
begin,  the  Deukmejian  phenomenon 
suggests  that  the  conservative  mood 
of  the  American  people,  the  rediscov- 
ery of  middle-class  values,  runs  deep. 
According  to  California's  leading  poll- 
ster, Mervin  Field,  76%  of  the  state's 
voters  now  approve  of  Deukmejian's 
performance.  Not  bad  for  a  politician 
who  had  apparently  lost  the  race  on 
election  day  1982  to  Los  Angeles 
Mayor  Tom  Bradley,  but  won  by 
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93,000  votes  when  the  absentee  bal- 
lots came  in. 

The  fact  is,  Californians — the  vast 
majority  of  them — are  more  like 
George  Deukmejian  himself  than  the 
trendy  set  ever  dreamed.  Outside  Hol- 
lywood or  Marin  County,  says  Dan 
Walters,  the  Sacramento  Union's  ace 
statehouse  reporter,  California  "is  a 
fundamentally  conservative  state." 
That  conservatism  is  reinforced  by 
the  tens  of  thousands  of  immigrants 
who  flood  into  the  state  every  year 
from  places  like  the  Philippines,  Ko- 
rea, Colombia;  there  are  now  nearly 
300,000  refugees  living  in  the  state. 
These  new  Americans  may  be  "poor" 
by  liberal  standards.  But  they  under- 
stand better  than  the  liberals  how 
preferable  an  open  society  is  to  the 
closed  ones  many  have  fled. 

Deukmejian's  greatest  strength  is 
that  he  is  thoroughly  in  tune  with  this 
new  mood  and  equally  in  tune  with 
the  realities  of  politics.  He  may  be  no 
backslapper,  but  unlike  Jerry  Brown 
(or  Ronald  Reagan),  Deukmejian  en- 
tered office  bearing  the  experience 
and  scars  of  20  years  in  elected  state 
office.  He  was  an  assemblyman  from 
1963  to  1967,  a  senator  until  1979  and 
a  tough  law-and-order  attorney  gener- 
al until  1983.  He  knows  the  players, 
and  where  the  political  levers  are. 

fust  as  important,  Deukmejian,  like 


most  state  governors  (43  of  50),  has  a 
potent  weapon  against  spendthrift 
legislators:  the  line-item  veto.  With 
such  a  weapon,  a  governor  can  reduce 
or  eliminate  specific  items  of  an  ap- 
propriations bill.  He  doesn't  have  to 
take  it  or  leave  it  in  toto.  U.S.  Presi- 
dents don't  have  that  power,  a  main 
reason  that  federal  spending  has  ca- 
reened out  of  control. 

It  takes  a  tough  man,  of  course,  to 
wield  that  power  effectively.  Deuk- 
mejian is  tough.  Last  year  he  used  the 
line-item  veto  against  some  sanctified 
special  interests.  He  cut  $1.7  million 
from  the  California  Broadcasting 
Commission's  $1.9  million  appropri- 
ation, $9.5  million  from  the  state's 
family  planning  budget,  and  post- 
poned a  $21 1  million  payment  to  help 
bail  out  the  State  Teachers  Retire- 
ment System's  $13  billion  unfunded 
pension  liability.  He  tried  to  reduce 
cost-of-living  adjustments  for  welfare 
recipients,  from  6%  to  2%,  but  failed 
because  the  6%  is  specified  in  the  law. 
At  that,  though,  Deukmejian  bar- 
gained with  the  legislature  for  a  4% 
COLA  and  got  it,  saving  about  $26 
million. 

All  together,  Deukmejian  wielded 


the  line-item  veto  weapon 
over  350  times,  more  than 
any  recent  governor,  to 
cut  $1.7  billion  from 
the  legislature's  ap- 
propriation. Small 
wonder  President  Rea- 
gan wants  Congress  to^ 
give  him  a  line-item  veto 
power  or  that  Congress 
shivers  at  the  prospect. 

With  predictable  but  so  far  futile 
rage,  California's  liberals  and  big 
spenders  have  tried  to  check  Deuk- 
mejian's assault  on  spending.  These 
high-minded  people  proved  them- 
selves almost  obscenely  petty. 

They  denied  the  governor  and  his 
family  the  governor's  mansion,  built 
on  land  donated  for  the  Reagans.  One 
Democratic  bully  boy,  Assemblyman 
Louis  Papan,  revoked  the  Capitol 
Building  parking  privileges  of  several 
Deukmejian  aides.  Another,  David 
Roberti,  Senate  President  pro  tern, 
called  Finance  Director  Michael  Fran- 
chetti  "a  Hun."  The  Democrats  final- 
ly got  Franchetti  in  January  when 


You  can  borrow  . . . 


One  of  California's  impressive  strengths 
is  its  per  capita  debt  burden,  among  the 
nation's  lowest.  State  and  local  govern- 
ment could  add  $10  billion  to  the  debt 
load  and  California  would  still  fall  below 
the  national  average.  On  Deukmejian's 
desk  sit  new  debt  proposals  worth  $4 
billion,  over  half  of  which  Deukmejian 
wants  to  reject. 


Note:  Totals  include  nonguaranteed  and  short-term  obligations. 


BBHHHHHHHIIHBHI 

FORBES,  FEBRUARY  27,  1984 


they  refused  to  confirm  his  nomina- 
tion. McCarthyism,  it  seems,  is  alive 
and  flourishing  these  days  on  the  left, 
not  on  the  right. 

The  Franchetti  setback  infuriated 
Deukmejian,  but  the  loss  of  the  man- 
sion he  easily  took  in  stride.  Simple 
living  has  always  been  his  style. 
Deukmejian  lives  in  a  modest  two- 
bedroom  condominium  during  the 
four  days  each  week  he  spends  in  Sac- 
ramento, and  on  weekends  in  a  mort- 
gaged four-bedroom  home  in  work- 
ing-class Long  Beach  with  Gloria,  his 
wife  of  26  years,  and  the  two  youngest 
of  their  three  children.  His  1982  in- 
come tax  return  shows  he  lived  en- 
tirely on  his  $47,500  attorney  gener- 
al's   salary    (as   governor   he  gets 
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$49,100)  and  paid  state  and  federal 
income  taxes  at  22%.  Interest  and 
dividends:  $3. 

Under  some  circumstances  it  is 
useful  to  be  underestimated  by  your 
opponents  and  competitors.  Almost 
from  the  start,  Deukmejian  has  been 
underestimated — not  only  by  foes  but 
also  by  potential  friends.  The  Repub- 
lican right  wing  (the  "Cavemen,"  as 
they  are  known)  had  backed  another 
horse — Mike  Curb,  a  Los  Angeles  rec- 
ord-company executive  and  lieuten- 
ant governor  under  Jerry  Brown — 
against  Deukmejian  in  the  primary. 
They  worried  that  Deukmejian 
couldn't  stand  up  to  the  opposition. 
Senator  H.L.  (Bill)  Richardson,  who 
runs  California's  powerful  pro-gun 
lobby,  called  Deukmejian  "the  bland 
leading  the  blind" — a  man,  said  Rich- 
ardson, with  "no  substance,  no  guts, 
no  imagination,  no  fight."  (Late  last 
year  Richardson  publicly  recanted.) 

What  the  critics  overlooked  is  that 
George  Deukmejian  is  no  spoiled 
offspring  of  the  laid-back  society  that 
the  rest  of  the  world  thinks  of  when  it 
thinks  of  California.  Deukmejian,  55, 
is  the  eldest  child  of  Armenian  immi- 
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grants  who  fled  the  Turkish  genocide 
at  the  turn  of  the  century  and  settled 
in  Albany,  N.Y.  George  worked  his 
way  through  Siena  College  in  Lou- 
donville,  N.Y.  and  then  St.  John's 
University  School  of  Law  in  Brook- 
lyn. In  1958  he  moved  to  California, 
whose  citizens  of  Armenian  descent, 
storied  by  Saroyan,  are  now  a  politi- 
cally potent  ethnic  group.  Deukme- 
jian set  up  a  law  practice  and  in  1963 
launched  his  political  career  by  win- 
ning election  to  the  state  assembly. 

Deukmejian's,  then,  is  a  love  of 
America  rooted  in  gratitude  rather 
than  in  the  petulant  self-centeredncss 
that  afflicts  so  many  American  intel- 
lectuals. In  his  middle-class  upright- 
ness and  steely  resolve,  he  reminds 
one  of  Britain's  Margaret  Thatcher. 
"Government  should  not  create  a  lot 
of  jobs  itself,"  Deukmejian  says.  "It 
should  help  create  the  conditions 
whereby  the  people  who  do  create 
jobs  and  prosperity  will  want  to  do  so 
in  California."  How  do  you  accom- 
plish that?  Not  by  pouring  money 
into  solar  power  and  other  instant-fix 
"alternative  technology"  programs  a 
la  Jerry  Brown,  but  by  helping  people 
who  want  to  do  it  the  real  way — the 
hard  way,  the  way  Deukmejian  him- 
self succeeded. 

Deukmejian's  1984-85  budget  re- 
flects those  hopes.  It  is  not  parsimon- 
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...  Or  you  can  tax6f,^» 

In  contrast  to  its  modest  debt,  however, 
California's  per  capita  taxation  by  state 
and  local  government  is  among  the  high 
est  in  the  nation — nearly  20%  above  th 
U.S.  average.  Deukmejian  rules  out  a  ta 
cut  this  year.  But  an  aide  says  soaring  tax 
receipts  may  force  Deukmejian  to  cut 
taxes  by  the  time  he  seeks  a  second  term. 
"No  one  in  the  administration  wants 
another  obscene  surplus,"  says  the  aide. 
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Source:  Governments  Division,  U.S.  Bureau  of  the  Census. 
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THE  CITI  OF 


Electronic  banking-defined  in  simple, 
everyday  terms. 

Forget  the  fancy  terminology  and  terminals. 

At  Citibank,  electronic  banking  is  simply  an 
electronic  connection  between  your  office  and  ours. 
A  connection  that  produces  and  delivers  financial 
services  at  a  moment "s  notice.  Giving  you  the  exact 
information  you  need,  when  you  need  it.  Helping  you 
use  management  and  financial  resources  more  efficiently 
and  more  effectively  by  speeding  such  time'consuming 
processes  as  balance  reporting,  funds  transfers,  and 
daily  reconcilement. 

Consider  the  facts,  then  call  your  local  Citibanker 
for  a  copy  of  the  electronic  banking  brochure  pictured 
at  the  right. 


1983  Citibank.  N  A  Member  FDIC 


How  electronic  banking  can  meet 
your  specific  business  needs. 

Citibankers  can  tailor  electronic  banking  services 
to  help  you  manage  your  staff,  your  money,  your  entire 
financial  operation. 

Case'in'point:  Security.  Passwords  can  be 
assigned  to  provide  access  to  information  by  dollar 
amounts.  By  specific  accounts.  By  type  of  transaction. 
Even  by  time  of  day. 

Our  brochure  explains  many  other  electronic 
services  that  can  be  adapted  to  your  needs,  such  as 
automating  funds  transfers  and  other  repetitive  pre 
cesses.  Or  consolidating  information  on  balances  in  all 
of  your  accounts  -  even  if  your  accounts  are  with 
several  banks.  Or  in  several  countries. 


TOMORROW 

Electronic  banking  is  one  of  those  widely  used  business  terms  that 
isn't  really  understood. 

Here,  from  Citibank,  the  financial  institution  with  over  a  half-billion 
dollars  committed  to  electronic  banking,  is  an  executive  briefing 
explaining  how  your  company  can  profit  from  the  latest  technology 

Scan  the  facts,  then  send  for  brochure. 


The  key  component  in  electronic 
banking-the  people  behind  it. 

Technology  didnt  put  Citibank  at  the  forefront 
of  electronic  banking.  Citibankers  did.  Including 
Citibankers  in  22  U.S.  cities  from  coast  to  coast. 

Citibankers  can  connect  you  to  the  largest 
financial  telecommunications  network  of  any  bank 
anywhere  -  with  over  2,300  worldwide  offices  and  our 
own  communications  satellite  channels. 

Citibank  s  technical  consultants  and  specialists  can 
objectively  help  you  develop  and  implement  creative 
cash  management  solutions.  Citibankers  also  provide 
as  much  electronic  banking  training  as  necessary.  And 
should  problems  arise,  customer  service  professionals 
give  you  answers. 


Send  for  brochure  to  learn  time-  and 
money-saving  uses  of  electronic  banking. 

From  cash  management  to  information  manage 
ment,  Citibank  s  fact-filled  electronic  banking  brochure 
explains  new  opportunities  for  your  company. 

Here  youll  see  how  electronic  banking  can  help 
you  complete  transactions  in  seconds  instead  of  days, 
monitor  and  manage  your  investment  and  debt  port' 
folios  more  efficiently,  speed  funds  transfer  instructions 
anywhere  at  any  time,  and  track  information  as  far  back 
as  45  business  days. 

For  your  brochure,  compliments  of  Citibank, 
call  your  local  Citibanker  or  write  on  your  corporate 
letterhead  to:  Citibank,  Electronic  Banking,  399  Park 
Avenue,  New  York,  NY  10043. 


The  Cm  of  Tomorrow  and  CJlobal  Electronic  Banking  are  ! 
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ious  like  last  year's.  The  governor  pro- 
poses to  spend  nearly  $30  billion,  an 
18%  increase  over  1983-84.  Last  year 
there  was  a  storm  of  outrage  over 
Deukmejian's  cuts  in  education. 
Deukmejian  is  still  a  politician/so 
this  year,  with  money  to  spend,  he 
gave  education  most  of  what  it  want- 
ed. Over  one-half  the  state's  general 
fund  spending — and  over  two-thirds 
of  the  spending  increase — is  ear- 
marked for  education.  Education — 
unlike  welfare  and  other  handouts — 
is  something  the  son  of  immigrants 
can  believe  in. 

Thus  his  critics  cannot  accuse 
Deukmejian  of  a  merely  negative  ap- 
proach to  government.  For  example,  if 
Deukmejian  gets  his  way,  the  nine- 
campus,  128,484-student  University 
of  California  system  will  get  $1.4  bil- 
lion, a  30%  increase,  including  a  16% 
faculty  salary  increase.  The  19-cam- 
pus,  235,830-student  California  State 
University  system  gets  a  21%  budget 
boost,  to  $1.1  billion.  Deukmejian 
also  proposes  small  but  symbolically 
important  tuition  cuts  at  both  institu- 
tions, and  a  13%  increase  in  state  aid 
to  needy  students.  In  short,  Deukme- 
jian wants  to  help  the  poor,  not  by 
getting  them  hooked  on  handouts, 
but  by  opening  opportunity  to  those 
willing  and  able  to  grasp  it. 

In  the  1950s  and  1960s  California's 


public  primary  and  secondary 
schools  were  the  pride  of  the  nation. 
Private  schools  were  for  snobs  and 
problem  kids.  But  today  all  that  has 
changed.  Now,  by  the  time  Califor- 
nia's young  people  graduate  from 
high  school,  they  have  received  llA 
years  less  classroom  instruction  time 
than  the  average  U.S.  high  school 
graduate.  Equally  depressing,  only 
5%  of  the  state's  students  pursue  ex- 
tensive academic  curricula — math, 
sciences  and  English.  In  New  York 
State  29%  do.  Why  should  high-tech 
businessmen  locate  in  California  if 
there  is  a  dearth  of  educated  people 
to  man  their  knowledge-intensive 
factories? 

Deukmejian's  three  children  at- 
tended public  schools;  two  are  still 
there.  He's  no  Kennedy  paying  lip  ser- 
vice to  the  underprivileged  while 
shoehorning  his  kids  into  elite  private 
schools.  His  new  budget  proposes  to 
give  the  kindergarten-through-high- 
school  system  $9.8  billion  next  year — 
nearly  38%  of  all  state  spending  and 
over  10%  more  than  the  schools  re- 
ceived for  the  current  budget  year. 
Included  in  that  $9.8  billion  is  $900 
million  for  school  reform:  sacking  in- 
competent teachers;  increasing  teach- 
ers' salaries;  restoring  summer  school 
classes;  lengthening  the  school  year 
by  three  days.  Educational  reform  is 


important;  Deukmejian  doesn't  want 
to  be  accused  of  augmenting  merely 
the  quality  of  teachers'  lives,  and  not 
the  quality  of  education. 

Deukmejian's  spending  proposals 
caught  the  Democrats  napping.  Even 
West  Los  Angeles'  radical-chic  As- 
semblyman Tom  Hayden  (whose  po- 
litical machine  is  oiled  by  a  portion  of 
profits  from  wife  Jane  Fonda's  Work- 
out Book)  was  forced  to  concede  the 
budget  was  "a  tremendous  improve- 
ment." Hayden  must  have  almost 
choked  on  the  words. 

What  differentiates  Deukmejian's 
approach  from  that  of  the  traditional 
liberal-leftist,  however,  is  that  he 
does  not  regard  money  itself  as  the 
cure  for  all  social  ills.  To  help  pay  for 
the  expanded  spending  on  education, 
Deukmejian  proposes  to  begin  trim- 
ming California's  vast  welfare  state. 
"We  are  going  from  top  to  bottom 
[among  states]  in  terms  of  educational 
spending,  and  from  bottom  to  top  in 
terms  of  welfare  spending,"  explains 
Steven  Merksamer,  Deukmejian's 
chief  of  staff.  "We  have  to  reverse  that 
pattern." 

There's  plenty  to  reverse.  Califor- 
nia, says  Deukmejian,  pays  out  the 
largest  Aid  to  Families  with  Depen- 
dent Children  (AFDC)  benefits  of  the 
ten  largest  states.  Health  and  welfare 
spending  currently  eats  up  around 


He  who  pays 
the  piper 


When  California  voters  ap- 
proved the  property-tax-slash- 
ing Proposition  13  in  1978,  they 
cut  around  $7  billion  annually 
from  the  revenues  of  cities,  towns, 
schools  and  other  local  jurisdic- 
tions. The  hysteria  was  palpable: 
Garbage  would  pile  up.  Rats  would 
roam  abandoned  schools.  Crime 
would  go  wild  as  cops  joined  un- 
employment lines. 
And  what  happened?  Local  gov- 


ernment kept  right  on  growing,  al- 
though at  a  lower  rate  than  would 
have  happened  without  Proposi- 
tion 13.  According  to  one  set  of 
figures,  there  was  a  slight  decline  in 
the  number  of  state  and  local  gov- 
ernment employees  between  1977 
and  1982,  from  1.14  million  to  1.1 
million,  including  teachers.  But 
William  Hamm,  the  legislative  an- 
alyst who  reviews  governors''bud- 
gets  for  the  legislature,  says  these 
figures  wrongly  include  temporary 
workers  on  CETA  federal  grants. 
Subtract  them,  says  Hamm,  and  the 
local  government  work  force  prob- 


Jerry  Broun  and  I 'toward Jarvis  in  1978 


ably  grew  by  1 1  %  or  so. 

What  happened?  For  one  thing, 
the  locals  quickly  passed  a  flock  of 
new  taxes  and  user  fees.  For  exam- 
ple, it  now  costs  $3  to  park  along 
many  southern  California  beaches. 
Many  cities  slapped  on  a  number  of 
new  user  fees  and  other  taxes. 

More  important  was  the  great 
California  bailout.  The  state  legis- 
lators took  a  $4  billion  surplus 
largely  accumulated  by  Ronald 
Reagan  and  funneled  it  to  the  lo- 
cals until,  in  1982,  it  was  gone. 

The  net  result?  A  transfer  of 
power  from  locality  to  state,  for  he 
who  pays  the  piper  calls  the  tune. 
"Howard  Jarvis  [the  crusty  conser- 
vative who  popularized  Proposi- 
tion 13]  will  never  admit  this," 
says  one  Republican,  "but  Proposi- 
tion 13  is  the  most  socialistic  thing 
that  ever  hit  this  state."  Some- 
thing for  Margaret  Thatcher  to  re- 
member as  she  tries  her  own  ver- 
sion in  Britain  (see  story,  p.  109). 

So  Republicans  as  well  as  Demo- 
crats are  looking  for  a  solution.  A 
possibility:  Allow  the  locals  more 
freedom  to  impose  their  sales  taxes 
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32%  of  the  budget.  So  Deukmejian 
proposes  to  increase  the  dollar 
amount  nominally  (to  $7.5  billion) 
but  cut  the  percentage  back  to  30%. 
He  wants  to  cut  $71  million  by  slash- 
ing cost-of-living  adjustments  for 
California's  1.7  million  recipients  of 
AFDC  benefits  from  6%  to  just  2%, 
well  below  inflation.  And  he  wants  to 
eliminate  1,800  jobs  from  various 
state  health  and  welfare  agencies. 

Whether  he  will  achieve  these  cuts 
is  an  open  question,  but  he  has  made 
his  intentions  clear.  "There  is  noth- 
ing cruel  or  undignified,"  he  remind- 
ed legislators  in  his  State  of  the  State 
address,  "about  asking  an  able-bodied 
person,  without  very  young  children, 
to  work  for  his  or  her  benefits." 

But  if  California  has  turned  conser- 
vative, wouldn't  a  tax  cut — which 
Deukmejian  rules  out  for  the  coming 
year — have  made  better  politics  than 
an  expanded  education  budget?  "I 
don't  think  so,"  Deukmejian  replies. 
"I  don't  think  the  public  objects  to 
an  overall  increase  in  the  budget  as 
long  as  they  feel  confident  those 
funds  are  actually  going  where  they're 
intended  to  go — to  students  in  class- 
rooms, say,  or  to  the  elderly — rather 
than  getting  eaten  up  by  more  bu- 
reaucracy and  overhead."  In  other 
words,  improve  the  voters'  lives,  not 
the  bureaucrats'. 


on  top  of  the  state's  4.75%  basic 
rate,  as  New  York  has  long  done. 
Or  apply  Proposition  13's  tax  lim- 
its only  to  residential  property,  and 
let  the  locals  soak  businesses. 

Governor  Deukmejian  opposes 
both  options.  Instead,  he  wants  to 
constitutionally  guarantee  certain 
tax  revenues — cigarette  taxes  and 
vehicle  licensing  fees,  for  exam- 
ple— to  cities  and  counties.  He  also 
wants  to  restore  the  locals'  right  to 
guarantee  general  obligation  bonds 
with  property- tax  receipts  (thus 
lowering  borrowing  costs)  and  to 
finance  state-mandated  local  ser- 
vices with  cost-effective  block 
grants.  All  together,  his  1984-85 
budget  provides  for  $  1 1 .6  billion  to 
flow  from  the  state  to  local  juris- 
dictions (excluding  education),  a 
14%  increase  from  last  year. 

So,  does  the  bailout  continue? 
State  officials  don't  like  to  say  so. 
"We  don't  talk  'bailout'  anymore, 
we  talk  'shared  revenues,'  "  says 
one  Finance  Department  aide. 
"The  locals  have  been  bailed  out 
for  five  years  now.  It's  time  they 
stand  on  their  own."— L.M. 


Take  mental  health.  Deukmejian's 
1984-85  budget  proposes  to  get  rid  of 
one-third  of  the  Department  of  Men- 
tal Health's  350  central  office  staffers, 
but  increase  the  number  of  mental 
hospital  staffers — those  who  actually 
minister  to  the  mentally  ill — by  600 
over  the  next  three  years.  This,  plus 
$22  million  to  renovate  the  state's 
five  mental  hospitals,  is  meant  to 
make  California's  mental  health  fa- 
cilities fully  certified  by  federal  and 
professional  agencies — the  first  state 
in  that  position. 

Just  as  important,  Deukmejian  un- 
derstands that  luring  business  to  Cali- 
fornia, and  keeping  it  there,  is  a  better 
way  of  expanding  opportunities  for 
the  underprivileged  than  are  the  tradi- 
tional handouts.  California's  popula- 
tion is  expected  to  swell,  from  24  mil- 
lion today,  to  31.4  million  by  the  end 
of  the  century.  So  at  least  3  million 
new  jobs  must  be  added  over  the  next 
15  years. 

In  competing  for  industry,  Califor- 
nia has  some  obvious  strengths.  Its 
$400  billion  gross  state  product  is 
almost  as  large  as  Britain's  GDP  and 
provides  a  vast  local  market.  As  a 
broad  window  on  the  Pacific,  it 
shares  to  a  large  degree  in  the  growth 
of  the  dynamic  Asian  economies.  It 
is  the  heart  of  the  U.S.  military-in- 
dustrial complex:  California,  this 
year  alone,  will  receive  around  $55 
billion  in  defense  spending,  more 
than  20%  of  the  entire  defense  bud- 
get, according  to  Bank  of  America 
forecasts.  It  is  a  new  state  whose 
highways  and  basic  infrastructure, 
while  neglected  of  late,  are  not  yet 
crumbling  as  they  are  in  the  nation's 
older  industrial  regions. 

Largely  as  a  result  of  its  relative 
youth,  California  has  only  $12.5  bil- 
lion in  state  debt  outstanding,  one  of 
the  lowest  per  capita  debt  burdens  in 
the  nation.  Michael  Gagan,  Califor- 
nia's chief  deputy  treasurer,  says  less 
than  2%  of  state  revenues  go  to  ser- 
vice that  debt. 

"A  lot  of  American  corporations," 
says  Gagan,  "would  like  to  be  in  our 
[debt]  position." 

But  despite  these  advantages,  eco- 
nomic forces  aggravated  by  a  decade 
of  trendy  politics  have  blunted  Cali- 
fornia's ability  to  lure  and  keep  new 
investment.  Costs  are  high:  Median 
new  home  prices  are  60%  above  the 
national  average  and  even  higher  in 
the  most  desirable  neighborhoods. 
Few  workers  can  afford  to  relocate  to 
the  state  without  extensive  help  from 
their  employers.  California  has  adopt- 
ed an  irritatingly  self-righteous  tone 
that,  in  effect,  says:  If  you  want  the 
privilege  of  living  in  this  land  of  Eden, 


you'll  have  to  pay  the 
price. 

But  many  Cahfornians 
were  jolted  from  their 
self-complacency  last  L 
May  when  Micro-  0f 
electronics  &  Comput- 
er Technology  Corp.,  a 
high-tech  research  center 
funded  by  14  major  cor- 
porations, decided 
against  a  $500  million  investment  in 
San  Diego  in  favor  of  Austin,  Tex. 
They  were  jolted  also  in  February 
when  Warner  Communications'  Atari 
laid  off  1,700  workers  in  its  home- 
computer  manufacturing  plant  in 
Santa  Clara  and  moved  production  to 
Hong  Kong  and  Taiwan.  These  set- 
backs helped  make  Cahfornians  more 
attentive  to,  and  appreciative  of, 
Deukmejian's  style  and  substance. 
"After  several  years  of  perceived  hos- 
tility toward  new  investment,"  says 
Robert  Monagan,  formerly  Republi- 
can speaker  of  the  assembly  and  today 
a  confidant  of  Deukmejian,  "our  job  is 
to  convince  businessmen  that  the 
welcome  mat  is  out  again  in  Califor- 
nia." Says  Kirk  West,  Deukmejian's 
Secretary  of  Business,  Transportation 
&.  Housing:  Deukmejian  "is  much 
less  likely  to  sign  any  bill  employers 
think  would  increase  their  costs." 

As  a  breeding  ground  for  Washing- 
ton-bound Republicans,  California 
needs  no  introduction.  It's  a  state 
where  registered  Democrats  out- 
number registered  Republicans  al- 
most 2-to-l.  A  Republican  who  can 
win  against  these  odds  obviously  has 
much  going  for  him.  And  so  George 
Deukmejian  is,  obviously,  promising 
presidential  material.  Will  he  run?  "I 
have  no  [such]  plans  or  intentions," 
he  says.  He  would,  he  says,  like  a 
second  term  as  governor. 

Unless  the  economy  fails  him  bad- 
ly, there  seems  little  doubt  he  can 
have  it.  Franchetti,  Deukmejian's  ex- 
finance  director,  believes  that  if  the 
economy  goes  as  well  as  the  Depart- 
ment of  Finance  thinks  it  could  for 
the  next  two  years,  the  state  could  be 
generating  so  much  tax  revenue  that 
Deukmejian  might  be  forced  to  cut 
taxes  in  the  1985-86  or  1986-87  bud- 
gets. The  latter,  of  course,  would  be 
the  budget  on  which  George  Deukme- 
jian would  be  running  for  his  second 
term.  By  the  time  Ronald  Reagan's 
second  term  draws  to  an  end,  George 
Deukmejian  would  still  be  only  59. 
Plenty  of  time  to  consider  Washing- 
ton. And  what  a  platform  he  would 
have  going  for  him  in  national  poli- 
tics: the  man  who  cut  taxes,  increased 
spending  on  education  and  reduced 
waste  in  government.  ■ 
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"Wood  is  a  resistant  material. 

It  takes  shape  slowly,  sometimes  reluctantly. . ." 


John  W.  Teets 

Chairman  of  the  Board 


The  Greyhound  Corporation 


For  a  copy  of  the  1983  Greyhound 
Annual  Report,  write  the  Public 
Relations  Department  Greyhound 
Tower.  Phoenix.  Arizona  85077 


Unlike  clay,  which  takes  shape  quickly, 
wood  resists  the  chisel  and  the  adze.  It  takes 
muscle  and  time  to  pare  away  the  husk  and  reveal 
the  heartwood  It  takes  the  ability  to  visualize  in 
the  third  dimension  and  the  patience  to  go  slowly 
and  thoughtfully  about  the  task.  And  then,  in  a 
single  instant,  there  is  a  moment  when  form  and 
essence  mingle,  and  life  seems  to  spring  from 
the  wood. 

The  result  is  something  greater  than  the 
combined  skill  of  the  artist  or  the  elegance  of  the 
raw  material.  The  result  is  something  different  and 
enduring.  Something  imbued  with  spirit. 


As  the  chairman  of  The  Greyhound  Core 
ration,  I  commissioned  this  wood  carving  as  m 
for  its  symbolism  as  its  beauty.  It  represents  wh 
we  are  doing  at  Greyhound  .  honing  and  refini 
the  body  corporate . . .  paring  away  the  excess 
revealing  the  essential  strength  and  endurance 
that  lie  beneath. 

The  Greyhound  Corporation  today  is  no- 
what  it  was  a  year  ago,  norwhat  it  will  be  two  or 
five  years  or  a  decade  from  now.  We  have  madt 
Greyhound  leaner  and  swifter  through  disposit 
of  a  number  of  subsidiaries  and,  in  the  months 
come,  we  will  be  adding  to  its  size  and  diversit- 


as  well,  giving  it  the  chance  to  stretch  its  abilities 
and  run,  full  out,  wherever  imagination  and  excel- 
lence can  take  it. 

There  is  nothing  haphazard  about  these 
changes,  however.  At  Greyhound,  we  operate  in 
the  conviction  that  planning  begets  progress!  And 
so,  before  we  turn  our  hand  to  any  aspect  of  shap- 
ing the  corporation  into  a  more  vibrant,  dynamic 
organization,  we  immerse  ourselves  in  meticulous 
planning.  There  also  has  to  be  discipline.  The 
hard  discipline  of  assuming  responsibility  for 
decision-making,  for  profitability,  for  managing 
our  own  future. 


This  wood  carving  of  the  greyhound  has 
evoked  an  unusual  response  from  people.  One 
I  think  is  more  than  just  artistic  in  nature.  It  has 
something  to  do  with  a  respect  for  excellence, 
with  a  recognition  of  high  courage  and  determina- 
tion. I  like  to  think  The  Greyhound  Corporation 
embodies  that  same  spirit! 


The  Greyhound  Corporation 


Respected  TheWbrld  Over. 


Stability.  You've  come  to  expect  it  trom  the  Swiss. 
Fact  is,  the  whole  world  banks  on  it. 

That's  why  we're  proud  of  our  Swiss  heritage. 
Proud  to  maintain  our  old  world  values. 

Proud  to  be  American,  too.  Imaginative.  Bold. 
And  exciting. 

An  American  organization  of  Swiss  descent.  The 
best  of  both  worlds.  The  best  insurance  protection  for 
your  valued  business. 


We  create  world  class  insurance  that's  in  a  class 
by  itself. 

Come  to  Zurich-American  Insurance  Companies 
for  sound  business  insurance  advice.  Vast  technical 
expertise.  And  the  financial  strength  to  protect  your 
operation. 

You'll  find  we  speak  plain  English.  But  if  you 
listen  closely,  you'll  hear  our.Swiss  accent  on 
stability. 


Zurich-American 

American  Creativity.  Swiss  Dependability. 


ZURICH-AMERICAN  INSURANCE  COMPANIES 
Zurich  Insurance  Company  •  American  Guarantee  and  Liability  Insurance  Company  •  Schaumburg,  IL  60196 


Numbers  Game 


Sure,  the  accountants  can  keep  track  of 
every  nickel  and  dime  in  your  company. 
But  can  you  really  afford  it? 


Internal 
bleeding 


By  Richard  Greene 


T|  he  letter  arrived  in  the  mail- 
boxes  of  about  60,000  PepsiCo 
shareholders  shortly  before 
Christmas  in  1982.  "Your  corporation 
recently  discovered  significant  finan- 
cial irregularities  in  foreign  bottling 
operations,"  it  began  ominously.  The 
text  went  on  to  discuss  the  need  to 
restate  earnings,  back  to  1978,  by  over 
$90  million. 

PepsiCo,  sadly,  isn't  alone.  In 
recent  years  similar  surprises  have 
rocked  Heinz,  J.  Walter  Thompson 
and  McCormick  &.  Co.  The  immedi- 
ate reaction  is  to  blame  outside  audi- 
tors. But  that  misses  the  real  issue: 
how  corporations  monitor  their  own 
activities.  This  isn't  merely  a  matter 
of  watching  every  penny  as  it  enters 
and  leaves  the  firm.  Controls  that  are 
too  tight  can  be  as  painful  as  no  con- 
trols at  all. 

Forget  outside  accountants.  As  any 
Big  Eight  auditor  will  point  out  at  the 
drop  of  a  defalcation,  he  spends  most 
of  his  time  double-checking  the  work 
of  a  company's  own  bookkeepers.  The 
front-line  responsibility  for  detecting 
corporate  fraud  is  internal,  even 
though  you  would  hardly  know  it 
when  disaster  hits.  Then  most  corpo- 
rate officers  act  as  if  they  had  earned 
their  M.B.A.s  in  finger-pointing. 

Internal  controls  cover  a  range  of 
activities,  from  simple  computeriza- 
ton  of  inventories  to  voucher  systems 
that  prevent  low-level  staffers  from 
making  high-level  purchases,  to 
cross-checks  that  prevent  one  em- 
ployee from  shipping  goods  without 
another  employee's  making  sure  the 
bills  are  going  out.  Such  systems  also 
do  far  more  than  keep  employees  hon- 


est. Tight  accounting  is  essential  to 
good  mangement. 

When  Osborne  Computer  filed 
Chapter  1 1  in  September,  for  exam- 
ple, it  became  clear  that  corporate  of- 
ficers had  little  idea  where  their  in- 
ventories were.  Similar  stories 
swirled  around  Texas  Instruments 
last  fall,  when  it  reported  big  sudden 
losses  involving  its  home-computer 
business.  It's  a  common  problem: 
Companies  motivated  by  technical 
and  creative  considerations  have  a 
hard  time  putting  boring  bean 
counters  in  charge  of  anything. 

Charles  Berger  is  Apple  Computer's 


treasurer,  and  he  brags  that  his  firm 
has  strong,  clear-cut  controls.  But  he 
admits  that  putting  the  system  in 
place  was  tough.  "When  people  come 
from  a  company  that  was  in  a  garage 
six  years  ago  and  is  now  publicly  trad- 
ed with  more  than  a  billion  dollars  in 
sales,  there's  resistance  to  adding 
more  structure,"  he  explains. 

Well-run  corporations,  of  course, 
have  always  paid  close  attention  to 


internal  controls.  But  many  firms 
were  forced  to  reexamine  the  systems 
in  1977,  when  Congress  passed  the 
Foreign  Corrupt  Practices  Act.  Its  aim 
was  to  stop  U.S.  companies  from 
making  improper  payments — 
bribes — to  overseas  officials,  and  it  re- 
quired adequate  control  mechanisms. 
"But  this  thing  applied  to  all  compa- 
nies even  if  they  had  no  export  busi- 
ness," says  Michael  Grobstein,  a  part- 
ner at  Ernst  &  Whinney. 

The  emphasis  on  ethics  the  legisla- 
tion prompted  has  now  earned  the 
grudging  respect  of  many  business- 
men, but  not  quite  for  the  reasons 
Congress  intended.  "If  you  give  an 
employee  a  piece  of  paper  that  says 
it's  against  the  company  policy  to  fal- 
sify a  transaction  record,  then  he  says 
to  himself,  'I  have  something  that  en- 
ables me,  the  lowly  peon,  to  judge  the 
conduct  of  my  superiors,'  "  says  Rich- 
ard Gnospelius,  partner  at  Coopers  & 
Lybrand.  "It  increases  the  likelihood 
that  low-level  employees  will  be  able 
to  understand  the  malfeasance  of 
high-level  people." 

Many  of  the  abuses  that  managers 
are  most  eager  to  stop  stem  from  pres- 
sures they  create.  Tell  a  guy  in  your 
Phoenix  office  his  job  depends  on 
higher  sales,  and  you  run  the  risk  he 
will  falsify  orders  to  keep  from  being 
fired.  In  essence,  that's  what  hap- 
pened at  J.  Walter  Thompson  when 
the  advertising  agency  announced  in 
1982  that  it  would  have  to  take  a 
$30.4  million  writeoff.  The  com- 
pany's syndication  unit  had  been  hyp- 
ing its  profits  and  revenues  regularly 
to  keep  up  with  steadily  climbing 
goals.  Nothing  was  stolen,  but  when 
the  falsified  computer  entries  were 
discovered  and  reported,  the  com- 
pany's stock  dropped  20%. 

In  the  aftermath,  JWT  restructured 
its  control  system.  "The  primary  dif- 
ference is  that  we  now  have  one  gen- 
eral ledger  system  and  one  chart  of 
accounts,"  says  Herbert  Eames  Jr.,  ex- 
ecutive vice  president  for  finance. 
"We  don't  have  a  multitude  of  charts 
and  accounts  and  systems.  As  a  result, 
it's  easier  for  the  auditors  to  go 
through  one  accounting  process  and 
one  set  of  audit  materials." 

Surprised  that  one  of  the  largest  ad- 
vertising agencies  in  the  world  had 
thoroughly  decentralized  accounting? 
"Well,  conglomerates  grew  that 
way,"  says  Eames.  "I  don't  think 
there  was  anything  unusual  at 
Thompson.  But  people  took  the  op- 
portunities present  in  that  kind  of  sys- 
tem to  do  something  that  wasn't 
right." 

Cutting  such  exposure,  however, 
can  be  expensive.  There's  no  point  in 
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ENTRE 


Do  you  have  the  ability 
to  own  and  manage  a 
multi-million  dollar  business? 

If  so,  Entre  Computer  Centers  wants 
to  meet  you.  America's  largest  pub- 
licly-held franchisor  of  retail  computer 
centers  .  .  .  with  200  franchises  coast 
to  coast ...  is  currently  awarding 
franchises  to  qualified  business  profes- 
sionals and  entrepreneurs. 

We  provide  a  comprehensive 
marketing  and  support  program.  A 
product  mix  featuring  the  world's 
leading  hardware  and  software.  Ex- 
tensive training  programs.  On-going 
and  dedicated  field  support.  Advertis- 
ing and  promotional  programs  and 


tools.  Plus  a  unique  consultive  sys- 
tems sales  approach  for  profitable  re- 
peat business  from  small  businesses, 
professionals  and  Fortune  2000  com- 
panies. 

You  provide  liquid  capital  of 
$100,000  plus  additional  financing — 
sales  and  marketing  experience,  and 
the  ability,  ambition  and  professional- 
ism to  become  part  of  Entre's  rapidly 
expanding  worldwide  Network. 

If  you  have  the  professional  creden- 
tials that  demonstrate  you're  one  of  the 
best— call  us  today  at  (703)  566-0800. 


€nTR€cenr-£RS§R 


For  the  most  in  personal  computing. 
Corporate  Headquarters  •  Vienna,  Virginia  •  (703)  556-0800 


Your  legacy:  A  40 -acre  ranch  and  a  way  of  life 


As  big  as  all  outdoors,  Forbes  Maga- 
zine is  now  offering  substantial  land  for 
skiers,  hunters,  naturalists  and  lovers 
of  America's  magnificent  Old  West. 

For  the  pleasure  of  you  and  your 
family  today,  these  ranches,  adjacent  to 
the  Forbes  Trinchera  Ranch  in  South 


ern  Colorado,  will  be  an  important  lega 
cy  in  the  future  of  your  loved  ones. 

Minimum-size  family  ranches  are 
40  acres,  and  vary  up  to  74  acres,  with 
prices  starting  at  $30,000. 

For  details  and  our  color  brochure 
write  or  phone: 


Mr.  Errol  Ryland,  Manager 

FORBES  WAGON  CREEK  RANCH 

Box  303  K  K.  Fort  Garland,  Colorado  81 133  •  (303)  379-3263 

This  is  not  an  offer  to  sell  in  states  where  not  registered 


Numbers  Game 

spending  $1  million  in  accountants' 
salaries  to  find  a  mere  $500,000  in 
misplaced  inventories.  "You  get  into 
cost-benefit  tradeoffs,"  says  John  Col- 
lins, a  partner  at  Peat  Marwick.  "In  a 
fast  food  place,  what's  the  cost  of 
making  sure  that  every  hamburger 
gets  rung  up,  versus  the  cost  of  mak- 
ing certain  that  98%  of  the  hamburg- 
ers get  rung  up?" 

In  the  real  world  no  controls  are 
completely  effective.  One  major  cor- 
poration, for  example,  was  recently 
victimized  by  a  long-term  employee 
who  allegedly  stole  over  $2  million  by 
arranging  for  checks  to  be  paid  to  a 
bank  account  he  controlled.  It  bore  a 
name  similar  to  a  well-known  suppli- 
er. The  ruse,  discovered  in  an  internal 
audit,  was  in  place  for  seven  years. 

The  cost  of  internal  controls,  more- 


"Soon  the  champion  who 
had  the  idea  gets  exhaust- 
ed. After  going  through  this 
once,  he  decides  it  isn't 
worth  the  fight  next  time." 


over,  often  can't  be  measured  in  dol- 
lars alone.  Frequently,  the  question 
relates  more  to  lost  productivity  and 
creativity.  "It  begins  with  a  person 
who  has  a  good  idea  for  a  product,  and 
it's  going  to  cost  $10,000  to  start  de- 
velopment," says  Bob  Kavner,  a  part- 
ner with  Coopers  &  Lybrand.  "In  a 
highly  controlled  environment,  that 
requires  a  senior  vice  president's  ap- 
proval. Then  it  has  to  go  to  several 
other  committees.  Pretty  soon  the 
young  champion  who  had  the  idea 
gets  exhausted.  After  going  through 
all  this  once,  he  decides  it  just  isn't 
worth  the  fight  next  time." 

At  General  Electric  managers  are 
wary  of  controlling  executives  to  the 
point  where  they  can't  get  anything 
done.  "We've  lowered  the  level  at 
which  certain  activities  can  be  autho- 
rized, so  we  can  run  as  a  smaller  com- 
pany," says  James  Costello,  GE's 
comptroller.  "Some  operating  execu- 
tives can  approve  expenditures  of  over 
$10  million.  That's  probably  double 
what  it  was  three  or  four  years  ago." 

What's  unfortunate  about  all  this  is 
that  every  time  a  company  has  a  ma- 
jor financial  breakdown,  there  is  a 
tendency  to  overreact.  Controls  must 
be  tight  enough  to  keep  the  crooks 
out,  but  loose  enough  to  encourage 
creativity.  Such  balancing  is  difficult, 
and  much  too  important  to  be  left 
solely  to  the  accountants.  ■ 
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Lifemark  Corporation 

has  been  acquired  through  merger  by 

American  Medical  International,  Inc. 


The  undersigned  acted  as  financial  advisor  to 
Lifemark  Corporation. 


The  First  Boston  Corporation 

January  30,  1984 


Alleghany  Corporation 

has  sold  its 
wholly  owned  subsidiary 

Investors  Diversified  Services,  Inc. 

to 

American  Express  Company 

The  undersigned  acted  as  financial  advisor  to 
Alleghany  Corporation. 

The  First  Boston  Corporation 

January  30,  1984 


Streetwalker 


Don't  forget  the  rest 

U.S.  Steel's  proposed  $575  million  ac- 
quisition of  National  Intergroup's 
steel  operations  could  raise  antitrust 
objections.  But  if  the  deal  goes,  Ar- 
nold Levine  of  Balis  &  Zorn  thinks 
the  stripped-down  Pittsburgh  con- 
glomerate is  an  intriguing  invest- 
ment. The  purchase  would  leave  near- 
ly $28  in  cash  and  securities  for  each 
of  National's  20.7  million  shares, 
which  now  trade  for  just  under  $30. 

The  market  apparently  values  Na- 
tional's nonsteel  businesses — includ- 
ing aluminum  production,  metals  dis- 
tribution and  First  Nationwide  Sav- 
ings— at  roughly  $2  a  share. 

Last  year  these  businesses  produced 
$52  million  in  operating  income, 
about  $2.55  a  share.  There's  more: 
Even  though  most  of  National's  $525 
million-plus  in  tax-loss  carryforwards 
will  go  to  U.S.  Steel,  substantial  cred- 
its relate  to  financial  services  and  will 
stay  with  National.  Better  still  is  the 
fact  that  two-thirds  of  National's 
long-term  debt  would  disappear  along 
with  the  steel  operations. 

Some  analysts  think  that  a  new  Na- 
tional would  be  in  a  position  to  make 
acquisitions,  but  Levine  has  another 
thought.  "With  cash  on  hand,  signif- 
icantly less  debt  and  more  stream- 
lined," he  wonders,  "why  wouldn't 
National  be  a  takeover  candidate? 

"I  think  this  one's  a  great  buy,"  says 
Levine. — Thomas  Jaffe 


Sleeper 

What  with  the  front-page  squabble  be- 
tween Coastal  Corp.  and  Houston 
Natural  Gas  Corp.,  everyone  is  specu- 
lating about  the  next  oil  takeover  can- 
didate. With  that  in  mind,  consider 
Holly  Corp.  of  Dallas,  which  has  annu- 
al revenues  of  $444  million  and  runs  a 
refinery  and  related  pipelines  in  New 
Mexico.  About  60%  of  its  8.1  million 
shares  are  owned  by  the  Norsworthy 
and  Simmons  families.  The  stock 
trades  at  around  $12  on  the  Amex,  6 
times  estimated  1984  earnings. 

Holly  has  an  impressive  record.  Its 
refinery,  fed  in  part  by  west  Texas' 
rich  Permian  basin,  has  never  posted  a 
monthly  loss  and  operated  at  87%  of 
capacity  last  year,  when  the  industry 
average  was  less  than  70% .  The  com- 
pany has  minimal  debt,  and  cash  flow 
should  be  about  $3.25  a  share  this 
year.  Holly's  business  is  so  steady,  in 
fact,  that  in  1981,  when  earnings 
dropped  nearly  40%,  cash  flow  hardly 
suffered. 


That  is  bound  to  appeal  to  any 
would-be  acquisitor,  especially  some- 
one who  thinks  in  terms  of  leveraged 
buyouts.  The  betting  is  that  a  bidder 
could  offer,  say,  $18  a  share — more 
than  twice  stated  book  value  and  a 
50%  premium'  to  market.  Structuring 
a  portion  of  the  deal  on  a  tax-free  basis 
would  be  particularly  appealing  to  the 
controlling  family.  Savvy  investment 
bankers  already  have  Holly  on  their 
most-wanted  lists. — T.J. 


The  road  to  ride 

Following  the  smart  money  usually 
pays  off — and  in  the  case  of  Chicago, 
Rock  Island  &  Pacific  Railroad  Co., 
which  comes  out  of  reorganization  in 
April,  there  are  particularly  astute 
pathfinders  to  value.  The  Crown  in- 
terests (Colonel  Henry  and  son  Lester 
of  General  Dynamics,  Esmark  and 
more)  are  major  holders.  So  is  David 
Murdock  (Cannon  Mills  and  Iowa 
Beef,  sold  to  Occidental  Petroleum  for 
$750  million).  They  own  9%  and 
11%,  respectively,  of  the  road's  2.9 
million  shares. 


Investor  Henry  Crown 


The  thinly  traded  Rock  Island  isn't 
a  stock  for  big  accounts.  But  if  a  small 
investor  can  get  a  mere  100  shares 
(recent  price  $72),  James  Chanos  of 
Atlantic  Capital  Corp.  thinks  the  in- 
vestment will  pay  off  handsomely. 
For  starters,  by  April  the  railroad  will 
have  about  $200  million  in  cash  and 
another  $147  million  in  tax-loss  car- 
ryforwards, which  he  thinks  are 
worth  a  total  of  $70  a  share.  But  there 
are  hard  assets,  too,  like  operating  and 
scrap  track,  railcars,  depots,  grain  ele- 


vators and  lots  of  real  estate. 

All  this  is  on  the  books  at  $49  mil- 
lion but  worth  far  more,  says  Chanos, 
who  pegs  the  stock's  true  value  at 
over  $100  a  share.  Another  plus:  Mur- 
dock and  the  Crowns  may  bring  in 
new  management  to  raise  cash,  make 
acquisitions  and  use  the  tax  losses  to 
shelter  earnings.  Eventually,  they 
could  float  more  stock  and  get  the 
Rock  Island  really  rolling. — T.J. 


Shell  game 

Royal  Dutch/Shell's  $55-per-share  bid 
for  the  balance  of  Shell  Oil  U.S.  will 
not  be  enough  to  clinch  the  deal.  Ex- 
pect the  parent  company  to  raise  its 
offer  by  $6  or  $7  in  response  to  an 
independent  appraisal  now  under 
way.  RD/S  knows  that  buying  re- 
serves is  often  cheaper  than  drilling.  It 
also  wants  to  own  enough  of  its  U.S. 
affiliate  to  take  advantage  of  perhaps 
$500  million  in  tax-loss  carryforwards 
that  stem  in  part  from  earlier  ventures 
in  nuclear  fuel. 

The  $5.2  billion  acquisition  may  be 
just  the  beginning.  "Once  Shell  U.S.  is 
in  the  fold,"  investment  banker  Jo- 
seph Tovey  says  flatly,  "Royal  Dutch 
is  likely  to  acquire  a  major  domestic 
oil  producer."  The  company  has  $27 
billion  in  equity,  is  loaded  with  cash 
and  wants  a  greater  presence  in  the 
U.S.  Politics  may  speed  the  shopping, 
too.  Another  analyst  points  out  that  a 
major  takeover  by  a  multinational  oil 
giant  like  Royal  Dutch  could  face 
trouble  with  a  Democrat  in  the  White 
House. — Howard  Rudnitsky 


Nice  work 

It  pays  to  study  stock  offerings  care- 
fully, especially  American  Can's  pro- 
posed sale  of  20%  of  its  Fingerhut 
subsidiary,  being  underwritten  by  Sal- 
omon Brothers.  Sure,  the  mail-order 
company's  profits  are  climbing  nearly 
30%  annually,  but  look  at  the  balance 
sheet:  Fingerhut  paid  its  parent  a  pre- 
spinoff  cash  dividend  of  $143  million. 
Fingerhut  also  took  out  loans  to  pay 
that  dividend  and  to  help  finance  a 
recent  acquisition.  Proceeds  of  the 
stock  offering  will  pay  back  that  debt. 
Fingerhut 's  new  shareholders  face 
particularly  onerous  voting  provi- 
sions. The  parent  is  handing  itself  a 
large  number  of  preferred  shares,  each 
with  20  times  as  many  votes  as  the 
public's  common. 

Gerald  Tsai  Jr.,  Canco's  vice  chair- 
man, strikes  again.  Fingerhut,  a  good 
stock  to  avoid. — Jean  A.  Briggs 
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You  may  be  setting  a  tiap 

for  your  own  working  capital. 


The  easiest  sale  you 
can  make  is  when  you  provide 
the  financing  for  a  buyer. 

Your  own  "captive" 
finance  or  lease  subsidiary  is 
an  option.  But  that  requires 
a  lot  of  care  and  feeding. 

A  pitfall  you  may  want 
to  avoid. 

Instead,  you  can  set  up 
a  separate  equipment  finance 
program  as  though  it  were 
your  own  subsidiary. 

Your  name  goes  on  the 
billing.  You  can  even  have 
access  to  customer  account 
activity  right  in  your  office. 

But  the  program 
is  funded  and  administered 
for  you  by  people  who  know 
their  way  around  leasing 
and  equipment  financing. 

Since  it  doesn't 
require  your  own  capital,  funds 
can  be  freed  up  for  more 
productive  use. 

These  days,  if  you 
aren't  making  the  most 
of  available  working  capital, 
it's  easy  to  predict  where 
you'll  wind  up. 

In  the  hole. 


CONTINENTAL  BANK 

Continental  Illinois  National  Bank  and  Trust  Company 
of  Chicago.  231  South  LaSalle  Street,  Chicago,  Illinois 
50697  Charles  G.  Schultz,  Vice  President  1 312)  828-7415 


Atlanta  ■  Boston  •  Chicago  •  Cleveland  •  Dallas  «  Denver  •  Houston  •  Los  Angeles  •  Minneapolis  •  New  York  ♦  Oklahoma  City  • 


St.  Louis  *  San  Francisco  •  Seattle  •  White  Plains 


refuel  jets  in  the  air 
while  they're  sitting  on  the  ground. 


That's  Singer  technology. 


Everything  appears  real-the  tanker,  the  instruments, 
the  air  turbulence.  But  what  you're  experiencing  isn't 
real  at  all. 

It's  called  simulation-a  technology  in  which  our 
Link  Flight  Simulation  Division  has  been  the  leader  for 
more  than  50  years.  Today,  by  combining  computers, 
lasers,  and  other  electronic  systems,  Link  simulators 
are  training  pilots  of  sophisticated  commercial  and 
military  aircraft,  helicopters,  even  the  Space  Shuttle. 
And  helping  them  fly  practice  missions  without  risk  to 
life,  wear  and  tear  on  equipment,  or  burning  costly 
fuel.  Now,  Link  is  developing  even  more  advanced 


technology  for  the  next  generation  of  aircraft. 

Through  expanding  research  and  development  in 
simulation,  navigation/guidance,  command/ 
control/communications  and  intelligence,  electronic 
warfare,  and  specialized  computer  systems.  Singer  is 
writing  a  new  chapter  in  its  corporate  history.  To- 
gether with  our  unique  consumer  durables  capabilities 
throughout  the  world,  this  technological  base  posi- 
tions us  in  important  growth  markets  of  today  and 
tomorrow. 

The  Singer  Company.  8  Stamford  Forum,  Stamford 
CT  06904. 


Follow  the  leaders. 

For  over  fifty  years,  Newsweek  has  followed  the  leaders  of 
the  world  all  over  the  world.  Because  what  they  think  and  say  and  do 
has  a  profound  effect  on  your  world. 


Every  week,  Newsweek  takes  you  beyond  the  news  to  reveal 
the  human  issues  and  the  real  motivations  of  the  people  who  shape, 
inspire,  endanger  or  transform  our  lives. 


Diamond  Crystal  had  been  moving  con- 
servatively through  a  maturing  industry 
for  years.  Then  it  fell  into  a  hole.  Literally. 


Savory  salt 


By  Richard  Pbalon 

What's  it  like  to  be  richer  by 
$18  million  as  a  result  of  one 
of  the  oddest  industrial  acci- 
dents ever?  Nice,  but  a  bit  unsettling 
if  you  happen  to  be  one  of  the  Moores, 
the  St.  Clair,  Mich,  family  that  con- 
trols some  70%  of  Diamond  Crystal 
Salt  Co.  Their  big  question  is  what  to 
do  with  all  that  cash. 
The  money  came  from  a  settlement 


Flooded  house  in  Lake  Peigneur 
An  $18  million  happy  ending. 


for  escape.  It  was  as  if  someone  had 
pulled  a  giant  plug.  The  lake  disap- 
peared into  the  mine,  sucking  two  oil 
rigs,  a  tugboat  and  a  string  of  barges 
into  a  quarter-mile  whirlpool. 

The  result,  according  to  Brendan 
Connolly,  an  attorney  whose  firm  of 
Mendes  &  Mount  represented  some 
of  Texaco's  underwriters,  was  "over 
20  lawsuits." 

"We're  still  in  the  study  phase,  and 
we've  come  to  no  definitive  answers 


with  Texaco  after  almost  three  years  of 
litigation.  The  point  at  issue:  responsi- 
bility for  the  flooding  of  Diamond  Cry- 
stal's salt  mine  on  Jefferson  Island, 
situated  beside  Lake  Peigneur  in  the 
bayou  country  of  southern  Louisiana. 

The  rock  salt  mine,  a  dome  stretch- 
ing underneath  the  island  into  the 
lake,  accounted  for  an  estimated  15% 
of  Diamond  Crystal's  gross.  It  was 
working  full-out  on  a  fine  November 
morning  in  1980  when  a  Texaco  drill- 
ing rig  on  the  lake,  in  search  of  oil  and 
gas,  apparently  punched  a  hole  into  an 
abandoned  section  of  the  mine.  Sud- 
denly the  rig  heeled  and  miners  ran 


yet,"  says  Franklin  Moore  Jr.,  who  is 
secretary  of  the  company  and  great- 
grandson  of  the  founder's  brother. 
One  thing  seems  certain.  Diamond 
will  be  diversifying  out  of  salt  and 
perhaps  deeper  into  the  food  business. 

Don't  look,  though,  for  Diamond 
Crystal  to  be  making  a  dramatic  move 
into  something  glamorous,  and  pric- 
ey, like  electronics  or  high  tech. 
"That  would  be  very  much  out  of  our 
pattern,"  says  Moore. 

Diamond  Crystal,  one  of  the  na- 
tion's five  biggest  salt  companies,  has 
always  been  very  conservatively  man- 
aged. Its  current  ratio  was  a  fat  3-to-l 


even  before  last  summer,  when  that 
$18  million  materialized.  All  told, 
Diamond's  cash  holdings  amount  to 
almost  55%  of  assets,  the  equivalent 
of  $21  a  share. 

Franklin  Moore,  though  secretary 
of  Diamond,  is  a  banker  by  trade,  and 
the  first  to  admit  that  the  company  is 
in  no  rush  to  dip  into  its  hoard.  Inter- 
est income  on  it  added  $400,000  to 
the  $1.6  million  Diamond  earned  in 
the  third  quarter  of  its  fiscal  year.  The 
cash,  says  Moore,  "is  not  burning  a 
hole  in  our  pocket." 

Other  members  of  the  family  pre- 
sumably feel  the  same  way.  They  in- 
clude Frank's  first  cousin  Frederick,  a 
California  real  estate  developer  who 
votes  1 5%  of  Diamond  and  also  serves 
as  chairman,  and  his  uncle,  Charles  F. 
Moore,  chairman  emeritus. 

Though  the  family  has  been  in  salt 
ever  since  1886,  the  loss  of  one  of  its 
principal  producing  properties  may  be 
a  blessing  in  disguise.  Between  1979 
and  fiscal  1983  Diamond's  sales  in- 
creased only  12%,  while  pretax  prof- 
its dropped  from  11%  to  7%  of  sales. 
Diamond  Crystal  has  had  some  hard 
luck  along  the  way.  Hurricane  David 
seriously  damaged  its  Bahamian  plant 
in  1979,  a  couple  of  mild  winters  put 
the  kibosh  on  rock  salt  sales,  and  the 
cost  of  litigating  the  Texaco  suit  bit 
into  margins,  too. 

Meanwhile,  the  trend  to  low-sodi- 
um diets  has  cut  into  food  industry 
sales,  and  Diamond  has  been  able  to 
balance  some  of  the  Jefferson  Island 
wipeout  only  by  stepping  up  the  low- 
margin  business  of  packaging  rock 
salt  purchased  from  others. 

Diamond  stock,  traded  over  the 
counter,  almost  doubled,  to  57,  on  the 
successful  outcome  of  the  lawsuit.  It 
has  since  subsided  several  points,  as 
some  smart  early  birds  cashed  in  their 
profits.  Fact  is,  no  one  expects  much 
in  the  way  of  fireworks,  although 
some  Wall  Streeters  have  mentioned 
the  possibility  of  a  family  buyout. 

Frank  Moore  thinks  Diamond  has 
some  marketing  skills  to  capitalize- 
on,  particularly  in  the  food  business. 
Food  processors  are  among  its  major 
customers.  The  company  has  had  suc- 
cess in  selling  individual  salt,  pepper 
and  sugar  substitute  packets  to  insti- 
tutions and  restaurants.  It  is  also  test- 
marketing  a  brand  of  low-sodium  salt. 
The  decision  to  go  or  not  to  go  on  with 
that  new  product,  says  Moore  with 
typical  caution,  won't  come  for  an- 
other year  or  so.  There  are  also  some 
question  marks  about  how  far  Dia- 
mond can  get  with  its  agreement  to 
market  packets  of  CD.  Searle  s  sud- 
denly controversial  artificial  sweeten- 
er, aspartame.  ■ 
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it's  your  turn  when  all  head: 


The  buck  stops  here.  Go/No 
Go.  Roll  the  dice.  Bite  the 
bullet. 

Call  it  what  you  will,  the 
decision  is  the  moment  of 
truth  for  every  manager.  And 
every  manager  will  make  bet- 
ter decisions  with  the  right 


information  at  the  right  time. 

That's  what  AT&T  Infor- 
mation Systems  will  give  you. 

We  give  you  systems. 

We  have  designed  a  com- 
plete line  of  integrated  prod- 
ucts and  systems  that  can  be 
custom-fit  to  your  company. 
Everything  from  a  dependable 
small-business  phone  system 
to  the  most  sophisticated 
communications  systems  that 
combine  voice,  data,  office, 
building  and  network  man- 


agement functions  into  one 
vast,  responsive  unit. 

We  give  you  service. 

Service  is  not  a  sometim 
thing.  We  surround  our  sys- 
tems with  lt-before,  during 
and  after  the  sale. 

We  have  a  standing  ami 
of  more  than  28,000  dedicate 
specialists-more  proven  pr< 
fessionals  than  some  of  our 
competitors  have  total  em- 
ployees. We  assign  you  peo 
who  know  your  system  insid 


urn  to  you. 


■S11984  AT&T  Information  Systems 


i  out  to  help  you  with  plan- 
g,  installation  and  mamte- 
lce. 

Ve  give  you  experience. 

AT&T  started  the  com- 
inications  revolution  108 
irs  ago.  Today,  we  number 
>r  5  million  business  cus- 
pers  of  every  size  and 
e-from  general  stores  to 
peral  Motors.  We  apply  this 
bwledge  to  your  unique  in- 
itiation needs. 
No  other  company  can 


marshall  the  systems,  the  ser- 
vice and  the  experience  that 
we  can.  We  stand  ready  to 
work  with  you  to  design  a 
system  that's  right  for  your 
business  now,  and  in  the 
years  ahead. 

AT&T  Information 
Systems.  Turn  to  us  to  help 
you  do  the  tough  part  of  busi- 
ness, and  do  it  right. 


W. 


hen  you've 
got  to  be  right. 


AT&T 


Ray  Dirks  is  still  enjoined  from  selling 
stock  to  the  public.  But  the  SEC  can 't  keep  a 
determined  man  down  forever. 


The  magic  touch 


By  Anne  Bagamery 


Gone  public  or  will  go  public 
soon:  Denning  Mobile  Robo- 
tics. Flexible  Computer  Corp. 
Biotechnology  Development  Corp. 
Cadec  Systems  Inc.  Scott  Science  & 
Technology,  Inc.  What  do  they  have 
in  common?  Ray  Dirks. 

The  same  Ray  Dirks  who  blew  the 
whistle  on  Equity  Funding  in  1973. 
The  same  Ray  Dirks  who  brought  the 
wrath  of  the  Securities  &  Exchange 
Commission  on  himself  for  warning 
his  clients  before  warning  the  man  in 
the  street.  The  same  Ray  Dirks  who 
built  John  Muir  &  Co. 
into  a  hot  but  shaky  new- 
issue  underwriter  in  the 
1970s.  The  same  Ray 
Dirks  whose  as  yet  unre- 
solved role  in  Muir's  1981 
bankruptcy  led  the  SEC  in 
December  to  forbid  him 
from  engaging  in  securi- 
ties transactions  with  the 
public. 

Still,  Dirks  is  back  in 
business,  with  a  twist  and 
a  new  firm,  Raysearch  As- 
sociates. Dirks  styles 
himself  as  an  investment 
banker  -  cum  -  consultant 
specializing  in  new  high- 
technology  ventures.  He 
is  not  an  underwriter;  that 
would  violate  the  SEC's 
no-no,  selling  to  the  pub- 
lic. Instead,  Dirks  puts  en- 
trepreneurs in  touch  with 
underwriters  who  can  sell 
to  the  public.  He  advises 
companies  on  how  to 
structure  their  offerings  to 
take  the  most  out  of  the 
crowded  new-issues  mar- 
ket, often  leaning  on  his 
friends  on  Wall  Street  to 


help  flog  interest  in  the  stocks. 

For  his  trouble,  Dirks  takes  an  aver- 
age fee  of  10%  of  underwriters'  fees 
plus  warrants  to  buy  shares  at  bargain 
prices.  None  of  this  is  hidden:  Dirks' 
role  and  his  compensation  are  dis- 
closed in  prospectuses,  usually  on  the 
first  page.  In  the  year  Raysearch  has 
been  in  business,  Dirks  has  brought 
over  15  deals  to  the  attention  of  un- 
derwriters, earning  him  at  least 
$90,000  in  fees.  His  warrants  could 
become  worth  far  more  if  any  of  the 
companies  issuing  them  make  a  go  of 
it.  Dirks  has  become  something  of  a 
hero  in  one  corner  of  the  market. 


4% 

MJifj  JJT 


Ray  Dirks  of  Raysearch  Associates 

Playing  venture  capitalist — with  the  public's  money 


"Ray's  a  patriot,"  says  Marshall  Ster- 
man,  head  of  corporate  finance  for 
Cheverie  &  Co.,  a  private  Boston  mer- 
chant bank.  "He  helps  provide  capital 
to  make  entrepreneurs'  dreams  come 
true." 

Says  Dirks,  who  operates  out  of  his 
Greenwich  Village  home  in  New 
York  City:  "An  awful  lot  of  people 
seem  to  want  to  know  what  I  like  and 
don't  like." 

What  Dirks  likes  these  days  is  pret- 
ty much  the  kind  of  marginal  stuff  he 
liked  during  Muir's  heyday.  One  un- 
derwriter calls  the  dozen  or  so  deals 
he  has  seen  "junk."  Yet  they  sell. 
Why?  Because  Dirks  has  a  nose  for 
what  the  public  will  buy.  Says  Damon 
Testaverde,  partner  at  S.D.  Cohn  & 
Co.:  "But  a  lot  of  people  still  have  a  lot 
of  respect  for  Ray's  opinion.  Nobody 
knows  the  new-issues  market  like  he 
does." 

Consider  Scott  Science  &  Technol- 
ogy, which  expects  to  use  the  $5.4 
million  proceeds  of  this  month's  pub- 
lic offering  to  develop  electronic  gear 
for  spacecraft.  With  a  spotty  track  rec- 
ord and  huge  debts  left  over  from 
Scott's  beginning  in  research-and-de- 
velopment  tax  shelters,  the  company 
is  short  on  quality.  But  former  astro- 
naut Dave  Scott  is  chairman,  and 
space  is  big  business  under  the  cur- 
rent Administration. 

The  Scott  informational  meeting 
earlier  this  month  drew  100  Wall 
Streeters.  While  the  John 
Templetons  and  Warren 
Buffetts  failed  to  get  the 
word,  some  of  the  biggies 
in  hot  stocks  did  show. 
Ray  Dirks  himself  intro- 
duced Dave  Scott,  who 
acted  as  master  of  ceremo- 
nies for  a  slide  show  with 
lots  of  photos  of  lift-offs. 
The  mood  was  euphoric, 
Dirks'  past  flops  forgot- 
ten. Says  the  president  of 
a  national  securities  firm: 
"Essentially,  Ray  is  play- 
ing the  venture-capital 
game  with  the  public's 
money.  He  helps  bring 
something  out,  puts  in  a 
little  of  his  own  money, 
and  if  it  takes  off,  great. 
But  if  it  doesn't,  he's  not 
out  much." 

Then  he  adds:  "There 
are  a  hundred  guys  in  the 
next  room  who  are  just  as 
smart  as  he  is,  but  Ray 
Dirks  is  in  the  right  place 
at  the  right  time."  Good 
for  Dirks  and  those  he 
finds  money  for.  Not  so 
good  for  investors.  ■ 
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eal  estate  tycoon  Sam  Heymanwas 
only  a  minority  shareholder  in 
GAF  Corp.,  with  about  5%  of  the  vote, 
when  he  mounted  a  proxy  fight  last 
spring  to  install  a  new  board  of  directors 
with  a  mandate  to  restructure  the 
company.  At  first,  Wall  Street  didn't 
give  Heyman  much  chance  because 
GAF's  management  had  countered  with 
its  own  restructuring  plan  and  everyone 
knew  that  shareholders  invariably 
rally  round  management  when 

it  comes  to  proxy  proposals. 


A  FORBES  Special  Advertising  Supplement 


But  GAF's  shareholders  didn't 
vote  the  party  line  and,  much 
against  the  odds,  Heyman's  proxy 
proposal  won  with  60%  of  the  tally. 
What  was  significant  about  Hey- 
man's victory,  however,  was  not 
that  he  won  and  management  lost 
but  that  shareholders  were  demon- 
strating an  independent  spirit 
rarely  exhibited  before. 

The  merger  and  divestiture 
business  may  never  be  the  same 
again.  Since  then  dissident  share- 
holders increasingly  have  been 
stepping  forward  to  wage  proxy 
battles,  and  institutional  investors 
have  shown  greater  willingness  to 
vote  against  management.  Now  a 
proxy  contest  has  become  a  cheap 
way  to  gain  control  or  to  force  a 
breakup,  and  the  battleground  is 
not  the  capital  marketplace  but  the 
corporate  shareholders'  meeting. 

Suddenly  corporate  America, 
too,  is  aware  of  a  new  force  that 
could  become  its  enemy — its  own 
shareholder  base.  Indeed,  more 
than  ever,  corporate  managements 
realize  that  in  order  to  remain  the 
masters  of  their  own  destiny  they 
must  create  the  same  values  that 
shareholders  could  achieve 
,  through  a  breakup  or  acquisition 
of  their  companies. 

The  ramifications  of  the  greater 
usage  of  the  proxy  contest  is  hav- 
ing a  ripple,  if  not  a  wave,  effect  on 
the  entire  merger  and  divestiture 
business.  Corporate  manage- 
ments, for  instance,  are  showing 
greater  urgency  to  get  on  with 
restructuring  rather  than  have  it 
forced  upon  them.  Thus,  corporate 
divestitures,  which  was  one  of  the 
big  trends  last  year,  is  expected  to 
become  an  even  more  significant 
factor  in  the  merger  business  in 
1984.  Similarly,  as  divestitures  in- 
crease, so,  too,  will  the  use  of 
leveraged  buyouts  by  division 
managements. 

This  push  coincides  with  the 
new  emphasis  on  efficiency  and 
tighter  control  in  American  busi- 
ness. "What's  been  happening  over 
the  past  six  or  seven  years  is  that 
management  has  come  to  view  ac- 
quisitions and  divestitures  as 
strategic  business  tools.  They  are 
two  of  the  few  levers  that  can  be 
pulled  to  make  things  happen 
quickly,"  says  Joseph  Fogg,  man- 
aging director  in  charge  of  the 
M&A  department  at  Morgan 
Stanley. 

The  other  major  secular  trend 
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behind  the  merger  boom  in  recent 
years  has  been  deregulation,  he 
added.  Roughly  half  of  his  depart- 
ment's transactions  in  1983 
involved  a  company  in  the  finan- 
cial services  field.  "Many  of  those 
mergers  would  have  been  blocked 
in  years  past,"  says  Fogg.  Adds  Jay 
Higgins,  managing  director  in 
charge  of  M&A  at  Salomon  Broth- 
ers, "People  are  panting  to  do  deals 
in  the  financial  services  area. 
Right  now  there's  no  single  regula- 
tor and  the  barriers  between  areas 
are  disappearing.  If  there's  a  win- 
dow, no  one  wants  to  miss  it." 

For  any  number  of  reasons, 
then,  the  mergers  and  divestitures 
business  in  1984  is  expected  to  at 
least  equal,  if  not  surge  ahead  of, 
the  heady  pace  of  last  year's  ac- 
tivity. Most  investment  banking 
firms,  such  as  Merrill  Lynch,  Gold- 
man Sachs,  Dean  Witter  Reynolds 
and  A.G.  Becker  Paribas,  are 
now  awash  in  deals  following  a 
plethora  of  activity  in  the  second 
half  of  last  year.  Similarly,  the 
Global  Investment  Banking  Group 
at  Citicorp  has  a  record  number  of 
deals  on  the  burner  now  after  serv- 
ing as  adviser  in  24  acquisitions 
or  divestitures  in  1983,  up  from 
19  in  1982,  says  Nicholas  Boglivi, 
Citicorp  vice  president. 

TRENDS 

As  for  the  major  trends  in  M&D 
this  year — in  addition  to  the  like- 
lihood of  more  proxy  battles, 
divestitures  and  leveraged 
buyouts,  investment  bankers  ex- 
pect to  see  a  continuation  of  last 
year's  developments.  They  in- 
cluded: 

□  Fewer  hostile  takeover  bids  in 
the  marketplace. 

□  An  increase  in  the  number  of 
acquisitions  of  private  companies 
as  higher  stock  prices  permitted 
acquisitors  to  offer  more  attractive 
bids  to  sellers. 


□  The  use  of  the  initial  public 
offering  market  to  spin  off  partial 
ownership  of  corporate  divisions. 
Roughly  a  dozen  companies — in- 
cluding Dart  Drugs,  which  sold 
32%  of  Trak  Auto,  and  Signal 
Companies,  which  sold  a  signifi- 
cant part  of  Mack  Trucks — took 
advantage  of  investors'  appetite 
for  new  stocks  this  way. 

□  A  relatively  small  number  of 
deals  involving  overseas  pur- 
chasers because  of  the  strong 
dollar.  (Correspondingly,  if  the  dol- 
lar continues  strong  in  1984,  U.S. 
companies  can  be  expected  to  in- 
crease their  interest  in  overseas 
acquisitions.) 

□  The  decline  in  unsolicited 
tender  offers  is  the  direct  result  of 
two  developments  in  1982.  One 
was  the  kickoff  of  the  current  bull 
market,  which  sharply  raised  the 
stock  prices  of  target  companies. 
Thus,  many  giant  companies  were 
no  longer  undervalued  by  the  mar- 
ketplace and  the  risk  of  buying 
them  was  much  greater. 

The  experience  of  Bendix  Corp., 
which  went  after  Martin  Marietta 
and  wound  up  being  acquired  by 
Allied  Corp.,  also  has  had  a  sober- 
ing effect  on  aggressive  manage- 
ments. "No  one  wants  to  be  per- 
ceived as  having  dene  something 
foolish,"  explains  Barry  Friedberg, 
managing  director  in  charge  of 
M&A  at  A.G.  Becker  Paribas. 
"There's  the  fear  of  a  Pac-Man  re- 
sponse where  the  aggressor 
becomes  the  target,"  he  adds. 

PROXY  BATTLES 

That's  not  to  say  hostile  takeover 
attempts  have  gone  by  the  boards. 
As  Stanley  Stein,  vice  president  at 
Drexel  Burnham  Lambert,  says, 
"There's  a  new  form  of  takeover 
out  there.  It's  called  the  proxy 
fight."  But  now,  instead  of  one 
company  seeking  control  of  an- 
other via  the  unsolicited  tender 
offer,  individuals  by  themselves  or 
representing  large  investment 
pools  are  attempting  to  gain  con- 
trol of  corporate  boards  via  the 
proxy  vote  of  shareholders. 

"The  takeover  game  has  become 
much  more  entrepreneurial,  with 
the  proxy  fight  intended  to  affect 
the  value  of  stock  positions,  if  not 
obtain  control,"  says  Kenneth  Mil- 
ler, head  of  M&A  activity  at 
Merrill. Lynch.  Adds  Martin  Lip- 
ton,  a  takeover  defense  lawyer 
with  Wachtell,  Lipton,  Rosen  & 


Dtexel  Burnham  Lambert 

Mergers  and  Acquisitions. 


Investment  banking 
firms  are  frequently 
invited  into  transactions 
"in  progress."  And  the 
skills  they  bring  to  the 
table  are  invaluable. 

But  the  transactions 
we  at  t)rexel  Burnham 
Lambert  like  to  point  to 
are  the  ones  we  initiate. 
Invent.  Create  from 
scratch. 

Why?  Because  those 
are  the  occasions  that 
test  how  good  we  are.  not 
just  how  big  we  are. 

At  the  right  you  see  a 
representative  group  of 
transactions  initiated  by 
Drexel  Burnham  Lambert. 
If,  as  a  buyer  or  seller, 
you  could  benefit  from 
this  kind  of  creativity 
and  initiative  and  drive, 
contact  David  G.  Kay, 
Managing  Director,  at 
(212)  480-6400. 


Initiated  the  transaction 
and  acted  as  financial  advisor  to 

Michigan  General 
Corporation 

In  the  acquisition  of 
the  retail  division  of 

Diamond  International 
Corporation 

September.  1983 


Initiated  the  transaction 
and  acted  as  flnanciaJ  advisor  to 

Lorimar 

In  the  acquisition  of 

Kenyon  &  Eckhardt 

August,  1963 


Initiated  the  transaction 
and  acted  as  financial  advisor  to 

Josephson 
International  Inc. 

in  the  acquisition  of 

Herzfeld  &  Stern 

lanuary,  1964 


Initiated  the  transaction 
and  acted  as  financial  advisor  to 

Glasrock  Medical 
Services  Corp. 

In  the  sale  of 
Its  medical  services  business  to 

The  BOC  Group,  pic 

January,  1963 


Initiated  the  transaction 
and  acted  as  financial  advisor  to 

Condec  Corporation 

the  parent  of 

Unimation,  Inc. 

In  Its  acquisition  by 

Westinghouse  Electric 
Corporation 

February.  1983 


Initiated  the  transaction 
and  acted  as  flnanciaJ  advisor  to 

Tamco  Enterprises,  inc. 

In  the  acquisition  of 
24.9%  of  the  Common  Stock  of 

Imperial  Corporation 
of  America 


October,  1983 


Initiated  the  transaction 
and  acted  as  financial  advisor  to 

Grant  Center  Hospitals 

in  its  acquisition  by 

Forum  Group,  Inc. 


September.  1983 


Initiated  the  transaction 
and  acted  as  financial  advisor  to 

First  Washington 
Group,  Inc. 

parent  of 

Psychiatric  Institutes 
of  America 

in  Its  acquisition  by 

National  Medical 
Enterprises,  Inc. 

|ulv.  1982 


Initiated  the  transaction 
and  acted  as  financial  advisor  to 

Qualicare  Inc. 

In  Its  acquisition  by 

Universal  Health 
Services,  Inc. 

May,  1983 


Initiated  the  transaction 
and  acted  as  financial  advisor  to 

Hagemeyer  N.V. 

in  the  sale  of 

Indola  Cosmetics  B.V. 

a  wholly-owned  subsidiary, 
to 

Alberto-Culver  Company 

November,  1983 


Initiated  the  transaction 
and  acted  as  financial  advisor  to 

Savin  Corporation 

in  the  sale  of  a  controlling  interest  to 

Canada  Development 
Corporation 

April,  1982 


Initiated  the  transaction 
and  acted  as  financial  advisor  to 

Gerlach  Industries,  Inc. 

in  the  leveraged  buyout  of 

Tannetics,  Inc. 

December,  1983 


Drexel  Burnham  Lambert 
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Katz  in  New  York,  "We've  moved 
into  a  new  era  where  there  will  be 
fewer  all-cash,  unsolicited  tender 
offers  and  more  attempts  to  bust 
up  companies." 

Most  investment  bankers  agree 
that  1984  will  be  the  year  of  the 
proxy  fight,  with  many  of  the  con- 
tests taking  place  this  spring, 
annual  shareholder  meeting  time. 

For  their  part,  many  corpora- 
tions already  are  girded  for  the 
battle,  having  successfully  moved 
to  gain  shareholder  approval  for 
anti-takeover  measures  before  the 
wolf  was  at  the  door.  "In  1983  there 
was  a  surge  in  proxy  proposals  to 
provide  shareholder  protection 
against  unnegotiated  takeovers," 
says  John  Wilcox,  managing  direc- 
tor of  Georgeson  &  Co.,  a  proxy 
solicitation  and  investor  relations 
consulting  firm. 

Even  so,  managements  no 
longer  can  take  lightly  proxy  pro- 
posals from  dissident  shareholders 
who  want  to  run  companies  their 
way.  As  Stephen  Schwarzman,  a 
managing  director  of  Lehman 
Brothers  Kuhn  Loeb,  points  out, 
"Proxy  fights  are  much  more  art- 
ful than  hostile  takeover  bids. 


They  require  more  stamina  and 
more  positioning  on  the  part  of 
management  and  opposition.  The 
outcome  will  depend  on  the  merits 
of  the  argument,  not  necessarily 
the  cash  offer  on  the  table.  For 
management,  it  is  a  unique  oppor- 
tunity to  tell  its  story  and  convince 
shareholders  it  deserves  to  stay  in 
place.  There  are  a  lot  of  strategic 
issues  to  be  decided." 

LBOs 

While  1984  may  well  go  down  as 
the  year  of  the  proxy  fight,  it  was 
the  leveraged  buyout  that  was  the 
most  talked-about  trend  of  1983. 
Last  year,  LBOs  were  used  as  the 


financing  approach  in  approx- 
imately 20%  of  all  acquisitions, 
compared  with  their  use  in  only 
5%  to  10%  of  deals  a  few  years 
back,  estimates  Robert  Willard, 
managing  director  in  charge  of  the 
merger/acquisition  and  LBO 
group  at  Prudential-Bache  Se- 
curities. He  estimates  that  this 
year  the  LBO-related  activity  will 
continue  to  increase,  with  man- 
agements of  divested  companies 
employing  the  device  to  the  great- 
est degree. 

Borrowing  is  the  key  to  a  lever- 
aged buyout.  Typically,  long-term 
debt  can  account  for  as  much  as 
90%  of  the  purchase  price  in  an 
LBO  acquisition.  In  years  past  the 
debt  was  secured  by  assets  of  the 
company  being  bought.  Today, 
however,  LBOs  are  no  longer  re- 
ferred to  as  "bootstrap  financing" 
and  lenders  put  up  money  based 
on  future  cash  flow  because  the 
acquired  companies  are 
healthy. 

More  than  anything  else,  LBO 
activity  has  taken  off  because  of 
the  huge  sums  that  have  been  as- 
sembled to  invest  in  the  equity 
portion  of  the  deals.  In  the  past 
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Clark  Equipment  Credit  Corporation 


has  acquired 


Horizon  Creditcorp 

a  subsidiary  of  Horizon  Bancorp 


We  initiated  this  transaction,  served  as  financial  adviser 

to  Clark  Equipment  Credit  Corporation,  and  assisted  in  the  negotiations. 


BECKER 

A  G  Becker  Panbas  Incorporated 


January,  1984 


Santa  Fe  Industries,  Inc. 


and 


Southern  Pacific  Company 


have  combined  to  form 


Santa  Fe  Southern  Pacific  Corporation 


The  undersigned  acted  as  financial  advisor  to  Santa  Fe  Industries,  Inc. 

in  this  transaction  and  assisted  in  the  negotiations. 


Salomon  Brothers  Inc 


One  New  York  Plaza,  New  York.  New  York  10004 
Atlanta,  Boston,  Chicago,  Dallas,  London  (affiliate) 
Los  Angeles,  San  Francisco.  Tokyo  (affiliate) 
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year  and  a  half,  estimates  Jeffrey 
Kenner,  president  of  CM  Capital 
Corp.  (the  LBO  and  venture  capi- 
tal arm  of  Carl  Marks  &  Co.),  the 
amount  of  equity  financing  avail- 
able for  LBOs  has  jumped  fivefold. 
"Whereas  there  used  to  be  hun- 
dreds of  millions  of  dollars — now 
there  are  billions,"  he  figures. 

Institutional  investors,  such  as 
pension  funds  and  big  insurance 
companies,  are  eager  to  partici- 
pate in  such  funds.  Typically,  LBO 
companies  are  undervalued  to  be- 
gin with.  Then,  because  manage- 
ment usually  has  an  equity  stake 
through  an  LBO,  there's  more 
incentive  to  spur  growth.  In 
addition,  assets  of  the  company 
usually  are  revalued  upward 
through  an  LBO  sale,  thus  allow- 
ing greater  writeoffs  for  deprecia- 
tion. That,  in  turn,  helps  shelter 
earnings  so  they  can  be  used  to  pay 
down  the  LBO  debt. 

The  big  risk  in  an  LBO  situation 
is  the  huge  amount  of  debt  that 
must  be  paid  back  by  the  com- 
pany's own  cash  flow.  If  the  econ- 
omy turns  down  or  the  company 
goes  into  a  slump,  the  debt  load 
may  become  unbearable.  An  added 


concern  these  days  is  that  there 
aren't  very  many  really  attractive 
LBO  candidates — those  with  little 
debt  to  begin  with  and  which  are 
undervalued  to  boot. 

Meanwhile,  with  so  much 
money  chasing  after  LBO  deals, 
there's  the  growing  feeling  that 
prices  being  paid  are  too  high, 
thus  stretching  debt  margins  even 
thinner.  Over  the  past  year,  points 
out  Peter  Slusser,  managing  direc- 
tor of  M&A  activity  at  Blyth 
Eastman  Paine  Webber,  the  pur- 
chase price  of  LBOs  has,  on 
average,  gone  up  to  5  times  pretax 
earnings,  from  4  times. 

"The  concept  of  an  LBO  is 


sound,"  says  Schwarzman  of  Leh- 
man Brothers  Kuhn  Loeb.  But, 
like  a  number  of  other  investment 
bankers,  he  wonders  if  a  shakeout 
is  not  in  the  offing.  And  he  believes 
the  LBO  investors  should  be  cau- 
tious lest  "too  much  money  chase 
too  few  deals  and  the  result  is 
similar  to  real  estate  in  the 
mid-1970s  when  so  many  REITs 
went  bust  and  the  banks  were  put 
in  jeopardy."  Kenner  of  CM  Capi- 
tal, however,  points  out  that  the 
banks  learned  a  difficult  lesson 
with  the  REITs  and  that  he  sees 
them  maintaining  a  "strong  disci- 
pline in  the  buyout  business.  You 
can't  do  a  deal  that  does  not  make 
sense  to  the  banks." 

The  key  to  a  successful  LBO 
venture,  he  explains,  is  the  struc- 
turing of  the  debt.  "If  an  LBO  is 
done  with  a  lot  of  debt  whose  prin- 
cipal is  deferred  until  bank  debt 
is  repaid,  then  the  company  has 
sufficient  opportunity  to  retain 
cash  to  meet  its  objectives," 
he  says. 

Another  safeguard  for  execu- 
tives in  a  potential  LBO  situation 
is  to  consider  carefully  the  long- 
term  nature  of  the  relationship 


melnor 

Industries.  Inc. 


a  subsidiary  of 


Beatrice  Foods  Co. 


has  been  acquired  in  a  leveraged  buyout 

by  the  management  of  Melnor  Industries.  Inc  , 

PruCapital  Inc  and  another  investor 


The  undersigned  acted  as  financial  advisor  to 
the  management  group  of  Melnor  Industries.  Inc 
in  this  transaction 


Prudential-Bache 


Securities 


Melnor  Industries,  Inc. 

is  the  nation  s  leading 
manufacturer  of  above-ground 
residential  lawn  sprinkler 
products  The  management, 
with  the  assistance  of 
Prudential-Bache,  organized 
and  participated  in  the 
purchase  of  Melnor  Industries. 
Inc  from  Beatrice  Foods  Co 


Prudential-Bache  s  role 

included  assisting  the  man- 
agement group  in  determining 
values  and  formulating  its 
proposal,  developing  strategy 
and  tactics  for  bidding  against 
alternative  purchasers  and 
negotiating  with  Beatrice  Foods 
Co  Prudential-Bache  also 
helped  structure  the  result- 
ing transaction,  identified 
potential  investors,  and  placed 
the  debt  and  equity  financing 


ISSC  Industrial  Solid  State 
Controls,  Inc. 


has  sold  465  1 16  newly  issued  shares 

ol  lis  common  slock  Of  approximately  17%  ol  the 

total  shares  outstanding  to 


Honeywell 

Honeywell  Inc. 


Prudential-Bache 


Securities 


Prudential-Bache 


Securities 

Mergers/Acquisitions  &  Leveraged  Buyout  Group 

Contact:  Robert  W.  Willard  •  212-791-8413 
Managing  Director 


American  General  Corporation 

iniana  oteei  company 

has  sold 

has  acquired  the  Insurance  Operations 
of 

Inland  Steel  Container  Company 

Gulf  United  Corporation 

The  undersigned  acted  as  financial  advisor  to 

to 

Royal  Packaging  Industries 
Van  Leer  B.V 

American  General  Corporation. 

The  undersigned  acted  as  financial  advisor  to 
Inland  Steel  Company. 

The  First  Boston  Corporation 

January  9,  1984 

(|||  The  First  Boston  Corporation 

December  30,  1983 

Mayne  Nickless  Holding  Company 

a  subsidiary  of 

Mayne  Nickless  Limited 

has  acquired 

Calvert  Group,  Ltd. 

has  been  acquired  by 

Purolator  Armored  Inc. 

from 

Acacia  Financial  Corporation 

Purolator,  Inc. 

The  undersigned  initiated  this  transaction  and  acted  as  financial  advisor  to 
Mayne  Nickless  Limited. 

The  undersigned  acted  as  financial  advisor  to  the 
Calvert  Group,  Ltd. 

@)  The  First  Boston  Corporation 

December  30,  1983 

Si  The  First  Boston  Corporation 

January  5, 1984 

The  Gas  Service  Company 

The  Terson  Company,  Inc. 

has  been  acquired  by 

The  Kansas  Power  and  Light 
Company 

has  sold  the 

Ward-Johnston  Candy  Segment 

to 

The  Nestle  Company,  Inc. 

The  undersigned  acted  as  financial  advisor  to 
The  Gas  Service  Company . 

The  undersigned  acted  as  financial  ndi'isor  to 
The  Terson  Company,  Inc 

(SSI  The  First  Boston  Corporation 

lip)  The  First  Boston  Corporation 

December  29,  1983 

January  9,  1984 

Occidental  Petroleum  Corporation 


has  merged  its  wholly-owned  subsidiary 


The  Permian  Corporation 


into 


Permian  Acquisition  Corp. 


a  wholly-owned  subsidiary  of 


Wesray  Operations,  Inc. 


We  initiated  this  transaction  and  acted  as  financial  advisor 
to  Occidental  Petroleum  Corporation. 


Bear,  Stearns  &  Co. 

New  York/ Atlanta/Boston/Chicago/Dallas/Los  Angeles/San  Francisco 
Amsterdam/Geneva/Hong  Kong/London/Paris 


December  1983 


^1 

CHARTERHOUSE  GROUP 
INTERNATIONAL,  INC. 

Subsidiary  of  Charterhouse  J  Rothschild  pic 

London  New  York 


Principal  Equity  Investors  in  Partnership  with 
Management  Teams  and  Entrepreneurs 


Acquisitions  Completed  Since  1973 


■  The  Swank  Refractories  Company 

■  Hyde  Park  Foundry  &  Machine 

Company 

■  Diamond  Glass  Company 

■  Paco  Pharmaceutical  Services,  Inc. 

■  Dreyer's  Grand  Ice  Cream,  Inc. 

■  Marathon  Enterprises,  Inc. 

■  Carleton  Woolen  Mills,  Inc. 

■  Joseph  Kirschner  Company,  Inc. 

■  Dornan  Mills,  Inc. 

■  Perfect  Fit  Industries,  Inc. 

■  GardenAmerica  Corporation 


■  Decorator  Industries 

■  Golding  Industries,  Inc. 

■  AC  Manufacturing,  Inc. 

■  Magnolia  Seed,  Hardware  & 

Implement  Company 

■  Richdel  Incorporated 

■  Doric  Foods  Corporation 

■  Fendt  Finding  Company 

■  Crellin,  Inc. 

■  Syncom  International,  Inc. 

■  TEX-TECH  Industries,  Inc. 

■  Valleycast,  Inc. 


Telephone:  (212)  421-3125 


they  will  have  with  their  outside 
equity  partners,  says  Peter  Good- 
son,  head  of  the  mergers  and 
acquisitions  group  at  Kidder,  Pea- 
body  "Everyone  concerned  should 
look  as  closely  at  the  skills  and 
business  philosophies  of  the  other 
parties  as  they  would  a  potential 
corporate  merger  partner,"  he  ex- 
plains. Kidder,  Peabody,  he  points 
out,  serves  an  investment  banking 
role  as  an  independent  adviser  in 
LBOs  and  does  not  participate  as 
an  equity  investor  with  any  of  its 
own  capital.  In  1983  the  firm  was 
adviser  in  more  than  20  LBOs, 
whose  cumulative  value  was  in 
excess  of  $2  billion. 

DIVESTITURES 

Leveraged-buyout  candidates, 
however,  will  continue  to  spring  up 
because  there  appears  to  be  no 
letup  in  the  number  of  corpora- 
tions eager  to  divest  themselves  of 
divisions  that  no  longer  fit  their 
overall  business  strategies.  Last 
year  divestitures  accounted  for 
nearly  40%  of  M&D  activity.  And, 
increasingly,  companies  were  will- 
ing to  part  with  some  of  their 
largest  operations.  During  the 


first  nine  months  of  1983,  there 
were  37  divestitures  of  operations 
that  sold  for  $100  million  or  more, 
compared  with  only  7  in  the  com- 
parable period  five  years  earlier, 
according  to  W.T.  Grimm  &  Co. 
Two  of  the  largest  transactions  of 
1983,  in  fact,  were  General  Elec- 
tric's  sale  of  Utah  International 
and  RCA's  divestiture  of  C.I.T.  Fi- 
nancial. 

The  big  trend  toward  divesti- 
tures started  several  years  ago 
when  interest  rates  were  so  high. 
At  that  time,  it  was  cheaper  to  sell 
off  a  lackluster  division  to  finance 
expansion  than  to  take  on  addi- 
tional debt.  During  the  recent 


recession,  corporate  managements 
became  even  more  aware  of  their 
weaker-performing  operations.  At 
the  same  time,  corporate  philoso- 
phy increasingly  emphasized 
efficiency  and  simplicity.  Manage- 
ments wanted  to  concentrate  on 
what  they  knew  how  to  do  best. 

Even  if  a  division  is  performing 
well  it  can  become  a  divestiture 
prospect  when  it  no  longer  fits  the 
corporate  structure.  As  Fred  Shin- 
agel,  managing  director  and  head 
of  the  M&A  group  at  Dean  Witter 
Reynolds,  puts  it,  "Today,  corpora- 
tions deal  with  divestitures  as  just 
another  strategy.  It's  not  like  ad- 
mitting a  mistake." 

Divesting  a  weak  subsidiary 
makes  investors  and  analysts  look 
twice  at  a  public  company  because 
it  can  then  report  a  relatively 
stronger  performance  in  aggregate 
financial  data,  such  as  return  on 
investment.  Even  if  the  divested 
business  was  going  great  guns,  di- 
vestiture is  right  if  the  money 
raised  produces  even  higher  re- 
turns. Besides  expanding  present 
operations  or  moving  into  new 
lines  of  business,  parent  com- 
panies often  reduce  outstanding 
debt  (which  makes  debt/equity 
ratios  more  respectable)  or  buy 
back  shares  in  the  open  market 
(which  pumps  up  earnings  per 
share  on  remaining  outstanding 
shares). 

Divisions  that  no  longer  fit  one 
company's  grand  scheme,  however, 
may  be  just  what  another  is  look- 
ing for.  Indeed,  lately,  acquiring 
companies  more  often  than  not  bid 
for  companies  that  relate  to  their 
own  operations  rather  than  look 
for  those  that  represent  radical 
departures.  Of  the  ten  largest 
M&A  deals  last  year,  for  instance, 
only  one,  Goodyear's  acquisition  of 
Celeron,  was  a  diversification, 
points  out  Friedberg  of  A.G. 
Becker  Paribas.  All  the  others,  in- 
cluding Southern  Pacific's  acquisi- 
tion of  Santa  Fe  Industries,  Man- 
ufacturer Hanover's  acquisition  of 
C.I.T.  Financial  and  Diamond 
Shamrock's  buyout  of  Natomas, 
were  mergers  of  closely  related 
businesses. 

That  divested  candidates  are  not 
lacking  for  bidders  and  that  the 
acquiring  company  often  is  in  the 
same  business  was  clearly  demon- 
strated when  Merrill  Lynch  set 
out  to  sell  Hughes  Helicopters, 
Inc.  for  the  Howard  R.  Hughes  Jr. 


MDean  Witter, 
selling  medium-size  and 
emerging  growth  companies 

is  a  specialty. . . 

not  a  sideline. 


A  member  of  the  Sears  Financial  Network 

DEAN  WITTER 

Worth  asking  about 

'  1984  Dean  Witter  Reynolds  Inc. 


Hughes  Helicopters,  Inc. 


an  asset  of  the 


Estate  of  Howard  Robard  Hughes,  Jr. 


has  been  acquired  by 


McDonnell  Douglas  Corporation 

We  initiated  this  transaction,  assisted  in  the  negotiations  and  acted  as  financial  advisor 
to  the  Estate  of  Howard  Robard  Hughes,  Jr. 

Merrill  Lynch  Capital  Markets 


January  6,  1984 


Harsco  Corporation 


has  acquired  through  merger 


Reed  Minerals,  Inc. 


We  initiated  this  transaction  and  acted  as 
financial  advisor  to  Harsco  Corporation. 


Merrill  Lynch  Capital  Markets 


January  25,  1984 


estate  late  last  summer.  Starting 
off  by  talking  to  likely  prospects 
for  a  negotiated  sale,  the  firm  soon 
found  itself  being  solicited  by 
other  companies  that  had  heard 
about  the  impending  sale,  says 
Miller  of  Merrill  Lynch.  So  the 
firm  switched  to  an  auction  bid 
approach  to  accommodate  all  the 
interested  parties.  The  winning 
bidder,  for  $470  million,  was 
McDonnell  Douglas. 

Despite  the  number  of  divesti- 
tures already  accomplished,  what 
the  investment  banking  com- 
munity has  seen  thus  far  "is  just 
the  tip  of  the  iceberg,"  notes 
Jeffrey  Beck,  managing  director  in 
charge  of  the  M&A  group  at  Op- 
penheimer  &  Co.  He  says  he  is  now 
working  on  more  divestitures  than 


Strategies 

Very  often  the  corporate  and  invest- 
ment banking  strategy  behind  an 
acquisition  or  divestiture  is  as  note- 
worthy as  the  deal  itself.  To  find  out 
the  story  behind  some  of  last  year's 
M&D  transactions,  Forbes  asked  a 
number  of  investment  banking  execu- 
tives to  describe  one  of  the  most  inter- 
esting deals  his  organization  worked 
on  last  year.  Here  are  their  answers. 

PERMIAN  REKINDLES  THE  BID 

When  Occidental  Petroleum  and 
Bear  Stearns  decided  last  summer 
to  find  a  buyer  for  Permian  Corp. 
through  a  wide  solicitation  of  bids, 
rather  than  work  quietly  behind  the 
scenes,  they  knew  they  were  taking  a 
calculated  risk.  Word  quickly  spread 
in  the  financial  community  that  some 
of  the  100  or  so  possible  suitors  ap- 
proached by  Bear  Stearns  were  offer- 
ing as  little  as  one-half  what  others 
thought  the  company  was  worth. 

At  first  that  didn't  seem  to  be  a 
problem  because  Permian,  the  largest 
independent  crude  oil  pipeline  in  the 
U.S.,  attracted  ten  strong  bids,  in- 
cluding one  from  the  Belzberg  family 
of  Canada  for  what  appeared  to  be  the 
winning  purchase  price. 

At  the  last  minute,  however,  the 
Belzbergs  declined  to  sign  the  closing 
document  and  backed  out  of  the  deal. 
Frank  Richardson,  partner  in  charge 
of  mergers  and  acquisitions  at  Bear 
Stearns,  isn't  sure  if  the  wide  dis- 
parity of  opinion  on  Permian 's  worth 
affected  the  Belzbergs'  decision  or 
not.  What  he  did  know  was  that  Oxy 
was  under  some  time  constraints  to 
divest  itself  of  Permian  and,  with 
everyone  aware  the  Belzbergs  had 
backed  out,  it  was  going  to  be  even 


ever.  Similarly,  Miller  of  Merrill 
Lynch  reports  he  "is  deluged  by 
divestiture-type  assignments." 
And  Peter  Chiappetta,  vice  presi- 
dent in  charge  of  M&A  at  E.F. 
Hutton,  reports  his  business  is  up 
50%  over  the  past  year,  thanks 


tougher  "to  rekindle  the  bidding 
process." 

Persistence  paid  off,  however. 
Within  ten  days  after  the  Belzbergs 
turned  Permian  down,  Occidental  had 
a  signed,  completed  purchase  docu- 
ment from  Wesray  Operations,  the 
leveraged-buyout  firm,  one  of  whose 
principals  is  former  Treasury  Secre- 
tary William  Simon.  The  nearly  $400 
million  cash  deal,  adds  Richardson, 
was  "at  least  as  favorable  as  the  offer 
made  by  the  Belzbergs." 

SQUARE  D's  ACQUISITION  DRIVE 

One  of  the  common  ties  that  runs 
through  most  acquisition  strategies 
these  days  is  to  maintain  and 
strengthen  current  corporate  inden- 
tity,  rather  than  to  branch  out  in 
disparate  fashion,  as  conglomerates 
did  in  the  1960s.  For  Square  D  this 
meant  expanding  into  the  electronics 
field  from  its  traditional  base  as  an 
electrical  equipment  manufacturer. 
Last  year's  acquisitions  of  Topaz  and 
KB-Denver,  for  instance,  were  the 
latest  in  a  series  of  eight  acquisitions 
Blyth  Eastman  Paine  Webber  has 
transacted  for  Square  D  in  recent 
years. 

They  fit  in  with  Square  D's  growth 
plan  mapped  out  several  years  ago  to 
acquire  successful,  high-profit  elec- 
tronics companies.  Topaz  makes 
power-conditioning  equipment  for 
computers  and  other  sensitive  de- 
vices. And  K-B  Denver  produces 
snap-dome  switches  for  a  wide  range 
of  electronic  products,  including 
computers. 

Having  become  so  familiar  with 
Square  D's  financial  structure  as  well 
as  its  criteria  for  acquisitions  has  an 
added  benefit.  It  has  enabled  Blyth 
Eastman  to  save  time  for  everyone 
concerned  because,  "in  knowing  that 
we  are  looking  for  niche-product, 


largely  to  "  a  wealth  of  contacts 
and  information"  on  possible  di- 
vestitures and  acquisitions  by 
private  companies  supplied  by  his 
firm's  retail  branch  network. 

Thus,  unlike  leveraged  buyouts, 
which  may  or  may  not  have  a  long 
lifespan,  divestitures  are  likely  to 
fuel  the  M&D  business  for  some 
time  to  come.  As  Schwarzman  of 
Lehman  Brothers  Kuhn  Loeb 
notes,  "It's  all  part  of  the  back-to- 
basics  philosophy  of  management 
these  days."  Adds  Fogg  of  Morgan 
Stanley,  "Previously,  only  a  rela- 
tive handful  of  executives  thought 
to  use  divestitures  and  acquisitions 
for  strategic  purposes.  Now,  it's  a 
small  number  who  are  not  consid- 
ering such  moves  or  whose  boards 
are  not  asking  them  to  do  so." 


high-profit-margin  electronics  com- 
panies, we  can  operate  with  a  rifle  not 
a  shotgun,"  explains  Peter  Slusser, 
managing  director  and  head  of  merg- 
ers and  acquisitions. 

OXY  DIVESTS  TO  REFINANCE 
ACQUISITION 

When  Occidental  Petroleum  ac- 
quired Cities  Service  for  $4.2  billion  a 
year  ago  last  December  it  was  the 
largest  acquisition  of  1982.  In  1983, 
Oxy  was  back  again  at  the  top  of  the 
charts — this  time  with  a  more  than 
$2  billion  divestiture  program,  the 
largest  of  the  year. 

In  order  to  finance  the  Cities  Ser- 
vice deal,  Oxy's  strategy  from  the 
start  was  to  take  on  short-term  bank 
debt  and  pay  it  off  as  quickly  as  possi- 
ble with  the  proceeds  of  a  broad 
divestiture  program.  "The  overall 
plan  was  highly  complex  and  multi- 
faceted.  The  key  was  to  accomplish  it 
in  a  short  time  span.  Remember,  the 
meter  was  running  on  all  that  bank 
debt,"  says  Jeffrey  Boisi,  partner  in 
charge  of  M&A  at  Goldman  Sachs, 
the  firm  which  brought  Cities  Service 
to  Oxy's  attention  and  then  handled 
the  bulk  of  the  divestiture  program. 

Altogether,  Goldman  Sachs  raised 
$2  billion  in  1983  for  Oxy  through  the 
sale  of  eight  separate  Oxy  or  Cities 
Service  operations.  The  largest  sale 
was  the  Cities  Service  retail  gas  sta- 
tion group  for  $1.1  billion  to  South- 
land Corp.  Other  divestitures  in- 
cluded Oxy's  copper  division  for  $100 
million  to  Newmont  Mining  and 
Oxy's  minerals  division  to  Pacific 
Power  &  Light  for  $30  million. 

One  of  the  reasons  Goldman  Sachs 
was  able  to  accomplish  so  much  for 
Oxy  in  such  a  relatively  short  period 
of  time  was  that  it  used  the  controlled 
auction  process  "to  the  hilt,"  says 
Boisi.  That  tactic,  which  Boisi  says 


Raymond  International  Inc 


has  been  merged  with 
a  wholly  owned  subsidiary  of 


Raymond  Holdings  Inc. 


a  newly-formed  company  owned  principally  by  the  employees  and 
certain  members  of  the  management  of  Raymond  International  Inc. 


The  undersigned  assisted  in  the  negotiations  and  acted  as 
financial  advisor  to  the  Board  of  Directors  of 
Raymond  International  Inc.  in  this  transaction. 


Kidder,  Peabody  &  Co. 

Incorporated 


the  firm  pioneered,  involves  identify- 
ing and  then  soliciting  for  closed  seal 
bids  a  broad  number  of  prospective 
buyers. 

LBO  GETS  LAMSTON  COOKING 

Many  observers  contend  that  com- 
panies acquired  through  a  leveraged 
buyout  are  stronger  and  more  aggres- 
sive after  the  buyout  than  they  were 
before.  An  example  of  such  a  com- 
pany, says  Jeffrey  Kenner,  president 
of  CM  Capital  Corporation,  the  ven- 
ture capital,  leveraged-buyout 
affiliate  of  Carl  Marks  &  Co.,  is  M.  H. 
Lamston  Inc.,  the  31-store  chain  of 
retail  variety  stores  in  the  New  York 
City  area.  In  a  $30  million  "plain 
vanilla"  LBO  last  July,  CM  Capital 
bought  out  public  shareholders  for 
cash  and  the  Lamston  family  for  cash 
and  notes.  CM's  cash  offer  was  for  $34 
per  share  at  a  time  when  the  stock 
was  trading  at  $18. 

What  CM  got  was  a  strong,  healthy 
company  that  had  been  growing  stead- 
ily for  12  years.  Until  CM  stepped  in, 
however,  60%  of  the  company's 
earnings  were  paid  to  shareholders  as 
dividends.  By  retaining  those  earn- 
ings for  the  business,  Lamston  would 
have  more  than  enough  to  service 
the  debt  taken  on  in  an  LBO  and  to 
invest  for  expansion,  CM  figured. 

So  it  completed  the  LBO.  And 
Lamston  has  stopped  its  dividend 


Mergers  &  Divestitures: 


payout  and  begun  to  expand  into 
other  areas.  In  particular,  it  plans  on 
opening  in  1985  a  string  of  gourmet 
cookware  and  food  outlets  called 
Cookworld,  says  Kenner.  This  is  a 
move,  he  adds,  that  is  illustrative  of 
his  firm's  strategic  approach — "to  find 
companies  which  have  strong  earning 
bases  that  can  be  reinvested  to  take 
them  beyond  their  present  thresholds." 

HOW  ESMARK  LANDED  NORTON  SIMON 

Esmark  first  became  interested  in 
Norton  Simon  when  Oppenheimer  & 
Co.  approached  Esmark  chairman 
Donald  Kelly  with  the  unique  idea  of 
a  joint  tender  offer.  Oppenheimer, 
says  Jeffrey  Beck,  managing  director 
of  the  firm's  mergers  and  acquisitions 
group,  wanted  to  buy  Norton  Simon's 
liquor  business  and  its  Avis  division. 


The  rest  of  Norton  Simon's  business, 
Opco  figured,  would  fit  well  with 
Esmark. 

Donald  Kelly,  however,  liked  what 
he  saw  in  all  of  Norton  Simon.  So  he 
turned  down  Opco's  joint  tender  offer 
deal  and  invited  the  firm,  instead,  to 
act  as  its  adviser  on  a  100%  Esmark 
proposal.  Figuring  half  a  loaf  was 
better  than  none,  Oppenheimer  then 
worked  with  Esmark  in  its  successful 
$1.1  billion  takeover. 

The  strategy  involved  a  last-minute 
switch  from  a  combination  cash,  pre- 
ferred, convertible  stock  offer  valued 
at  $33  to  $34  per  share  to  a  straight 
cash  offer  of  $35.50  for  "any  and  all" 
of  the  stock.  That  topped  rival  bids 
from  Norton  Simon's  chairman,  David 
Mahoney;  Kohlberg,  Kravis,  Roberts 
&  Co.,  the  leveraged  buyout  firm;  and 
Anderson,  Clayton. 

To  help  finance  the  acquisition 
without  stretching  Esmark's  balance 
sheet  too  thinly,  Oppenheimer  man- 
aged a  common  stock  offering.  Es- 
mark also  arranged  a  large  debt/ 
equity  swap  at  the  time.  "Esmark 
today  is  in  better  shape  than  before 
the  Norton  Simon  deal,"  says  Opco's 
Beck.  And,  he  adds,  the  liquor  busi- 
ness and  Avis  are  doing  just  fine,  as 
expected. 

CONE  MILLS'  PRE-EMPTIVE  STRIKE 

When  Cone  Mills'  management 
announced  to  shareholders  that  it 
wanted  to  take  the  company  private 
through  a  leveraged  buyout  it  was  far 
from  tight-fisted  with  the  price  it  of- 
fered. In  contrast  with  managements 
of  some  other  publicly  owned  com- 
panies who  first  approach  share- 
holders with  "low-ball"  bids  on  the 
chance  they  could  take  over  their 
companies  for  a  song,  Cone  Mills' 
management  offered  $70  per  share  in 
late  November,  only  weeks  after  the 
stock  was  trading  in  the  40s. 

The  high  bid  was  meant  as  a 
"preemptive  strike,"  says  Jay  Hig- 
gins,  partner  in  charge  of  M&A  at 
Salomon  Brothers,  which  advised  the 
management  of  the  big  textile  man- 
ufacturer. Several  weeks  earlier, 
Western  Pacific  Industries  had  filed  a 
13D  statement  announcing  it  had  ac- 
quired 27%  of  Cone  Mills'  stock  and 
would  be  acquiring  more  in  order  to 
gain  control.  "We  knew  we  had  one 
shot  and  that  we  had  better  make  it 
our  best  shot,"  recalls  Higgins. 

The  $70-per-share  bid,  he  adds,  was 
the  highest  price  that  could  support  a 
leveraged  buyout  and,  at  the  same 
time,  "We  felt  it  was  equal  to  or  better 
than  the  price  that  Cone  Mills  would 
command  in  an  auction."  The  share- 
holders' vote  was  expected  to  take 
place  in  late  February. 


Fred  R.  Bleakley  is  a  New  York-based 
financial  writer. 


MATTHEW  STUART  &  CO.,  INC. 

a  unique  financial  consulting  firm 
Any  major  business  transaction  —  acquisition,  merger,  divestment,  sales 
or  asset  redeployment  —  goes  through  a  number  of  critical  stages 
before  reaching  successful  completion. 

Each  step  of  the  way,  from  the  careful  shaping  of  the  original  proposition 
right  through  the  final  negotiations,  the  Matthew  Stuart  organization 
brings  an  unparalleled  blend  of  expertise  and  30  years  of  experience  to 
bear  on  the  problem  ....  We  make  it  happen. 

MATTHEW  STUART  &  CO.,  INC. 

Bob  Pfeffcr,  President 
317  North  Ave.,  P.O.  Box  1324,  New  Rochelle,  NY  108C2 
(212)  994-7000  •  (914)  235-5730 

FOUNDED  1954 
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Recent  Management  Buyouts  by 
Citicorp  Venture  Capital 


A&W  BRANDS 

a  division  of 

United  Brands 

has  been  purchased  by  an  investor  group. 


Our  Management  Leveraged  Buyout  Fund 


participated  with  a 


major  corporate  investor  in  arranging 
$54,000,000  of  financing. 


BRAND-REX 
COMPANY 

a  division  of 

Akzona 


has  been  purchased  by  management 
and  an  investor  group. 


Our  Management  Leveraged  Buyout  Fund 
initiated  the  transaction, 
arranged  $145,000,000  of  financing 
and  led  the  investor  group. 


KELLER 
INDUSTRIES 


a  New  York  Stock  Exchange  company, 
has  been  purchased  by 
management  and  an  investor  group. 


Our  Management  Leveraged  Buyout  Fund 
initiated  the  transaction, 
arranged  $93,000,000  of  financing 
and  led  the  investor  group. 


Management  Leveraged  Buyout  Fund 

of 

Citicorp  Venture  Capital 

•  Going  Private  Transactions  •  Divestitures 

•  Corporate  Joint  Venture  Leveraged  Acquisitions 


Citicorp  Venture  Capital  is  a  long-term  investor 

 who  places  control  of  businesses  

in  the  hands  of  their  operating  managers. 


CITICORP 
VENTURE  CAPITAL.  LTDT 


© 

Contact: 

Bruce  C.  Bruckman         •         Richard  M.  Cashin         •         Thomas  C.  Foley 
David  F.  Thomas         •        John  R.  Whitman 
at  (212)  559-1124 


1983 

Mergers  and  Acquisitions 


Financial  Services 


Transportation 


*Bank  of  Montreal] 
Harris  Bancorp 

"Fuji  Bank,  Ltd.] 
Heller  International  Corp. 

( Walter  E.  Heller  &  Co.  and  Walter  E.  Heller  Overseas  Corp.) 

*  American  Brands 
Southland  Financial  Corp. 

(Southland  Life) 

*Fir8t  City  Bancorp  of  Texas,  Inc.] 
Cullen/Frost  Bankers,  Inc. 

*South  Carolina  National  Corporation] 
First  Bankshares  Corp.  of  S.C. 

Philadelphia  National  Corporation 
*National  Central  Financial  Corporation 

CIGNA  Corporation 
*Marsh  &  McLennan  Companies,  Inc. 
and  Fireman's  Fund  Insurance  Companies 
(Crumder  Insurance  PLC) 

Bank  of  Boston  Corporation  and  Gate  Petroleum  Company 
*Phillips  Oil  Company 

(Stockton.  Whatley,  Darin  &  Company) 

Bank  of  Boston  Corporation 
*RIHT  Financial  Corp.] 

Fleet  Financial  Group,  Inc. 
*Bankers  Trust  of  South  Carolina 

(Bankers  Mortgage  Corporation) 

*Equitable  Life  Assurance  Society 
Equitable  Life  Mortgage  and  Realty  Investors 

Bank  of  Boston  Corporation 
*Colonial  Bancorp] 

Paine  Webber  Incorporated 
*Rotan  Mosle  Financial  Corp. 

*Northwestern  Mutual  Life  Insurance  Company 
Northwestern  Mutual  Mortgage  and  Realty  Investors 

Bank  of  Boston  Corporation 
*Casco-Northern  Corporation] 

*  American  Can  Company 
American  General  Corporation 

(American  General  Capital  Corp.) 

Royal  Reinsurance  Company  Limited 
*Marsh  &  McLennan  Companies,  Inc. 

(American  Overseas  Holdings,  Inc.) 

*Marsh  &  McLennan  Companies,  Inc. 
National  Economic  Research  Associates,  Inc. 


Forest  Products 


*Fort  Howard  Paper  Company 
Maryland  Cup  Corporation 

*Stone  Container  Corporation 
The  Continental  Group,  Inc. 

(Brown  Systems  Operations) 


Santa  Fe  Industries 
*Southern  Pacific  Company 

Industrial 


*American  Standard  Inc.] 
The  Trane  Company 

A. I.C.  Investors  Corp. 
*  Albany  International  Corp. 

*Libbey-Owens-Ford  Company 
Sperry  Corporation 

(Sperry  Yickers) 

Cyprus  Corporation 
*Allegheny  International,  Inc.] 

(Special  Metals  Corpttration) 


Consumer  Products  and  Services 

*Brown-Forman  Distillers  Corporation 
Lenox,  Inc. 

American  Brands,  Inc. 
*Pinkerton 's.  Inc. 

CPC  International  Inc. 
*McKesson  Corporation 

(C.F.  Mueller  (ompany) 

Consolidated  Foods  Corporation] 
Douwe  Egberts 
(minority  interest) 

Charterhouse  Group  pic 
*Coca-Cola  Company 
(Doric  Foods  Corporation) 

General  Host  Corporation 
*Frank's  Nursery  &  Crafts,  Inc. 

*GrandMet  USA,  Inc. 
Children's  World,  Inc. 


Oil  and  Gas 


*Pacific  Lighting  Corporation 
Farmland  Industries,  Inc. 

(Terra  Resources  Inc.) 

Rosenkranz  &  Company 
*Vermont  Gas  Systems,  Inc. 


Technology 


GTE  Corporation 
*Southern  Pacific  Company 
(Southern  Pacific  Communications  Company 
and  Southern  Pacific  Satellite  Company) 

*  American  Telephone  &  Telegraph  Company] 
Ing.  C.  Olivetti  &C,  S.p.A. 

(minority  interest) 


McDonnell  Douglas  Corporation 
*Rio  Grande  Industries,  Inc. 

(Computer  Sharing  Services,  Inc.) 


MORGAN  STANLEY 


January  18,  1981, 


'  Morgan  Stanley  client 
t  Transaction  pending 
Subsidiaries  in  parentheses 


Pacemakers  have  saved  thousands  of  lives. 
But  have  they)  also  contributed  to  inflation, 
the  federal  budget  deficit  and  the  looming 
bankruptcy  of  Medicare? 

Everybody's 
money 


By  Robert  McGough 

CARDIOLOGIST  BRENDAN  PHIBBS 
is  angry.  "The  money  fever  in 
this  kind  of  stuff,"  he  says. 
"You've  got  to  see  it  to  believe  it!"  By 
"this  kind  of  stuff"  he  means  pace- 
maker sales  efforts — and  kickbacks  to 
doctors. 

There  is  growing  evidence  of  cor- 
ruption in  the  pacemaker  business. 
The  doubt  centers  on  how  pervasive 
the  wrongdoing  is.  Some  pacemaker 
executives  minimize  its  extent  and 
assert  their  business  has  become  a 
scapegoat.  "We're  being  used  to  ac- 
complish something  [cost  reduction) 
in  Medicare,"  says  Russell  Chambers, 
chairman  of  Intermedics  Inc.  "I  think 
you  really  need  the  facts." 

Yet  the  facts  that  are  coming  to 
light  hardly  support  a  Pollyannaish 
view.  Corruption  in  the  business 
seems  hardly  a  question  of  isolated 
incidents  or  a  few  rotten  apples  in  the 
sales  force.  The  facts  are  emerging 
now  in  courts  around  the  land.  A 
pacemaker  firm  in  California  has 
been  indicted  for  Medicare  fraud.  An 
executive  of  another  firm  fell  into  the 
clutches  of  the  FBI  and  since  has  been 
indicted.  Investigations  continue,  and 
more  indictments  are  likely.  Even 
civil  suits  involving  pacemaker  cor- 
ruption are  being  pursued. 

The  probes  occur  against  a  back- 
drop of  sharply  rising  prices  on  pace- 
makers. Over  the  past  decade  the 
price  has  risen  from  $1,000  to  as  high 
as  $5,300  a  unit.  The  increases  have 
contributed  to  inflation,  the  federal 
deficit  and  the  looming  bankruptcy  of 
Medicare.  This,  despite  aggressive 
competition  among  a  half-dozen  siz- 
able firms. 

"Nobody  questioned  the  cost  of 
these  things,"  says  a  federal  agent. 
Oddly  enough,  he  adds,  a  pacemaker 


costing  $4,000  in  Seattle  will  cost 
only  $3,000  in  Vancouver. 

Dr.  Phibbs  calls  fees  for  the  pace- 
maker operation  "exorbitant" — as 
much  as  $2,200  for  a  simple  operation 
performed  in  less  than  an  hour.  Per 
hour,  that's  comparable  with  fees  for 
open-heart  surgery,  a  vastly  more 
complicated  procedure  that  pacemak- 
er implants  no  longer  require. 

What  warps  pacemaker  prices?  The 
answer  is  Medicare.  Pacemaker  re- 
cipients are  usually  old,  and  Medicare 
pays  for  two-thirds  of  implants.  Doc- 
tors, hospitals  and  pacemaker  compa- 


nies have  discovered  that  Medicare 
pays  the  price,  no  matter  how  high. 

The  industry  was  once  dominated 
by  Medtronic,  Inc.  of  Minneapolis. 
Still  the  largest  company,  Medtronic 
now  has  only  half  of  what  once  was  an 
80%  market  share.  In  the  early  1970s 
Intermedics,  of  Freeport,  Tex.,  among 
others,  brought  out  an  improved  bat- 
tery for  pacemakers,  reducing  the 
need  for  reoperating.  But  Intermedics 
wasn't  content  to  let  the  world  beat  a 
path  to  its  door.  It  hired  many  of  the 
best  salesmen  from  Medtronic  and 
other  firms.  The  supersalesmen  got 
commissions  of  20%  and  more.  That 
could  mean  $500  for  a  single  sale,  vs. 
$50  previously.  Soon,  say  federal  in- 
vestigators, fatter  commissions  and 
salaries  became  standard. 

With  real  money  riding  on  a  sale, 
and  nothing  to  hold  down  prices, 
salesmen,  at  least  at  some  companies, 
began  splitting  fees  with  doctors. 
Some  money  stuck  to  the  doctors, 
some  went  to  their  favorite  charities, 
but  it  all  inflated  Medicare  costs. 

Pacesetter  Systems,  a  Sylmar,  Calif, 
firm,  was  indicted  last  October  along 
with  its  former  president  and  two  oth- 
er officers  for  offering  inducements  to 
doctors.  They  all  pleaded  either  guilty 
or  nolo  contendere.  The  indictments, 
and  the  paling  of  the  new  issues  mar- 
ket, blocked  an  initial  public  offering 
of  Pacesetter  shares. 
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Rockwell  International  know-how: 
It  goes  into  valves  that  control  the  world's  energy  flow. 

It's  in  everything  we  do. 


Our  Hypresphere®  ball  valves 
are  an  integral  part  of  vital  pipelines 
and  transmission  systems  around  the 
world.  They  can  operate  flawlessly 
under  the  severest  conditions, 
including  temperatures  as  low  as  50° 
below  zero. 

These  valves  are  just  one  example 
of  the  advanced  technology  that 
makes  Rockwell  a  leading  world- 
wide supplier  of  a  wide  range  of  in- 
dustrial  valves  controlling  the  flow 
of  oil,  gas,  water,  steam  and  process 
fluids. 

Only  a  company  with  the  know- 
how  to  combine  technology  with 
outstanding  engineering  and  man- 
agement skills  can  be  a  leader  in 
high-performance,  high-technology 
valves.  That  know-how  goes  into 
our  general  industries  businesses  and 
into  everything  we  do  at  Rockwell. 

In  aerospace:  where  we're 
NASA's  prime  contractor  for  the 
Space  Shuttle  Orbiters  and  their 
Rocketdyne  main  engines.  The 
company  is  also  working  with 
[NASA  to  make  expanded  use  of  the 
I  Shuttle's  unique  capabilities  for  our 
growing  space  program  on  into  the 
inext  century. 


In  electronics:  where  our 
turbulence-detecting  radar  systems, 
entering  airline  service  this  year, 
represent  only  the  latest  of  our 
technology  "firsts"  in  avionics 
development. 

In  the  automotive  industry: 
where  our  Automotive  Technical 
Center,  one  of  the  largest  and  most 
advanced  independent  facilities  of  its 
kind,  helps  us  work  at  the  forefront 
of  developing  technologies  such  as 
next-generation,  reduced-weight 
axles,  gearing  and  on-board  digital 
automotive  electronics. 

We're  an  $8  billion  company 
where  science  gets  down  to  business 
in  four  diverse  areas.  And  that 
diversity  has  helped  us  achieve  eight 
consecutive  years  of  increased  earn- 
ings and  impressive  growth. 

If  you  are  interested  in 
any  of  our  products  or  want  to 
learn  more  about  us,  write: 
Rockwell  International, 
Department  815R-4, 600  Grant 
Street,  Pittsburgh,  PA  15219. 


Rockwell  International 

...where  science  gets  down  to  business 

Aerospace/Electronics 
Automotive/General  Industries 


Tick,  tick  . . . 


Fl  or  all  the  furor  created  by  questionable  pacemak- 
er marketing  practices,  the  cardiac  device  itself 
remains  a  noteworthy  invention.  The  National  Soci- 
ety of  Professional  Engineers  calls  it  one  of  the  ten 
outstanding  engineering  achievements  of  the  past  50 
years.  That  ranks  the  pacemaker  right  alongside  the 
transistor  and  the  Afmllo  11  landing  on  the  moon. 

The  original  pacemaker  was  a  bulky  machine  that 
plugged  into  a  wall  outlet.  The  first  portable  pace- 
maker that  could  be  worn  by  the  user  was  designed 
in  1958  by  Earl  Bakken,  who  helped  found  Med- 
tronic and  is  now  its  chairman. 

By  the  mid-1960s  it  was  possible,  with  local  anes- 
thesia, to  implant  the  pacemaker  under  the  skin, 


with  leads  worked  through  blood  vessels  so  that  the 
pacemaker's  tiny  electric  jolts  could  stimulate  the 
heart.  Because  this  method  of  implantation  elimi- 
nated the  need  for  open-heart  surgery,  it  also  elimi- 
nated most  of  the  risk. 

With  the  introduction  of  lithium  batteries  by  In- 
termedics  and  other  companies  in  the  1970s,  pacers 
were  made  smaller,  lighter  and  more  reliable,  and 
further  developments  allowed  them  to  stimulate 
two  heart  chambers  instead  of  only  one.  The  mil- 
lions of  cardiac  patients  who  have  enjoyed  a  more 
normal  and  longer  life  probably  would  wholeheart- 
edly agree  with  the  engineers  that  pacemakers  are  a 
technological  miracle. — R.M. 


Cardiac  pacemakers,  I960  and  1984 

Right  alongside  the  transistor  and  Apollo  1 1 . 


"Nothing  went  on  in  this  company 
that  wasn't  an  industry  practice," 
says  Robert  Sandler,  Pacesetter's  gen- 
eral counsel.  Talk  to  Sandler,  and  you 
hear  that  most  of  the  defendants  are 
straight,  white-collar  types  who,  he 
says,  didn't  even  realize  they  were 
committing  a  crime. 

"We  paid  $500  to  the  account  of  a 
patient  when  one  of  our  pacemakers 
replaced  a  competitor's,"  Sandler 
says.  "The  physician  dictated  to  us 
who  to  pay" — the  patient,  doctor  or 
hospital.  The  arrangement  was  com- 
mon in  the  industry. 

Pacesetter  didn't  check  who  got  the 
rebate.  Sometimes  the  doctor  kept  it. 
The  Justice  Department  called  the  re- 
bate a  kickback.  Because  Medicare 
paid  for  the  implants,  any  rebate,  ac- 
cording to  the  government,  should 
have  gone  to  Medicare. 

When  buying  a  pacemaker  from 
Pacesetter,  physicians  often  received, 
free  of  charge,  devices  to  monitor  the 
pacer's  effectiveness.  Medicare  pays 
the  doctor  $40  and  more  for  taking  a 
few  minutes  to  monitor  a  pacemaker 
over  the  telephone.  The  indictment 
charged  that  Pacesetter  convinced  Es- 


condido  Cardiology  Associates,  a 
medical  clinic,  to  switch  to  its  pacers 
by  providing  it  free  ancillary  devices 
and  by  paying  the  salary  of  a  nurse. 
The  government  says  setups  like 
these  cost  Medicare  tens  of  millions 
of  dollars  for  procedures  that  cost  the 
doctors  nothing. 

Sandler  and  others  say  that  provid- 
ing ancillary  devices  along  with  pace- 
makers was  common.  But  it  may  be 
changing.  Medtronic,  says  a  spokes- 
man, plans  to  end  its  practice  of  bun- 
dling pacemakers  and  monitoring 
equipment  in  one  package. 

Another  federal  indictment,  this 
one  filed  in  Florida,  involves  a  whistle 
blower,  Todd  Davenport,  an  execu- 
tive at  the  second-largest  pacemaker 
firm,  Cordis  Corp.  The  indictment  as- 
serts that  Davenport  got  a  call  last 
October  from  then-Medtronic  mar- 
keting executive  James  Krieger,  who 
tried  to  sell  Medtronic's  strategic 
business  plan.  Cordis  called  the  FBI, 
Medtronic  cooperated  with  the  inves- 
tigation, and  Krieger's  conversations 
were  reportedly  tape-recorded.  While 
not  conceding  the  allegations,  his  at- 
torney plans  to  argue  that  Krieger,  an 


upstanding,  religious  family  man,  was 
driven  to  despair  by  the  atmosphere  in 
the  industry. 

Pacemaker  spending  has  also  been 
driven  up  by  unnecessary  implants. 
Many  cardiologists  say  pacemakers 
are  overused.  "The  majority  of  people 
who  suggest  unnecessary  pacemaker 
implants  are  well-meaning  but  not 
well  informed,"  says  Thomas  Gra- 
boys,  assistant  professor  of  medicine 
at  Harvard  Medical  School.  When  the 
Brooklyn  Hospital  established  a  peer- 
review  committee,  the  number  of 
pacemaker  implants  declined  by  more 
than  50%  in  two  years. 

But  marketing  has  created  the  most 
fat  in  the  pacemaker  business.  And 
because  tax  money — that  is,  every- 
body's money — has  financed  it,  the 
spending  has  become  nobody's  re- 
sponsibility. When  salesmen  and  doc- 
tors feather  each  other's  nests,  it 
amounts  to  an  extreme  example  of 
padding  an  insurance  claim  or  an  ex- 
pense account.  Somebody  else  always 
pays  the  bill.  Now  that  the  govern- 
ment is  introducing  some  economy 
measures  in  Medicare,  some  of  the  fat 
may  disappear.  Let's  hope  so.  ■ 
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If  fifteen  countries  have  already  chosen  System  12, 
can  the  rest  of  the  world  be  far  behind? 


During  the  past  four 
years,  orders  have  come  from 
fifteen  countries  for  4.5 
million  equivalent  lines  of  the 
world's  most  advanced 
digital  telecommuni- 
cations switching  system, 
System  12™ 

Those  orders  came  from 
Belgium,  Denmark,  the  Federal 
Republic  of  Germany,  Finland, 
Italy,  Mexico,  Nepal,  Norway, 
the  People's  Republic  of  China, 
the  Philippines,  Spain, 
Switzerland,  Taiwan, 
Venezuela  and  Yugoslavia. 


What  do  these  countries  all 
have  in  common? 
The  future. 

One  in  which  growth— in 
population  and  telephone 
services— will  challenge  the 
flexibility  and  technology  of 
any  country's  telecommuni- 
cations system. 

That's  why  these  fifteen 
telephone  administrations  all 
ordered  System  12.  With  its 
fully  distributed  control,  it's 
the  one  digital  system  that  is 
setting  the  standard  now— 


and  into  the  21st  century. 

That  kind  of  international 
endorsement  says  a  lot  about 
the  company  that  developed 
this  unique  phone  system. 

The  company?  ITT 
Corporation. 

We're  investing  in  the  future. 
What  are  you  investing  in? 

For  current  news  about  ITT 
Corporation,  phone  toll  free 
1-800-DIALITT  for  a 

continuously  

updated      'n  [-"In  nlln  n| 
recorded 
message. 


©  1984  ITT  Corporation.  320  Park  Avenue.  New  York.  NY  10022 


How  an  actor  whose  career  was  going 
nowhere  turned  into  a  businessman  who 
knocked  the  major  studios  on  their  ears. 


Ronald  Reagan  is 
not  the  only  actor 
who  made  good 


By  Ellen  Paris 


T|  hey  call  Mark  Damon  "The 
King  of  Cannes."  But  he'll  tell 
you  not  to  envy  him  the  cham- 
pagne and  actresses  and  all-night  par- 
ties at  the  annual  Cannes  Film  Festi- 
val. Strictly  business,  he  says:  "As 
long  as  all  that  so-called  glamour 
translates  into  a  healthy  bottom  line, 


I'm  happy."  Damon  (born  Alan  Har- 
ris), an  actor  turned  businessman,  has 
plenty  to  be  happy  about  these  days. 
In  seven  years  his  Los  Angeles-based 
Producers  Sales  Organization  (PSO) 
has  grown  from  nothing  into  a  power 
that  is  equal  to  the  Hollywood  major 
studios  in  the  distribution  overseas  of 
independently  produced  American 
pictures. 


What  usually  happens  is  that  the 
producer  turns  his  film  over  to  the 
distribution  arm  of  a  major  studio, 
which  handles  the  overseas  and  do- 
mestic marketing  in  return  for  a  nice 
piece  of  the  gross,  say  40%.  In  1982 
Hollywood's  ten  largest  movie  com- 
panies chalked  up  gross  foreign  rent- 
als of  around  $760  million  among 
them.  But  upstart  PSO  now  offers  the 
independents  an  alternative  distribu- 
tion channel.  PSO's  pictures  earned 
$76  million  in  foreign  rentals  last 
year.  Its  commissionable  revenues  for 
producers  were  $53.6  million.  PSO's 
gross  share  of  those  revenues  was  $7.4 
million,  leaving  PSO  with  a  net  profit 
of  $3. 1  million  and  this  year  should  be 
even  better.  Damon  owns  60%,  and 
John  Hyde,  his  vice  chairman,  owns 
the  rest. 

Damon,  then  26,  got  off  to  a  good 
start  in  1959  when  he  won  a  role  in 
The  ball  of  the  House  of  Usher,  opposite 
Vincent  Price.  In  1961  he  moved  to 
Rome  and  eventually  acted  in  41  Eu- 
ropean films.  Mostly  it  was  a  diet  of 
spaghetti  Westerns  and  action-adven- 
ture movies,  brightened  by  We  Longest 
Day.  Damon  earned  a  decent  living, 
and  the  lira  was  cheap.  But  he  wasn't 
on  the  international  superstar  track. 

So  in  1975  Damon,  then  41,  quit 


John  Hyde  (left)  and  Mark  Damon 

Good,  independent  distributors  are  key. 
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The  biggest  issues 
confronting  America 

today. 


Today,  only  Reader's  Digest  and  TV  Guide  have  higher 
domestic  U.S.  circulation  than  Modern  Maturity 
Our  8,990,006  total  is  documented  by  the  geo- 
graphic analysis  of  the  June  30, 1983  ABC  publishers' 
statements. 

It's  explained  by  the  phenomenal  growth  of  the  50  and 
over  market— now  one  in  every  three  adult  Americans. 

And  these  experienced  consumers  control  50%  of 
all  discretionary  income,  according  to  the  Conference 
Board. 

Join  the  growing  list  of  advertisers  who  target  these 
experienced  consumers  in  Modern  Maturity 

There's  no  better  growth  opportunity  for  your 
product  or  service. 

Modern  Maturity 

America's  3rd  largest  magazine. 


Maturity  Magazines  Group,  420  Lexington  Avenue,  New  York,  N.  Y.  10170  212-599-1880 


acting  for  sales.  He  took  a  job  with  an 
independent  distributor  of  Italian 
films  who  was  seeking  important 
American  films  to  distribute,  only  to 
find  there  wasn't  much  business.  "We 
could  not  get  the  important  films. 
The  majors  had  them  all." 

But  Damon  saw  opportunity.  "If 
there  was  a  way  to  get  the  important 
films  to  the  really  good  independent 
distributors,  then  we  could  probably 
make  a  killing." 

The  majors,  complacent,  made  Da- 
mon's job  easy.  In  foreign  distribution 
the  majors  traditionally  treat  all  for- 
eign territories  alike,  using  their  own 
local  branches  to  distribute  a  picture. 
Then  they  sell  the  the  picture  to  ex- 
hibitors and  theater  owners. 

But  that  system  tends  to  ignore  dif- 
ferences in  local  tastes.  Damon  had 
spent  20  years  in  Europe  and  spoke 
five  languages.  He  understood  that 
what  plays  in  Lyons  might  well  bomb 
in  London,  and  vice  versa.  Damon's 
concept  was  to  license  each  picture  on 
a  country-by-country  basis.  Each  dis- 
tributor would  then  be  able  to  tailor  a 
marketing  program  to  local  tastes. 
Since  his  own  money  was  on  the  line, 
the  distributor  could  be  expected  to 
hump  to  make  the  film  a  success. 
Decentralization,  it  is  called.  Individ- 
ual initiative. 

The  major  studios  generally  "cross- 


collateralize"  foreign  distribution:  In 
effect,  a  film's  profits  in  one  market 
are  reduced  by  losses  in  other  mar- 
kets. The  producer  won't  see  a  dime  if 
his  film  is  a  smash  in  England  but  a 
bomb  in  France,  Italy  and  Germany. 
Damon's  method  eliminates  cross- 
collateralization.  If  The  Day  After 
makes  $1  million  in  Germany,  the 

In  1975  Damon  quit  acting 
for  sales.  He  took  a  job  with 
an  independent  distributor 
of  Italian  films  who  was 
seeking  important  Ameri- 
can films  to  distribute.  There 
wasn't  much  business.  "We 
could  not  get  the  important 
films  to  distribute,  the 
majors  had  them  all." 


producer  (in  this  case,  ABC)  gets  its 
share  regardless  of  any  losses  else- 
where in  Europe. 

What  about  those  markets  where 
the  film  is  expected  to  fizzle?  "That's 
why  the  local  distributors  have  so 
much  incentive  to  make  our  pictures 
work,"  says  John  Hyde.  "They  are  tru- 
ly at  risk." 

Damon  formed  Producers  Sales  Or- 
ganization in  1976  and  six  months 
later  was  acquired  by  Arthur  Guin- 


ness Son  &.  Co.  Ltd.,  the  Irish  brewers. 
PSO  bought  Guinness  out  in  1982. 

Damon  tailored  marketing  cam- 
paigns to  local  markets  and  pushed 
film  stars  to  help  promote  their  mov- 
ies abroad — something  the  studios 
were  often  too  timid  to  ask  these  tem- 
peramental money  machines  to  do. 
For  instance,  Damon  convinced  Sean 
Connery  to  flog  the  new  fames  Bond 
film  Never  Say  Never  Again  in  eight 
foreign  cities.  And  Paul  Newman  to 
go  on  the  road  for  his  Fort  Apache,  The 
Bronx  in  1981. 

Why  should  Newman  bother?  Be- 
cause he  was  proud  of  the  picture,  and 
to  help  it  make  more  money.  Says 
Damon:  "I  talk  to  Paul  as  an  actor,  not 
a  businessman." 

PSO's  suppliers,  the  independent 
producers,  are  impressed.  "I  will  defi- 
nitely come  out  better  financially  on 
this  film  than  if  I  had  gone  to  a  major 
studio,"  says  Never  Say  Never  Again 
producer  Jack  Schwartzman.  "PSO 
did  a  great  job  with  The  Day  After," 
agrees  an  executive  at  producer  ABC 
Motion  Pictures. 

As  Damon  very  well  knows,  PSO 
could  lose  its  supply  of  better-grade 
films  if  the  majors  ever  started  match- 
ing him  innovation  for  innovation. 
Unlikely,  but  possible.  To  hedge,  Da- 
mon has  been  transforming  the  com- 
pany into  a  kind  of  one-stop  financial- 


services  boutique  for  the  independent 
producers  on  whom  he  depends.  PSO 
will,  for  example,  line  up  preproduc- 
tion  financing  from  its  network  of 
overseas  distributors,  getting  them  to 
put  up  minimum  guarantees  against 
theatrical  licenses.  To  make  The  Cot- 
ton Club  (reported  budget:  over  $40 
million),  Robert  Evans  and  Francis 
Ford  Coppola  took  a  guarantee  from 
PSO  of  $8  million  in  foreign  advances 
plus  a  commitment  from  Orion  Pic- 
tures to  distribute  in  the  U.S.  and 
Canada.  With  crucial  backing  in 
hand,  Evans  and  Coppola  induced  pri- 
vate investors  to  finance  the  balance 
of  the  production. 

Will  Damon  take  on  the  majors  in 
their  own  backyard,  domestic  distri- 
bution? No  way,  says  Damon,  who 
knows  he  would  probably  get  tram- 
pled. On  the  contrary,  PSO  recently 
began  selling  pictures  that  it  helped 
produce  to  the  majors  for  U.S.  and 
Canadian  distribution. 

Damon  has  come  a  long,  long  way 
in  seven  years:  spacious  office  high  in 
Los  Angeles'  Century  City,  staff  of 
bright  young  things.  The  house  in  En- 
cino,  the  Jaguar,  the  Wall  Street  bank- 
ers drooling  to  take  PSO  public.  David 
can  still  nick  Goliath  and  prosper,  if 
he  knows  how  and  where  to  aim  the 
sling.  Now,  hey,  that  could  be  another 
movie.  ■ 


L'addition,  PSO  style 


arie  Voute,  a  Paris- 
based  money  manager, 
likes  the  cinema.  She  decides 
to  see  Nether  Say  Never  Again, 
the  new  James  Bond  flick 
playing  at  the  Normandie. 
The  picture  was  produced  by 
Jack  Schwartzman,  a  Holly- 
wood independent. 

Suppose,  first,  that 
Schwartzman  had  signed  a 
typical  foreign  distribution 
deal  with  a  major.  Voute 
pays  the  equivalent  of  $4  for 
her  ticket.  The  first  $2  goes 

to  the  Normandie.  Next,  36   

cents  goes  for  film  prints,  advertis- 
ing and  interest  (about  10  cents)  on 
the  studio's  guarantee.  That  leaves 
$1.64.  Of  that,  the  studio  takes  80 
cents  for  distribution,  leaving  84 
cents  for  Schwartzman. 

But  wait.  With  the  PSO  way, 
Voute  pays  her  $4.  The  same  $2 
goes  to  the  Normandie.  PSO's  local 
independent  distributor  spends  24 
cents  for  prints  and  promotion  but 
charges  no  interest  on  its  guaran- 
tees and  no  advertising  overhead. 
For  his  risk  the  local  distributor 


James  Bond  is  a  hit  in  France 


takes  47  cents  per  ticket.  That 
leaves  $1.29.  On  that,  PSO  takes  a 
10%  commission,  leaving 
Schwartzman  with  $1.16 — 35% 
more  than  he'd  have  from  the  typi- 
cal studio  deal. 

Note  that  PSO 's  independent  pro- 
ducers need  every  dime  they  can  get. 
No  wonder  they're  attracted  to  PSO. 
PSO  took  only  1 3  cents,  and  with  the 
distributor's  47  cents,  the  total  is  60 
cents,  vs.  the  studio's  80  cents.  But 
don't  cry  for  Mark  Damon.  PSO  has 
far  lower  overhead. — E.P. 


Jff'J'J^QJ^JJ^J^^  You're  looking  at  what  probably 

THOROUGHLY 


should  be  your  family's  next  new 
*TiEH^D/^T  TSnEJT\T  vehicle.  If  you  appreciate  things  like: 
A  I1\Jm\\J%J\Jm1mjX  lots  of  room,  lots  of  comfort,  lots  of 
¥ '¥ JVW TDIfXI TC*  style>  lots  of  fuel  economy,  lots  of  power 
Ij%Jj\MJm\M\J%JC)  and  agility.  The  new  leaner,  meaner  Jeep® 

4-WHEEL  DRIVE.  S^t3S»&I 

true,  high-luxury.  With  a  smooth  car-like  ride     e]*i&g  esthwy 
on  the  road,  total  comfort  for  5  passengers  and  the  ease  of  4 
doors.  Plus  Wagoneer  gives  you  Shift-on-the-fly  between  2 - 
and  4 -wheel  drive  as  *¥*¥¥¥?  A  WW  \fWJ\¥/ 
standard  equipment.  So  jf  MmJj  /\MjAj'±1mj  WW 
with  total  con- 


WAGONEER 


mize  your  mileage  and  maximize  your  traction.  The  all-new 
Wagoneer.  Leaner,  meaner  and  thoroughly  luxurious.  At  your 
Jeep  dealers,  who  are  proud  to  offer  you  the  world's  largest 
selection  in  4  wheel  WHEN  IT  COMES  TO  A  WHEEL  DRIVE 
drive.  Buy  or  lease  one  today.  ONE  WORD  SAYS  ITALL  wW7W?n 


Jeep  is  a  registered  trademark  of  Jeep  Corporation.  'Use  figures  for  comparison.  Your 
mileage  may  vary  with  speed,  weather,  trip  length.  Actual  HWY  and  CA  figures  lower. 


JEEP 


By  Robert  H.  Bork  Jr. 


Edited  by  Stephen  Kindel 


With  computers,  hydraulics,  advanced  op- 
tics and  a  little  hocuspocus,  scientists  de- 
ceive the  senses  to  simulate  the  real  world. 


The  technology 
of  illusion 


P!  ilot  Jim  Stillman  readies  his 
"Boeing  757  for  takeoff,  as  the 
lights  of  runway  9-Right  at  Atlan- 
ta's Hartsfield  International  Airport 
shimmer  on  a  clear  fall  evening.  Flaps 
at  15  degrees.  Stabilizers  at  four  units 
of  trim.  Throttles  to  maximum 
thrust.  Acceleration  rattles  the  air- 
craft on  takeoff,  pressing  Stillman 
into  his  seat.  Outlines  of  buildings 
and  hills  are  visible  against  the  glow- 
ing horizon.  The  radar  altimeter  rises 
like  a  thermometer  in  boiling  water — 
500  feet .  .  .  1,000  .  .  .  1,500. 

Actually,  this  flight  never  gets 
more  than  15  feet  off  the  ground.  It 
isn't  a  clear  fall  night  at  all,  but  an 
overcast  winter  morning.  The  flight 
isn't  really  in  Atlanta,  but  in  Bing- 
hamton,  N.Y.,  900  miles  away.  In 
fact,  it  isn't  a  flight  at  all,  but  a  clever 
simulation  at  Singer  Co.'s  Link  Flight 
Simulation  division.  There  seems  to 
be  an  aspect  of  videogames  about  the 
whole  process,  but  the  stakes  are  life 
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and  death:  It's  a  lot  safer  to  make  your 
mistakes  on  a  simulator  than  in  the 
cockpit  of  a  757. 

Simulation  has  come  a  long  way 
since  Edwin  Link  sold  his  first  foul- 
weather  flight  trainer  to  the  Army  50 
years  ago  this  month.  Link,  a  onetime 
pipe-organ  maker  and  a  flying  enthu- 
siast, built  boxes  that  had  a  few  in- 
struments and  a  stick  that  employed  a 
crude  motion  system.  Those  first  sim- 
ulators "flew"  at  county  fairs  and  car- 
nivals, at  25  cents  a  ride.  In  World 
War  II,  thousands  of  pilots  trained  on 
Link's  "blue  boxes." 

Today,  the  price  of  pretend  ranges 
from  $8  million  for  commercial  air- 
line flight  simulators  to  $45  million 
for  one  that  trains  astronauts  for  the 
space  shuttle.  In  addition,  there  is  an 
arcade  game  market  taking  simula- 
tion back  to  its  carnival  roots.  Made 
by  Doron  Precision  Systems,  another 
Binghamton  company,  the  $89,600, 
12-passenger  machine  is  called  the 
SR-2  and  looks  like  a  Volkswagen  bus 
on  three  huge  shock  absorbers.  A  pro- 


German-built  ship 's  bridge  simulator 
rolls  over  waves  at  Maritime  Institute  of 
Technology  in  Baltimore  ( left )  and  pi- 
lots-eye view  of  night  landing  approach 
from  cockpit  of  Boeing  757  simulator  at 
Link  Flight  Simulation  ( above ) 
"What  it  comes  down  to  is 
fooling  the  senses." 

jector  displays  four-minute  films  on 
the  front  wall  of  road  racing,  roller- 
coaster  rides  and  a  combat  fighter 
mission  in  Vietnam,  all  with  sound 
and  wind  effects. 

For  simulation  to  work,  you  have  to 
believe.  "What  it  comes  down  to  is 
fooling  the  senses  of  the  pilot,"  says 
Robert  Epps,  a  Singer  scientist.  The 
tools  of  deception  are  microchips,  hy- 
draulics, optical  systems  and,  above 
all,  mathematics.  They  replicate  the 
actual  performance  of  a  craft.  Only 
then  is  the  student  able  to  learn  the 
skills  needed  to  land  a  helicopter  on 
the  deck  of  a  pitching  aircraft  carrier, 
drive  a  tank  down  a  village  street, 
navigate  a  supertanker  into  Valdez 
Harbor,  operate  a  locomotive  or  pilot 
the  space  shuttle. 

Improvements  in  computers  have 
made  simulation  so  realistic  that  the 
Federal  Aviation  Administration  now 
allows  100%  simulation  training  for 
experienced  airline  pilots  upgrading 
their  qualifications  to  other,  more  ad- 
vanced aircraft.  Captain  Walt  Es- 
tridge,  American  Airlines'  flight 
training  director,  believes  simulators 
are  so  true  to  life  that  he  won't  let  his 
pilots  "crash"  in  one  lest  their  confi- 
dence be  destroyed.  Military  pilots, 


flying  simulated  dogfights  against 
each  other  at  Williams  Air  Force  Base 
in  Phoenix,  climb  out  of  the  tandem 
F-4  cockpits  dripping  with  perspira- 
tion. William  Turner,  president  of 
Singer's  Link  Flight  Simulation  divi- 
sion, calls  such  involvement  the 
"pucker  factor."  You  even  get  airsick. 

Any  simulation  begins  with  lots  of 
data.  To  simulate  the  757,  Singer  buys 
aerodynamic  performance  data  from 
Boeing,  the  airframe  manufacturer, 
and  General  Electric,  the  engine- 
maker.  The  data  describe  air  speed, 
altitude,  attitude,  lift  and  how  they 
interrelate  during  flight.  These  rela- 
tionships, expressed  as  coefficients, 
are  plotted  as  curves  and  stored  in  the 
computer.  Essentially,  when  a  simu- 
lator is  flying,  it  is  flying  these  curves. 
In  a  single-engine  jet  fighter,  there 
may  be  10,000  to  12,000  variables  de- 
scribing aircraft  aerodynamics  and  en- 
gines, excluding  the  visual  system. 

That's  where  the  computers  come 
in.  There  are  3  to  5  computers  in  most 
modern  commercial  simulators,  ex- 
cluding the  craft's  own  on-board  com- 
puters. The  shuttle  simulator  has  42 
computers  pumping  data  to  create  the 
realism  that  only  comes  from  real- 
time response  to  any  command. 

When  Stillman  throttles  up  the  757 
at  Atlanta's  airport  he  is  sending  elec- 
trical impulses  from  the  cockpit  to 
the  computer,  which  converts  them 
into  its  numerical  code.  The  code  is 
plugged  into  the  formulas  for  throttle 
setting.  The  equations  produce  thrust 
values  used' in  Newtonian  equations 
for  acceleration.  The  answers  are  used 
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Now  the  world's  largest  paper  mill  runs  on  its  own  power. 


Seven  million  pounds  of  paper  and  paperboard  a  day, 
every  day.  That 's  the  capacity  of  Union  Camp 's  mill 
in  Savannah,  Georgia.  Yet,  paper  production — even 
in  these  enormous  quantities — is ,  after  all ,  what  a 
paper  mill  is  all  about. 

Production  of  electricity,  however,  is  not  ordi- 
narily what  a  paper  mill  is  all  about. 

But  this  is  not  your  ordinary  paper  mill.  This 
one  has  the  capability  of  being  self-sufficient  in 
electricity. 


The  secret?  Cogeneration — the  production  of 

both  steam  and  electricity  for  industrial  processes  in  L 
the  same  power  plant ,  utilizing  energy  that  might 

otherwise  be  lost.  j 

For  engineering  and  design,  Union  Camp 

chose  United  Engineers  &  Constructors ,  a  Raytheon  ^ 

company.  With  the  new  system  in  place,  Union  Camp  r( 

now  enjoys  the  best  of  two  worlds:  they  maintain  their  |r 

record  production  while  greatly  reducing  the  cost  of  ]0 
the  fuel  and  electricity  required  to  do  it. 


Cogeneration  is  a  concept  that's  sparking  wide 
terest  throughout  power-intensive  industry,  and 
nited  has  several  such  assignments  in  various  stages 
planning  and  construction.  All  these  projects  are 
iitural  extensions  of  United 's  long  experience  in 
;signing  and  engineering  for  both  utilities  and 
I  dustry,  experience  that  positions  them  solidly  in 
market  that  is  expected  to  total  $30  billion  between 
>w  and  the  year  2000. 

United  Engineers  &  Constructors  is  an 


important  part  of  Raytheon,  a  $5.9  billion  company 
in  electronics,  aviation,  appliances,  energy,  construc- 
tion, and  publishing.  For  copies  of  our  latest  financial 
reports,  write  to  Raytheon  Company,  Public  Relations, 
141  Spring  Street,  Lexington,  MA  02173. 


Doron 's  SR-2  goes  through  the  motions  at  The  Space  Center,  a  Pittsburgh  arcade 
Taking  simulation  technology  back  to  its  carnival  roots. 


Technology 


to  calculate  velocity.  They  in  turn 
generate  velocity  figures.  All  the 
while,  other  computers,  for  the  sys- 
tems, audio,  aerodynamics  and  visual 
equations,  are  watching  these  num- 
bers as  they  arrive  in  the  simulator's 
shared  memory  pool. 

How  does  all  this  math  translate 
into  sensation?  To  create  the  percep- 
tion of  screaming  down  the  runway  at 
150  knots,  the  servo  valves  on  the  757 
simulator's  six  hydraulic  legs  nudge 
the  12-ton  platform  forward  6  inches 
for  the  initial  impression  of  move- 
ment. To  create  the  sensation  of  ac- 
celeration as  speed  builds  up,  the 
computer  tips  the  platform  up  a  few 
degrees,  shifting  the  pilot's  weight 
from  the  bottom  to  the  back  of  his 
seat.  At  takeoff  the  platform  pitches 
up  even  more  sharply. 

"Physiologically  we  know  what 
we're  trying  to  do  to  the  sensor 
mechanisms  of  the  inner  ear.  We 
know  what  we're  trying  to  do  with 
the  receptor  sensor  system  of  the  epi- 
dermal layer  of  the  body.  We  know 
the  weaknesses  of  those  systems  and 
how  to  fool  them,"  says  Gerald  Kron, 
a  Singer  scientist. 

Military   fighter   simulators  give 


even  more  spectacular  simulations  of 
motion.  They  have  air-driven  G-seats 
that  inflate  and  deflate  cells  in  the 
seat  and  back,  emulating  sustained 
accelerations  such  as  those  from 
turns  and  pullouts  from  dives.  Inde- 
pendently driven  seat  belts  contract 
and  loosen  around  the  pilot.  Blackout 
conditions  from  severe  G-forces  are 
simulated  by  dimming  cockpit  lights. 

Perhaps  the  real  tour  de  force  is  in 
visual  systems.  The  large  model 
boards  over  which  cameras  floated  20 
years  ago  are  being  replaced  by  highly 
sophisticated  computer-generated  vi- 
sual scenes.  Programmers  create  a 
map  of  the  simulator's  world,  plotting 
every  object.  When  the  pilot  flies 
through  a  scene,  the  computer  is  plot- 
ting his  position  from  25  to  60  times  a 
second.  It  presents  each  scene  as  a 
snapshot  of  what  the  view  should  be 
from  that  position  and  orientation. 

Scientists  have  had  the  most  luck 


simulating  dusk  and  night  scenes  be- 
cause they  are  simply  points  of  light 
and  shades  of  gray.  Daylight  scenes 
are  available  but  cartoonish.  "The  vi- 
sual world  is  one  where  we  can't  du- 
plicate the  real  world.  We  can  only 
come  close.  In  fact,  it  isn't  even  close. 
It's  a  black  art,"  admits  David  Peters, 
a  Singer  scientist. 

And  the  result  of  all  that  art  and 
science?  In  18  seconds  Stillman's 
flight  has  gone  from  gentle  takeoff  to 
catastrophe,  as  the  757's  digitally  re- 
corded voice  screams  out,  "Too  low, 
terrain.  Too  low,  terrain." 

"I  thought  we  were  in  auto;"  apolo- 
gizes Stillman  to  a  visitor  in  the  copi- 
lot's seat.  "Did  we  crash?" 

No,  Stillman  didn't  crash.  An  in- 
structor turned  off  the  simulator  be- 
fore that  happened.  That's  the  great 
thing  about  illusion — technological 
or  otherwise.  It  can  re-create  the  ca- 
tastrophe without  the  catastrophe. 


Opting  out  of 

Last  October  the  Department  of  En- 
lergy's  Lawrence  Berkeley  Labora- 
tory installed  the  first  microscope  to 
see  atoms  in  detail  within  solids.  The 
atomic  resolution  microscope,  or 
ARM,  produces  images  of  atoms  only 
1.6  angstroms  apart  (an  angstrom  is  a 
hundred-millionth  of  a  centimeter). 

Is  this  another  triumph  of  Ameri- 
can technology? 


the  ARMs  race 

Sadly,  no.  American  companies 
don't  build  such  complex  instru- 
ments anymore,  not  since  RCA  sold 
off  its  electron  microscope  business 
in  1969.  The  $3  million  ARM  is  a 
product  of  Japan's  formidable  optics 
industry.  The  Japanese  designed  and 
built  it,  but  to  Lawrence  Berkeley's 
specifications.  The  only  American 
technology  on  the  ARM  is  an  Apple 
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Make  Mends 
with  the  future: 

Today  at  ComputerLand. 

We've  helped  more  kinds  of  people  buy  more  kinds 
of  computers  than  any  other  store  in  the  world. 


It's  easier  where  you  can 
compare  the  top  brands 
side  by  side. 


i  That's  why  ComputerLand 
carries  not  just  one, 
tout  several  of  the 
jleading  computer 
[brands  in  every 
one  of  our  over 
600  stores 
worldwide, 
[t's  easier  where 
you  deal  with 
people  who 
speak  your 
language. 
I  ComputerLand 
I  people  understand 
(computers  and 
|  speak  in  terms  that 
ire  understand- 
able to  you.  Even 
| if  you've  never 
used  a  computer 
before. 


It's  easier  where 
they Ve  got  the  soft- 
ware to  match 
your  needs. 

We've  got  one  of 
the  widest  selec- 
tions of  software 
anywhere. 
Whatever  your 
needs,  you'll 
probably 
find  the 
right  program 
for  the  right  job. 


^^^|  easier 
when  there's 
someone  to 
turn  to— after 
you  leave 
the  store. 
When  you  buy 
a  computer  at 
ComputerLand, 
you  can  get  ser- 
vice from  our 
own  techni- 
cians. And  if 
you  have  any 
questions,  we'll 
help  you  get 
the  answers. 


Over  600  stores  worldwide.  For  the  location  of  the  ComputerLand  store  nearest  you  call:  In  California  (800)  321-1101  Outside  California  (800)  -t23-3008. 


O  1983  CompuierI.and 


ComputerLand 

Make  friends  with  the  future.  " 


Technology 


Atomic  resolution  microscope 
A  universe  too  small? 


computer  that  helps  fix  the  position 
of  the  slides. 

Why  should  anyone  care  how  small 
a  universe  the  ARM  can  see?  It  turns 
out  that  most  materials  science  now- 
adays concerns  itself  not  with  the  reg- 
ular structure  of  materials — the  way 
they  are  supposed  to  look — but  rather 
with  the  irregularities.  "It's  the  de- 
fects that  make  the  materials  behave 
the  way  they  do,"  says  Ronald 
Gronsky,  senior  staff  scientist  at  Law- 
rence Berkeley.  "We  needed  the  added 
resolution  to  see  where  these  hiding 
places  are." 

The  business  implications  are  clear. 
The  ARM  might  allow  the  production 
of  materials  that  can  hold  up  better  to 
corrosion,  oxidation  and  metal  fa- 


Beaming  in 

In  theory,  an  electron  microscope 
works  much  like  an  optical  one. 
Instead  of  light,  electron  beams  are 
produced  by  inserting  a  crystal  fila- 
ment into  an  accelerator  (1).  The 
beams  are  scattered  as  they  pass 
through  a  thinly  cut  specimen  (2). 
Electromagnetic  lenses  focus  the 
scattered  beams  into  an  image  (3), 
which  is  reproduced  either  on  a 
fluorescent  screen  (4)  or  on  film. 


tigue — or  even  those  that  might  need 
a  specific  defect  in  order  to  function. 
And  on  existing  production  lines,  ma- 
terial purity  is  crucial  in  industries 
such  as  semiconductors. 

So  Gronsky  doesn't  understand 
why  U.S.  companies  have  abandoned 
the  ARM  field.  "From  what  I  see  the 
Japanese  doing  now,  this  is  an  area  for 
some  entrepreneur  to  take  a  look  at," 
he  says.  It's  not  that  simple,  says  John 
K.  Tien,  Howe  Professor  of  Metallur- 
gy at  Columbia  University  and  direc- 
tor of  Columbia's  Center  for  Strategic 
Materials.  Tien  says  he  would  much 
prefer  to  deal  with  an  American  man- 
ufacturer. But  only  a  very  small 
amount  of  all  research  in  materials 
science  needs  to  be  done  with  such 
sophisticated  instruments  as  the 
ARM.  In  short,  the  tiny  universe  re- 
vealed by  the  ARM  may  be  a  wonder 


scientifically.  Economically,  it's  a 
universe  that  is  too  small  for  big  com- 
panies but  probably  too  big  for  ven- 
ture capitalists. 

Two  U.S.  electron  microscope 
makers — Amray,  Inc.  and  Nanomet- 
rics — continue  to  manufacture  less 
powerful  scanning  electron  micro- 
scopes (SEMs),  which  are  usually  suf- 
ficient for  business  needs  and  far  less 
expensive.  Amray's  SEMs  sell  for  an 
average  $100,000,  less  than  5%  of 
the  cost  of  the  Berkeley  device. 
SEMs  are  a  good  business  for  both 
Amray  and  Nanometrics,  which  spe- 
cializes in  supplying  the  semiconduc- 
tor makers.  But  Europe  and  Japan  may 
have  the  supermicroscopes  all  to 
themselves  for  a  while.  This  is  one 
ARMs  race  America  has  chosen  to 
stay  out  of. — Francesca  Lunzer 
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Digital  read-outs.  Light -emitting  diodes. 
On-board  diagnostics.  They're  elements  of  the 
advanced  electronics  designed  by  GM  scien- 
tists and  engineers  for  747's. 

Now,  after  years  of  work,  many  of  the, 
same  experts  are  building  the  same  technology 
into  new  GM  cars  and  trucks. 

In  some  cases,  aircraft  solutions  were 
appropriate  and  we  adapted  them.  When  they 
weren't,  we  went  back  to  the  drawing  board 
to  create  new  technology. 

Not  just  to  give  you  "gee  whiz"  gadgetry. 


But  to  help  your  GM  car  run  more  efficient- 
ly and  intelligently.  And  to  help  you  keep 
it  running. 

We  believe  in  taking  the  extra  time,  giving 
the  extra  effort  and  paying  attention  to  every 
detail.  That's  what  it  takes  to  provide  the 
quality  that  leads  more  people  to 
buy  GM  cars  and  trucks  than  any 
other  kind.  And  why  GM  owners 
are  the  most  loyal  on  the  road. 

That's  the  GM  commitment 
to  excellence. 


Nobody  sweats  the  details  like  GM, 


/ 


Personal  Affairs 


Edited  by  William  G.  Flanagan 


Gardeners  swear  there's  magic  in  growing 
plants  in  your  own  greenhouse.  Today's 
new  prefabricated  greenhouses  have  made 
that  experience  more  popular  than  ever. 


Paradise 
under  glass 


By  Janet  Bamford 


Sir  Francis  Bacon  said  garden- 
ing "is  the  purest  of  human 
pleasures."  And,  for  a  growing 
number  of  weekend  gardeners,  that 
pleasure  is  now  year-round,  thanks  to 
today's  prefabricated, 
relatively  inexpensive 
greenhouses.  Frost  & 
Sullivan,  a  New  York 
market  research  firm,  es- 
timates the  market  last 
year  for  home  green- 
houses was  about  $66 
million,  will  be  about 
$80  million  in  1985  and 
$102  million  in  1988. 

What  caused  garden- 
ing to  bloom  like  this? 
One  reason:  home  mort- 
gage rates.  As  long  as 
rates  remain  high, 
homeowners  fix  up  their 
present  residence  in- 
stead of  buying  a  new 
one.  "They're  staying 
where  they  are  and  ex- 
panding their  living 
space  by  adding  green- 
houses," says  John  Cur- 
tain, general  sales  man- 
ager at  Lord  &  Burnham, 
the  Irvington,  N  Y.  com- 
pany that  has  about  30% 


Dendrobium  orcliid 


of  the  home  greenhouse  market. 
"That's  exactly  what  I  did." 

The  energy  shocks  of  the  Seventies 
also  helped  the  greenhouse  business, 
according  to  New  York  landscape  ar- 
chitect Jamie  Gibbs.  "There  were 
problems  with  getting  gasoline,  and 
major  increases  in  the 
cost  of  travel,"  says 
Gibbs.  "People  began  to 
enjoy  the  pleasures  of 
staying  home."  Indeed, 
many  a  greenhouse  dou- 
bles as  a  sitting  room  or 
solarium.  "My  wife  and  I 
have  dinner  parties  out 
there,"  says  David  Lilly, 
the  former  president  of 
Minneapolis'  Toro  Co. 
and  now  vice  president 
for  finance  and  oper- 
ations at  the  University 
of  Minnesota.  "It's  just 
two  steps  down  from  the 
living  room,  and  we  use 
it  as  an  extension  of 
the  room." 

But  for  the  serious  gar- 
dener, the  greenhouse  is 
a  sanctuary.  "We  don't 
have  a  phone  in  the 
greenhouse — and  will 
never  have  one — and  on 
a  Saturday  when  I  get 
out  there  I  close  the 


doors  and  I'm  in  a  whole  new  world," 
says  Dick  Boylan,  vice  chairman  of 
Philadelphia's  Provident  National 
Bank.  .Some  gardeners  wax  almost 
mystical.  "One  of  the  most  exciting 
things  is  to  get  a  special  kind  of  seed 
to  germinate  and  then  watch  it  grow 
into  a  substantial  plant.  It  really  is  the 
miracle  of  life,"  says  David  Lilly. 

In  fact,  some  enthusiasts  can  get 
completely  carried  away — like  Blaine 
Bonham,  a  former  portfolio  analyst  at 
Philadelphia  National  Bank,  who 
started  gardening  about  ten  years  ago 
and  became  so  hooked  that  he  quit  his 
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Duncan  Sterling  Jr.,  vice  chairman  of  Sterling,  Grace  &  Co.,  amidst  some  of  bis  4,000  plains 
Thirty  years  of  cultivating  orchids — and  still  learning. 


j  job  and  went  back  to  school  to  be- 
i  come  a  horticulturist.  "There's  some- 
thing satisfying  about  nurturing 
i  plants  and  watching  them  go  through 
I  cycles,"  Bonham  says.  "It  reminds  me 
i  that  humans  aren't  the  only  thing  in 
i  the  universe.  The  plants  go  through 
;  the  same  cycles  we  do,  and  it's  hum- 
bling to  watch." 

By  far  the  most  popular  hobby 
greenhouse  is  the  kind  that  attaches 
to  your  home,  lean-to  style.  Less  pop- 
ular (and  much  more  costly)  are  free- 
.  standing  greenhouses.  Both  types  can 
!  be  constructed  of  glass,  soft  plastic  or 


a  glasslike  acrylic.  The  soft  plastic 
tends  to  be  cheaper  to  construct  ini- 
tially, but  that  may  be  a  false  econo- 
my. "The  plastic  has  to  be  replaced 
periodically,"  says  Gibbs,  "because 
the  sun  tends  to  break  it  down  and  it 
ends  up  splitting  and  discoloring." 

All  will  give  you  the  essential  ef- 
fect—insulating the  interior  from  the 
outside  air  while  allowing  radiant  en- 
ergy from  sunlight  to  come  through. 
The  floor  of  the  greenhouse  is  usually 
made  of  brick,  stone  or  tile  to  absorb 
and  store  the  sun's  heat.  That  heat  is 
trapped  inside,  creating  a  passive  solar 


heating  device  (see  box,  p.  172).  In  a 
well-built  greenhouse,  inside  tem- 
peratures can  easily  reach  100  degrees 
on  a  sunny  day,  even  if  the  mercury 
dips  below  freezing.  In  the  summer- 
time, of  course,  that  heat  can  be  sti- 
fling; a  venting  system  is  needed  to 
make  sure  the  plants  don't  die  from 
too  much  heat  and  light.  In  winter, 
people  who  have  greenhouses  that  are 
connected  to  their  home  often  install 
fans  to  distribute  the  heat  throughout 
the  house. 

Unfortunately,  at  night  the  process 
is  reversed.  You  need  insulated  shades 
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"Eastern,  you  really 


cameo  your  wings 


We  like  to  hear  these  words. 
That's  what  working  at  Eastern  is  al 
about— dedicated  people  doing  the  thing 
j  that  make  you  say  "You  really  earned 
your  wings  today" 

We  want  you  to  choose  our 
airline  when  you  fly  So  we  have 
give  you  better  service.  Better 
than  our  competition.  Better 
t  than  yesterday— were  only  as 
good  as  our  last  flight. 

And  we  mean  "service 
in  every  sense.  A  good  exam[ 
is  Kansas  City  It's  the  id< 
place  to  put  a  hub... 


linking  cities  in  the 
Northeast  with  the 
Southwest,  openin 
up  convenient 
connections  to  23 
major  cities  throu* 
a  less  congested 
airport.  It  make* 
for  shorter  and 
easier  connec 
tions.  Now 
that's  Eastern 
service. 


'Your  One-Time  Check-In 
gives  me  one  less  line 
to  wait  in'/ 


Eastern's  full 
service  at  competitive  fares. 

We  never  forget  we're  a  full-service 
airline.  We  keep  our  fares  competitive— we 
offer  discount  fares  to  everywhere  we  fly  in 
the  continental  US.  But  we  also  make  sure  you 
get  the  personal  attention  you  want  without 
having  to  pay  for  every  little  extra. 

Eastern's  One-Time 
Check-In  Service. 

Our  One-Time  Check- In SM*  service 
was  designed  to  allow  you  to  pick  up  all 
your  boarding  passes  for  returning  and 
connecting  flights  the  first  time  you 
check  in.  Fewer  lines  to  stand  in!  You'll 
thank  us  from  the  bottom  of  your  feet. 


Eastern's  Frequent 
Traveler  Bonus  Program. 

Our  Frequent  Traveler  Bonus  Program 
s  been  expanded.  Participants  can  earn  free  flights  to  such  places  as 
fe  Caribbean  and  South  America  on  Eastern,  as  well  as  Europe  on  TW\, 
litish  Caledonian  and  SAS. 

We  want  you  to  expect  more  from  Eastern.  More  ideas.  Better  travel 
pgrams  for  both  frequent  travelers  and  vacation  travelers.  But  above 
—better  service.  If  we're  going  to  earn  our  wings,  after  all,  we're  going  to 
ve  to  earn  them  from  you. 


©  1984  Eastern  Air  Lines,  Inc. 


We  earn  our  wings  every  day 


*Available  on  domestic  and  selected  international  Eastern  flights  and  is  not  available  on  the  Eastern  Air-Shuttle®  or  the  Eastern  Express. 


Personal 
Affairs 


to  keep  the  heat  you  have  collected  all 
day,  and  you  will  probably  have  to 
provide  additional  heat  to  the  green- 
house as  well. 

The  initial  cost  of  a  typical  10-by- 
1 2-foot  lean-to  greenhouse — that  is, 
the  prefabricated  package — runs  from 
$1,300  to  $10,000.  But  Lord  &  Burn- 
ham's  Curtain  says  the  final  cost  of 
the  company's  greenhouses  usually  is 
about  triple  that.  So  the  whole  project 
could  cost  anywhere  from  $4,000  to 
nearly  $30,000,  including  installation 
and  accessories. 

Where  does  all  that  additional  cash 
go?  For  one  thing,  a  glass  greenhouse 
usually  requires  a  foundation,  so  that 
the  glass  won't  crack.  A  plumbing  and 
heating  system  must  also  be  installed. 
(Even  if  your  greenhouse  is  located 
right  off  the  living  room,  chances  are 


it  won't  be  warm  enough 
for  your  plants  on  cold 
evenings.  Curtain  esti- 
mates it  will  cost  $30  to 
$50  a  month  to  heat  the 
typical  attached  green- 
house, and  more  to  heat 
a  freestanding  one.) 

Add  to  that  the  cost  of 
plants,  pots,  soil  and 
planting  benches  (which 
for  our  typical  10-by-12 
structure  would  prob- 
ably run  about  $1,000  for 
starters).  Fancy  accesso- 
ries, such  as  automatic 
watering  systems,  ther- 
mostats, backup  heating 
systems  and  automatic 
bug  killing  systems,  fur- 
ther boost  the  tab. 

Once  you  have  set  up 
a  greenhouse  it  makes 
sense,  say  experts,  to 
specialize.  Don't  try  to  grow  both  cac- 
tus, which  needs  dry  and  hot  condi- 
tions, and  African  violets,  which  need 
a  cool  and  moist  environment,  says 
Jamie  Gibbs.  "It's  impossible  to  main- 
tain both  in  the  proper  manner." 


Cvmhiclium  orchid 


What  are  some  of  the 
popular  specialties?  For 
pure  spectacle  nothing 
beats  orchids,  the  pea- 
cocks of  the  plant  world. 
Provident  National's 
Boylan  cultivates  or- 
chids. So  does  Duncan 
Sterling  Jr.,  vice  chair- 
man of  Sterling,  Grace  & 
Co.,  a  small  New  York 
brokerage  firm.  He  has 
been  an  orchid  grower 
for  over  30  years.  Ster- 
ling has  four  freestand- 
ing greenhouses,  which 
cover  about  2,000  square 
feet  and  contain  some 
4,000  plants. 

In  three  of  the  four, 
Sterling  maintains  wide- 
ly different  climates. 
One  is  a  hothouse  where 
temperatures  don't  fall 
below  68  degrees.  Another  has  a  tem- 
perate-zone climate,  with  tempera- 
tures down  to  about  60  on  a  winter 
night.  A  third  is  a  cold  house,  where 
the  thermometer  can  drop  to  45.  In 
each,  Sterling  grows  orchids  he  has 


Dick  Boylan,  rice  chairman  of  Provident  National  Bank,  and  wife  Hildegarde 
No  phones  in  the  greenhouse. 
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"Lean-to"  greenhouse  on  home  of  David  Lilly,  U.  of  Minnesota  vice  president 
Doubles  as  sitting  room  and  solarium. 


collected  from  his  travels  to  South 
and  Central  America,  as  well  as  or- 
chids native  to  Asia  and  Africa. 

There's  an  old  saying  in  the  botani- 
cal world  that  if  you  grow  orchids  you 
will  live  longer  because  they  are  end- 
lessly complex  and  absorbing.  Ster- 
ling, who  is  77,  is  still  learning  about 
them.  "I've  had  one  orchid  from  Aus- 
tralia for  about  25  years  and  I've  never 
gotten  it  to  bloom,"  he  says.  "Not  yet, 
anyway.  Someday  I'm  going  to  figure 
out  what  it  needs." 


Is  it  deductible? 


There  are  some  alluring  po- 
tential tax  benefits  in 
home  greenhouses — but  with 
a  big  caveat. 

The  IRS  allows  you  to  de- 
duct 40%  of  the  cost  of  a  pas- 
sive solar  collection  system, 
up  to  $  10,000,  from  your  feder- 
al income  taxes.  Arguably, 
that's  what  an  attached  lean- 
to  greenhouse  is,  especially  if 
you  have  fans  to  distribute  its 
heat  through  the  home. 

Several  states  provide  simi- 
lar tax  benefits.  In  New  York 
State,  for  instance,  taxpayers 
are  allowed  to  take  a  com- 
bined state  and  federal  tax 
credit  of  up  to  55%  of  the  cost 
of  a  passive  solar  system,  so 
long  as  the  state  portion  does 
not  exceed  $2,750.  In  Califor- 
nia you  can  take  as  much  as 
50%  of  most  of  the  structural 
costs,  up  to  $3,000.  And  some 
municipalities  provide  proper- 
ty-tax relief. 

But  if  you  take  the  deduc- 
tion you  may  have  to  prove  it. 
If  a  greenhouse  is  used  princi- 
pally for  something  other  than 
heating  or  cooling,  it  loses  its 
tax-exempt  status,  says  IRS 
spokesman  Ernie  Acosta.  The 
IRS'  publication  903,  "Energy 
Credits  for  Individuals."  out- 
lines the  requirements  for  tak- 
ing a  deduction  on  your  federal 
return.  Check  with  your  ac- 
countant, lawyer  or  your  state 
and  local  tax  authorities  for 
details  in  your  area. — J.B. 


There  are  over  3,500  accredited  schools  in 
the  U.S.  But  only  about  300  of  them  are 
fighting  off  applicants. 


Which  U? 


It  happens  in  every  family  with 
kids  approaching  college  age:  Your 
son  or  daughter  comes  home 
bursting  with  a  desire  to  pursue  a 
course  of  study  you  didn't  even  know 
existed  (say,  cafeteria  management), 
and  wants  to  earn  that  degree  at  a 
school  you  never  heard  of  (for  exam- 
ple, Olivet  Nazarene  College). 
What  is  a  parent  to  do?  Choosing 


the  right  college  for  your  offspring — 
or,  more  appropriately,  influencing 
your  children's  decisions — is  almost 
as  difficult  as  paying  for  the  educa- 
tion. Yet  it  is  the  first,  and  perhaps 
most  important,  decision  to  be  made 
regarding  your  kids'  careers.  How  do 
you  tell  the  good  colleges  from  the 
summer  camps?  How  do  you  know  if 
the  school  your  offspring  most  wants 
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The  pleasure  is  back. 
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Personal 
Affairs 


to  attend  is  suitable  for  his  or  her 
course  of  study? 

High  school  guidance  counselors 
can  be  of  some  help  occasionally.  Ob- 
taining literature  from  the  schools, 
and  even  visiting,  will  provide  some 
clues.  But  if  you  really  want  to  find 
out  how  good  a  school  is,  go  to  a 
library  or  bookstore.  The 
amount  of  information  and 
the  number  of  books  avail- 
able on  how  to  select  a  col- 
lege (and  how  to  get  into  it, 
how  much  it  costs  and  how 
to  meet  those  costs)  is  stupe- 
fying. America,  it  seems,  is 
obsessed  with  educating  its 
young,  and  that  fact  has  not 
been  lost  on  the  publishing 
industry.  "For  better  or 
worse,  the  college  guides 
have  become  a  sort  of  cottage 
industry,"  notes  Robin 
Crawford,  director  of  college 
counseling  at  Phillips  An- 
dover  Academy. 

Peterson's  Guides,  for  ex- 
ample, leave  no  student's 
dilemma  unconsidered. 
Among  its  new  entries  this 
spring:  Tfje  Athlete's  Game  Plan 
for  College  and  Career  ($8.95), 
with  a  foreword  by  New  Jer- 
sey Senator  (and  ex-New 
York  Knicks  star)  Bill  Brad- 
ley; and  Engineering/ High- 
Tech  Student's  Handbook.  Also 
new  this  year  are  an  updated 
edition  of  Competitive  Colleges 
($7.95),  which  focuses  on  the 
300  schools  with  the  most 
competitive  admissions  policies  in 
the  country,  and  National  College  Da- 
tabank ($11.95),  which  lists  every- 
thing from  the  schools  offering  pro- 
grams for  dyslexic  students  to  those 
that  guarantee  freshman  housing. 

Peterson's  annual  Four  Year  Colleges 
1984  ($11.95)  covers  1,900  accredited 
institutions  and  includes  information 
on  costs,  curricula  and  even  toll-free 
numbers  you  can  dial  for  specifics. 

(For  a  complete  list  of  the  books 
available  from  Peterson's,  write  to  Pe- 
terson's Guides,  Department  4101, 
P.O.  Box  2123,  Princeton,  N.J.  08540. 
All  its  books  are  available  by  mail 
order.) 

Other  noteworthy  guides: 

Barron 's  Profiles  ofAmera  an  Colleges 


($1 1.95).  Capsule  descriptions  of  hun- 
dreds of  schools,  in  detail.  (Most  par- 
ents might  not  be  thrilled  that  84%  of 
applicants  are  accepted  at  Olivet 
Nazarene,  a  church-affiliated  school 
in  Kankakee,  111.,  but  they  might  be 
delighted  to  discover  that  the  school 
bans  drinking  and  smoking.) 

A  Comparative  Guide  to  American 
Colleges,  by  James  Cass  and  Max 
Birnbaum  ($12.95).  A  bit  misleading. 
Its  descriptions  of  schools  are  concise 
and  fact-filled,  but  there  are  few  real 
comparisons  made.  The  listings  of  to- 
tal degrees  conferred  in  the  last  aca- 
demic year,  broken  down  by  majors, 
offer  clues,  though,  to  how  others 


University  of  Michigan  at  Ann  Arbor 
Outranks  Yale  in  one  guide. 


evaluate  the  schools. 

Selective  Guide  to  Colleges,  by  Edward 
B.  Fiske,  is  short  on  details  but  long 
on  subjective  opinion  of  some  275 
colleges.  It  is  thus  a  good  complement 
to  the  other  data-packed  guides,  and 
its  judgments  are.  considered  fair.  "It's 
the  most  accurate  I've  seen,"  says 
Beverly  Lenny,  college  coordinator  at 
Hunter  College  High  School.  "It  gives 
the  students  the  flavor  of  the  universi- 
ty without  putting  them  to  sleep."  It 
is  also  refreshingly  written.  Sample: 
"Like  Kafka's  character  who  goes  to 
bed  as  man  and  wakes  up  trapped  in- 
side a  huge  insect's  body,  Georgia 
Tech's  students  aren't  getting  what 
they  bargained  for  .  .  .  the  education 
is  still  first  rate  .  .  .  it's  just  getting  a 


lot  harder  to  enjoy." 

The  Insider's  Guide  to  Colleges,  by  the 
staff  of  the  Yale  Daily  News  ($9.95),  is  a 
bit  snobbish,  overlooking  most  state 
and  non-Ivy  League  colleges,  but  it  is 
pithy,  nicely  written  and  does  not 
overstress  social  life,  as  one  might 
expect  of  a  student-edited  guide.  Ex- 
ample: "Competitive  tension  is  con- 
spicuous by  its  absence  at  Haverford, 
possibly  because  of  Haverford's  out- 
standing record  in  placing  its  gradu- 
ates in  professional  and  graduate 
schools." 

Probably  the  most  controversial 
college  guide  of  all  is  the  one  with  the 
least  descriptive  material — it  reduces 
every  major  school  in  Amer- 
ica to  a  few  digits.  The  Gour- 
man  Report:  A  Rating  of  Under- 
graduate Programs  ($14.95) 
pulls  no  punches.  Over  1,000 
schools  are  rated  on  a  scale  of 
2.01  to  4.99,  according  to 
their  standing  in  four  areas: 
faculty,  curriculum,  library 
holdings  and  quality  of  ad- 
ministration. Ratings  are 
usually  made  simply  by 
counting  noses.  The  number 
of  professors  is  important; 
their  reputations  are  not. 

Using  this  yardstick  on  ev- 
ery school,  Gourman  comes 
up  with  refreshingly  hard 
numbers  that  are  useful  as 
openers  in  evaluating 
schools.  (Gourman  also  rates 
the  best  programs  in  various 
fields,  e.g.,  Northwestern  for 
speech,  Harvard  for  music, 
University  of  California  at 
Berkeley  for  comparative  lit- 
erature, etc.). 

Jack  Gourman,  who  is 
himself  a  professor  of  politi- 
cal science  at  California 
State  University  at  North- 
ridge,  does  not  grade  on  the 
curve.  "Fifteen  states,"  he 
writes,  "do  not  have  a  single  school  in 
or  above  the  'good'  range:  Alabama, 
Alaska,  Arkansas,  Delaware,  Hawaii, 
Idaho,  Kentucky,  Mississippi,  Mon- 
tana, New  Mexico,  North  Dakota, 
South  Carolina,  South  Dakota,  Ver- 
mont and  West  Virginia." 

His  top  15?  Princeton  gets  a  rating 
of  4.95  out  of  a  possible  4.99;  Harvard 
(4.94);  University  of  Michigan,  Ann 
Arbor  (4.93);  Yale  (4.92);  University  of 
California,  Berkeley  (4.90);  Cornell 
(4.88);  University  of  Chicago  (4.87); 
Cal  Tech  (4.84);  Northwestern  (4.82); 
Penn  (4.81);  Columbia  (4.80);  Univer- 
sity of  Minnesota,  Twin  Cities  (4.79); 
Brown  (4.78);  Duke  (4.77);  Dartmouth 
(4.76).— W.G.F. 
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Every  man  has  his  own  management  style. 
Take  Ted  Turner.  Bold,  distinctive,  hungry  for  challenges.  And  there's  a  Hathaway  shirt  to  match. 
Does  that  mean  there's  a  Hathaway  shirt  for  every  management  style? 

No,  only  successful  ones.  Management  Style.  J-J^jJ^^Wciy 


Faces 

Behind  the  Figures 


Edited  by  John  R.  Dorfman 

The  Delaware  raider 

When  Pierre  S.  du  Pont  IV  took  office 
as  governor  of  Delaware  in  1977,  the 
state  had  a  deficit  of  $19.2  million 
despite  the  highest  state  personal  in- 
come tax  rate  in  the  country.  When  he 
leaves  next  January — under  the  state 
constitution,  he  cannot  run  for  a  third 
term — he  will  turn  over  a  transformed 
Delaware.  Instead  of  a  deficit,  the 
state  now  has  a  $65  million  surplus. 
And  since  1977  the  bond  rating  agen- 
cies have  upgraded  its  debt  four  steps, 
from  BBB  to  AA. 

How  did  du  Pont  do  it?  First,  with 
the  help  of  a  cooperative  legislature, 
the  Republican  governor  cut  $30  mil- 
lion of  unnecessary  state  construction 
spending,  forced  a  halt  in  an  automat- 
ic raise  for  state  employees  and 
pushed  through  constitutional  limits 
on  spending  and  taxes. 

Now  the  legislature  can  appropriate 
no  more  than  98%  of  projected  rev- 
enues. The  remaining  2%  is  set  aside 
in  a  "rainy  day"  reserve.  Delaware 
still  has  the  second-highest  state  in- 
come taxes  in  the  country  (Minneso- 
ta's are  now  highest).  But  any  tax  in- 
creases or  new  tax  must  be  approved 
by  at  least  60%  of  the  legislators  in 
each  chamber. 

Perhaps  du  Pont's  most  audacious 
accomplishment,  though,  was  the  Fi- 
nancial Center  Development  Act  of 
1981.  Under  it,  out-of-state  banks  can 
open  offices  in  Delaware.  They  can- 
not serve  Delaware  customers,  but 
they  can  do  just  about  everything  else, 
such  as  charging  interest  for  their  out- 
of-state  loans  at  rates  over  their 
home-state  usury  ceilings. 

Du  Pont,  great-great-great-grandson 
of  the  founder  of  the  Du  Pont  Co., 
says  the  banking  act  alone  has  created 
2,000  jobs  in  Delaware.  Another  1,300 
jobs,  he  claims,  have  been  produced 
from  trimming  corporate  income 
taxes  and  gross  receipts  levies  on 
manufacturers.  Since  Delaware's  pop- 
ulation is  600,000,  that's  like  adding 
50,000  jobs  in  New  York  City. 

Of  course,  another  word  for  such 
incentives  to  industry  is  "raiding." 
Du  Pont  doesn't  use  that  word,  but  he 
speaks  admiringly  of  William  Jank- 
low,  governor  of  South  Dakota 
(Forbes,  Nov.  21,  1983).  "Janklow  just 


Delaware  Governor  Pierre  du  Pont 

Maybe  they  should  call  it  du  Pontomics. 


went  across  the  Minnesota  border  and 
set  up  an  economic  development  of- 
fice in  Minneapolis,"  says  du  Pont 
with  glee.  "And  he  even  described  the 
experience  as  traveling  to  a  Third 
World  country." 

What  happens,  though,  as  each 
state  tries  to  attract  business  at  the 
expense  of  its  neighbor?  Are  there  no 
limits  to  this  game?  Says  du  Pont: 
"We  are  not  raiders,  we  are  creating 
jobs." — Ben  Weberman 

After  the  roof  fell  in 

"A  sleepy  old-line  company  run  by  a 
couple  of  sleepy  old-line  Boston  fam- 
ilies." That's  how  one  Wall  Streeter 


described  Bird  Inc.  before  the  1982 
arrival  of  George  Haufler. 

Haufler,  brought  in  as  CEO  to  res- 
cue the  company  after  its  185  straight 
years  of  profitability  turned  into  a 
nightmare  (cumulative  losses:  more 
than  $50  million)  in  1980-82,  puts  it 
differently.  "Bird,"  he  says,  "was  suf- 
fering from  the  legacy  of  greatness. 
Those  who  have  enjoyed  competitive 
supremacy  in  yesterday's  art  often 
find  it  most  expensive  to  transform  to 
tomorrow's  technology." 

Bird,  headquartered  in  East  Wal- 
pole,  Mass.,  makes  roofing,  siding  and 
machines — some  $260  million  worth 
last  year.  Its  bread-and-butter  product 
is  shingles,  and  it  was  a  leader  in  the 


George  Haufler.  CEO  of  Bird  Inc. 

Enter  when  things  are  awful:  You  get  your  options  at  the  right  price. 
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old  technology  of  applying  asphalt  to 
an  organic  (paper-derived)  felt  base. 
Bird  was  the  nation's  most  integrated 
maker  of  organic  felt.  So,  naturally, 
relates  Haufler,  the  company  "clung 
to  organic." 

For  too  long.  By  the  time  it  began 
the  belated  transition  to  a  fiberglass 
base  for  its  shingles,  Bird  was  trying  to 
catch  up  to  its  competitors  while 
flying  into  the  wind  of  an  awful  hous- 
ing market  and  crippling  interest 
rates.  In  such  conditions,  it  could  no 
longer  pass  on  to  customers  the  rising 
cost  of  asphalt. 

Bird  called  on  Haufler,  who  had  en- 
gineered a  recovery  at  CertainTeed, 
one  of  its  major  competitors,  in  the 
mid-1970s,  after  a  disastrous  diversifi- 
cation into  real  estate.  Haufler  came 
in  swinging  his  ax,  chopping  some 
$30  million  from  operating  expenses. 
He  finished  the  process  of  pulling  Bird 
out  of  the  Midwest  and  closing  a  plant 
in  Perth  Amboy,  N.J.  to  concentrate 
on  the  Sunbelt. 

Now  the  payoff  is  about  at  hand. 
There  is  every  sign  that  Bird  will 
show  a  profit,  albeit  pennies  per  share, 
for  1983.  And  earnings  may  grow  to 
perhaps  $1  a  share  or  more  this  year, 
despite  continuing  price  pressure  as 
Owens-Corning,  Manville,  Georgia- 
Pacific,  Jim  Walter,  Bird  and  Certain- 
Teed  fight  for  market  share. 

One  good  thing  about  taking  over  a 
company  in  the  depths,  quips  Haufler, 
is  that  "you  get  your  options  at  the 
right  price  that  way."  He  has  certainly 
done  just  that  at  Bird.  If  the  stock, 
recently  around  $10,  should  get  back 
to  the  $30  level  of  a  few  years  ago, 
Haufler's  options  on  100,000  shares 
would  bring  him  a  profit  on  the  order 
of  $2.3  million.— J.R.D. 


Instant  grades 

It  was  brash,  to  say  the  least.  Last  fall 
National  Education  Corp.  put  it  about 
that  it  would  like  to  acquire  Bell  & 
Howell's  DeVry  Inc.,  its  archrival  in 
the  vocational  school  business.  After 
all,  NEC  may  have  the  largest,  number 
of  students  (close  to  35,000,  after  a 
decade  of  frenetic  growth),  but  DeVry 
is  bigger  in  vocational  school  rev- 
enues ($120  million  compared  with 
NEC's  $100  million). 

DeVry  and  B&H  said  no  deal,  but 
you  can't  blame  a  guy  for  trying — 
particularly  one  as  aggressive  as 
NEC's  H.  David  Bright,  49,  president 
since  1978  and  CEO  since  1980. 

Modesty  is  not  Bright's  long  suit. 
Right  now  he  is  predicting  revenue 
growth  of  10%  to  12%  compounded 
over  the  next  three  years  for  NEC  and 
20%  to  30%  compounded  earnings 


growth.  Earnings  were  probably  above 
$9  million  last  year  and  have  been 
growing  about  30%  a  year.  These  pre- 
dictions, Bright  hastens  to  say,  do  not 
include  the  effects  of  any  acquisitions 
NEC  might  make.  Despite  the  DeVry 
rebuff,  he's  not  giving  up.  He  wants 
schools  teaching  subjects  in  high  de- 
mand—aircraft maintenance,  for  ex- 
ample. No  truck  driving  or  cosme- 
tology. Geographically,  he  is  interest- 
ed only  in  a  major  market  with  a  solid 
pool  of  18-to-25-year-olds. 

More  than  half  of  NEC's  students 
take  one  of  three  courses:  electronics, 
allied  health  or  business.  Most  stu- 
dents are  in  a  one-  or  two-year  pro- 
gram leading  to  an  associate  degree. 
But  NEC  is  starting  to  edge  into  the 
four-year  programs  characteristic  of 
rival  DeVry.  (The  other  serious  com- 


petitor is  ITT,  which  also  emphasizes 
electronics.) 

NEC's  other  major  line,  correspon- 
dence courses  in  such  topics  as  com- 
puter programming  and  accounting,  is 
also  booming.  Winning  gimmick: 
Many  students  can  now  take  tests  by 
computer  linkup  (voice  phone  call  or 
modem)  with  a  center  in  Scranton,  Pa. 
and  get  instant  grades.  Correspon- 
dence courses  contribute  about  $35 
million  of  NEC's  $160  million  rev- 
enue. The  rest  comes  from  education- 
al publishing  and  home  health  care. 

The  next  profit  surge,  Bright  says, 
will  come  from  converting  schools 
with  limited  offerings  into  "super- 
schools"  by  tripling  courses  offered. 
Four  NEC  superschools  opened  last 
year,  and  another  three  or  four  will 
open  this  year. — J.R.D. 


Oil  is  not  forever 

"Oil  wells  have  a  distressing  habit  of 
running  dry,"  says  Gordon  Brunton, 
62,  president  of  Toronto-based  Inter- 
national Thomson  Organisation  Ltd. 
That's  why  Thomson  chooses  to  pour 
its  North  Sea  oil  profits  into  publish- 
ing, its  original  business,  instead  of 
oil,  the  business  that  made  it  rich. 

Thomson's  U.S.  holdings  already 
included  more  than  20  newsletters 
and  magazines,  three  book  publishers, 
three  information  services  and  a  trav- 
el business.  In  the  past  two  years  it 
added  American  Banker,  Journal  of 
Taxation  and  Computer  Electronics. 
U.S.  publications  now  generate  rev- 
enues of  $450  million  a  year. 

Thomson  moved  its  corporate 
headquarters  from  London  to  Toronto 


in  1978,  but  Brunton  still  spends  most 
of  his  time  in  London.  The  company 
started  out  in  the  newspaper  business 
in  the  late  1950s  and  still  is  one  of 
Great  Britain's  largest  newspaper  pub- 
lishers. It  got  into  the  North  Sea  oil 
business  in  the  early  Seventies  when 
it  joined  a  consortium  of  U.S.  oil  com- 
panies. By  1981,  the  year  it  sold  its 
best-known  British  holdings,  the 
Times  and  Sunday  Times,  to  Rupert 
Murdoch,  Thomson  Ltd.  was  getting 
81%  of  its  profits  from  oil. 

Now  Brunton  is  putting  that  money 
back  into  publishing — in  the  U.S.,  as 
well  as  in  Britain.  He  likes  specialty 
publications  that  provide  information 
that  specialists  need,  rather  than  gen- 
eral newspapers  like  those  favored  by 
Thomson's  U.S.  sister,  Thomson 
Newspapers,  which  owns  85  small 
dailies  in  this  country. 


National  Education  Corp.  CEO  H.  David  Bright 
You  can't  blame  a  guy  for  trying. 
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Gordon  Brunton,  president  of  Interiuitional  Thomson  Organisation  Ltd 
Oil  was  nice,  but  give  him  the  Journal  of  Taxation. 
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He  is  willing  to  pay  a  big  premium 
when  he  finds  what  he  wants.  For 
example,  Thomson  is  offering  $65  a 
share  for  control  of  the  employee- 
owned  Bureau  of  National  Affairs,  a 
Washington,  D.C. -based  publisher, 
even  though  the  shares  were  recently 
changing  hands  at  a  buy-back  price  of 
$25.  Is  it  worth  it?  Brunton  cites  the 
success  of  such  previous  costly  acqui- 
sitions as  Wadsworth  (an  educational 
publisher)  and  Callaghan  &  Co.  (a  le- 
gal publisher).  "We  decided  to  take 
the  cash  flow  from  a  finite  resource," 
he  says,  "and  put  it  into  one  we  regard 
as  infinite." — Ruth  Simon 

Turn 

Last  month  a  Chicago  jury  awarded 
Tom  Cummings'  company  $52  mil- 
lion in  damages  from  McDonald's 
Corp.  The  verdict  came  in  time  to 
keep  Cummings  and  his  wife  from 
being  evicted  from  their  condomin- 
ium. Not  that  Cummings  will  see  any 
of  that  money  for  years,  if  ever,  since 
McDonald's  plans  to  appeal  the  deci- 
sion. "But  at  least  now  the  condo  as- 
sociation thinks  I'm  good  for  the 
monthly  assessment,"  he  says. 

As  recently  as  14  years  ago  Cum- 
mings, now  58,  was  president  of  a 
prosperous  Chicago  ice  cream  com-, 
pany,  in  his  family  since  1891.  Cen- 
tral Ice  Cream  Co.  had  annual  sales  of 
over  $3  million  to  local  schools,  hos- 
pitals and  restaurants.  "We  were  com- 
fortable. I  was  a  millionaire,"  says 
Cummings. 

In  1971,  he  says,  he  made  a  hand- 
shake deal  with  Ray  Kroc,  the  late 
founder  of  McDonald's  and  a  family 
friend,  for  Central  to  make  a  pre- 
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wrapped  chocolate,  vanilla  and  straw- 
berry ice  cream  cone.  Cummings  says 
Kroc  told  him  he  expected  McDon- 
ald's would  sell  about  100  million 
cones  a  year,  under  the  name  Tripple 
Ripple.  An  order  of  that  size  would 
have  more  than  quadrupled  Central 
Ice  Cream's  sales. 

Cummings  borrowed  $1.5  million 
to  double  his  plant's  capacity,  but  he 
says  McDonald's  never  ordered  more 
than  25  million  cones  a  year.  In  1974 
the  burger  chain  dropped  Tripple  Rip- 
ple from  its  menu  altogether.  Central 
was  left  knee-deep  in  debt  on  equip- 
ment it  never  needed,  says  Cum- 
mings. In  1977  he  sued  McDonald's 
for  breach  of  contract.  His  lawyers 
later  added  fraud  to  that  charge. 


During  the  seven  years  the  case 
took  to  come  to  trial,  Central  declared 
bankruptcy  and  Cummings  became  a 
production  consultant  for  a  dairy 
products  firm.  When  the  trial  finally 
began  it  dragged  out  for  three  months 
and  Cummings  had  to  quit  his  job. 
His  wife  now  works  as  a  department 
store  clerk. 

The  case  was  argued  by  Gerry 
Spence,  the  flamboyant  Wyoming 
trial  attorney,  who  sought  $180  mil- 
lion in  damages.  The  jury  decided  on 
$52  million,  a  nice  piece  of  change  for 
violation  of  a  handshake  agreement. 

While  he  waits  for  the  appeal,  Cum- 
mings is  looking  for  a  job.  Among 
other  parties  interested  in  the  out- 
come are  Central's  300  or  so  creditors 
and  the  three  attorneys  who  worked 
on  his  case. — Christine  Donahue 


Good  business 

Bobby  Brown,  chairman  and  CEO  of 
Consolidation  Coal  Co.,  is  modest 
about  Consol's  recent  multimillion- 
dollar  gift  of  6,621  Illinois  acres  to  the 
Nature  Conservancy,  a  nonprofit 
group  that  safeguards  endangered  eco- 
systems and  species.  "We  didn't  do- 
nate it  because  we're  all  heart,"  says 
Brown.  "It  fit.  It  was  good  for  us,  for 
the  stockholders  and  for  the  Nature 
Conservancy." 


Tom  Cummings,  fonner  president  of  Central  Ice  Cream  Co. 
$52  million  in  the  bush,  nothing  in  hand. 


FORBES,  FEBRUARY  27,  1984 


GREAT  (©NIAN 
RESCUE  DISASTER: 
EYEWITNESS  REPORT 

NATIONAL 
ORGANIZATION 
FOR  MEN: 
CHAIRMAN 
SIDNEY  SILLER 
ON  MEN'S  RIG 


<3k  . 


Bobby  Brown,  chairman  of  Consolidation  Coal  Co. 
"We  didn't  donate  it  because  we're  all  heart.' 


It  was  good  for  Consol  (a  subsidiary 
of  Conoco  and,  hence,  since  1981,  part 
of  Du  Pont)  because  the  land — for- 
merly part  of  Consol's  Norris  surface 
mine,  which  has  been  closed  since 
1980 — is  a  tax-deductible  gift.  Good 
for  the  Nature  Conservancy  because 
it's  the  largest  gift  ever  received  by  its 
Trade  Land  program.  This  program 
accepts  land  that  doesn't  shelter  en- 
dangered species  or  especially  need 
preservation,  and  sells  it  to  buy  land 
that  does. 

Brown,  51,  who  went  to  work  for 
Conoco  in  1958  as  a  roustabout  in 
Louisiana,  has  been  with  Consol 
since  1977  and  sees  himself  as  "just 
one  of  the  coal  miners."  The  coal 
miners  might  not  agree.  The  United 
Mine  Workers  contract  comes  up  for 
renewal  in  September,  and  negotia- 
tions are  set  to  begin  in  the  spring, 
with  Brown  as  the  chief  negotiator  for 
the  operators. — Francesca  Lunzer 

The  collector 

J.  Roderick  (Rod)  MacArthur  is  best 
known  for  his  arguments  with  the 
MacArthur  Foundation,  charging  it 
with  mismanaging  assets  from  the  $1 


billion  estate  of  his  father,  insurance 
and  real  estate  tycoon  John  Mac- 
Arthur.  Not  as  well  known  is  Rod 
MacArthur's  own  business  savvy. 
When  not  in  court  battling  the  man- 
agement of  the  foundation  (of  which 
he  is  a  director),  MacArthur,  63,  runs 


Faces 

Behind  the  Figures 


Rod  MacArthur  of  The  Bradford  Exchange 
Dad  settled  for  an  80%  return. 


an  eclectic  collection  of  businesses. 

After  a  stint  in  Paris  as  a  UPI  report- 
er (his  uncle  was  playwright  Charles 
MacArthur,  coauthor  of  The  Front 
Page),  he  went  to  work  for  his  father's 
bank  in  1959.  MacArthur  says  he  de- 
vised a  savings  account  that  doubled 
as  an  interest-paying  checking  ac- 
count, a  forerunner  of  NOW  ac- 
counts, and  brought  in  $100  million 
in  deposits.  His  father  was  unim- 
pressed and  kept  the  younger  MacAr- 
thur on  a  modest  salary. 

Rod's  break  came  in  1972,  when  his 
father's  mail-order  business  was 
$500,000  in  the  red.  Rod  saw  the  po- 
tential in  collector's  plates — low-cost 
art  at  $20  to  $150  each,  new.  "People 
were  buying  and  selling  plates,  but 
there  was  no  centralized  market  with 
daily  quotations,"  he  says. 

His  father  put  up  $80,000  to  start 
The  Bradford  Exchange  and,  says  Rod, 
agreed  Rod  could  have  the  business  if 
it  erased  the  $500,000  debt.  But  when 
that  was  about  to  happen,  Rod  says, 
"He  misremembered  our  deal."  The 
younger  MacArthur  emerged  victori- 
ous from  the  ensuing  father-son  tus- 
sle, partly  by  hijacking  250,000  col- 
lector's plates  from  his  father's  ware- 
house. Finally,  the  old  man  settled  for 
an  80%  return  on  his  investment. 

As  sole  owner  of  The  Bradford  Ex- 
change, Rod  has  a  monopoly  that  con- 
ducts 11,000  transactions  per  day  in 
seven  countries  involving  collector's 
plates  made  by  firms  like  Royal  Doul- 
ton  and  Wedgwood.  Bradford  makes 
up  the  cornerstone  of  his  $  1 25  million 
(sales)  collection  of  businesses.  That 
includes  Hammacher  Schlemmer,  the 
fabled  New  York  store  and  catalog 
company  that  markets  gadgets  from 
Hovercraft  lawn  mowers  ($239  each) 
to  Talking  Scales  ($149.50).  The  store 
was  on  a  long  slide  when  MacArthur 
bought  it  in  1980  for  $4.7  million,  but 
with  his  mail-order  expertise,  catalog 
sales  are  up  and  the  store  is  turning  an 
operating  profit  again. 

Unlike  his  father,  who  detested  lux- 
ury, son  Rod  owns  three  Ferraris,  a 
Rolls-Royce  and  a  1937  Cord.  But  his 
father's  tightfisted  philosophy,  and 
the  battles  Rod  had  with  him,  weren't 
all  bad.  "He  felt  I  had  to  fight  for 
everything  I  got,"  Rod  says.  "It  didn't 
hurt." — Barry  Stavro 
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HERE  TIME  STANDS  STILL  AND  THE  MIND  TRAVELS 


'After  I  wind  up  business 
in  Silicon  Valley  we  can 
wind  down  in  Napa  Valley." 


"If  the  promotion  comes 
through  I'm  going  to  need 
an  investment  counselor." 


'Now  that  we've  bought 

the  Oriental  we  should  have 

everything  reappraised." 


Thoughtwaves  in  flight.  More  decisions  are  reached  sky  high  than 
around  a  conference  table.  And  they're  not  all  about  business.  Where  to 
go  to  add  the  dimension  of  pleasure  to  a  business  trip. The  way  to  build  a 

tax  shelter  for  increased  earnings.  Why  to  buy  additional  insurance. 
The  distant  view  brings  everything  into  perspective,  because  flytime  is 
freetime.  The  one  time  today's  time-pressed  business  men  and  women 

can  get  away  from  it  all  to  think  about  it  all.  Reach  them  inflight. 
In  that  special  place  above  the  clouds  where  they're  open  to  suggestion 
and  concentrated  on  the  message  you  have  to  share  with  them. 

East/West  Network  connects  with  today's  high  powered  business 

travelers  when  they  have  a  lot  more  than  business  on  their  minds. 


EAST^ WEST  NETWORK 


Publisher  of  the  magazines  chat  dominate  the  sky. 
Aboard  Eastern,  United,  Continental,  Republic,  PSA,  Ozark,  USAir,  Pan  Am,  Western  and  Amtrak. 


Nita  Franks  had  no 
insurance,  no  saving 
and  a  very  sick  child 


On  May  31, 1983,  Nita  Franks,  a 
part-time  pecan  sorter  in  Corsi- 
cana,  Texas,  carried  her  extremel 
weak  son  into  the  emergency 
room  of  Navarro  Regional  Hosp 
tal,  one  of  over  380  hospitals 
owned  or  managed  by  Hospital 
Corporation  of  America  and  its 
affiliates. 

"I  didn't  know  what  was  wrong,  ] 
just  knew  it  was  bad.  I  told  them  I 
wasn't  eligible  for  my  company 
health  insurance  yet  and  didn't  hav 
any  money,  but  they  took  Courtne 
anyway.  It  turned  out  he  had  ty- 
phoid fever,  and  his  bills  were  more 
than  I  could  afford." 
Like  many  rural  hospitals,  a  largt 
part  of  Navarro  Regional's  patier 
load  is  indigent  care.  The  resultir 
financial  burden  had  kept  the  ol< 
county  hospital  in  the  red  for  yea 
— to  the  point  of  almost  losing  ac 
creditation.  But  with  financial 
support  from  the  sale  of  the  hosp 
tal  to  HCA,  an  innovative  solutic 
was  found:  The  Navarro  Counts 
Health  Services  Foundation. 

"The  hospital  people  told  me 
about  the  Navarro  County  Health 
Services  Foundation,  a  private  fund 
that  helps  county  residents  pay  thei 
hospital  bills.  They  asked  me  to  pay 
what  I  could.  The  Foundation  took 
care  of  the  rest." 

Thanks  to  compassionate,  fore- 
sighted  leadership  and  capital 
availability  from  the  sale  of  the  ol 
hospital,  Navarro  County  and 
HCA  have  successfully  addressee 
a  very  difficult  problem. 

"It's  hard  knowing  your  child  nee 
help  and  you  can't  afford  it.  Ill  be 
eligible  for  insurance  soon,  so  I  don' 
expect  to  always  need  help  like  this, 
but  it  was  sure  nice  to  know  it  was 
there  when  my  little  boy  needed  it. 

m^>/^  Hospital  CorporatKX 
■  W%jreHk  of  America 


One  Park  Plaza,  Nashville,  77V  37203-0550 


The  Forbes/Wilshire  5000  Review 


Wintertime  blues.  Wall  Street  started  the  new  year  on  an 
emotional  high,  but  in  only  a  few  weeks  investors  went 
from  euphoria  to  deep  depression.  Much  of  this  anxiety 
stems  from  the  Administration's  latest  budget  proposal 
and  its  forecast  for  gigantic  deficits.  The  Dow  industrials, 
driven  down  by  sharp  declines  in  bellwether  blue  chips 
such  as  IBM  and  General  Motors,  are  off  4.9%  for  the 
latest  two  weeks  and  7%  for  the  month.  Amex  issues 
suffered  5.9%  and  6.3%  falls,  respectively,  for  the  most 
recent  two-  and  four-week  periods.  Shares  trading  over- 
the-counter  were  hit  with  the  hardest  losses,  7.2%  for  two 
weeks  and  8.3%  for  four  weeks. 


After  the  recent  market  decline,  many  leading  indica- 
tors show  discouraging  52-week  performance,  despite  an 
economic  turnaround  and  sharp  increases  in  corporate 
profitability.  The  NASDAQ  index  is  only  4.9%  higher 
than  it  was  12  months  ago,  while  the  NYSE  is  up  10.3%. 
The  Amex  shows  the  best  performance,,  with  a  16.6% 
gain.  Meanwhile,  the  Wilshire  is  9.5%  higher  than  it  was 
last  year.  But,  with  a  5.8%  drop  in  the  most  recent  month, 
the  price/earnings  multiple  on  the  Wilshire  is  down  from 
14  at  the  start  of  the  year  to  12.8  at  present.  If  stock  prices 
continue  to  fall  it  won't  be  long  before  many  issues,  once 
again,  are  back  on  the  bargain  table. 


Close-up  On  The  Equity  Markets 


Performance  of  six  leading  indexes 

Percent  change 

Wilshire 
5000 

Forbes 
500 1 

Dow  Jones 
industrials 

NYSE 
Composite 

Amex  Market 
Value  Index 

NASDAQ 
Composite 

-5.8 

-3.2 

-7.0 

-4.8 

-6.3 

-8.3 

in  last  52  weeks 

9.5 

12.2 

11.1 

10.3 

16.6 

4.9 

Stock  performance  based  on  five  key  investor  yardsticks 

Percent  change 

Company  size 

Volatility2 

P/E  multiple 

Dividend  yield 

Growth  profile3 

Share  price 

large 

small 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

in  last  4  weeks 

-6.2 

-0.1 

-4.4 

-0.4 

-8.0 

-1.2 

-0.3 

-3.6 

-1.7 

-0.6 

-5.2 

-1.1 

in  last  52  weeks 

11.6 

42.5 

28.6 

22.1 

12.3 

40.5 

23.5 

34.9 

29.0 

24.3 

21.6 

32.5 

'Based  on  sales. 

2A  stock's  sensitivity  to  overall  market  movement.  High-volatility  issues  have  wide  price  fluctuations,  low-volatility  issues  are  more  stable. 
3A  quantitative  evaluation  of  a  stock's  growth  image,  determined  by  Wilshire  Associates. 


Note:  All  data  for  periods  ending  2/3/84.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif 
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Where  The  Action  Is 


Love  in  vain?  A  few  weeks  ago  many  experts  were  talking 
about  an  everlasting  romance  on  Wall  Street.  So  the  sharp 
declines  in  the  last  several  sessions  came  like  a  slap  in  the 
face.  With  IBM  showing  a  one-month  drop  of  almost  13 
points,  the  technology  group  was  hit  hard,  with  losses  of 
9.2%  and  12.5%  fortwoweeks  and  fourweeks,  respectively. 
Transportation  shares  show  the  second-worst  four-week 
performance  and  the  worst  two- week  decline.  A  number  of 


major  airline  and  trucking  stocks  suffered  multiple-point 
losses.  Consumer  durables,  with  a  9.2%  drop  for  the  month, 
was  the  third-poorest  performing  sector. 

During  the  last  two  weeks  only  two  groups — energy  and 
utilities — gained  ground.  Further  merger  speculation 
pushed  up  the  large  oils,  while  investors  shopping  for 
power  companies  with  little  or  no  nuclear  exposure 
helped  the  utilities  to  rise. 


Percent  change  in  last  52  weeks  "OO  Percent  change  in  last  two  weeks 


Capital  goods 
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Finance 


+  100 


+  50 


I  I  I  I  II  I  I  I  I  I  I  I  I  I 


'83 


'84 


Transportation 


+  100 


<5> 


+  50 


I  I  I  I  I  H  I  I  I  I  I  I  I  I  I  I  I  I 

'83 


84 


Consumer  nondurables  and  services 
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Raw  materials 
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Utilities 
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What  The  Analysts  Think 


Signs  of  decay.  Over  the  last  two  weeks  analysts  have 
scaled  back  their  earnings  estimates  on  seven  of  the  nine 
Wilshire  sectors.  While  transportation  and  consumer  dur- 


ables now  show  larger  estimates,  both  sectors  registered 
large  two-week  losses.  Meanwhile,  The  Forbes  500s  is 
now  selling  at  less  than  7  times  estimated  1985  earnings. 


Forecasting  the  Forbes  500 

Rank  based  on 
change  in  estimate 

Sector 

Estimated  1984 
EPS 

%  change  in  1984  estimate 
in  2  weeks      in  4  weeks 

Average 
earnings  per 
share  P/E 

1 

Transportation 

$3.16 

1.22% 

-1.85% 

Performance 

2 

Consumer  durables 

3.81 

0.33 

0.35 

period 

3 

Utilities 

3.70 

-0.70 

-0.70 

4 

Technology 

2.17 

-0.84 

-1.40 

latest  12  months 

$2.52  13.4 

5 

Finance 

4.68 

-0.90 

-1.36 

1984  estimates 

4.33  8.6 

6 

Consumer  nondurables 

2.97 

-1.05 

-1.69 

1985  estimates 

5.41  6.9 

7 

Raw  materials 

3.67 

-1.40 

-2.25 

8 

Energy 

2.78 

-1.69 

-3.26 

9 

Capital  goods 

2.48 

-3.89 

-148 

Earnings  projections  are  equal-weighted  consensus  estimates  from  over  1,800  security  analysts.  Forecasts  for  the  9  Wilshire  sectors  are  limited  to  firms  with  3  or  more  estimates, 
with  a  mean  estimate  greater  than  $0.50.  Data  are  compiled  and  updated  weekly  by  Zacks  Investment  Research,  a  Chicago-based  quantitative  consulting  firm. 


Note:  All  data  for  periods  ending  2/3/84.  Prepared  by  Wilshire  Associates,  Santa  Moni'-a,  Calif.;  Zacks  investment  Research,  Inc.,  Chicago,  111. 
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I  1983  NEW  YORK  STOCK  EXCHANGE 


THAT  WU  MAKE 


STOCK  OPTIONS. 


Many  equities  investors  are  familiar  with  listed  stock  options. 

Stock  options  can  be  used  to  add  to  or  hedge  a  market 
position  in  response  to  anticipated  trends. 

Yet  stock  options  do  not  reflect  movement  in  the  market  as  a 
whole.  So  using  options  to  add  to  or  hedge  a  broad  stock 
portfolio  can  be  as  complex  as  assembling  the  portfolio  itself. 

Today,  the  New  York  Stock  Exchange  is  trading  a  different 
kind  of  option:  the  NYSE  Index  Option. 

This  option  is  based,  not  on  the  common  stock  of  an 
individual  company,  but  on  the  common  stock  of  all  of  the 
more  than  fifteen  hundred  companies  listed  on  the  Big  Board. 

Now,  investors  can  turn  an  opinion  about  the  direction  of 
this  market  into  a  single  buy-or-sell  decision. 

The  risks  associated  with  NYSE  Index  Options  differ  for 
buyers  and  sellers. 

To  buyers,  the  risk  \sknown  and  limited.  Although  the  full 
amount  of  the  option  premium  plus  transaction  costs  can  be 
lost  quickly  if  the  buyer  is  wrong,  no  more  than  that  can  ever 
be  lost.  To  sellers,  the  risk  is  much  greater,  because  it  is 
difficult  to  achieve  a  perfect  hedge. 

To  decide  if  the  uses  and  risks  of  NYSE  Index  Options  make 
them  appropriate  for  you,  askyour  broker  for  disclosure 
documents  on  both  options  and  index  options.  Or  contact  the 
New  York  Stock  Exchange,  1 1  Wall  Street,  New  York,  NY.  10005. 
1-800-692-6973.  In  New  York  212-623-8533. 


r.  STOCK 
EXCHANGE 


VAN  V  HEMPHILL,  OPTIONS  BROKER  NEW  YORK  STOCK  EXCHANGE 


Statistical  Spotlight 


Drug  stocks  were  sickly 
healthy  earnings  this  year  give 
shot  in  the  arm  they  need? 


1983.  Will 
them  the 


The  road  to 
recovery 


By  Leslie  Pittel 


Drug  stocks  need  a  booster 
shot.  Even  though  their  18.5% 
average  return  on  equity  is  sky- 
high,  these  companies  were  market 
laggards  in  1983.  "The  industry  is  at 
the  lowest  P/E  relative  to  the  overall 
market  that  I've  seen  in  ten  years," 
says  Frederic  Greenberg,  a  vice  presi- 


dent at  Goldman,  Sachs  &  Co. 

Heavy  foreign  exposure  and  new 
federal  health  care  policies  put  drug 
companies  in  Wall  Street's  sickbed. 
But  not  everyone  sees  symptoms  the 
same  way.  Traditionally,  a  strong  dol- 
lar hurts  the  industry,  which  has  big 
overseas  sales.  But  Steven  Leuthold  of 
The  Leuthold  Group  in  Minneapolis 
argues  that  a  cure  is  on  the  way. 


"There  is  more  currency  hedging  to- 
day and  less  vulnerability,"  he  says. 

Then  there  are  the  recent  Medicare/ 
Medicaid  amendments,  which  set 
prospective  reimbursement  schedules 
for  hospitals.  In  order  to  stay  within 
their  budgets,  institutions  will  have 
to  cut  costs,  and  pessimists  think 
they  might  do  this  by  using  less  ex- 
pensive drugs.  But  there's  a  counterar- 
gument here,  too:  "Since  labor  makes 
up  70%  of  their  costs,  hospitals  will 
try  to  get  patients  out  as  soon  as  they 
can,"  says  Dorothy  Eckardt  at  Butch- 
er &  Singer.  To  prevent  potential  mal- 
practice suits,  doctors  might  prescribe 
additional  medication  to  treat  their 
outpatients. 

Over  the  long  term,  of  course, 
changing  demographics  give  the  drug 
industry  the  most  important  plus. 
"Remember,  older  people  are  bigger 
consumers  of  drugs,"  says  Leuthold. 

One  word  of  caution:  While  drug 
stocks  as  a  group  are  relatively  risk- 
free,  individual  stocks  can  rise  or  fall 
based  on  one  key  product.  Look  at  Eli 
Lilly.  Litigation  relating  to  Oraflex, 
its  antiarthritis  drug,  has  pushed 
share  prices  to  1972  levels  even 
though  earnings  have  more  than  tri- 
pled since  then.  Leuthold  likes  Lilly 
now,  but  he  also  recommends  holding 
several  drug  stocks  to  limit  the  one- 


Pill  Street  blues 


Most  of  these  ethical  drug  stocks  are  trailing  the  overall  market.  But  with  above-average 
returns  on  equity  and  robust  earnings  estimates  for  1984,  they  may  have  healthy  futures. 


-Price- 


200-day 


-Price/earnings- 


-EPS- 


Return 


Company 

recent 

52-week 
high-low 

performance 
vs  market 

latest 
12  months 

5 

high 

year 

low 

latest 
12  months 

1984 
est 

Dividend 

on 
equity 

Abbott  Laboratories 

43  7/R 

53%-36'/8 

94% 

15.3 

18.7 

9.9 

$2.86 

$3.34 

$1.00 

22.1% 

American  Home  Products 

SV/i 

54%-41% 

97 

12.9 

13.6 

7.5 

4.00 

4.49 

2.64 

30.4 

Bristol-Myers 

43% 

47%-3lVi6 

113 

15.1 

18.5 

8.7 

2.89 

3.45 

1.20 

20.3 

Carter-Wallace 

24  Vi 

29  -18 

90 

10.8 

14.2 

5.6 

2.26 

2.45 

0.48 

10.5 

Erbamont  NV 

IV/i 

25%-ll'/2 

NA 

13.2 

26.9 

12.2 

0.87 

1.18 

18.9 

Eli  Lilly 

62 

68%-56% 

97 

10.6 

17.2 

9.2 

5.87 

6.77 

2.90 

20.0 

Merck  &  Co 

90 

1045/8-81% 

104 

15.0 

18.6 

11.5 

6.02 

6.87 

3.00 

18.8 

Novo  Industries  AS 

55% 

73>/2-46% 

103 

18.8 

37.3 

15.9 

2.97 

3.80 

0.28 

21  3 

Pfizer 

35% 

44%-33% 

84 

13.1 

19.1 

8.9 

2.73 

3.19 

1.32 

16.9 

AH  Robins 

19 

29%-16'/i 

88 

8.0 

14.8 

3.9 

2.37 

2.75 

0.68 

15.2 

Rorer  Group 

29 

34%-227s 

105 

14.9 

18.8 

9.2 

1.94 

2.26 

1.08 

18.9 

Schering-Plough 

36% 

48V8-36 

82 

10.7 

14.2 

5.6 

3.45 

3.85 

1.68 

13.8 

GD  Searle 

45  Va 

55%-34% 

112 

19.0 

20.2 

7.6 

2.38 

3.40 

0.52 

21.1 

SmithKline  Beckman 

57  Vi 

76V4-5SW 

83 

9.8 

17.9 

9.4 

'5.85 

6.41 

2.80 

24.7 

Squibb 

47% 

55y*-38'/4 

86 

14.8 

60.8 

9.7 

3.20 

3.76 

1.44 

14.0 

Sterling  Drug 

26 

29%-22% 

99 

11.9 

14.5 

8.6 

2.18 

2.48 

1.12 

15.3 

Syntex 

48 

62Vi-47% 

79 

10.8 

17.9 

7.1 

4.44 

4.84 

1.40 

24.4 

Upjohn  Co 

56  Vi 

68%-49V4 

101 

11.3 

16.4 

6.3 

4.99 

5.89 

2.56 

12.9 

Warner-Lambert 

31% 

35  -26% 

86 

13.7 

17.1 

6.7 

2.28 

2.84 

1.48 

11.8 

NA:  not  available 


Sources  .Media  General  In'  Business  Information  Systems:  Institutional  Brokers  Estimate  System  (IBES),  a  service  of  lynch,  Jones  &  Ryan;  Forbes 
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I 


How  to  give  an  ounce  of  mail  a  ton  of 


The  distinctive  look  of  an 
E-COM®  letter  carries  a  lot  of 
weight  with  recipients.  The  bold,  blue 
stripe  conveys  a  sense  of  urgency.  So  the 
message  inside  is  conveyed  effectively. 
Consider  the  impact  E-COM  service  could  give  your 
sales  letters,  promotional  announcements  and  invoices.  Then 
consider  the  fact  that  with  E-COM  service,  the  post  office  computer 
does  all  the  work.  You  simply  have  your  messages  transmitted  to  us  as 
data— either  directly  by  telephone  or  by  an  E-COM  communications  carrier.  We 
print  your  letters,  inserting  any  personalized  text  you  may  specify.  We  fold  them.  Then  we 
mail  them— First-Class  Mail®— in  eye-stopping  envelopes  that  make  people  start  reading.  For  more 
information,  call  your  communications  carrier  or  your  local  Postmaster.  We'll  help  you  figure  out 
the  best  way  to  link  up  with  E-COM  service.  And  show  you  how  an  ounce  of  mail  can  carry  a  lot 
more  weight. 


ECOM 


©USPS  1983 


DELIVERS  IMPACT. 


bad-product  risk. 

The  tabic  on  page  186  lists  19  major 
ethical  drug  companies.  Some  are 
selling  below  the  overall  current  mar- 
ket P/E  of  12.8.  Most  should  show 


higher  1984  earnings.  In  addition,  for 
the  past  200  days  most  of  the  stocks 
have  underperformed  the  market,  as 
indicated  by  the  below- 100  values  in 
the  performance  index  column. 


"We  think  that  we've  seen  the  bot- 
tom of  these  stocks  and  that  their 
relative  performance  will  improve," 
says  Greenberg.  "Values  here  look 
really  good."  ■ 


The  Funds 


The  hot  stock  funds  have  cooled  while  the 
cool  stock  funds  are  getting  hot. 


Switch 
in  mood 


By  Barbara  Rudolph 

One  of  the  mutual  fund  industry's 
surprising  1983  successes  was  the  T. 
Rowe  Price  Growth  &  Income  Fund. 
Set  up  one  year  ago  to  invest  in  a  mix 
of  fixed-income  securities  and  large 
cap  and  high-yielding  stocks,  it  now 


has  $260  million  in  assets,  with  al- 
most no  quick  redemptions.  "I  don't 
know  that  we've  ever  introduced  a 
fund  with  a  first  year  that  good,"  says 
Price  spokesman  Steven  Norwitz. 

Good-bye  hot  stock  funds,  hello  in- 
come-and-capital  preservation.  In 
keeping  with  the  current  mood,  in- 


vestment managers  are  promoting 
some  recently  ignored  funds.  Aside 
from  high-risk  products,  like  small- 
company  growth  funds,  in  the  back  of 
the  shop  there  is  less  showy  merchan- 
dise. Growth  and  income  fund  man- 
agers seek  what  their  title  suggests — a 
combination  of  dividend  income  with 
a  modest  level  of  capital  appreciation. 

Look  at  Fidelity,  among  the  most 
savvy  of  marketers.  There  are  now 
fewer  ads  for  its  aggressive  Magellan 
Fund  and  more  for  the  straightlaced 
Equity-Income  Fund.  No  wonder: 
While  Magellan's  1983  sales  were 
about  3  times  those  of  Equity-In- 
come's, that  gap  was  closing  fast  in 
January.  Three  months  ago  Fidelity 
also  slyly  added  a  2%  sales  charge  to 
previously  no-load  Equity-Income. 

Why  the  switch  to  caution?  No  se- 
cret: The  more  conservative  funds 
were  up  slightly  during  the  tricky  last 
quarter  of  1983.  By  contrast,  the  more 
aggressive  capital  appreciation  and 
growth  funds  were  down  an  average  of 
3%  for  the  quarter.  ■ 


Going  for  income  and  growth 


These  40  growth  and  income  funds  have  at  least  $100  million 
in  assets.  Each  fund  is  rated  in  Forbes'  annual  fund  survey. 


Fund 

1-year 
return 

5-year 
return 

Forbes  rating 

UP  DOWN 

Affiliated 

25.8% 

152.8% 

C 

C 

American  Birthright  Trust 

207 

130.0 

c 

c 

American  Mutual 

24.4 

164.6 

D 

B 

Bullock 

15.9 

118.5 

C 

C 

Decatur  Income 

23.0 

154.7 

D 

B 

Delaware 

15.4 

185.7 

D 

C 

Dividend  Shares 

20.7 

109.0 

D 

D 

Dreyfus 

19.8 

136.4 

C 

C 

Fidelity 

22.5 

153.0 

C 

C 

Fidelity  Equity-Income 

29.2 

229  2 

C 

A 

Fidelity  Puritan 

25.8 

148.5 

D 

A 

Financial  Industrial 

14.5 

137.2 

C 

C 

Founders  Mutual 

25.1 

107.6 

D 

D 

Fund  of  America 

28.2 

251.7 

C 

D 

Fundamental  Investors 

26.3 

133.9 

D 

D 

Guardian  Mutual 

25.3 

176.0 

B 

C 

Hamilton 

9.9 

80.3 

C 

F 

ISI  Trust 

6.6 

67.8 

D 

A 

Income  Fund  of  America 

17.4 

11  1.5 

D 

A 

Investment  Co  of  America 

20.3 

134.6 

C 

C 

1-year 

5-year 

Forbes  rating 

Fund 

return 

return 

UP 

DOWN 

Investors  Stock 

15.9% 

110.7% 

D 

D 

Istel 

17.0 

103.0 

C 

D 

Mass  Financial  Devel 

22.4 

180.4 

B 

F 

Mass  Investors  Trust 

20.9 

117.8 

B 

F 

Merrill  Lynch  Capital 

23.1 

159.9 

D 

F 

Mutual  Shares 

37.0 

188.7 

B 

B 

National  Stock 

9.4 

112.5 

D 

C 

Nationwide 

15.8 

87.0 

D 

C 

One  William  Street 

23.8 

168.1 

C 

D 

Penn  Square  Mutual 

29.8 

144.3 

C 

C 

Philadelphia 

18.4 

118.0 

c 

C 

Pioneer 

•  24.9 

129.9 

c 

D 

Pioneer  II 

30.0 

195.8 

B 

B 

Security  Investment 

10.1 

120.5 

D 

C 

Seligman  Common  Stock 

27.2 

159.6 

C 

D 

Sentinel  Common  Stock 

20.2 

147.6 

D 

B 

State  Street  Investment 

19.6 

115.6 

C 

D 

Value  Line  Income 

6.7 

160.6 

D 

A 

Washington  Mutual 

26.3 

159.7 

D 

B 

Windsor 

30.2 

178.0 

C 

B 
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Beautiful  lakeland  where  a 

Your  own  vacation  land  on  the  fabulous  Lake  of  the  Ozarks 
in  Central  Missouri.  Right  in  the  heartland  of  America. 
Away  from  cities,  noise,  pollution  and  the  rat-race  of  the 
workaday  world.  We  call  it  Forbes  Lake  of  the  Ozarks  .  .  . 
about  12,800  acres  of  scenic  paradise.  Not  for  everybody,  but 
maybe  for  you. 

The  Ozarks  region,  which  dominates  most  of  southern 
Missouri,  has  long  been  lost  in  the  legends  of  the  Osage 
Indians.  Now  that  the  magnificent  Truman  Lake  has  been 
completed,  it's  merely  a  matter  of  time  before  the  beauty  of 
this  spectacular  recreational  area  attracts  vacationers  and 
settlers  from  every  corner  of  the  continent. 

If  yours  is  a  family  of  water-sports  lovers — swimming, 
boating,  fishing,  water-skiing — it's  hard  to  imagine  a  more 
perfect  setting  for  you.  Forbes  Lake  of  the  Ozarks  is  nestled 
at  the  headwaters  of  the  big  Lake.  Here  it  almost  kisses 
Truman  Lake  on  the  west,  then  winds  eastward  through 
stands  of  hickory  and  oak  for  over  90  miles  to  the  bustling 
hub  of  the  summer  resort  area  at  Bagnell  Dam. 

Forbes  Inc.,  publishers  of  Forbes  Magazine,  through  its 
subsidiary,  Sangre  de  Cristo  Ranches  Inc.,  is  offering  the 
opportunity  of  a  lifetime  for  you  to  acquire  one  or  more 
acres  of  our  choice  Missouri  lakeland  among  the  breathtak- 


TYPICAL  FINANCING  ARRANGEMENTS 


Annual 

Deferred 

Cash 

Down 

Percentage 

Monthly 

Payment 

Price 

Payment 

Rate 

Months 

Payment 

Price 

$6,000 

$60.00 

9% 

182 

$60.00 

$10,954.56 

$7,500 

$75.00 

9% 

182 

$75.00 

$13,693.37 

$9,000 

$90.00 

9% 

182 

$90.00 

$16,431.76 

Obtain  the  Property  Report  required  by  Federal  law  and  read  it  before  signing 
anything  No  Federal  agency  has  judged  the  merits  or  value,  if  any,  of  this 
property  Equal  Credit  and  Housing  Opportunity 

KANSAS  OFFEREES  SHOULD  OBTAIN  A  KANSAS  PUBLIC  OFFERING  STATEMENT  FROM 
THE  DEVELOPER  AND  READ  IT  BEFORE  SIGNING  ANYTHING.  THE  SECURITIES  COMMIS- 
SIONER OF  KANSAS  NEITHER  RECOMMENDS  THE  PURCHASE  OF  THE  PROPERTY  NOR 
APPROVES  THE  MERITS  OF  THE  OFFERING 


possible  dream  comes  true 

ing  "hills  'n'  hollers"  country  of  the  Lake  of  the  Ozarks. 

Forbes'  private  park  is  the  ideal  place  to  build  a  second 
home  .  .  .  that  special  place  where  you  may  now  or  one  day 
choose  to  retire.  Here  among  the  friendly,  down-home  folks 
who  have  made  Missouri  famous  for  its  hospitality.  These 
are  salt-of-the-earth  people  who  are  pleased  to  welcome 
good  neighbors  to  their  easygoing  way  of  life. 

There's  no  better  time  than  right  now  to  find  out  if  Forbes 
Lake  of  the  Ozarks  is  the  place  for  you.  All  our  homesites, 
including  lake  front  and  lake  view,  will  be  a  minimum  size 
of  one  acre — ranging  to  over  three  acres.  Cash  prices  start  at 
$6,000.  One  or  more  acres  of  this  incredibly  beautiful  lake- 
land can  be  yours  for  the  modest  payment  of  $60  per  month, 
with  easy  credit  terms  available. 

For  complete  information,  including  pictures,  maps  and 
full  details  on  our  liberal  money-back  and  exchange  privi- 
leges, please  fill  in  the  coupon  and  mail  to:  Forbes  Lake  of 
the  Ozarks,  Box  157,  Warsaw,  Missouri  65355. 

'Forbes  Lake  of the  Omrks  "j 

I  Box  157,  Warsaw,  MO  65355  | 
Without  obligation,  please  send  me  more  ^-^cjc^^ 
information  on  Forbes  Lake  of  the  Ozarks.  \i^>f^P 

PLEASE  PRINT 

I     Name   j 

i  Address   

I  I 

j     City/State/Zip   j 

I  Telephone   

I  Preference:    □  $6,000   □  $7,500   □  Higher 

■  5884  I 


A  statement  and  offering  statement  has  been  filed  with  the  Secretary  of  State  of  the  State  of 
New  York,  The  filing  does  not  constitute  approval  of  the  sale  or  lease  or  offer  for  sale  or  lease 
by  the  Secretary  of  State  or  that  the  Secretary  of  State  has  in  any  passed  upon  the  merits  of 
such  offering  A  copy  of  the  offering  statement  is  available,  upon  request,  from  Sangre  de 
Cristo  Ranches  Inc  .  NYA  83-351 

Not  an  offer  or  solicitation  in  those  states  where  the  property  is  not  registered. 
AD83LR801    A    IL-         Ml  83-240      NJACB100  1 183MO 


The  Money  Men 


Are  you  worried  about  the  budget  deficit? 
Scared  of  rising  inflation?  Relax,  says 
fames  von  Germeten,  the  Eighties  will  bring 
us  unprecedented  prosperity. 


Steady 
as  he  goes 


By  Thomas  0  Donne D 


I keep  a  full  wastebasket,"  says 
James  von  Germeten  when  asked 
the  secret  of  his  success.  "I  never 
base  decisions  on  newspapers,  maga- 
zines or  analysts'  reports.  I  use  this 
material  simply  to  find  out  what  oth- 
er people  are  thinking." 

Numbers,  however,  are  von 
Germeten's  mainstay.  As 
president  and  CEO,  he  is  re- 
sponsible for  investing  some 
$6.5  billion  managed  by  The 
Boston  Co.,  Inc.,  Shearson/ 
American  Express'  banking 
and  investment  subsidiary.  He 
devours  figures,  especially 
government  statistics  and  cor- 
porate annual  reports,  which 
he  regularly  reviews.  "Every- 
thing is  available  to  someone 
who  wants  to  dig  into  it,"  says 
von  Germeten,  who  then  re- 
lates this  information  to  his 
theory  of  how  the  financial 
markets  work.  "Most  money 
managers  are  naive  opti- 
mists," he  explains.  "When 
something  unexpected  shows 
up  in  the  news,  they  are  al- 
ways surprised." 

Von  Germeten,  who  holds 
an  M.B.A.  from  the  University 
of  Wisconsin,  is  also  an  opti- 
mist. But  he  isn't  naive.  He 
believes  that  most  economic 
troubles  are  self-correcting.  So 
he  thinks  problems  such  as  in- 
flation or  the  budget  deficit 
will  disappear  over  time  and 
aren't  the  result  of  fundamen- 
tal defects  in  the  economy. 

Sitting  on  the  edge  of  his 
paper-free  desk  in  an  ample 


but  impersonal  office  15  floors  above 
downtown  Boston,  von  Germeten  has 
the  air  of  a  college  professor,  despite 
his  white  shirt  and  banker-blue  suit. 
He  lectures  a  visitor  that  the  deficit  is 
"almost  a  positive  thing  for  the  recov- 
ery." It  will,  von  Germeten  main- 
tains, set  forces  in  motion — such  as  a 
reduction  in  government  expendi- 


Boston  Co.  President  James  von  Germeten 
An  optimist,  but  hardly  naive. 


tures — that  will  produce  a  balanced 
budget  by  the  late  1980s. 

For  the  past  six  months,  von  Ger- 
meten explains,  government  revenues 
have  grown  twice  as  fast  as  govern- 
ment expenditures.  And  big  recovery- 
related  tax  receipts  have  yet  to  come 
in.  "This  is  the  start  of  a  trend,"  says 
von  Germeten.  "And  it  means  real 
interest  rates  are  much  too  high." 

Since  more  pedestrian  minds  have 
yet  to  see  all  this,  von  Germeten 
thinks,  big  money  can  be  made  by 
buying  interest-sensitive  stocks.  He 
particularly  likes  well-managed  re- 
gional banks  such  as  Florida's  Sun- 
Banks,  National  Bank  of  Detroit  and 
Wachovia,  as  well  as  selected  savings 
and  loans.  He  also  expects  that  1984 
will  be  a  good  year  for  public  utilities, 
especially  those  not  threatened  with 
nuclear  writeoffs.  Von  Germeten's  fa- 
vorites: Carolina  Power  &.  Light, 
Tampa-based  Teco  Energy  and  Tuc- 
son Electric  Power. 

Trend-spotting  like  this  has  been 
profitable  before.  Two  years  ago  fall- 
ing energy  prices  led  von  Germeten  to 
believe  that  inflation  would  also  fall, 
touching  off  a  stronger-than-expected, 
consumer-led  recovery.  So  he 
pushed  his  portfolio  managers 
into  autos,  consumer  durables, 
food  companies,  cosmetics, 
health  care  and  drugs.  One  re- 
sult: Since  von  Germeten  ar- 
rived from  The  Northern 
Trust  Co.  a  year  and  a  half  ago, 
Boston  Co.'s  equity  accounts 
are  up  about  70%,  vs.  a  50% 
gain  for  the  overall  market. 

No  world  view  is  perfect,  of 
course.  Von  Germeten  stum- 
bled badly  in  mid- 1983  when 
he  bought  Disney  heavily.  It 
hit  a  high  of  833A  and  then 
dropped  to  below  50.  "The 
company  looked  like  the  per- 
fect consumer  spending 
stock,"  von  Germeten  says. 
"But  earnings  didn't  come 
through." 

Boston  Co.  also  missed  last 
year's  move  in  energy  shares. 
"Theoretically,  I  was  right," 
says  von  Germeten.  "There 
was  no  economic  reason  for 
these  stocks  to  rise,  but  the 
institutions  started  buying 
and  we  missed  out  on  a  lot  of 
money."  Now,  von  Germeten 
is  betting  heavily  that  rising 
energy  prices  and  inflation  are 
a  permanent  thing  of  the  past. 
"The  worst  shares  you  can 
now  own,"  he  says  unequivo- 
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Take  a 
Closer 


If  your  advertising  is  aimed  at 
men,  look  closer  at  Field  &  Stream. 

Todays  most  efficient  magazine 
for  reaching  the  mass  male  market. 
Field  &  Stream.  A  magazine  with  over 
eight  decades  of  award-winning 
journalism — a  lively,  literate  environment  that 
attracts  millions  of  loyal,  responsive  readers 
every  month.  The  mass  male  market. 
Reach  it  with  unmatched  efficiency — 
in  the  Field  &  Stream  style. 


America's  number  one  sportsman's  magazine. 


Forbes  Magazine  is  now 
publishing  five  days  a  week. 

■  On  radio.  ■  The  latest  business  news.  Latest  trends.  Profiles  on  corpora- 
tions. ■  The  only  nationally  syndicated  radio  feature  with  the  credibility  of  Forbes 
Magazine,  with  news  you  won't  hear  on  Wall  Street.  ■  The  Forbes  Magazine 
Report.  For  business  news  you  can  believe.  And  a  radio  advertising  vehicle  you  can 
believe  in.  ■  Four  years  on  the  air,  the  longest-running  business  radio  feature,  on 
over  282  stations,  daily.  ■  The  Forbes  Magazine  Report  also  exclusively  on 
Channel  10  on  all  TWA  domestic  and  international  audio-equipped  flights. 

Tune  in  THE  FORBES  MAGAZINE  REPORT  on  your  local  station  listed  below. 
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The  Money  Men 


cally,  "are  inflation  hedges  like  natu- 
ral resources,  metals  and  chemicals."  1 

One  of  the  few  personal  items  in 
von  Germetcn's  office  is  a  sign  that 
reads  "Conterite  nothos."  That's  Lat- 
in for  "Wear  the  bastards  down,"  he 
says,  and  it  applies  to  "anybody  who 
gets  in  my  way."  He  clearly  means 
business:  Since  von  Germetcn's  arri- 
val, over  50%  of  those  reporting  di- 
rectly to  him  have  either  been  trans- 
ferred or  fired.  Still,  the  rewards  can 
be  tempting.  The  firm's  24  portfolio 
managers  and  analysts  can  get  bo- 
nuses of  up  to  70%  of  salary. 

Despite  his  strong  views,  von  Gcr- 
meten  has  learned  humility  the  hard 
way.  "I  don't  believe  anything  or  any- 
body too  much,  including  myself,"  he 
explains.  He  credits  his  1983  perfor- 
mance to  avoiding  three  common 


Von  Germeten  is  betting 
that  rising  energy  prices 
are  a  thing  of  the  past. 
"The  worst  shares  you  can 
now  own,"  he  says,  "are 
inflation  hedges  like 
natural  resources,  metals 
and  chemicals." 


mistakes.  Other  investment  manag- 
ers, von  Germeten  explains,  thought 
the  recovery  would  be  sluggish  early 
in  the  year,  stuck  with  high-tech 
stocks  too  long  and  failed  to  index 
during  the  second  half,  when  stock 
pickers  had  just  as  many  losers  as 
winners. 

Von  Germeten's  current  forecast  is 
typically  optimistic.  "We're  heading 
into  the  best  of  all  possible  worlds," 
he  says.  "Sure,  there'll  be  some  unex- 
pected bad  news,  but  smart  investors 
will  stay  fully  invested.  The  only  big 
losers  will  be  those  who  don't  believe 
the  decline  in  inflation  is  for  real. 
There  is  plenty  of  money  around,  and 
there  will  be  no  steady  upward  pres- 
sure on  rates.  This  is  an  election 
year." 

As  for  the  stock  market,  von  Ger- 
meten sees  the  Dow  locked  into  a 
trading  range  of  1 150  to  1350  between 
now  and  the  end  of  the  year.  But  he 
thinks  the  good  times  will  really  start 
to  roll  in  1985.  "We  are  definitely 
getting  a  grip  on  all  our  economic 
problems,  including  the  deficit,"  he 
says.  "The  last  half  of  this  decade  will 
rival  the  Sixties  in  prosperity.  It's  just 
fortunate  for  me  that  historic  changes 
are  perceived  by  only  a  few  when  they 
are  happening."  ■ 


6363  Sunset  Boulevard,  Suite  520   Hollywood,  California  90028   (213)  466-1935 


FORBES,  FEBRUARY  27,  1984 


ield  &  Stream  delivers  men  . 


Total  Men 


Audience 

Publication 

(000) 

4/c  CPM 

Field  &  Stream 

7,243 

5.46 

Newsweek 

8,919 

8.26 

Sports  Illustrated 

10,786 

6.13 

Time 

12,322 

8.26 

U.S.  News  &  World  Report 

5,710 

8.56 

Mechanix  Illustrated 

4,123 

6.96 

Popular  Mechanics 

4,977 

6.52 

Popular  Science 

3,801 

8.23 

Sports  Afield 

2,585 

5.98 

Outdoor  Life 

3,876 

7.01 
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4,378* 

7.77* 

Playboy 

7,908* 

6.80* 

Men  18-49 

Audience 

Publication 

(000) 

4/c  CPM 

7  52 

Newsweek 

6,804 

10.83 

Sports  Illustrated 

8,929 

7.41 

nTi  tti*^ 

1  11 11C 

Q  1  81 

7,101 

1  1  DQ 

U.S.  News  &  World  Report 

3,755 

13.02 

Mechanix  Illustrated 

2,890 

9.93 

Popular  Mechanics 

3,500 

9.28 

Popular  Science 

2,685 

11.65 

Sports  Afield 

1,872 

8.26 

Outdoor  Life 

2,850 

9.54 

Penthouse 

3,960* 

8.59* 

Playboy 

6,908* 

7.78* 

Men  25-49 

Publication 

Field  &  Stream 

Newsweek 
Sports  Illustrated 
Time 

U.S.  News  &  World  Report 

Mechanix  Illustrated 
Popular  Mechanics 
Popular  Science 
Sports  Afield 
Outdoor  Life 

Penthouse 
Playboy 


Audience 
(000) 

4,007 

4,685 
6,029 
6,370 
2,982 

2,359 
2,764 
1,960 
1,459 
2,219 

2,715* 
4,805* 


4/c  CPM 

9.87 

15.73 
10.97 
15.99 
16.40 

12.17 
11.75 
15.96 
10.59 
12.25 

12.52* 
11.19* 


Male  Homeowners 

Audience 

Publication 

(000) 

Field  &  Stream 

5,798 

Newsweek 

6,492 

Sports  Illustrated 

7,700 

Time 

9,078 

U.S.  News  &  World  Report 

4,534 

Mechanix  Illustrated 

3,313 

Popular  Mechanics 

4,063 

Popular  Science 

3,088 

Sports  Afield 

2,040 

Outdoor  Life 

3,008 

Penthouse 

2,519* 

Playboy 

5,129* 

4/c  CPM 

6.82 

11.35 
8.59 
11.22 
10.79 

8.66 
7.99 
10.13 
7.58 
9.04 

13.50* 
10.48* 


Source:  SMRB  1983 


*  Based  on  adjusted  '83  audience 


ith  unmatched  efficiency. 


buck's  protective  coloration  hides  it  from  predators. 


Take  a  closer  look. 


Field  &  Stream  is  a  publication  of  CBS  Magazines,  a  division  of  CBS  Inc. 


The  Blue  Box  just  grew 
in  a  million  ways 

On  January  12,  American  Express  and  IDS  joined 
to  form  an  even  stronger  company:  better  services,  a  million  more  clients 
and  a  common  belief  in  how  to  serve  them . .  one-by-one. 


A  MERICAN  EXPRESS  knows  why  people 
/^k  choose  one  financial  service  over  a 
JL     JL.  competitor's.  People  want  better 
financial  products,  consistently  delivered  and 
tailored  to  them. 


financial  products  best  suited  to  help  achieve 
those  goals. 

The  result  is  worth  it.  A  financial  plan  that 
works!  Not  just  today,  but  over  a  lifetime. 


Sounds  simple,  but  few  companies  do  it  well. 
Those  that  do  are  trusted.  IDS  has  believed  this 
since  1894  and  has  built  an  18  billion  dollar  busi- 
ness by  knowing  how. 

IDS  always  serves  its  clients  one-by-one, 
indeed,  face-to-face.  When  an  IDS  representa- 
tive first  meets  a  client,  they  outline  together  a 
complete  financial  picture. 

The  goals  include  the  obviously  important  ones: 
investing  to  stay  ahead  of  inflation,  saving  on 
taxes,  education  for  the  kids,  and  a  comfortable 
retirement. 

Then  the  IDS  representative  takes  time.  Time  to 
listen.  Time  to  think.  Time  to  construct  a  plan 
specifically  suited  to  the  client's  situation  and 
goals — even  dreams.  Time  to  identify  the 


And  now  over  one  million  clients  have  come  to 
trust  this  unique  approach. 

Small  wonder  that  IDS  and  American  Express 
would  get  together.  Better  service,  more  clients 
and  a  common  belief  in  how  to  serve  them. 

A  S  PART  of  the  American  Express  Com- 
pany's  worldwide  financial  network, 
A.  jL  IDS  representatives  will  be  able  to 
offer  even  more  service:  a  greater  variety  of 
mutual  funds,  insurance,  annuities,  savings  cer- 
tificates and  a  full  range  of  tax  advantaged 
investments.  Plus  the  ability  to  process  clients' 
financial  transactions  faster  than  ever  before. 

We  welcome  IDS/American  Express  to  our  fam- 
ily of  companies.  They  just  helped  the  Blue  Box 
grow  in  a  million  ways. 


American  Express  Company 

•  American  Express  International  Banking  Corporation  •  American  Express  Travel  Related  Services  Company  Inc. 
•  Fireman  s  Fund  Insurance  Companies  •  IDS/American  Express  Inc  •  Shearson/American  Express  Inc. 
•  Warner  Amex  Cable  Communications  Inc.  (jointly  owned  by  American  Express  Company  and  Warner  Communications.  Inc  .) 


Capital  Markets 


Read  the  fine  print  on  those  juicy  high- 
coupon  bonds  you  thought  you  had 
locked  up  for  the  next  ten  years. 

THE  LAWYERS 
FIND  A  WAY 


By  Ben  Weberman 


Some  of  the  finest  financial  brains 
in  the  country — including  those  at 
Morgan  Stanley — bought  big  blocks 
of  Archer-Daniels-Midland  16s  of 
2011  at  125  last  May.  Those  juicy 
high-coupon  bonds  could  not  be  re- 
funded before  1991  and  the  yield  to 
the  first  refunding  date  was  an  am- 
ple 11.71%. 

Or  so  these  investors  thought. 
Unfortunately,  the  bonds  were  paid 
off  only  a  month  later  at  113.95. 
That's  a  loss  of  more  than  1 1  points. 

How  did  these  Wall  Street  pros  (as 
well  as  the  unfortunate  public)  get 
taken  to  the  cleaners  like  that?  In 
this  case  it  was  a  matter  of  corpo- 
rate double-talk  that  stood  up  in 
court — Morgan  lost  a  lawsuit  to 
have  the  redemption  nullified. 

At  stake  was  a  pledge  by  Archer 
when  it  came  to  market  back  in 
1981  that  it  would  not  refund  the 
$125  million  issue  or  any  part  of  it 
with  proceeds  of  a  lower-cost  bond 
issue.  So,  what  did  the  company  do? 
Simple:  It  sold  two  issues  of  com- 
mon stock  last  year  for  $133  million 
in  cash  and  used  that  to  redeem  the 
bonds.  Pretty  slick,  eh? 

Archer-Daniels  is  not  the  only  is- 
suer who  found  a  way  to  redeem 
expensive  bonds  early.  Take  ANR 
Pipeline  Co.,  formerly  Michigan 
Wisconsin  Pipe  Line.  On  Mar.  19 
ANR  will  redeem  its  $75  million, 


Ben  Weberman  is  economics  editor  of 
Forbes  magazine. 


173A%  bonds  due  1991,  even  though 
the  issue  specifies  no  refunding  be- 
fore 1988.  How  did  ANR  manage  it? 
Like  some  other  gas  companies, 
ANR  net  income  rose  25%  in  1983, 
while  construction  costs  were 
chopped  75%.  All  that  internally 
generated  cash  permitted  redemp- 
tion, instead  of  refunding. 

Late  last  year  many  investors  al- 
lowed money  to  slip  through  their 
fingers  by  not  redeeming  their  Bene- 
ficial Corp.  11 'As  of  Jan.  15,  2005. 
Under  the  original  terms  of  the  of- 
fering, bondholders  could  turn  in 
the  bonds  at  par  during  a  one-month 
period  ending  Oct.  14,  1983.  Those 
who  did  not  do  so  found  themselves 
with  a  9%  debenture  on  Jan.  14, 
1984  at  a  time  when  prevailing  rates 
were  12%. 

In  this  case  there  was  no  corpo- 
rate double-talk.  Beneficial  had 
spelled  out  the  terms  plainly  in  the 
original  offering  prospectus  five 
years  ago.  Furthermore,  because  the 
bonds  were  registered — as  opposed 
to  being  in  coupon  bearer  form — all 
listed  owners  received  letters  last 
year  from  the  registrar,  reminding 
them  of  the  conditions. 

That's  why  it's  hard  to  believe 
that  an  estimated  $50  million  to 
$60  million  of  the  original  $250  mil- 
lion was  not  turned  back  for  cash. 
The  9s  trade  at  72,  or  $720  instead 
of  the  $1,000  principal  amount  that 
would  have  been  received  three 
months  earlier  on  exercise  of  the 
put  option. 

At  least  Beneficial  was  forthright. 
There  are  a  lot  of  issuers  out  there 
who  are  not.  How  can  you  protect 
yourself  against  their  fancy  foot- 
work? Here  are  some  tips  from  Mi- 
chael K.  Dahood,  vice  president  for 
fixed-income  research  at  Smith  Bar- 
ney, Harris  Upham  &  Co.: 

•  When  you  buy,  you  should  fig- 
ure yield  to  the  worst  possible  call 
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situation  for  high-coupon  bonds, 
not  yield  to  maturity. 

•  Beware  especially  of  electric 
utility  bonds  right  now.  Why?  Be- 
cause some  utilities  are  being  forced 
by  the  courts  or  the  marketplace  to 
sell  facilities  to  local  governments. 
They  then  can  use  proceeds  to  pay 
off  outstanding  debt.  For  example, 
Pacific  Power  &  Light  redeemed 
$25  million  of  its  bonds  at  par  after 
the  threat  of  condemnation  forced  it 
to  sell  some  of  its  distribution  and 
transmission  facilities.  And  Virgin- 
ia Electric  &  Power  Co.  recently 
redeeemed  at  par  $100  million  of  its 
153/4s  of  1989  with  proceeds  from 
the  sale  of  a  facility  to  the  Old  Do- 
minion Electric  Cooperative.  Sup- 
posedly, these  bonds  were  protected 
against  refunding  until  1986. 

•  Leveraged  buyouts  are  full  of 
pitfalls  for  holders  of  the  going-pri- 
vate company's  convertible  deben- 
tures and  preferred  stock.  Take,  for 
example,  Dorchester  Gas  8'/is  of 
2005,  which  are  convertible  into 
common  at  $34.48.  A  group  of  po- 
tential buyers  offered  $22.50  per 
share  for  the  whole  company.  The 
debenture  holders  almost  wound  up 
between  a  rock  and  a  hard  place. 
They  can't  convert  except  at  a  large 
loss.  But  if  the  buyout  were  to  go 
through,  there  would  be  no  com- 
mon remaining  for  them  to  convert 
to;  they'd  be  left  with  an  8'/>%  non- 
convertible  debenture  worth  maybe 
$650  per  $1,000  principal  amount. 

Luckily,  a  competing  bid  for  Dor- 
chester has  come  in,  and  the  bond- 
holders have  some  leverage.  They 
are  being  offered  a  chance  to  ex- 
change their  convertibles  for  subor- 
dinated debentures  at  10!/2%  with 
no  conversion  rights.  That's  a  little 
better,  of  course,  but  even  so,  deben- 
tures that  remain  outstanding  after 
a  leveraged  buyout  are  backed  by 
considerably  fewer  assets  and  are 
therefore  lower  in  quality. 

Moral:  Coupons  at  15%,  16%  or 
17%  sound  terrific,  but,  remember, 
you  can't  get  something  for  noth- 
ing. What  you  get  in  this  case  is  the 
risk  of  a  surprise  early  call.  So  be- 
ware the  current  high-coupon 
vogue.  You  can  be  sure  that  even 
now  the  lawyers  are  busy  figuring 
out  how  to  get  around  that  early- 
call  "protection."  And  as  Wall 
Street  pros  as  well  as  the  little  guys 
are  learning  to  their  dismay,  the 
lawyers  can  often  find  a  way.  ■ 
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As  an  investment  adage,  what's  wrong 
with  the  following  sentence?  Buy  the  best 
companies  and  stick  with  them. 

WHY  NOT  THE  BEST? 


By  David  Dreman 


Readers  dearly  love  lists,  so  maga- 
zines duly  produce  them.  One  of  the 
latest  is  "America's  Most  Admired 
Companies"  in  Fortune.  It  was  lav- 
ish, accompanied  by  no  fewer  than 
35  multicolored  charts,  and  exam- 
ined what  made  some  companies 
superstars  while  others  were  rel- 
egated to  the  doghouse,  naming  he- 
roes and  doggies  alike. 

But  from  an  investor's  point  of 
view,  the  article  missed  the  impor- 
tant point.  The  point  is  that  buying 
the  "most  admired"  is  no  way  to 
make  money.  The  article  did  say:  "a 
company  doesn't  have  to  reward  its 
owners  handsomely  over  time  to  be 
well  thought  of,"  but  let  it  go  at  that 
and  went  on  to  cite  the  virtues  of 
the  admired.  The  fact  is:  The  ten 
most  admired  companies  returned 
6.3%  annually  over  the  ten  years 
ended  in  1982,  vs.  9.3%  for  the  me- 
dian of  the  magazine's  own  index  of 
500  major  companies.  In  a  word, 
had  you  bought  La  Creme,  you 
would  have  done  almost  50%  worse 
than  if  you  had  bought  the  milk 
through  that  ten-year  period. 
Buying  the  best  was  a  guarantee  of 
investment  mediocrity. 

Steve  Leuthold  in  Perceptions,  a 
market  service  for  professionals, 
traced  the  stock  market  showing  of 
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the  "best"  in  1983.  The  median  was 
up  6%,  vs.  17.3%  for  the  S&P's  500. 
Leuthold  went  on  to  measure  the 
"Best  of  the  Best-Run  Companies" 
from  the  bestselling  book  Search  for 
Excellence.  The  average  apprecia- 
tion of  the  Excellents  was  8.6%, 
about  half  the  gain  of  the  S&P's  500 
last  year. 

As  a  contrarian,  none  of  this  sur- 
prises me.  We  contrarians  know 
you  will  never  make  your  bundle 
buying  the  best  companies,  the  hot- 
test industries  or  the  most  exciting 
stories,  whether  in  high  tech,  com- 
munications, emerging  growth  or 
anything  else.  When  everybody  ac- 
knowledges that  a  company  is  the 
"best,"  they  are  paying  through  the 
nose  for  it,  pushing  the  price  to  lev- 
els that  not  only  discount  all  realis- 
tic valuations  but  include  a  good 
measure  of  fantasy  as  well.  If  expec- 
tations don't  come  through  precise- 
ly on  target,  look  out!  When  unex- 
pected disappointments  surface, 
such  companies  will  drop,  and  as 
often  as  not  free-fall.  As  the  evi- 
dence again  clearly  shows,  if  you  bet 
on  the  heavy  favorites,  you  are  play- 
ing against  almost  unbeatable  odds. 

Too  many  things  can  go  wrong 
with  the  best  that  seem  to  come  out 
of  the  blue.  Markets  expected  to 
grow  for  years  are  suddenly  inun- 
dated with  competition,  patents 
that  seemingly  were  invincible  are 
circumvented  and,  yes,  even  the  fin- 
est managements  can  fumble — 
sometimes  disastrously.  Yet  inves- 
tors have  made  the  same  mistake 
for  generations,  ranking  what  they 
currently  consider  best  almost 
alongside  cleanliness  and  godliness. 
No  one  doubts  that  IBM  is  a  great 
company.  But  it  performed  poorly 
in  the  stock  market  for  many  years. 
Not  until  1981 — by  which  time  its 
price/earnings  ratio  had  dropped  to 
as  low  as  9  times  earnings — did  it 


perform  well  again. 

If  not  the  best,  then  what?  No, 
don't  go  out  and  buy  the  strays  and 
doggies.  Quite  the  contrary.  Stick 
with  quality,  companies  with  finan- 
cial strength,  growing  markets  and 
expanding  earnings  and  dividends. 
But  buy  them  when  they  are  out  of 
favor  and  therefore  cheap.  In  short, 
buy  them  when  they  are  not  on  any- 
body's "best"  list. 

Enough  philosophy.  Let's  name 
names.  Here  are  several  companies  I 
consider  to  be  top-notch  that  fit  the 
contrarian's  criteria:  They  are  out  of 
fashion  and  relatively  cheap. 

Eli  Lilly  (62)  is  a  major  drug  manu- 
facturer, as  well  as  a  producer  of 
pacemakers,  and  medical  instru- 
ments and  supplies.  In  the  past  five 
years  earnings  have  grown  at  a  12% 
annual  rate.  With  more  than  one- 
third  of  its  earnings  coming  from 
abroad,  the  strong  dollar  hurt  the 
company  in  1983.  Even  so,  earnings 
should  be  up  by  more  than  10%,  and 
show  another  12%  to  15%  gain  in 
1984.  The  stock  trades  at  a  P/E  of  1 1 
and  yields  4.7%. 

Federated  Department  Stores  (50)  is 
the  largest  U.S.  department  store 
chain.  Strong  consumer  spending 
resulted  in  about  a  30%  earnings 
increase  in  1983,  with  another  good 
gain  expected  in  1984.  The  stock 
trades  at  a  P/E  of  8  and  yields  4.4%. 

McDonnell  Douglas  (59)  is  a  major 
defense  contractor  as  well  as  a  man- 
ufacturer of  commercial  aircraft. 
Earnings  should  be  up  20%  in  1984 
and  again  significantly  in  1985,  as  a 
result  of  increased  orders  for  mili- 
tary aircraft  programs.  The  stock 
trades  at  a  P/E  of  9  and  yields  2.7%. 

R,J.  Reynolds  (65),  judging,  by  its 
low  P/E  and  high  yield,  is  consid- 
ered stodgy  by  the  market.  After  all, 
management  has  been  able  to  gener- 
ate only  a  33%  return  on  its  tobacco 
assets  over  time,  and  has  also  suc- 
cessfully diversified  into  foods, 
wines  and  spirits,  a  major  fast-food 
chain  and  other  areas.  Warren  Buf- 
fett,  one  of  the  classic  pickers  of 
antihero  stocks,  owns  a  good  posi- 
tion in  the  company.  It  trades  at  a 
P/E  of  10  and  yields  4.9%. 

So  it's  back  to  a  simple  question. 
Do  you  want  to  own  stocks  that  win 
a  management  beauty  contest  or 
stocks  that  make  money?  If,  as  I 
think  you  will,  you  opt  for  the  lat- 
ter, the  methods  I  propose  should 
bring  good  returns  over  time.  ■ 
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A  Special  Invitation  from  VALUE  LINE 

lb  Investors  Who  Use 
Discount  Brokers 

, . .  and  make  their  own  investment  decisions 


\  growing  minority  of  investors 
are  turning  to  discount  brokers  to 
:ut  commission  costs.  Generally, 
his  is  appropriate  only  for  those 
who  make  their  own  decisions, 

uince  most  discount  brokers  do 
lot  provide  investment  research. 

|So,  if  you're  doing  business  with 
a  discount  broker,  you  need  the 
best  independent  research  you 
can  get.  (Your  commission  sav- 
ings on  just  a  few  trades  may  pay 
for  a  full  year  of  such  assistance.) 

\  Here's  how  Value  Line  can  help: 


We'd  like  to  send  you  Value  Line's 
atest  full-page  Reports  on  each  of 
1700  stocks  under  continual 
eview.  These  come  to  you  ready 
or  instant  use,  fully  indexed  and 
oose-leaf  bound  in  the  Investors 
Reference  Service  and  will  be 
systematically  updated  by  new 
Reports  in  the  weeks  ahead.  Filing 
akes  less  than  a  minute  a  week. 
\ll  this  material  is  so  organized  in 
uour  binder  that  you  can  quickly 
urn  to  a  continually  updated 
eport  on  almost  any  leading 
>tock. 

"hese  comprehensive  Reports  cov- 
ijr  almost  every  stock  that's  likely 
o  be  of  interest  to  you.  The  1700 
stocks  covered  by  Value  Line  ac- 
count for  approximately  96%  of  all 
iollar  trading  volume  in  the  U.S. 
jquity  markets.  With  Value  Line, 
'ou're  really  "well  armed." 
A  typical  Value  Line  full-page  Re- 
)ort  on  a  stock  includes  22  series 
)f  vital  financial  and  operating  sta- 
istics— going  back  15  years  and 
estimated  3  to  5  years  into  the 
uture — plus  ratings  and  estimates 
>f  relative  Price  Performance  in 
he  next  12  months,  long-term  per- 
:entage  Appreciation  Potential, 


Safety,  current  Yield  and  P/E 
compared  to  past  norms,  and 
Value  Line's  analysis  of  ongoing 
corporate  developments.  About 
1 30  Reports  are  issued  every  week 
—1700  every  13  weeks,  in  regular 
sequence. 

But  perhaps  most  significant  of  all 
is  the  objective  Value  Line  Rank- 
ing System  which  reduces  thou- 
sands of  hours  of  research  by  70 
experienced  analysts  and  statis- 
ticians to  two  straightforward  sig- 
nals, the  rank  for  Timeliness  and 
the  rank  for  Safety. 

Stocks  to  Avoid  Now.  Because 
Value  Line  applies  uniform  stan- 
dards of  evaluation  to  all  1700 
stocks,  you  can  quickly  and  easily 
identify  which  stocks  we  currently 
rate  relatively  best  and  worst  for 
your  particular  goals.  We  especially 
suggest  you  avoid  the  400  stocks 
currently  ranked  below  average 
for  Timeliness  (Performance)  in 
the  year  ahead. 

In  addition  to  the  full-page  Re- 
ports, Value  Line's  key  investment 
ratings  and  measurements  for  all 
1700  stocks  are  updated  EVERY 
WEEK  in  our  40-page  weekly  Sum- 
mary &  Index.  With  Value  Line, 
you  are  never  left  "hanging." 

Double  Bonus  Offer,  if  you're 
an  independent  investor — if  you 
call  your  own  shots— you  should 
settle  for  nothing  less  than  the 


INTRODUCTORY  OFFER 

1  □  Begin  my  10-week  trial  subscription  for  $37  to 
I  The  Value  Line  Survey  (limited  once  to  any 

■  household  every  two  years)  and  send  me  the  two 
|  bonuses  listed  above. 

ONE  YEAR  SUBSCRIPTION 

|  □  Begin  my  1-Year  (52  issues)  subscription  tor 

•  $365  and  send  me  the  two  bonuses  listed  above. 
|  There  are  no  restrictions  with  this  annual 

•  subscription. 

SPECIAL  EXTRA  BONUS 
I  A    pocket-size    CREDIT  j^rri™  "/ 
I  CARD     LCD     CALCULA-   S?.  .... 

I  TOR  given  to  you  when   I5JS5S 

I  you  order  The  Value  1  ■■■■■■| 
|  Line  Investment  Survey  for  one  year. 

■  This  subscription  is  tax-deductible  and  non- 
I  assignable.  Foreign  rates  upon  request. 

,  — —  _  _ 


best.  So  we  invite  you  to  let  us 
send  you  The  Value  Line  Invest- 
ment Survey  every  week  for  the 
next  1 2  months.  Plus  two  immedi- 
ate bonuses — the  two-volume 
Investors  Reference  Service  and 
our  penetrating  new  72-page 
guidebook,  "A  Subscriber's 
Guide,"  which  explains  how  even 
inexperienced  investors  can  ap- 
ply thousands  of  hours  of  profes- 
sional research  to  their  own  port- 
folios by  focusing  on  only  two  un- 
equivocal ratings,  one  for  Timeli- 
ness (Performance  in  next  12 
months),  the  other  for  Safety. 

Money  Back  Guarantee:  You 

take  no  risk  in  accepting  this  offer. 
If  you're  not  satisfied  with  Value 
Line  for  any  reason  at  all,  just  re- 
turn the  material  you  have  received 
within  30  days  for  a  full  refund  of 
your  subscription  fee. 

Special  Introductory  Trial 
Offer.  Or  if  you  prefer— and  if  no 
member  of  your  household  has 
subscribed  to  Value  Line  in  the 
past  two  years— you  may  take  an 
introductory  10-  week  trial  for  only 
$37.  You  get  the  same  bonuses 
and  the  same  money-back  guar- 
antee. 

CALL  TOLL-FREE: 
If  you  have  Master  Card,  American 
Express  or  Visa,  phone  1-800- 
331-1750  (operator  13)  24  hrs. 
7  days  a  week. 


□  My  payment  is  enclosed.  □  Please  charge  to: 

□  American  Exp.  □  Master  Card  □  Visa 

Expiration  Date  

Account  #  

(N.Y.  residents  add  sales  tax.) 

Allow  4  to  6  weeks  for  delivery. 


Signature 


Name 


Address  Apt.  No. 


City  State  Zip 


I  The  Value  Line  Investment  Survey 

|  Value  Line,  Inc.,  711  Third  Ave.,  N.Y.,  N.Y.  10017 
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Observations 


Life  insurance  companies  are  following 
the  banks  by  escaping  from  the  rigidities 
that  used  to  make  inflation  painful. 

DISARMING 
AGAINST  INFLATION 


By  Ashby  Bladen 


I  hate  to  contradict  the  proud 
boasts  of  the  Clan  Reagan  or  Re- 
gan, but  the  risk  of  serious  infla- 
tion in  this  country  is  not  shrink- 
ing. In  fact,  the  federal  government 
and  the  American  people  are  bor- 
rowing and  spending  at  a  record 
pace,  both  at  home  and  abroad. 
There  is  a  reason  inflation  has  been 
low  recently,  in  the  face  of  this 
torrent  of  debt  formation,  but  the 
reason  is  by  its  very  nature  tempo- 
rary and  self-reversing. 

On  balance,  Americans  are  now 
borrowing  from  foreigners  at  an  an- 
nual rate  of  roughly  $100  billion, 
and  the  inflow  of  those  funds  is 
keeping  the  foreign  exchange  value 
of  the  dollar  so  high  that  our  exports 
are  uncompetitive,  but  imports  are 
a  bargain  in  this  country.  How  long 
the  dollar  will  stay  up  is  anybody's 
guess.  But  the  fact  that  Americans 
are  spending  an  increasing  part  of 
their  incomes  and  borrowings  on 
cheap  imports  is  beginning  to  un- 
dermine the  economic  recovery. 
And  our  trade  policy  is  bound  to 
become  steadily  more  protectionist. 
Sooner  or  later  our  rising  debts  to 
foreigners  will  undermine  confi- 
dence in  the  dollar.  When  the  dollar 
comes  down,  inflation  will  go  up 
automatically. 


Ashby  Bladen  is  senior  rice  president  for 
investments  of  the  Phoenix  Mutual  Life  In- 
surance Co.  and  author  of  How  to  Cope 
with  the  Developing  Financial  Crisis. 


A  more  fundamental  and  irrevers- 
ible trend  is  the  steady  dismantling 
of  our  financial  defenses  against  in- 
flation. The  economists  have  a  mar- 
velous name  for  those  defenses — 
institutional  rigidities.  In  the  1960s 
the  most  important  of  them  was  the 
Fed's  Regulation  Q,  which  limited 
to  5'/4%  the  interest  that  banks 
could  pay  on  deposits.  It  meant  that 
when  inflation  pushed  market  rates 
of  interest  above  5'/4%,  people  with- 
drew their  deposits  in  order  to  buy 
higher-yielding  investments  direct- 
ly from  the  market,  and  the  banks 
lost  their  ability  to  make  loans.  The 
economists  have  a  terrible  name  for 
that — disintermediation. 

You  may  recall  that  the  first  cred- 
it crunch,  in  1966,  was  mainly  a 
banking  crisis.  In  those  days  the  fear 
of  disintermediation  made  bankers 
doughty  inflation  fighters.  But  now 
they  have  gotten  rid  of  Regulation  Q 
for  all  practical  purposes  and  gone 
to  spread  banking.  Banks  can  pay 
whatever  rate  the  market  demands, 
and  as  long  as  they  can  earn  a  little 
higher  rate  on  their  loans  than  they 
have  to  pay  on  their  deposits  they 
couldn't  care  less  about  inflation. 

The  next  crunch,  in  1969-70, 
mildly  impacted  the  life  insurance 
industry.  The  Guardian  grasped  the 
implications  quickly  and  hired  me 
in  1971  to  convert  it  from  a  negotia- 
tor of  illiquid  private  placement 
loans  to  an  active  trader  of  public 
bonds.  But  the  industry  as  a  whole 
only  woke  up  to  the  fact  that  it  was 
in  a  bind  two  crunches  later,  at  the 
beginning  of  the  1980s.  It  realized 
that  its  assets  were  long  term,  while 
its  liabilities  are  either  long  or  short 
term  at  the  policyholder's  option. 

How  did  we  get  into  this  curious 
predicament?  The  introduction  of 
withdrawable  cash  values,  which 
are  now  regarded  mainly  as  tax 
dodges,  originally  had  the  status  of  a 
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high  moral  reform.  The  story  begins 
in  1844  when  a  young  American 
mathematician  and  abolitionist 
named  Elizur  Wright  was  studying 
the  British  way  of  writing  life  insur- 
ance. In  London  the  actor  Barry 
Cornwall  showed  him  impover- 
ished elderly  men  standing  on  the 
auction  block  so  that  speculators 
could  assess  their  state  of  health 
and  decide  how  much  to  bid  for 
their  policies.  In  the  absence  of 
withdrawable  cash  values  the  only 
way  the  policyholder  could  get  back 
any  of  the  savings  he  had  invested 
in  his  policy,  if  he  needed  them  to 
live  on  himself,  was  to  sell  the  poli- 
cy at  auction. 

Wright  thought  that  this  was 
nearly  as  great  an  evil  as  slavery, 
and  decided  to  do  something  about 
it  in  America.  He  subsequently  be- 
came Massachusetts'  insurance 
commissioner,  and  in  1861  he  got 
the  legislature  to  pass  the  first  non- 
forfeiture law,  requiring  borrowable 
and  withdrawable  cash  values. 

The  policy  loan  interest  rate  is 
fixed  in  the  contract,  and  cannot  be 
altered  unilaterally.  Until  about  a 
decade  ago  the  rate  was  typically 
5%  or  6%.  In  the  future  it  will  be 
variable,  and  will  float  with  market 
rates;  but  meanwhile,  we  are  stuck 
with  all  those  old  fixed-rate  poli- 
cies. Today  mutual  companies  like 
the  Phoenix  that  pay  dividends  are 
using  the  inducement  of  higher 
dividend  scales  to  get  the  policy- 
holders to  agree  to  less  binding  poli- 
cy loan  provisions.  In  a  few  years' 
time  we  will  be  able  to  withstand 
double-digit  inflation  and  interest 
rates  as  well  as  the  banks  now  do. 

The  problem  is  that  the  next 
crunch  is  virtually  certain  to  hap- 
pen during  the  next  couple  of  years. 
How  do  we  survive  until  the  runoff 
of  old  policies  and  their  replace- 
ment with  variable-rate  contracts 
get  us  out  of  the  bind?  Well,  the 
1983  investment  report  of  the  Phoe- 
nix will  show  that  half  a  billion 
dollars — about  15%  of  our  invested 
assets — are  now  high-quality,  high- 
ly liquid,  short-term  bonds  and 
commercial  paper.  This  is  a  slightly 
more  complicated  variant  of  the 
policy  of  investing  in  U.S.  govern- 
ment obligations  with  maturities  of 
five  years  or  less  that  I  have  recom- 
mended in  this  column.  For  the 
next  year  or  so,  liquidity  is  an  inves- 
tor's best  friend.  ■ 
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Annual  Reports 
get  attention 


in 


Forbes 


Results 

Last  year's  Forbes 
Annual  Report 
Advertising  Section 
produced  almost 
700,000  individual 
requests  for  annual 
reports,  with  each 
advertiser  receiving 
an  average  of  more 
than  6,000  inquiries. 

Cost 
Efficient 

At  the  low  cost  of 

$2,900  for  a  l/s  page,  black 

and  white  advertisement,  the 

Annual  Report  Section  will  present  highlights 

from  your  current  annual  report  at  a  cost-per- 

thousand  of  only  $4.06. 

Prospects 

Forbes  has  a  total  readership  that  exceeds 
3,800,000* .  This  enormous  audience  looks  to 


Forbes  for  candid 
business  coverage, 
editorial  insights,  and 
useful  special  features 
like  the  Annual  Report 
Advertising  Section.  Best 
of  all,  your  company's 
message  will  also  reach  an 
exceptional  market  of 
715,000  Forbes  subscribers. 

Active 
Investors 

98%  of  Forbes  subscribers  have 
investment  portfolios  with  an  average  value  of 
$615,000.  In  addition,  92%  of  Forbes  subscriber 
households  own  corporate  stock  with  an  average 
value  of  over  $474,000.  When  Forbes  subscribers 
aren't  focusing  on  their  own  holdings,  many  of 
them  are  helping  others  make  investment 
decisions.  In  fact,  over  half  of  them  offer  advice 
to  corporations,  institutions,  pension  funds, 
trusts,  and  estates,  t 

'Source:  MMR,  1983  Survey  of  Adults  ai\d  Markets  of  Affluence 
iSource:  Don  Bowdren  Associates,  1983 


Don't  Miss  It 

The  1984  Forbes  Annual  Report  Advertising  Section  will  appear  in  the 
May  7,  1984  issue  of  Forbes.  Advertising  closes  March  16. 

For  Further  Information,  Contact: 
Sarah  Madison,  60  Fifth  Avenue,  New  York,  NY  1001 1 
(212)620-2371 


Forbes 

Capitalist  Tool 


WANTED 
TO  BORROW 

Oil  well  completion,  dril- 
ling funds.  "Sophisticated" 
corporate  lenders  only. 
Participating  loan  basis. 
Secured  by  shallow  oil 
wells.  Repayment  of  princi- 
pal, agreed  interest,  and  of 
residual  for  life  of  wells. 
Financially  sound  pro- 
ducers. 

Inquiries  on  letterhead 
welcome    from  comp- 
trollers,  fund  managers, 
CPAs,  broker  dealers. 
Atty.  Gerald  John  J.D. 

counsel  for 
Edward  James  Group 
2616  S.  Loop  West 
Houston,  Texas  77054 
(713)  668-4811 

Ohio  Office 
(614)  882-5950 


DIVIDENDS 
EACH  YEAR 
SINCE  1912 


The  Board  of  Directors  of 
ENSERCH  Corporation  on 
January  26,  1984,  declared 
a  regular  quarterly  dividend 
of  40  cents  per  share  of 
common  stock,  payable 
March  5,  1984,  to  share- 
holders of  record  February 
17,  1984. 

For  additional  information, 
please  write  to  Benjamin  A. 
Brown,  Vice  President,  Finan- 
cial Relations ,  Dept.  C, 
ENSERCH  Center  Box  999, 
Dallas,  Texas  75221. 


CORPORATION 


Venture  Capital 


With  one  of  the  two  largest  publicly  trad- 
ed venture  firms  wanting  to  liquidate 
and  the  other  going  private,  the  public  is 
losing  out  on  venture  opportunities. 

GOOD  BYE  SEC 


By  Thomas  P.  Murphy 


What  little  chance  the  public  has 
had  to  invest  in  the  venture  capital 
business  is  fast  disappearing.  The 
two  largest  publicly  traded  firms — 
Heizer  Corp.  of  Chicago  and  Narra- 
gansett  Capital  of  Providence,  R.I. — 
have  announced  that  they  are  get- 
ting out. 

Heizer,  with  assets  of  $325  mil- 
lion, plans  to  liquidate  itself  and 
distribute  those  assets  to  its  share- 
holders. The  company's  book  value 
is  around  $20  per  share,  and  after 
the  announcement  Heizer  stock 
bounced  from  about  $15  a  share  to 
around  $17.  Narragansett,  with  a 
book  value  of  close  to  $75  million, 
or  about  $30  a  share,  at  the  end  of 
last  year,  is  being  bought  by  its  own 
management.  It  is  offering  stock- 
holders $50  a  share.  The  stock  was 
trading  in  the  low  40s  before  the 
offer  was  made  but  moved  up  in  a 
few  days  to  close  to  the  $50  price. 

It  is  pretty  much  the  end  of  an  era. 
Only  one  major  venture  firm,  Mer- 
rill Lynch's  Sci/Tech,  has  been  of- 
fered publicly  in  years.  Meantime, 
many  public  firms— about  50  of 
them  in  the  Sixties — have  gone  pri- 
vate, merged  out  or  been  quietly 
dissolved.  Only  16  are  left.  None  is 
very  large,  and  several  of  the  more 
successful  are  really  acting  as  fi- 
nance companies  that  take  a  bit  of 
equity  when  it  is  available.  Most  of 

Thomas  P  Murphy  heads  a  venture  capital 
firm.  Partnership  Dankist.  Stamford,  Conn. 


the  survivors  have  indifferent  track 
records  as  high-risk,  high-gain  in- 
vestors, but  several  have  done  just 
fine  as  money  lenders. 

There  was  nothing  indifferent 
about  either  Narragansett  or  Heizer. 
Narragansett  was  started  in  1960, 
primarily  by  Textron's  Royal  Little, 
with  $5.5  million  in  capital.  Cash- 
ing out  at  $108  million  24  years 
later  isn't  bad,  and  it  paid  some 
handsome  dividends  along  the  way. 

Narragansett's  investment  style 
was  a  mixture  of  venture  invest- 
ment and  leveraged  buyouts,  with 
the  bulk  in  leveraged  deals.  It  has 
had  only  a  few  home  runs.  Ameri- 
can Television,  merged  into  Time 
Inc.,  was  one  of  them.  But  Narra- 
gansett could  do  something  the 
pure  venture  capitalists  could  never 
do.  Ably  led  by  Arthur  D.  Little,  40, 
Royal's  son,  it  paid  steady,  mean- 
ingful dividends. 

Ned  Heizer,  54,  who  founded 
Heizer  Corp.  in  1969,  was  a  differ- 
ent kind  of  investor.  He  had  little 
interest  in  one-base  hits.  He  liked 
concepts,  and  he  swung  for  home 
runs;  a  real  venture  investor.  He  got 
a  few,  too,  including  Amdahl  Corp. 

But  success  creates  its  own  prob- 
lems. Heizer  originally  raised  his 
capital  from  institutions,  and  as  the 
years  went  by  they  began  wonder- 
ing when,  if  ever,  they  would  see 
their  capital  and  profits  come  home. 
Going  public,  which  Heizer  did  in 
1981,  was  an  effort  to  give  the  insti- 
tutions liquidity. 

It  never  worked  very  well.  Public 
stock  buyers,  until  the  past  year  or 
so,  did  not  bother  to  understand 
venture  portfolios.  Security  ana- 
lysts were  no  help.  As  far  as  they 
were  concerned,  valuing  a  venture 
firm  was  just  too  much  trouble. 

Not  surprisingly,  Heizer's  stock 
languished.  It  sometimes  sold  for  as 
little  as  60%  of  its  book  value.  Until 
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trketing  your  product— 


it  began  paying  large  dividends      a    0      -m  -m         «  m         *    •  a 

197%,  Narragansett  was  not  m^t  *%  INUCk  U1HI  WlllIC* 

better.  The  big  dividends  and  boc 

S,*^^J^b»»«»  ™»  buying  decisions 

and,  by  last  year,  over  it.  But  4&        ^---i-  4||  mmr**«*«*».-« 

valuation   was   conservative,    '*  M%W  ^FHI1^IM*i 

management's  offer  at  well  <     J       -J-t-  ^  -m    a  • 

book  would  seem  to  indicate  I  U£}  UlC  CO§t  «tll€l  f  1  fllfC 

think  the  same  thing. 

As  investors,  Narragansett 
Heizer  were  very  different.  F 

once  public,  they  shared  a  come   ffitfl    M 4k*  •fell 
problem  that  neither,  in  the  en,™**  M  *****  **M*  *9V*Z*  • 

was  able  to  solve.  A  publicly  owne 
venture  capital  fund,  particularly  as 
it  grows  larger,  exists  in  a  tax  and 
legal  quagmire. 

Arthur  D.  Little,  chief  executive 
of  Narragansett,  says  his  accounting 
department  is  twice  the  size  of  a 
private  firm's  doing  the  same  vol- 
ume of  business.  Why?  Reports  to 
the  Securities  &  Exchange  Com- 
mission, the  Small  Business  Ad- 
ministration, the  Internal  Revenue 
Service  and  the  public  shareholders. 
Being  public,  Little  figures,  adds 
15%  to  20%  to  his  overhead. 

But  there  is  an  even  more  impor- 
tant problem.  Narragansett  is  regu- 
lated by  the  SEC  under  the  1940's 
Act,  a  piece  of  legislation  written  to 
regulate  mutual  funds.  It  is  onerous 
for  venture  firms  in  many  ways. 

For  example,  the  1940's  Act  is 
fussy  about  conflicts  of  interest,  and 
the  venture  world  is  simply  full  of 
them.  People  serve  on  each  other's 
boards  of  directors,  they  do  business 
:  with  each  other's  companies  and 
they  are  endlessly  merging  and  un- 
merging  their  affairs.  Nearly  all  of 
i  these  transactions,  particularly  if 
•  you  have  a  cautious  lawyer,  may  be 
:  construed  as  conflicts,  and  every 
j  time  one  comes  up,  it's  back  to  the 
j  SEC  for  a  waiver.  With  luck  the  SEC 
!  can  grant  these  waivers  in  90  days, 
I  but  some  can  take  22  months. 

In  a  less  competitive  investment 
J  environment,  Little  says,  he  could 
live  with  these  regulatory  delays.  In 
[today's  faster-paced  climate,  when 
most  deals  are  sought  by  many  in- 
ivestors,  the  inability  of  Narragan- 
jsett  at  times  to  commit  itself  was 
(beginning  to  hurt. 

Not  surprisingly,  it  was  Little  and 
Heizer  who  got  some  relaxation  of 
|  the  1940's  Act  a  few  years  ago.  But 
jit  wasn't  enough.  So  the  public  is 
;  denied  what  I  think  are  two  fine 
■Jinvestment  opportunities.  ■ 


How  to 
hedge 
your  IRA 


Many  people  think  that  an  Individual 
Retirement  Account  must  be  kept  in 
one  plan  or  fund.  Not  so.  The  govern- 
ment gives  you  a  lot  of  flexibility  in  order 
to  help  you  assure  a  good,  balanced 
approach  to  your  future.  We  offer  five 
different  mutual  funds — each 
with  a  slighdy  different  invest- 
ment objective — for  your  retire- 
ment program.  You  can  be  in 
•  one  or  more  than  one.  It's 

investment:  rzr ask  for 

Want  to  know  more?  For  more  complete  information  about  our  five  funds 
(Growth  Investors,  Select  Investors,  Ultra  Investors,  Vista  Investors,  and  U.S.  Gov- 
ernments) write  or  call  for  a  free  prospectus.  Please  read  the  prospectus  carefully 
before  investing. 

Mutual  Funds  for  IRA,  Keogh,  and  403B  Accounts 

Please  send  a  free  prospectus  to: 


1 
I 


Name  . 


Address  . 


City  . 


State  . 


Zip  . 


P.O.  Box  200,  Kansas  City,  Missouri  64141 -(816)  531-5575 
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WANTED 
TO  BORROW 

Oil  well  completion,  dril- 
ling funds.  "Sophisticated" 
corporate  lenders  only. 
Participating  loan  basis. 
Secured  by  shallow  oil 
wells.  Repayment  of  princi- 
pal, agreed  interest,  and  of 
residual  for  life  of  wells. 
Financially  sound  pro- 
ducers. 

Inquiries  on  letterhead 
welcome    from  comp- 
trollers, fund  managers, 
CPAs,  broker  dealers. 
Atty.  Gerald  John  J.D. 

counsel  for 
Edward  James  Group 
2616  S.  Loop  West 
Houston,  Tex&s  770*4 

sl      ,,_r~.ii..  ....i.e  moves  since  th 

first  A '  the  year.  First,  prices  col- 
lapsed: March  dropped  from  77 
cents  to  73  cents  before  finding  sup- 
port. Then  came  a  sharp  rally,  and 
now,  on  balance,  the  news  on  cot- 
ton is  bullish. 

Why?  Because  the  world  outlook 
on  commodities  has  undergone  a 
massive  change  in  the  past  year.  A 
major  drought  hit  the  U.S.,  and  un- 
favorable weather  struck  Canada, 
parts  of  Europe  and  Africa.  In  addi- 
tion, the  U.S.  government's  massive 
PIK  crop  diversion  program  sharply 
reduced  planted  areas.  The  results:  a 
sharp  reduction  in  yields  of  spring- 
planted  crops  worldwide  and  much 
lower  worldwide  production  of 
grain,  oilseed  and  cotton. 

Because  of  the  drought,  cotton 
yield  per  acre  dropped  19%  in  the 
U.S.,  while  production  dropped  a 
whopping  41%,  to  7.7  million  bales 
in  the  1983  growing  season.  All  this 
led  to  a  sharp  rally  that  would  have 
been  even  more  explosive  had  the 
world  not  been  coming  out  of  a  se- 
vere recession. 

Fortunately,  the  carryover  going 
into  the  crop  year  was  a  record  7.9 
million  bales,  giving  a  total  supply 


Stanley  W  Angrist  is  a  commodity  specula- 
tor, consultant  and  longtime  observer  of  the 
commodity'  markets. 
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By  Thomas  P.  Murphy 
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o         o  ir      ie,  China  is  expected  to  pro- 

losinQ  out  on  venture  oa  record  cr°p of  at  least  18  8 

°  -on  bales,  in  comparison  with 

million  bales  in  the  1982-83 
____,year-  The  Chinese,  who  used  to 

%J[\J^^ MJ  "  MM  m,  exporters— in  fact,  the  world's 

,est  exporter  of  textile  products 
.d  yarns.  But  the  Chinese  may  not 
nave  the  logistical  capability  to  in- 
crease their  exports  as  much  as  de- 
sired, so  the  market  impact  of  that 
larger  crop  may  be  diminished. 

Now,  however,  things  look  differ- 
ent in  almost  every  respect.  The 
recovery  is  much  further  along,  so 
one  might  expect  greater  firmness 
in  demand.  The  U.S.  PIK  program 
will  certainly  not  be  diverting  the 
large  acreage  in  the  1984-85  crop 
year  that  it  did  during  the  last  plant- 
ing season  because,  unlike  previous 
years,  participating  farmers  will 
have  to  sign  binding  contracts,  with 
prohibitive  penalties  for  those  who 
fail  to  comply.  That  means  output 
in  the  new  crop  year  could  easily 
exceed  12  million  bales  if  yields  re- 
turn to  near  normal.  In  turn,  that 
means  the  total  supply  for  the  year 
will  most  likely  be  in  excess  of  15.5 
million  bales  and,  depending  on 
planted  acreage  and  yields,  could  go 
as  high  as  17  million  bales. 

I  believe  that  this  combination  of 
events  will  lead  to  firm  prices  dur- 
ing the  first  half  of  1984,  but  weak- 
ening prices  as  the  new  crops  start 
to  be  harvested.  (I  am,  of  course,  not 
anticipating  a  repeat  of  last  year's 
dreadful  weather.  That  is  a  factor  no 
one  can  forecast  with  accuracy.) 

In  short,  the  fundamentals  tell 
me  that  a  bull  spread  in  cotton 
makes  sense.  I  would  look  to  buy 
the  May  contract  (current  crop  year) 
and  sell  the  December  contract 
(next  crop  year)  with  the  May  con- 
tract at  no  more  than  a  5.25-cent 
premium  to  December.  I  would 
look  for  a  profit  of  3  cents  ($1,500 
per  spread)  and  would  risk  no  more 
than  1.25  cents  ($625  per  spread) 
from  my  entry  point.  Remember 
that  cotton  spreads  are  frequently 
highly  volatile,  and  thus  bear  close 
watching.  The  margin  on  this  trade 
is  about  $750;  the  round-turn  com- 
mission about  $100.  ■ 


imated 
from  an 
}n  of  about 

What  little  chance  milll°n 
had  to  invest  in  the  Vf  has  recently 
business  is  fast  « 
two  largest  pub1*"*  OOUM'S 
Heizer  Corp.jn  mafket  collapsed 

ea&f 1  C 1984  so  did  the  spread 
between  May  and  December. 
The  fundamentals  say  that  this 
spread  should  widen  again. 
However,  hktory  says  it  has  nar- 
rowed in  11  ot  the  past  14  years 
going  into  spring.  You  pay  your 
money  and  take  your  choice. 


May  contract 


11/1  11/15  11/2912/13  12/27  1/10  1/24 


become  a  buyer  of  U.S.  cotton  to 
alleviate  her  shortages.  India  has 
also  experienced  a  substantially 
smaller  crop  than  was  forecast  earli- 
er in  the  growing  season  and  has  cut 
off  exports.  The  Soviets  (the  second- 
or  third-largest  world  producer  after 
China  and  the  U.S.)  have  failed  to 
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What  is  black  and  white* 
influences  the  buying  decisions 
of  8  out  of  lO  women, 
cuts  the  cost  and  time 
of  marketing  your  product— 
and  is  read  all  over? 


WARRANTY  TO  CONeZ 

^Good  Housekeeping' 

PROMISES  ^ 
^&NT  OR  REFUND  ff  5^ 


And  who  else  in  this  business 
promises  money  back 
or  replaces  an  advertised  product 

if  it's  defective? 


Good  Housekeeping 

The  inagay  iiic  women  believe  in. 

Croulev  Survrvi.Int.  %  good  housekeeping  is  a  publication  of  heahst  magazines  a  division  of  the  hearsi  corporation  i9B»  the  hearst  corporation 
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Give 
Blood. 


life. 


Company  blood  drives  are  a 
vital  part  of  our  nation's  blood 

supply.  So  please  have  your 
firm  start  planning  for  a  blood 
drive,  today.  And  you  can  help 
save  many  lives  tomorrow. 


American 
Red  Cross 


+ 


We'll  HelpWill  You? 


n||  A  Public  Service  of  This  Magazine 
Couk"  &  The  Advertising  Council 


111  M0IML-8 

Ristorante  ftaliano 

FORBES,  NEW  YORK  TIMES 
AND  GOURMET 

^1460  SECOND  AVE.,  (76  &  77)  N.Y.C.  535-9310^ 

204 


Contrary  to  popular  belief,  the  relative 
position  of  the  elderly  improved  during 
the  high-inflation  decade  of  the  1970s. 

OLDER  AND  WISER 


By  Srully  Blotnick 


i 


Forbes  was  the  first  major  publica- 
tion to  point  out  that,  far  from  sub- 
sisting on  dog  food,  most  older 
Americans  are  pretty  well  off  (Feb. 
18, 1980).  Recently  published  statis- 
tical analyses  throw  additional  light 
on  the  subject. 

Take,  for  example,  those  relent- 
less annual  increases  in  the  Con- 
sumer Price  Index  that  have  only 
recently  begun  to  slow.  First,  let's 
see  how  bad  it  was  for  workers,  then 
we  will  see  how  retirees  fared.  Real 
wages  grew  slowly  in  the  Seventies. 
For  the  entire  period  from  1970  to 
1978,  real  aftertax  wages  grew  by 
less  than  5%. 

How  did  retirees  do?  Many  reports 
have  been  criticized  as  being  slant- 
ed. But  economists  Michael  Hurd  of 
the  State  University  of  New  York  at 
Stony  Brook  and  John  Shoven  at 
Stanford  are  respected  scholars  with 
no  ax  to  grind,  and  here  is  what  they 
report  in  Financial  Aspects  of  the  U.S. 
Pension  System  (National  Bureau  of 
Economic  Research/University  of 
Chicago  Press,  $47):  "Elderly  house- 
holds had  on  average  52%  as  much 
personal  income  as  the  average 
household  in  1970.  By  1978,  the  rela- 
tive household  personal  income  of 
the  elderly  had  risen  to  58%.  This 
change  in  the  relative  position  of  a 

Dr.  Srully  Blotnick  is  a  research  psychologist 
and  author  of  Getting  Rich  Your  Own  Way 
and  Winning:  The  Psychology  of  Successful 
Investing. 


large  subpopulation  over  such  a 
short  time  is  remarkable." 

Still,  58%  is  less  than  100%.  So, 
aren't  the  elderly  worse  off?  Not 
necessarily.  Remember,  few  still 
have  children  to  support  and  edu- 
cate. A  household  of  older  people  is, 
on  average,  smaller  than  that  of  a 
typical  worker.  Moreover,  many 
older  people  own  residences  pur- 
chased at  a  fraction  of  what  it  costs  a 
new  family  to  acquire  shelter.  If  in- 
come is  only  58%  of  the  average,  the 
demands  on  that  income  are  usually 
less  than  58%  of  the  average. 

That  the  elderly  have  fared  well 
has  to  do  with  politics  and  with  the 
accuracy — or  rather  inaccuracy — of 
the  Consumer  Price  Index  as  a  mea- 
sure of  inflation. 

Over  the  past  15  years,  many 
economists  have  claimed  the  CPI 
overstated  inflation  because  its 
housing  component  assumed  that 
people  bought  rather  than  rented. 
This  concerned  not  only  econo- 
mists but  also  politicians  and  ex- 
ecutives. Why?  Automatic  cost-of- 
living  increases  in  many  wage  con- 
tracts were  pegged  to  increases  in 
the  CPI.  If  the  CPI  was  exaggerating 
inflation,  then  workers  were  more 
than  being  "made  whole";  they 
were  gaining  on  groups  whose  earn- 
ings weren't  tied  to  the  CPI. 

How  accurate  has  the  CPI  been? 
Recently  it  has  been  revised,  but  for 
the  period  from  1967  to  1980  the 
answer  is  "not  very."  During  that 
time  the  CPI  increased  by  147%. 
Yet  a  closer  look  at  the  actual  rise  in 
prices  as  calculated  in  a  National 
Bureau  of  Economic  Research  study 
shows  that  the  real  cost  of  living 
increased  by  128%. 

Now  we  can  answer  the  question 
of  who  was  hurt,  who  was  helped. 
The  people  who  benefited  were  the 
elderly,  since  their  Social  Security 
benefits  were  pegged  to  the  CPI. 


FORBES,  FEBRUARY  27,  1984 


Invest  in  some  of  the  worlds 
fastest  growing  areas. 


MONEY  &  INVESTMENTS 


Those  whose  relative  position  wors- 
ened were  workers  whose  wage 
gains  had  no  CPI  cost-of-living  esca- 
lator— that  is,  the  majority  of  civil- 
ian employees. 

In  short,  when  workers  com- 
plained they  were  being  hurt  by  in- 
flation, they  were  right.  But  the 
same  evidence  shows  that  the  elder- 
ly were  not  similarly  hurt. 

Many  readers  will  be  surprised  to 
learn  that  the  wealth  of  the  elderly 
increased  relative  to  the  working 
population,  just  as  their  incomes 
did.  Wealth  is  a  more  revealing  mea- 
sure of  economic  well-being  than  is 
income,  since  wealth  reflects  per- 
manent economic  status.  For  the 
elderly,  this  measure  is  especially 
significant,  since  savings  and  Social 
Security  are  often  their  only  sources 
of  income. 

Well,  how  did  the  value  of  the 
houses,  bonds,  stocks  and  private 
pensions  of  the  elderly  fare  during 
the  1970s?  Hurd  and  Shoven's  an- 
swer is:  "The  popular  conception  is 
that  the  elderly  are  vulnerable  to 
inflation;  yet,  during  the  1970s,  the 
elderly  gained  in  wealth."  It's  be- 
yond question  that  there  are  some, 
even  many,  elderly  individuals 
whose  financial  positions  are  still 
precarious  (estimates  are  17%  to 
25%),  but  the  overall  picture  is  sur- 
prisingly good — and  improving. 

My  own  findings  support  this  po- 
sition. The  elderly  investors  in  my 
sample  did  better  during  the  past  18 
months  than  those  half  their  age. 
Comparing  the  performance  of  70- 
and  35-year-olds  with  similar  port- 
folios of  stocks,  the  old  boys  beat 
out  the  young  ones  by  nearly  37%. 
Why?  They  didn't  rush  to  sell  when 
the  market  turned  around  in  1982 
but  held  for  the  longer  rise.  They 
tended  to  be  investors,  not  specula- 
tors like  so  many  younger  people. 

Then,  too,  the  older  folks  owe 
something  to  Paul  Volcker.  Since 
many  live  on  their  previous  savings, 
they  have  been  prime  beneficiaries 
of  today's  high  interest  rates. 
There's  a  big  difference  between  the 
old  5%  return  from  S&L  deposits 
and  today's  9%  on  money  market 
funds,  to  say  nothing  of  nearly  12% 
on  U.S.  Treasury  bonds. 

All  this  is  not  to  say  that  there 
aren't  a  lot  of  needy  elderly  in  our 
society,  but  as  a  class,  the  silver- 
haired  set  has  done  well  for  itself  in 
recent  years.  ■ 


The  T.  Rowe  Price  International  Fund.  Today,  nearly  half  of  the 
world's  stock  market  capitalization  exists  outside  of  the  U.S.  Leading  com- 
panies in  several  foreign  countries  may  provide  superior  rates  of  return, 
while  also  offering  a  valuable  source  of  portfolio  diversification. 

The  T.  Rowe  Price  International  Fund  lets  you  participate  in  some  of  the 
most  dynamic  economies  in  the  world.  It  also  provides  the  convenience  and 
investment  ease  of  a  U.S. -based  no-load  mutual  fund.  No  sales  commis- 
sions. Low  minimum  initial  investment  of  $1,000.  Subsequent  minimums 
of  $100.  Call  today:  1-800-638-5660. 

T.RoweRice 

Invest  With  Confidence 

YES!  Please  send  me  a  free  International 
Fund  information  kit  and  prospectus,  with 
more  complete  information  including  man- 
agement fee  and  other  charges  and  expenses. 
I  will  read  it  carefully  before  I  invest. 
Also  send  me  a  free  information  kit  for: 
□  IRA   □  Keogh 

Name 
Address 

City  State  Zip     I  209 

T.  Rowe  Price,  100  East  Pratt  Street, 
r     Baltimore,  MD  21202 

T  Rowe  Price  Marketing.  Inc  .  Distributor. 


Fidelity  Freedom  Fund. 

The  aggressive  stock  fund 
specially  for  IRAs. 


Fidelity  Freedom  Fund  is  an 
aggressive  fund  that  pursues  the 
most  promising  opportunities  in 
the  market.  But,  unlike  most 
stock  funds,  this  fund  has  the  free- 
dom to  "lock  in"  short  term  gains 
and  move  quickly  as  market  con- 
ditions change.  That's  because 
Freedom  is  available  only  to  tax- 
qualified  plans  (like  IRAs).  So  the 
fund's  managers  can  concentrate 
on  which  security  to  own -and 
not  worry  about  the  tax  conse- 
quences of  buying  and  selling. 

No  sales  charge. 

You  can  open  your  IRA  in  Free- 
dom Fund  with  only  $500.  There 
are  no  sales  charges.  With  The 
Investor's  IRA  from  Fidelity 
you'll  have  the  flexibility  to 


exchange  among  15  different 
Fidelity  funds. 

Call  now  or  write  for  a  free 
information  kit. 

Call  toll  free. 
1-800-225-6190. 

In  Mass.  call  collect  617-523-1919. 

rFREEDOM~FUND1 

Write  to  Fidelity  Investments  p  73 

P.O.  Box  832,  Dept.  J B  022784 

82  Devonshire  St.,  Boston,  Mass.  02103 

For  more  complete  information  on  The  Investor's 
IR.A  including  management  fees  and  expenses 
please  call  or  write  for  a  free  prospectus.  Read  it 
carefully  before  you  invest  or  send  money 

FIDELITY 
INVESTMENTS 
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Index  of  companies  covered  in  news  stories  and  by  the  columnists 

in  this  issue.  Each  reference  is  to  the  first  page  of  the  story  in  which  the  company  name  appears. 


AB  SKF  (Sweden)   60 

Adac  Laboratories    89 

Air  1    84 

Alco  Industries    12 

Alco  Standard    12 

American  Can    124 

American  Express   12,  190 

American  Telephone  &  Telegraph    8 

Amray    162 

ANR  Pipeline    195 

Apple  Computer   121,  162 

Archcr-Danicls-Midland   195 

A/SM  Communications    94 

Baldwin-United    12 

Bayerische  Motoren  Werke,  AG  |W.  Germany)    104 

Bearings    60 

Bell  &  Howell  '.   177 

Biotechnology  Development    132 

Bird   176 

Boeing    158 

Bradford  Exchange   180 

British  Leyland  |U.K.)    104 

Bureau  of  National  Affairs    177 

Bums,  Pauh  &  Co    84 

Cadec  Systems    132 

Central  Ice  Cream   178 

CertainTeed   176 

Chemical  New  York    97 

Chicago,  Rock  Island  &  Pacific  Railroad   124 

Coastal   124 

ConAgra   10 

Consolidation  Coal    178 

Cordis    149 

Crain  Communications    94 

Daimler-Benz  |W.  Germany)    36,  104 

Denning  Mobile  Robotics   132 

Diamond  Crystal  Salt    129 

Diasonics    89 

Doron  Precision  Systems   158 

Dow  Jones   73 

E.I.  Du  Pont  de  Nemours    14,  178 


F  Eberstadt  &  Co   89 

Federated  Department  Stores   .\....  196 

Flexible  Computer    132 

Ford  Motor   73,  104 

General  Electric    25,  121  158 

General  Motors  *   38,  104,  183 

Georgia-Pacific    176 

Getty  Oil   25 

Goldman,  Sachs    12 

Hambrccht  &  Quist    89 

Hammacher  Schlcmmer   180 

Heizer    200 

Holly    124 

Honda  ||apan)    36 

Houston  Natural  Gas   124 

Illinois  Coil  Spring   12 

Intel  medics    149 

International  Thomson  Organisation  Ltd  (Canada)  .  177 

International  Business  Machines    183,  184 

laguar  Cars  Ltd  |U  K.)    104 

|im  Walter    176 

Eh  Lilly    196 

Lord  &  Burnham    166 

LTV   25 

LyphoMed   96 

Manville    176 

Marline  Oil   81 

McAlpine  &  Sons  |U.K.|    109 

McCormick  &  Co   58 

McCormick  Properties    58 

McDonald's    178 

McDonnell  Douglas    196 

Medtronic    149 

Merrill  Lynch    12,  200 

Microelectronics  &  Computer  Technology    110 

Morgan  Stanley    195 

Nanometrics   162 

Narragansctt  Capital   200 

National  Education    177 

National  Intergroup    124 

National  Steel    25 


lames  Neill  Holdings  (U.K.)    109 

New  York  Times    73 

North  Fork  Bank  &  Trust   97 

Osborne  Computer    121 

Owens-Corning    176 

Ozark  Air  Lines   84 

Pacesetter  Systems   149 

Paine  Webber   12 

People  Express  Airlines    84 

PepsiCo   121 

Phoenix  Mutual  Life  Insurance   198 

Producers  Sales  Organization    154 

Pro-Med  Capital    65 

Prudcntial-Bache    12 

Ouality  Testing  Associates    54 

Rayscarch  Associates    132 

Republic  Steel    25 

R.|  Reynolds    38,  196 

Rolls-Royce  Ltd  (U  K.)    25 

L  F  Rothschild,  Unterberg,  Towbin   89 

Royal  Dutch/Shell  (Holland;  U.K.)    124 

Salomon  Brothers    124 

Scott  Science  &  Technology    132 

CD.  Searle   129 

Sherwood  Securities   84 

Singer    158 

Sunrise  Savings  &  Loan  Association    64 

Texaco    25,  129 

I  Walter  Thompson    121 

Thomson  Newspapers    177 

Timken    60 

Trans  World   84 

Tyler   92 

Union  Carbide    81 

United  States  Steel   25,  124 

United  Technologies   25 

Warner  Communications    110 

Washington  Post    73 

Weyerhaeuser   .'   48 

Wing  On  Bank  (Hong  Kongl    84 

Xenerex  92 
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Flashbacks 


"The  more  things  change.  .  .  ." 
Items  from  past  issues  of  Forbes 


In  1924  J  P  Morgan  gave  his  priceless 
library  to  the  public  by  establishing  the 
Morgan  Library  in  New  Y  ork  City 


Sixty  years  ago  in  Forbes 

YFrom  the  issue  of  March  1,  1924) 

("Almost    without    exception,  the 

many  southern  business  and  financial 
jleaders  I've  talked  with  expect  Calvin 
Coolidge  to  be  the  next  President  of 
[the  United  States.  McAdoo's  involve- 
ment in  the  oil  investigation,  it  is 
generally  agreed,  means  his  elimina- 
tion as  a  promising  contestant.  Even 
those  who  argue  that  the  public  will 
pome  to  realize  that  he  did  nothing 
{questionable  .  .  .  admit  that  the  na- 
tionwide publication  of  the  large  in- 
home  he  has  enjoyed  is  sure  to  turn  a 
[very  large  number  of  working-class 
people  against  him.  Wage  earners,  it  is 
reasoned,  will  now  look  upon  Mc- 
f\doo  as  a  'bloated  millionaire'  accus- 
jtomed  to  hobnob  with  the  rich.  ..." 

— B.C.  Forbes 


pdkane's  Davenport  Hotel  was  consid- 
ered in  1924  to  be  one  of  the  U.S.  'finest 


"Insurance  companies  operating  un- 
der the  National  Bureau  of  Casualty  & 
Surety  Underwriters  announce  an  av- 
erage reduction  of  5%  for  automobile 
accident  insurance  and  considerably 
higher  reductions  for  the  South  and 
West.  By  a  detailed  investigation  it  has 
been  found  that  automobile  owners 
are  not  safer  drivers  than  wives,  sons, 
daughters  or  employees,  and  personal 
restrictions  on  policies  have  been  re- 
scinded in  accordance  with  the  find- 
ings. But,  on  the  other  hand,  accident 
scores  of  different  cities  were  found  to 
vary  largely.  .  .  .  Risks  and  rates  grade 
downward,  by  cities,  in  the  following 
order:  New  York  City,  Buffalo,  Phila- 
delphia, Boston,  Jersey  City  and  Cleve- 
land, Providence  and  St.  Louis,  Chica- 
go and  Pittsburgh." 

"The  present  immigration  law  ex- 
pires June  30  next,  and  a  new  bill 
must  be  passed  and  signed  before  that 
time  if  the  present  policy  of  protect- 
ing the  labor  market  is  to  be  contin- 
ued. Representative  Johnson  of  Wash- 
ington, chairman  of  the  House  Immi- 
gration Committee,  has  prepared  a 
measure  meeting  with  the  approval  of 
14  members  of  the  committee, 
against  3  dissenting  members. 

"The  new  bill  provides  for  a  change 
in  the  quota  basis  from  the  census  of 
1910  to  that  of  1890,  and  reduces  the 
percentage  from  3  to  2.  .  .  .  Secretary 
Hughes  has  asked  that  the  Japanese  be 
placed  on  the  same  plane  with  others. 
Western  representatives  have  protest- 
ed vigorously  to  this  idea  of  equality." 


Fifty  years  ago 

(March  1.  1934) 

"At  a  time  when  war  talk  resounds 
round  the  world,  when  every  leading 
nation  is  eager  to  expand  and  improve 
its  air  forces,  Washington  arbitrarily, 
precipitately,  shortsightedly  deals 
American  aviation  a  major  blow,  the 
severest  blow  in  its  power.  Without 
extending  the  historic,  constitutional 
right  of  a  fair  trial,  Washington  sum- 
marily punishes  the  companies  that 
have  done  most  to  develop  American 
aviation.  Sudden  cancellation  of  all 
airmail  contracts,  without  affording 
the  victims  their  day  in  court,  savors 
of  an  autocracy  rather  than  a  democ- 
racy. Is  it  a  foretaste  of  what  we  may 
expect  if  bureaucracy  attains  untram- 
melcd  power?" 

"When  I  meet  an  investor  and  he  starts 
talking  stocks,  I  can  usually  spot  from 
his  first  word  whether  he  is  a  financial 
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success  or  a  chronic  flop.  .  .  . 

"If  he  begins:  'When  will  stocks  be  a 
purchase?'  my  first  thought  is  that  he 
is  a  potential  profitmaker.  If  he  be- 
gins: 'What  stocks  are  a  purchase?'  I 
know  that  I  am  talking  with  a  prob- 
able loss-taker.  .  .  .  The  black-ink  in- 
vestors are  always  thinking  of  When 
to  buy  or  sell.  The  red-ink  investors 
are  always  thinking  of  What  to  buy  or 
sell." 

— Financial  adviser  Roger  W.  Babson 


Financial  adviser  Roger  W.  Babson 


"The  average  wage  paid  Chevrolet 
workers  is  approximately  69  cents  an 
hour  as  compared  with  a  code  mini- 
mum of  43  cents,  M.E.  Coyle,  general 
manager  of  Chevrolet,  said  recently. 
'Present  hourly  rates  are  20%  above 
those  of  a  year  ago,'  he  added,  'and 
equal  to  those  in  effect  in  1929.'  " 


Twenty  five  years  ago 

(March  1.  1959) 

"For  a  good  half  decade,  U.S.  rubber 
fabricators  have  been  gradually  letting 
the  air  out  of  one  of  Wall  Street's 
favorite  theories:  that  the  tiremakers, 
like  their  product,  must  take  a  bump 
every  time  auto  production  hits  a 
chughole.  Last  year  auto  output  hit  a 
deep  one,  dropped  a  mighty  3 1  %  to  the 
lowest  level  since  1949,  and  the  rubber 
companies'  shock  absorbers  were  put 
to  one  of  their  severest  tests  yet. 

"Last  month  Goodyear  Tire  &  Rub- 
ber Co.,  biggest  of  the  nation's  rubber 
producers,  released  its  annual  report 
and,  in  the  process,  proved  that  its 
shock  absorbers  were  working  very 
well.  Chairman  Edwin  J.  Thomas  re- 
ported sales  off  just  4%  to  $1.4  billion 
and  net  profits  up  a  slight  1.4%.  .  .  ." 
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Our  strength  grows 
out  of  our  weaknesses. 
Ralph  Waldo  Emerson 


Perfection  is  beyond  humanity, 
but  that  does  not  mean  we  should 
abandon  excellence  as  our  goal. 
Thomas  W.  Faranda 


One  brave  deed  makes  no  hero. 
John  Greenleaf  Whittier 


He  who  stops  being  better, 
stops  being  good. 
Oliver  Cromwell 


The  highest  reward  that  God 
gives  us  for  good  work  is 
the  ability  to  do  better. 
Elbert  Hubbard 


A  Text . . . 

Ye  shall  do  no 
unrighteousness  in 
judgment:  thou  shalt 
not  respect  the  person 
of  the  poor,  nor  honour 
the  person  of  the  mighty: 
but  in  righteousness  shalt 
thou  judge  thy  neighbor. 
Leviticus  19:15 


Sent  in  by  Clyde  D.  Allen,  Coleman,  Tex. 
What's  your  favorite  text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Business  of  Life  is 
presented  to  senders  of  texts  used. 


Every  human  being  has  a  work 
to  carry  on  within,  duties  to 
perform  abroad,  influence 
to  exert,  which  are  peculiarly 
his,  and  which  no  conscience 
but  his  own  can  teach. 
William  Ellery  Channing 


The  best  bet  is 
to  bet  on  yourself. 
Arnold  Glasow 


Thoughts 

on  the  Business  of  Life 


A  Thoroughbred  doesn 't  need 
much  whipping.  He  does  his 
best.  The  man  who  in  the  end 
counts  is  he  who  refuses  to 
take  the  count. 
B.C.  Forbes 


A  stout  heart  breaks  bad  luck. 
Miguel  de  Cervantes 


Give  us  the  man  of  integrity, 
on  whom  we  know  we  can 
thoroughly  depend;  who  will 
stand  firm  when  others  fail. 
Arthur  P.  Stanley 


The  greatest  test  of  courage 
is  to  beat  defeat  without 
losing  heart. 
Robert  Ingersoll 


Excellence  is  everything. 
Because  mediocrity  is  nothing. 
James  D.  Donovan 


The  price  of  excellence 
is  discipline.  The  cost  of 
mediocrity  is  disappointment. 
William  A.  Ward 


Self-improvement  is  the  name 
of  the  truly  satisfying  game, 
and  your  primary  objective  is 
to  strengthen  yourself,  not 
to  destroy  an  opponent. 
Maxwell  Maltz 


More  than  3,000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  574- 
page  book  at  $13.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Ave.,  New  York,  N.  Y. 
10011.  Add  appropriate  sales  tax  on  New 
York  State  orders. 


One  cannot  be  pulled  up  to 
a  great  height.  Only  a  short 
distance  can  you  be  lifted 
by  your  arms.  But  by  climbing 
with  your  feet  and  stepping 
on  solid  ground  below,  you 
can  climb  mountains. 
Louis  D.  Brandeis 


Most  of  us  expect  too 
much  from  others  and 
not  enough  from  ourselves. 
William  Feather 


Don't  expect  to  build  up  the 
weak  by  pulling  down  the  strong. 
Calvin  Coolidge 


We  are  all  ready  to  be  savage 
in  some  cause.  The  difference 
between  a  good  man  and  a  bad 
one  is  the  choice  of  the  cause. 
William  James 


There  is,  in  addition  to  a 
courage  with  which  men  die, 
a  courage  by  which  men  must  live. 
John  F.  Kennedy 


In  this  age,  the  man  who 
dares  to  think  for  himself 
and  to  act  independently 
does  a  service  to  his  race. 
John  Stuart  Mill 


Character  and  personal 
force  are  the  only 
investments  worth  anything. 
Walt  Whitman 


I  believe  that  any  man's  life 
will  be  filled  with  constant 
and  unexpected  encouragement, 
if  he  makes  up  his  mind  to 
do  his  level  best  each  day, 
and  as  nearly  as  possible 
reach  the  high-water  mark 
of  pure  and  useful  living. 
Booker  T.  Washington 


Men  do  not  fail; 
they  give  up  trying. 
Elihu  Root 
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YOU  DON'T  LIVE  IN  ONE  ROOM  AT  HOME. 
WHY  LIVE  IN  ONE  ROOM  AWAY  FROM  HOME? 


Staying  in  one  room  is  no  way  to  live.  Or  travel.  Stay  at 
Guest  Quarters,  where  there  are  suites,  and  nothing  but 
spacious,  comfortable  suites,  exclusively.  That's  living. 
Instead  of  a  bed-surrounded-by-four- walls,  you  get  a  bedroom, 
living  room,  dining  area,  full  kitchen,  all  for  the  same  price  as  a 
single  room  at  other  fine  hotels .  s?=~t  m  . .  ^u^r=j 

Plus,  you  get  Guest  Quarters'  answer  to  room  V\^J|tiyj||^^^jil 
service:  Suite  Service.  We  can  serve 
you  a  gourmet  dinner,  cater  your  party 


or  meeting,  right  in  your  suite. 
We  can  even  prestock  your  pantry, 
bar,  or  refrigerator. 

Stay  at  Guest  Quarters.  And  find  out 
for  yourself  why  so  many  people  who 
have  never  stayed  at  Guest 
Quarters  before,  will  never 


s*,,,. .  ,  .  x  3=,^^    stay  anyplace 

Qp^MffU^  elseagain 

THE  ALL  SUITE  HOTE  LS 
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Call  toll  free 


800  424-2900 

In  Washington.  DC.  call  861-6610 
or  call  your  travel  consultant 


WASHINGTON.  DC       HOUSTON.  TX     ATLANTA,  GA 

801  New  Hampshire  Ave  N  W     5353  Westheimer  Rd      1 1 1  Perimeter  Center  West 
2  500  Pennsylvania  Ave.  NW      2029  Post  Oak  Blvd        7000  Roswell  Rd 

ALEXANDRIA.  VA    GREENSBORO  NC    TAMPA.  FL  CHARLOTTE. 


100  S  Reynolds  St 


5929  W.  Friendly  Ave 


Fall  1984 


Fall  1984 


XEROX 


Now  Xerox 


for  the  price  of  one. 

}•*, 


offers  the  best 
of  both  worlds 


For  the  first  time  ever, 
you  can  get  the  most 
advanced  Xerox 
manufacturing 
software,  plus  an  IBM 
■mainframe  computer, 
in  one  complete, 
affordable  system. 

The  Xerox  Turnkey  Manufacturing 
i  System  includes  everything  you  need  for 
dependable,  comprehensive  information 
management. 

Yet,  because  it's  an  off-the-shelf  sys- 
tem, you  can  get  it  fully  installed  at  a 
l  price  you  never  thought  possible. 

This  new  system  has  an  advanced 
architecture  that  completely  integrates 
manufacturing,  financial  and  distribu- 
tion applications,  personal  computing, 
information  center  software,  decision 
support  systems,  a  database  manager  and 
fourth-generation  languages. 

However,  it's  so  simple  to  use,  your 


current  personnel  can  develop  their  own 
applications  and  handle  their  own  infor- 
mation needs  without  help.  So  there's  no 
data  processing  staff  to  hire. 

Which  means  you  get  fast,  economical 
installation,  plus  immediate  payback  in 
improved  productivity  and  management 
control.  All  with  minimum  overhead. 

Xerox  Computer  Services  technical 
experts,  who  thoroughly  understand  the 
manufacturing  business,  will  help  you 
with  everything.  From  initial  site  plan- 
ning, to  telephone  hotline  support  after 
you're  up  and  running. 

Of  course,  full  documentation,  train- 
ing and  software  maintenance  are  also 
part  of  the  package. 

But  best  of  all,  as  your  business 
expands  and  it's  time  to  move  to  a  larger 
computer,  you'll  still  be  able  to  run  the 
same  software  on  any  IBM  mainframe, 
starting  with  the  smallest  4300  series 
system  up  through  the  powerful 
3084  model. 

So  if  you're  looking  for  better  control 
over  your  operations,  but  are  concerned 
about  finding  a  system  that  really  fits 
your  requirements  and  budget,  let  us  tell 


you  about  our  simple  solution . . .  the 
Xerox  Turnkey  Manufacturing  System. 

Call  Ron  Rich  at  (213)  306-4000,  or 
mail  in  our  coupon,  and  we'll  send  you 
complete  information  and  pricing 
details. 

xF^oTco\TpTrrER^RVTCEs^ 

c/o  Ron  Rich,  5310  Beethoven  Street 
Los  Angeles,  California  90066 
Your  ad  was  very  timely.  We're  planning 
on  buying  a  new  system  within  □  30  days 

□  90  days  □  6  months  □  1  year. 

□  Have  a  sales  rep  call  me  immediately. 

□  Send  me  more  detailed  information. 

Name/Title  


Company . 
Street  


City  _ 
State 


Zip . 


Phone  

Xerox®  is  a  trademark  of  XEROX  CORPORATION.  FO/03/12/84 
IBM*  is  a  trademark  of  International  Business  Machines  Corporation- 
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MUZAK  is  a  registered  trademark  and  service  mark  of  Mu/ak.  a  unit  ol  Group  W 


It  helps  lessen 
the  boredom  of  dM&P  j* 


Muzak. 
You  can't  dance 
to  our  music. 
You  can't  sing  to  it. 


So  what  good 


is  it? 


'e  admit  our  music 
won't  get  your  fingers 
snapping  or  your  toes 
tapping. 

And  even  though  most  of 
our  selections  are  familiar, 
people  often  don't  even 
notice  our  performances. 


Which  is  just  the  way 
we  want  it. 

For  at  Muzak,  we 
design  our  music 
not  for  easy  lis- 
tening, but 
for  easy 
working. 
You  think 
to  it.  Produce  to  it.  But 
most  importantly, 
your  business  saves 
money  to  it. 
That's  because 
our  music 

allows  your 
employees 
to  better 
reach  their 
potential.  It 


reduces  stress,  reduces  ter 
sion,  and  reduces  fatigue. 

Astonishing  claim?  Not 
companies  like  Seagram, 
ADP,  and  the  American 
Management  Association. 
They  discovered  what  tho 
sands  of  others  have 
learned:  music  created  by 
Muzak  is  a  valuable  tool,  i 
tool  that  actually  allows 
employees  to  feel  better, 
think  better  and  work 
better. 

And  that  saves  money. 

Here's  how  it  works. 
First,  we  arrange  a  wide 
variety  of  musical  selectioi 
from  well-known  standard 


GROUP 


w 


WESTINGHOUSE  BROADCASTING  AND  CABLE.  INC 


Our  music  helps 
reduce  on-the-job 
stress. 


:o  content 
Dorary  pop, 
:hen  record 
:hem  with  full 
orchestration.  We  then  care- 
fully program  the  perform- 
mces  in  a  uniquely  bal- 
inced  way  to  create  an 
ionosphere  that  gives  peo- 
3le  a  lift,  while  at  the  same 
:ime  reducing  stress. 

And  since  stress  leads  to 
:atigue,  and  fatigue  leads  to 
nistakes,  our  music  actually 
Dreaks  the  cycle,  reducing 
:he  kinds  of  errors  that  com- 
monly result  from  routine 
work. 

Which  can  lead  to 
substantial  savings 
for  you.  Especially 
when  you  consider 
:he  fact  that  the 
:ost  of  our  service  is 
surprisingly  low. 

Take  the  case  of 
Dne  large  company 
:hat  installed  us  in 
their  data  processing 


We  can  help  prevent 
careless  errors. 


department. 

Transactions 
increased  by  25%  while 
errors  decreased  21%. 
A  major  cosmetics  manu- 
facturer was  delighted  to 
discover  we  helped  reduce 
shipping  errors  by  16%. 

And  another 
Fortune  500 
company  found  that 
90%  of  their  employees 
reported  work  to  be  more 
enjoyable  since  we  became 
part  of  their  office  system. 


Imagine  what  it  can  do 
for  your  company — in  your 
accounting  department. 
Your  shipping  department. 
Your  data  processing  depart- 
ment. 

Or  any  department  where 
the  routineness  of  the  job 
could  get  the  best  of  your 
employees. 

Then  call  Muzak  at 
1-800-323-1000,  or  write 


to:  Muzak,  P.O.  Box  5088, 
Des  Plaines,  111.  60016. 

We'll  analyze  your  busi- 
ness needs  and  show  you 
exactly  where  and  how  we 


Our  music  helps  create 
a  better  environment. 


can  help  you  improve  your 
performance  with  our  per- 
formances. 

Without  giving  you  a 
song  and  dance. 


MUZAK 


Sound  Business  Solutions 


S     Supplier  of 
f  Programmed  Music  Services 
%   to  the  1984  Olympic  Games 
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The  UNIX  strategy 

That  AT&T  plans  challenging  IBM's  computer  dominance  is  hard- 
ly news.  But  how?  How  does  a  reformed  utility  company  like 
AT&T  expect  to  take  on  the  master  of  marketing?  We  asked 
Kathleen  Wiegner,  of  our  West  Coast  Bureau,  to  find  out.  In  the 
cover  story  this  issue,  Wiegner  tells  why  AT&T's  UNIX  operating 
system  poses  a  significant  challenge  to  IBM.  The  article  was 
written,  by  the  way,  with  only  minimal  help  from  AT&T,  which  is 
understandably  reluctant  to  reveal  its  computer  strategy.  Never- 
theless, we  think  Wiegner  has  got  it  right.  Story  starts  on  page  141. 


Heat  and  dust — and  progress 

Except  when  there  is  a 
particularly  bloody  re- 
ligious riot  or  when 
someone  discovers  for 
the  thousandth  time 
that  the  local  rich  are 
very  rich  and  the  poor 
very  poor,  Americans 
get  remarkably  little 
news  about  what  is  go- 
ing on  in  the  world's 
largest  democracy,  In- 
dia. How  many  realize, 
for  example,  that  India 
has  become  one  of  the 


Pi 

m 

Michaels,  Michaels  and  Gandhi 


world's  dozen  biggest  industrial  economies?  Or  that  the  nation  has 
almost  trebled — trebled — food  grains  production  in  35  years?  That 
India's  closeness  with  the  Soviet  Union  has  little  to  do  with 
ideology  and  much  to  do  with  realpolitik? 

I  spent  three  weeks  in  India  recently,  my  fifth  visit  in  a  dozen 
years,  and  was  struck  by  the  progress  and  vitality  the  country 
displays  in  the  face  of  crushing  problems.  I  found  Indians,  both  in 
business  and  in  government,  frustrated  by  what  they  regard  as  a 
lack  of  understanding  by  Americans  of  Indian  realities.  The  high- 
light of  the  reporting  trip  was  a  long  and  frank  interview  with 
Prime  Minister  Indira  Gandhi;  assisting  me  in  the  interview  was 
Joyce  Rowe  Michaels.  The  gist  of  the  interview  with  the  prime 
minister  plus  my  own  impressions  are  contained  in  the  story 
beginning  on  page  164. 


Have  you  listened  to  Forbes  lately? 

Quietly  but  with  growing  success,  Forbes  is  becoming  an  impor- 
tant presence  in  radio  news.  Started  four  years  ago  on  a  handful  of 
stations,  the  Forbes  Magazine  Report  can  now  be  heard  ten  times  a 
week  on  282  U.S.  radio  stations.  The  two-minute  broadcasts, 
narrated  by  Charleye  Wright  and  Suzanne  Reynolds,  are  produced 
by  Radio  Works  and  feature  highlights  from  the  current  issue  of 
this  magazine.  If  you  haven't  listened  to  it  yet,  you  owe  it  to 
yourself  to  do  so. 


Editor 
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"Wang  will  go  to  the  ends 
of  the  earth 


for  your 
business." 


VERMONT 

White  River  Junction 
VIRGINIA 

Chesapeake/  Hampton  /Richmond  / 
Roa  noke  /  Rosslyn  /  Vien  na 
WASHINGTON 

Richland  /  Seattle/  Spokane  /  Tacoma 
WEST  VIRGINIA 
Charleston 
WISCONSIN 

Brookfield  / Green  Bay  /  Madison  / 


At  Wang  we  build  some  of  the  most  innovative  products 
in  the  business. 

And  we  sell  them  all  over  the  world. 

But  walk  into  any  one  of  the  Wang  offices  listed  below 
and  you'll  find  something  that's  even  more  impressive. 

People. 

People  who  understand  how  your  people  work.  No 
matter  what  country  they  work  in. 

People  who  will  make  sure  everything  works  the  way 
we  promise. 

Today  we  have  the  technology  and  the  people  to  auto- 
mate your  offices  in  over  100  countries  around  the  world. 
Together,  they  make  a  world  of  difference. 


ALABAMA 

Birmingham/ Mobile/ Montgomery 
ALASKA 

Anchorage /Fairbanks/Juneau 
ARIZONA 

Ft  Huachuca/Phoenix/Tucson 

ARKANSAS 

Little  Rock 

CALIFORNIA  _ 

Anaheim/      „  «- 


LOUISIANA 

Baton  Rouge/Latayette/Metairie/ 

Shreveport 

MAINE 

Bangor/ Portland 
MARYLAND 

Baltimore/Bethesda/ 
Rockville'lowson 


INTERNATIONAL  OFFICES 
ANTIGUA 

Barbados  Business  Machines  Ltd 
Bridgetown,  Barbados 
ARGENTINA 
steco,  S  A.  Buenos  Aires 
AUSTRALIA 

Wang  Computer  Ply ,  Ltd  Adelaide.  S  A  / 
Alexandria.  N  S.W/Bankstown,  N  SW/ 
Brisbane.  Qld.  /  Canberra.  ACT/  Eastwood, 
S  A  /  Eppmg,  NSW/  Forlitude  Valley,  Qld,  / 
Hobart (Tasmania)/ Melbourne, Vic  /Perth, 
W.A  /  Sydney,  NSW/  lownsville.  Qld  / 
Zetland.  N  SW 
AUSTRIA 

WangGesellschalt  m  b  H  Linz/Vienna 
BAHAMAS 

Office  Systems  (Bahamas)  Ltd  Nassau 
BAHRAIN 

Almoayyed  International  Scientific  & 
Industrial  Technology  Manama 
BARBADOS 

Barbados  Business  Machines  Ltd : 

Bridgetown 

BELGIUM 

Wang  Europe  S  A  /  N  V  Brussels 
BERMUDA 

Data  Services  (Bermuda)  Ltd  Hamilton 
BOLIVIA 

Sisleco.  Ltda,;  La  Paz 
BOTSWANA 

Data Processing(Pty) Ltd  Gaborone 
BRAZIL 

Sisleco.  Sistemas  de  Compulacao,  Ltda, 

Riode  Janeiro 

CANADA 

Wang  Canada  Limited  Burlington, 
Ontario/Calgary,  Alberta/Don  Mills 
(Toronto),  Ontario/ Edmonton,  Alberta/ 


FINLAND 

OYFindipAB  Helsinki 
FRANCE 

Wang  France  S  A  :  Bordeaux/Clermont- 
Ferrand /Grenoble/  Lille/  Lyon/  Marseille/ 
Nantes/ Nice/ Paris/ Rouen/ RungisCedex/ 
Strasbourg 
GAMBIA 

F  &  F  Electronics  Inc  Monrovia,  Liberia 
GHANA 

Computer  Services  Ltd.:  Accra 
GREAT  BRITAIN 

Wong  I U  K  )  Ltd  Birmingham  /  Leeds  / 
London  /  Manchester  /  Stockport 
GREECE 

Lantec  S.A  Athens 
GRENADA 

Barbados  Business  Machines  Ltd.: 

Bridgetown,  Barbados 

GUAM 

Pacific  Data  Systems  Tamumng 
GUATEMALA 

Computos  y  Communicaciones  Avanzados. 

S  A  Guatemala  City 

GUINEA 

F  &  F  Electronics  Inc  Monrovia,  Liberia 
HONDURAS 

Datum. S  A  deC  V  Tegucigalpa 
HONG  KONG 

Wang  Pacific  Limited  Hong  Kong 
ICELAND 

Heimilistaeki  S/F  Reykjavik 
INDIA 

Digitron  Computers  Pvt..  Ltd  :  Bombay 
INDONESIA 

PT  Metrodata  Indonesia  Jakarta/ 

Surabaya  /Medan 

IRELAND 

Wang  Ireland  Limited:  Clondalkin/  Dublin 
ISRAEL 

Dror  Computer  Systems  Ltd  i  Tel  Aviv 
ITALY 

Wang  Italia  S  P  A  Milan/Rome 
IVORY  COAST 

Datatechnique/WANG  Abidjan 
JAMAICA 

Webb,  Terrelonge,  Gibbs  &  Co  ,  Lid 

Kingstori 

JAPAN 

Wang  Computer  Lid  Tokyo 
JORDAN 

Comcent  Trading  & 
Contracting  Co  Amman 


Bakersfield  / 
Burlingame/ 
Carson /Century 
City /Culver 
City/Emeryville/ 
Fresno/ 

Livermore/Long  \$ 
Beach/LosAngeles/  itA 
Marina  Del  Rey/  ^ 
N  Hollywood/Orcutt/ 
Sacramento /San 
Bernardino/San  Diego/ 
San  Francisco/San  Jose/ 
San  Mateo/Santa  Clara/ 
Stockton /Ventura/ 
Woodland /Wood land  Hills 
COLORADO 

Colorado  Sprmgs/Durangc 
Englewood/Grand  Junclioi 
Walerton  /  Westminster 
CONNECTICUT 
Danbury/Farmington/ 
New  Haven /Stamford 
DELAWARE 
Claymont 

DISTRICT  OF  COLUMBIA 

Washington 
FLORIDA 

Altamonte  Springs/Coral  Gables/ 
Hollywood/ Jacksonville/Miami/  Newberry/ 
Oflando/  Palm  Bay/  Palm  Beach  Gardens' 
Pensacola  /  Sarasota  /  Tallahassee  /Tampa 
GEORGIA 

Atlanta  /  Augusta  /  Martinez  /  Savannah 
HAWAII 

Honolulu/Wailuku 
IDAHO 

Boise /Twin  Falls 
ILLINOIS 

Arlington  Heights/Champaign /Chicago/ 
Morton/Oak  Brook/Park  Ridge/Quincy/ 
Rockford  /  Rock  Island  /  Rolling  Meadows  / 
Rosemont/ Springfield 
INDIANA 

Carmel  /  Evansville /  Fort  Wayne / South  Bend 
IOWA 

Cedar  Rapids/ Oes  Moines 
KANSAS 

Overland  Park/Shawnee 
Mission  /  Topeka  /  Wichita 
KENTUCKY 

Lexington/Louisville 


MASSACHUSETTS 
jtfi   Bedford/ Boston/ Brockton 
Burlington/ Buzzards  Bay/ 
v  Chelmsford  /Easton/ 
Holyoke/ Lawrence/ Lowell 
Methuen  /  N  Chelmsford  / 
Tewksbury/ Worcester 
MICHIGAN 

Bloomfield  Hills/Grand 
Rapids /Kalamazoo/ 
Lansing/ Southfield 
MINNESOTA 

Eden  Prairie /Edina/  % 
Maplewood/ 

Minneapolis  / 
MISSISSIPPI 

Jackson/Petal 
MISSOURI 

p\    Hazelwood/ Jefferson  City 
pi       St  Louis / Springfield 
^*V_  MONTANA 

"iillings/Helena 
NEBRASKA 

.  - 

JT  J  NEVADA 


f  .  .  / 


Vegas/  Reno 
NEW  HAMPSHIRE 

Bedford /Canaan 


^       NEW  JERSEY 

~3  Bio. 


Bloomfield  /  Edison  /  Johnson  City  / 

!L>7     Mt  Laurel  1  Rocnelle  Pafk/ 
gy      Ri]!herlord  ;WaN  Township 

IT     NEW  MEXICO 

Albuquerque/Santa  Fe 
NEW  YORK 

Albany/  Dewitt  /  Fairport  /  Long  Island  / 
New  York  City  /  Syosset  /  Tonawanda 
NORTH  CAROLINA 

Asheville/Charlolte/Greensboro/ Raleigh 
NORTH  DAKOTA 

M   Mil 

OHIO 


NIGERIA 

Datamatics  (Nigeria!  Ltd  Kaduna/ Lagos 
NORWAY 

Gallus-Plesner  IndustriA/S  Oslo 
OMAN 

Oman  Computer  Services  Muttrah 
PAKISTAN 
Saigol  Computers  Ltd  i  Lahore 
PANAMA 

Wang  de  Panama  S.A  Panama  City 
PAPUA  NEW  GUINEA 
Meriden  Breckwoldt  Boroko 
PARAGUAY 

Esludio  70  Asuncion 
PERU 

Esteban  Fantappie  y  Asociados  (EFYASA) 
Lima 

PHILIPPINES 

Exxbyte  Technologies  Corporation  Manila 
PORTUGAL 
Datinfor  Lisbon/ Porto 
PUERTO  RICO 

WangComputadoras,  Inc.  Hato  Rey/Juncos 
QATAR 

Qatar  Computer  Services-  Doha 
SAUDI  ARABIA 

Riyadh  House  Establishment  Oammam/ 

Jedda/Riyadh 

SENEGAL 

F  &  F  Electronics  Inc.  Monrovia,  Liberia 
SIERRA  LEONE 

F  &  F  Electronics  Inc  ;  Monrovia,  Liberia 
SINGAPORE 

Wang  Computer  (Pte  )  Ltd  Singapore 
SOUTH  AFRICA 

General  Business  Syslems  (Pty)  Ltd 
Capetown/ Durban/ Johannesburg/ Port 
FJtzabeth/Randburg 
SPAIN 

Wang Espana, S A  Barcelona/Bilbao' 
La  Coruiia/  Madrid /Valencia 
SRI  LANKA 

Data  Management  Syslems  Ltd.-  Colombo 
ST.  LUCIA 

Barbados  Business  Machines  Ltd.: 
Bridgetown,  Barbados 
ST  VINCENT 

Barbados  Business  Machines  Ltd 
Bridgetown,  Barbados 
SUDAN 

Wagie  Commercial  Corporation  Khartoum 
SWEDEN 

Wang  Skandinaviska  AS  Goteborg/ 

Malmo'Stockholm 

SWITZERLAND 

WangSA  /AG  Basel/ Bern/ Geneva/ 
Lausanne/ Zurich 
TANZANIA 

igpgtf^)  gt£&      fanzania  Arusha/ 

^  V.       Dar  es  Salaam 
SxV         '1%  THAILAND 

ffXiv  Innovation  Co  Ltd.: 

f$\\<>  Bangkok 
.  TOGO 

Computer  Services 
Ltd.:  Accra,  Ghana 
TRINIDAD  TOBAGO 
Caribbean  Teleroms  Lid-: 
Port-of-Spain 
TURKEY 

Transcom  Komputer 
SistemlenAS  Istanbul 
UNITED  ARAB  EMIRATES 

Emirates  Computer  Company 


UPPER  VOLTA 


tique/WANG 
,  Ivory  Coast 


Halifax.  Nov.i  Scot. a  M..ntif-ai.  Quebec/ 
Ottawa,  Ontario  Quebec  City,  Quebec/ 
Vancouver  (Burnaby).B  C  /Victoria.  B.C  / 
Winnipeg,  Manitoba 
CANARY  ISLANDS 

A  F  YanesS  L  LasPalmas'Sanla  Cruz 
CHILE 

Sistemas  de  Computacion.  S.A,  Sanliago 
CHINA 


Akron/Cinc.nnat./Dayton/lndependence/  Wang  Industrial  Co  Ltd  Taipei 


Maumee/Worthington 
OKLAHOMA 
Oklahoma  City /Tulsa 
OREGON 

Eugene/  Portland  /  Salem 
PENNSYLVANIA 

Allentown  /  Belletonte/  Erie/  Harnsburg/ 
Philadelphia  /  Pittsburgh  /  Stale  College  / 
Wayne 

RHODE  ISLAND 

Providence 
SOUTH  CAROLINA 

Charleston  /  Columbia  /  Greenville 
SOUTH  DAKOTA 
Sioux  Falls 
TENNESSEE 

Chattanooga  /  Gray  /  Knoxville  /  Memphis  / 

Nashville 

TEXAS 

Amanllo/ Austin.  Beaumont/ Dallas/ El 
Paso/  Fort  Worth  '  Galveston  /  Houston  / 
Lubbock/ Midland /Odessa/San  Antonio/ 
femple 
UTAH 

Salt  Lake  City 


COLOMBIA 

Colmversiones.S  A  Bogota 
COSTA  RICA 

Control  de  Datos,  S  A  San  Jose 
CURACAO 

ValcotradmgCo  Willernstad 
CYPRUS 

Infotronics,  Ltd  Nicosia 
DENMARK 

DatalogA S  Copenhagen 
DOMINICA 

Barbados  Business  Machines  Ltd 
Bridgetown,  Barbados 
DOMINICAN  REPUBLIC 
Computadoras  del  Canbe,  C  por  A 
Santo  Domingo 
ECUADOR 

Servicios  de  Admmislracion  de  Empresas  C 
Ltda.  (S.A.E.)  Guayaquil/Quito 
EGYPT 

Balsam  Engineering  Co  Ltd  Dokki/Cairo 
EL  SALVADOR 
InterdataSA  San  Salvador 
FIJI 

Integer  Computing  (Fiji)  Ltd  Suva 


KENYA  voV  1 

Corr  | ruler  Ann  u  .itm'i  ,  \  W.  \r'/4&'  £ 

Nairobi  '  \y        )  v* 

KOREA  ^  <2s*\i  k 

Computer  Korea:  Seoul 
KUWAIT 

Kuwait  Computer  Services  Safat 

LEBANON  J 

Computel  S.A  R  L  East  Beirut 

LIBERIA 

F&  F  Electronics  Inc  Monrovia  fy~~ 
LUXEMBOURG 

Wang  Luxembourg  S.A.  LuxembourgVille  J, 
MALAYSIA 

Global  Sislemaiu  Malaysia.  Sdn  Bhd 
Ipoh/Kuala  Lumpur 
2001  Computer  Malaysia  Sdn  Bhd 
Kola  Kinabalu  /  Tawau,  Sabah 
IPR  (Holdings)  Sdn  Bhd  Bmtulu/ 
Kuching/Min/Sibu.  Sarawak 
MALTA 

Intercomp  Data  Systems  Valletta 
MAURITIUS 

Industrial  Controll  Equipment  Ltd 
Port  Louis 
MEXICO 

Computacion  e  Informatica,  S  A  de  C  V 
Mexico  City/ Monterrey/ Nuevo  Leon 
MOROCCO 

Datasystems  Casablanca 
NETHERLANDS 
Wang  Nederland  B  V  Culemborg 
NEW  ZEALAND 

Wang  Computer  Limited  Auckland/ 
Chnstchuich/  Hamilton  /  Palmerslon 
North/Wellington 


URUGUAY 

Computation 
Systems  A  Montevideo 
VENEZUELA 

CTRW  Data  Systems  S.A  Caracas 
WEST  GERMANY 

Wang  Deutschland  GmbH;  Berlin /Bochum/ 
Bonn  /  Cologne  /  Dusseldorf  /  Essen  / 
Frankfurt  /Hamburg/  Hannover  /  Kassel  / 
Kelsterbach/Mannneim/ Munich/ 
Nuremberg/Saarbrucken /Stuttgart 
YEMEN  ARABIC  REPUBLIC 
Yemen  Computer  Co.  Ltd  San^'a 
ZAIRE 

Society  de  Traitements  Informatiques; 
Kinshasa 
ZAMBIA 

Computer  Services  Ltd  Kitwe/Lusaka 
ZIMBABWE 

Electronic  Data  Processing  Equipment  Ltd 
Bulawayo/ Harare 


WANG 
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Trends 


A  delicate  choice 

This  election  year  Congress  faces 
Hobson's  choice:  deciding  the  relative 
political  clout  of  auto  manufacturers 
and  car  dealers.  The  dealers  want 
Congress  to  tell  manufacturers  to 
stop  selling  autos  at  $700  to  $2,000 
below  wholesale  to  fleet  buyers  like 
Hertz  and  Avis,  a  clear  proposition  for 
diverting  profits  to  the  dealers.  That 
the  proposal  to  overturn  this  time- 
honored  free  market  arrangement  got 
any  consideration  from  the  lawmak- 
ers might  seem  surprising.  But  car 
dealers  are  at  the  top  of  the  heap,  right 
up  there  with  doctors,  when  it  comes 
to  political  action  committee  bud- 
gets. And,  of  course,  the  National 
Automobile  Dealers  Association 
claims  that  if  its  members  got  better 
prices,  they  could  charge  consumers 
less.  A  House  subcommittee  chaired 
by  New  Jersey  Democrat  James  Florio 
gave  the  bill  one  hearing,  and  the 
manufacturers,  preoccupied  with  hul- 
labaloo about  their  cooperative  ven- 
tures with  the  Japanese,  didn't  pay 
much  attention.  Now  the  195  cospon- 
sors  in  the  House  loom  as  a  potential- 
ly significant  bloc,  and  the  Big  Three 
have  convinced  Florio  to  hold  another 
hearing.  (He  hasn't  yet  set  a  date.) 
Meanwhile,  the  dealers  are  retailoring 
their  proposal  for  the  Senate.  Look  for 
this  one  to  drag  on,  as  Congress  waits 
to  see  how  contributions  from  dealers 
compares  with  the  largesse  of  fleet 
buyers  and  manufacturers. 


Best  foot  forward 

Equality  of  the  sexes  has  a  long  way  to 
go  in  the  office,  according  to  Linda 
Valli,  director  of  teacher  education 
and  an  assistant  professor  at  Catholic 
University.  In  a  yearlong  study  of  a 
high  school  office  training  program 
(which  included  students,  teachers 
and  employers)  in  a  midsize  midwest- 
ern  town,  she  found  that  women  were 
still  encouraged  to  be  sex  objects. 
"They  were  taught  to  look  'neat  and 
professional/  to  look  through  Glam- 
our magazine  for  ways  to  dress,  to 
conduct  an  interview  as  if  they  were 
trying  to  get  a  boyfriend  and  to  wear 
sexy  shoes."  Unfortunately,  that  atti- 
tude is  still  prevalent  in  society,  she 
says,  and  it  won't  change  "until  or 
unless  men  share  work  at  home." 
Some  students  felt  office  work  was 
their  only  option,  certainly  better 
than  waitressing  and  factory  jobs,  she 
says,  but  many  chose  it  as  a  "safety 
net,  in  case  other  possibilities  failed." 


Shoes  with  a  message 

Are  interviews  a  dating  game? 


Surprisingly,  the  16  young  women 
studied  "were  not  of  low  socioeco- 
nomic status.  Some  had  very  high 
standard  test  scores  and  very  high 
grade  points,"  Valli  says.  "Even  stu- 
dents who  wanted  to  be  accountants 
or  archaeologists,"  she  adds,  "realized 
that  should  they  marry,  they  would  be 
the  primary  homemakers,  and  it 
would  be  hard  to  devote  full  time  to  a 
career." 


TV  or  not  TV? 

Doings  in  the  House  of  Representa- 
tives have  been  broadcast  via  the  Ca- 
ble Satellite  Public  Affairs  Network 
(C-SPAN)  since  March  1979,  but  now 
some  think  things  may  be  getting  out 
of  hand.  C-SPAN  is  tied  to  about  16 
million  households  and  claims 
200,000  viewers  for  these  broadcasts. 
Last  year  the  Chief  Deputy  Majority 
Whip,  Arkansas  Democrat  Bill  Alex- 
ander, began  taking  an  hour  a  night  to 
debate  such  issues  as  U.S.  involve- 
ment in  Central  America.  Tapes  were 
also  used  for  local  news  broadcasts 
around  the  nation.  When  the  new  ses- 
sion— and  the  election  year — opened 
this  January,  eight  conservative  Re- 
publicans got  into  the  act.  The  Con- 
servative Opportunity  Society,  which 
also  helps  Republicans  running  for 
Congress  and  works  with  evangelical 
groups,  began  taking  time  for  issues 
like  abortion  and  school  prayer.  "The 
House  TV  system  is  certainly  an  op- 
portunity for  that,"  says  Republican 
Newt  Gingrich  of  Georgia.  The 
Democratic  leadership  is  ignoring  the 
tactic.  "They  can  release  bombast  to 
the  public,"  says  an  Alexander  aide, 
"but  people  are  already  sick  of  the 
whole  thing."  How  will  this  affect  the 
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issue  of  TV  in  the  Senate?  Majority 
Leader  Howard  Baker  favors  it,  and  a 
vote  may  come  up  before  his  term 
ends  this  year.  C-SPAN  says  54  sena- 
tors favor  or  lean  toward  TV,  29  are 
undecided,  and  17  oppose  it.  Oppo- 
nents say  it  would  cost  at  least  $5 
million.  Also:  "There  is  too  much 
grandstanding  in  the  Senate,  where 
there  are  no  limits  to  time  for  de- 
bates," notes  a  Senate  aide. 


The  future  is  not  now 

Computers  may  be  the  wave  of  the 
future,  but  according  to  a  new  survey 
of  3,750  households  by  SRI  Research 
Center,  Inc.  for  Computer  +  Software 
News,  the  wave  is  still  some  distance 
away.  Only  8%  of  U.S.  households 
currently  own  one,  the  survey 
showed,  and  only  13%  were  "very"  or 
even  "somewhat"  likely  to  buy  one 
within  the  next  six  months.  "Our 
studies  have  shown  that  the  comput- 
er base  in  the  nation  has  not  grown  at 
all,"  says  editor  Charles  Humphrey. 
"We  are  beginning  to  see,  and  manu- 
facturers concede,  there  is  no  good 
reason  to  get  one."  One  thing  has 
changed.  Games  were  once  the  most 
important  reason  for  owning  a  home 
computer;  now  more  families  want  to 
have  them  as  educational  aids.  (Next 
come  business  records,  home  finance, 
business  finance,  word  processing, 
scientific  records  and  the  like.)  "As 
education  becomes  more  important," 
Humphrey  notes,  "the  market  will 
grow." 


Backtrack  for  hard  hats 

The  unions  that  ten  years  ago  held 
75%  of  the  construction  jobs  in  Wash- 
ington, D.C.  and  its  environs  now 
have  only  10%  of  this  $3  billion-a- 
year  business.  The  rest  is  held  by  low- 
er-cost nonunion  workers.  So  10  of 
the  18  unions  in  the  Washington 
Building  and  Construction  Trades 
Council  have  now  agreed  to  offer 
union  construction  firms  a  20%  cut  in 
labor  costs.  The  pact,  which  involves 
about  20,000  union  craft  workers,  is 
patterned  after  a  national  AFL-CIO 
market-recovery  plan  started  two 
years  ago.  It  parallels  agreements  al- 
ready signed  in  cities  like  Little  Rock, 
Milwaukee,  Knoxville  and  Cincin- 
nati. The  plan  for  Maryland,  Virginia 
and  the  District  of  Columbia,  howev- 
er, goes  much  further.  It  includes 
wage  cuts  and  freezes  on  pay  and 
benefits  for  as  long  as  two  years;  use 
of  lower-paid  helpers  where  practical; 
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THE  IRS  IS  SHARK, 


1 


O  YOUR  RECORDS 
BETTER  BE  TOO. 

When  it  comes  to  checking  taxes,  the  IRS  has  a  pretty  good  record.  So  you'd  better  get 
things  in  order. 

Something  easily  done  with  Printing  Calculators  from  Sharp. 
They'll  keep  your  personal  or  corporate  records  organized.  So  you'll  remember  what 
went  where  and  why. 

Not  only  that,  but  if  the  IRS  invites  you  in  for  a  little  chat,  you  won't  have  to  stutter 
your  way  through.  Because  Sharp  printouts  speak  louder  than  words. 

The  fact  is,  Sharp  has  a  lot  of  different  printing 
calculators  for  a  lot  of  different  uses. 

Calculators  for  heavy  work  or  light  work.  For  home 
or  business.  And  everything  else  in  between. 

But  whatever  you  choose,  you  can  be 
sure  of  one  thing. 

Sharp  makes  dealing  with 
the  IRS  a  lot  less  taxing. 


Sharp  Electronics  Corp.,  10  Sharp  Plaza,  Paramus,  NJ  07652 


FROM  SHARP  MINDS 
COME  SHARP  PRODUCTS 


Trends 


changes  in  work  rules  and  manning 
tables  to  increase  productivity;  use  of 
lower  pay  scales  where  they  are  in 
force;  straight-pay  Saturday  make-up 
days  to  cover  rainouts.  There  is  even  a 
clause  saying  coffee  breaks  will  be  on 
the  work  sites,  to  minimize  lost  time. 


From  Bell  to  Babel 

The  telephone  company  now  speaks 
with  many  voices.  Ma  Bell's  eight- 
way  divorce  has  brought  new  faces 
and  new  views  to  Washington's  lob- 
bies. There  are  now  about  75  tele- 
phone lobbyists  in  the  capital,  60  of 
them  new.  AT&T  used  to  handle  lob- 
bying and  still  has  17  on  its  Washing- 
ton staff,  15  working  Capitol  Hill  and 
2  with  the  Federal  Communications 
Commission.  But  there's  a  small  new 
army  from  the  regional  companies — 6 
each  from  Southwestern  Bell  and  Bell 
Atlantic,  5  from  Pacific  Telesis,  3 
each  from  Nynex,  US  West,  Ameri- 
tech  and  Bell  South,  and  another  30  or 
so  from  Bell  Communication  Re- 
search Inc.,  which  does  research  for 
the  pack  and  is  mandated  to  maintain 
a  viable  national  phone  network. 
What  are  the  new  voices  saying?  Most 
are  pushing  for  residential  "access 
fees"  to  help  replace  AT&T  subsidies. 
On  some  other  issues  the  family 
splits.  Take,  for  instance,  interstate 
long-distance  calls.  U.S.  West  wants 
eventually  to  get  back  into  that  busi- 
ness. "We  didn't  support  that,"  says 
John  Connarn,  Ameritech's  vice 
president  of  federal  relations.  Ameri- 
tech  also  opposed  Pacific  Telesis 
when  it  proposed  that  all  competitors 
within  a  so-called  "local  access  trans- 
port area"  be  barred.  "It  would  be 
ironic  to  allow  competition  national- 
ly, but  not  at  the  local  and  regional 
level,"  Connarn  argues. 


Flights  of  fancy 

The  arts  could  soon  be  flying  with  the 
astronauts.  Next  year,  along  with  the 
test  pilots  and  scientists,  three  shut- 
tle missions  may  include  a  poet,  art- 
ist, photographer  or  other  creative 
type  as  "citizen  observer-partici- 
pants." It's  part  of  NASA's  plan  to 
support  the  public's  acceptance  of  the 
space  program.  "We  want  people  who 
can  articulate  the  experience,"  says 
Jane  Scott,  an  adviser  to  the  NASA 
committee  masterminding  the  proj- 
ect. "It  may  be  a  poet,  an  artist  or  a 
photographer,"  she  says,  although  the 
details  are  still  to  be  decided.  NASA 
will  train  the  participants  free  and 


may  even  pay  them  for  their  services. 
Proposed  rules  ignore  age,  sex  and 
citizenship.  Outside  panels  will  help 
pick  the  winners — poetry  critics  for 
the  poet,  etc.  NASA  Administrator 
James  Beggs  (who  will  have  the  final 
say)  already  has  one  volunteer.  "John 
Denver  writes  me  every  month," 
he  says. 


Quote,  unquote 

No  comment,  British  style.  Asked 
whether  the  Vatican,  in  its  efforts  to 
help  pay  off  the  debts  of  Italy's  bank- 
rupt Banco  Ambrosiano,  had  asked 
London's  Morgan,  Grenfell  to  sound 
out  possible  loans,  a  spokesman  for 
the  British  banking  house  dead- 
panned:  "I  have  been  authorized  to 
say  only  that  we  don't  know  anything 
about  that." 

Martin  Feldstein,  chairman  of  the 
President's  Council  of  Economic  Ad- 
vise'rs,  commenting  on  whether  the 
recent  stock  market  breaks  were 
sending  signals  about  the  economy:  "I 
don't  know  how  to  explain  the  stock 
market.  It  makes  people  richer.  It 
makes  people  poorer.  I  wish  I  could 
explain  it." 

Robert  R.  Kiley,  new  head  of  New 
York  City's  huge  and  ramshackle  bus 
and  subway  systems,  urging  that  his 
supervisors  and  managers  be  removed 
from  civil  service  insulation  and  not- 
ing that  he  can  fire  only  200  to  300  of 
his  49,000  employees:  "That's  not 
top-heavy  management.  That's  no 
management  at  all." 


What  price  protection? 

Trade  barriers  cost  U.S.  consumers 
some  $58.5  billion  in  increased  prices 
in  1980,  according  to  Michael 
Munger,  a  political  economy  fellow  at 
the  Center  for  the  Study  of  American 


Business  in  St.  Louis.  But  the  trend 
toward  protectionism  is  gaining  mo- 
mentum. Since  1980,  Munger  says, 
the  U.S.  has  imposed  or  negotiated 
new  trade  restrictions  on  such  goods 
as  bolts,  screws  and  other  industrial 
fasteners;  cement  and  other  road  con- 
struction materials;  standard  and  spe- 
cialty steel  products;  Japanese  light 
trucks  and  motorcycles;  and  textiles 
and  apparel  from  mainland  China. 
The  increased  prices  Americans  pay 
as  a  result  of  trade  restrictions  subsi- 
dize domestic  production  and  perhaps 
help  save  jobs,  says  Munger.  But  in 
some  cases  (for  example,  televisions, 
shoes,  steel  and  cars),  he  notes,  con- 
sumers pay  more  than  four  times  the 
salary  and  benefits  of  those  whose 
jobs  are  saved.  Once  protected,  he 
says,  "industries  insulate  themselves 
from  the  forces  that  foster  innovation 
and  growth"  and  ultimately  cannot 
compete  in  world  markets. 


Foreign  wheels  on  a  roll 

The  foreign-car  share  of  the  U.S.  mar- 
ket will  slip  this  year,  but  the  effect 
will  be  illusory.  Ward's  Research  of 
Detroit  expects  that  the  imports' 
share  will  drop  this  year,  from  25.7% 
in  1983  to  24.6%,  but  that  will  still 
mean  a  new  record  of  2.5  million  ve- 
hicles. And,  as  voluntary  quotas  on 
Japanese  imports  are  lifted,  foreign 
cars  are  expected  to  capture  25.9%  of 
the  market  in  1985  and  26.7%  in 
1986,  according  to  Ward's  projections. 
(About  80%  of  the  imports  are  coming 
from  Japan,  the  remainder  from  Eu- 
rope.) "For  1984,"  the  Detroit  re- 
searchers say,  "the  large  and  sporty 
segments  will  show  the  strongest 
growth  over  last  year,"  while  sales  of 
prestige  cars,  mostly  European,  will 
reach  an  alltime  high. 
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We  did  this  for  Perkin-Elmer. 

The  1330  Infrared  Spectrophotometer  belongs  to 
series  that  introduced  microprocessor  control  to  th 
low-cost  IR  field.  This  product  has  been  made 
here  by  high-tech  trained  workers  since  1981. 


"One  of  our  proudest  achievements  has  been 
the  emergence  of  Puerto  Rico  as  a 
world-class  high'tech  center" 

Carlos  Romero-Barcelo,  Governor  of  Puerto  Rico 

"The  names  over  the  factory  doors  are  known  the  world  over.  Digital, 
Hewlett-Packard,  Gould,  Qume.  Today,  Puerto  Rico  is  host  to  over  550  high- 
tech operations. 

And  there  will  be  more  — many  more.  But  not  just  because  we  offer  the 
best  industrial  incentives  under  the  American  flag.  On  average,  your 
payroll  dollars  are  50%  more  productive  here  than  on  the  U.S.  mainland* 
Our  workers  have  the  skills  and  the  training  to  handle  sophisticated 
manufacturing. 

'Almost  93%  of  the  middle  and  top  executive  positions  are  held  by 
Puerto  Rican  managers.  A  decade  ago,  the  figure  was  26%.  Today  our 
universities  are  awarding  advanced  degrees  in  a  broad  spectrum  of  scientific 
pursuits.  So  RckD  has  become  another  of  our  valuable  assets. 

"The  fact  is,  we  are  a  mature  manufacturing  community,  with  a 
government  that's  committed  to  y%  j\  •      T  7  C  A 

helping  our  corporate  citizens      rTieftO  I\lCO>U.O«r\.. 
achieve  long-term  profitability."    The  ideal  second  home  for  American  business 


"In  Puerto  Rico,  the  value  added  per  dollar  of  production 
payroll  is  $5  58.  compared  to  the  total  U  S  average  of  $3  72 


We  get  things  done. 


For  more  information:  write  us  on  your  company  letterhead.  Puerto  Rico  Industrial  Development,  Dept.  FB-31,  1290  Avenue  of  the  Americas,  New  York,  N  Y.  10104 
Or  call  us  toll-free  (800)  223-0699.  Ask  for  Radames  Mayoral.  In  New  York  State,  call  (212)  245-1200. 


Heros  were  meant  to  rise  above  it  all.  So 
how  come  you  keep  getting  caught  in  the  middle? 
Is  it  your  fault  that  personal  computers  in  every 
department  are  hoarding  data?  They  won't  even 
have  a  simple  conversation  with  the  mainframe. 


Why  sshould  you  be  pestered  by  complaints 
when  work  is  lost?  Or  duplicated?  Even  triplicated? 
Not  to  mention  costs. 

Diagnosis:  your  organization  is  a  victim  of 
Computer  Shock.  Badly  in  need  of  a  HERO™. 


HERO  RESCUES  COMPUTER  WORLD  FROM  CHAOS. 


Enter  the  mighty  HERO.  An  intelligent,  desk- 
top Networked  Personal  Computer  from  MDS®. 
Hero  does  everything  a  personal  computer  can  do. 
And  a  whole  lot  more. 

But  most  of  all,  our  HERO  is  famous  for  inter- 
activity. It  works  beautifully  with  mainframes. 

Match  up  a  HERO  with  an  MDS  SUPER  21™ 
Communications  Processor,  and  you  can  carry  on 
an  intelligent  conversation  on  IBM  SNA  Networks. 
HERO  also  runs  software  under  MS-DOS.  As 
well  as  an  ever-expanding  library  of  our  own  MDS 
software  programs. 


HEROS  OF  THE  WORLD  UNITE. 


With  a  HERO  and  SUPER  21  on  your  side, 
there's  no  end  to  what  you  can  conquer.  You  can 
draw  on  private,  departmental,  and  corporate 
databases.  Bring  individual  workstations  out  of 
their  isolation.  Thanks  to  you,  information  will  be 
bound  together,  in  an  organized  network.  All  of 
it  under  your  control. 


What's  more,  if  you  take  advantage  of 
INTELLIGENT  3270™  (only  MDS  offers  it],  your 
people  can  write  their  own  programs,  and  integ- 
rate them  with  data  in  the  mainframe.  HERO  lets 
you  reach  into  the  database  and  retrieve 
information.  Process  it.  Display  it.  Update  it.  Then 
either  return  it,  or  store  it  at  the  workstation. 


HEROISM  GETS  REWARDED. 


With  our  HERO  and  SUPER  21,  you'll  have 
what's  out-of -control  under  control,  fast.  Your 
current  data  processing  investments  will  become 
part  of  a  growing  bank  of  knowledge.  All  of  it  cost- 


efficient,  coordinated  and  controllable. 

Besides,  old  HEROS  never  die.  Nor  fade 
away.  They're  modular  in  design,  so  they  manage 
to  be  immortal.  They  grow  with  you.  All  the  way. 


YOU  CAN  BE  BIG  WITHOUT  BEING  BLUE. 


MDS  is  everywhere  Big  Blue  is.  We  even 
stretch  beyond  the  Blue  horizon.  And  we  got  big 
for  one  reason:  we  help  our  customers  grow. 

MDS  can  do  the  same  for  you,  too.  Wher- 
ever you  are  on  this  Big  Blue  planet,  we'll  give  you 
more  than  mere  office  automation.  We'll  organ- 
ize your  organization.  Our  service  people  are  at 


your  beck  and  call  whenever  you  need  them. 
Around  the  globe.  Around  the  clock. 

So  be  a  hero.  Buy  a  HERO.  Start  by  asking 
our  customers  about  us.  And  give  us  a  call.  Just 
dial  800-MDS-HERO.  You'll  soon  find  out  that 
heroism  has  its  rewards. 


■■^■^JHH  MOHAWK 

III  I^hS^  SCIENCES 

7  Century  Drive,  Parsippany,  New  Jersey  07054  And  over  430  locations,  worldwide 


MDS  is  a  registered  trademark  and  HERO,  SUPER  21  and  INTELLIGENT  3270  are  trademarks  of  Mohawk  Data  Sciences  Corp  MS-DOS  is  a  trademark  of  Microsoft,  Inc 
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New  workers,  new  jobs 

When  Washington,  D.C.  labor  econo- 
mist Lawrence  Olson  talked  last 
spring  about  the  coming  labor  short- 
age— with  11.4  million  Americans 
out  of  work — he  sounded  like  a  voice 


Laurence  Olson 

Empty  spaces  in  the  work  place? 

crying  in  the  wilderness  (Forbes,  Apr. 
25,  1983).  Yet  the  facts  seemed  to  be 
on  his  side.  During  the  1970s,  baby 
boomers,  women  and  returning  veter- 
ans had  kept  growth  in  the  labor  force 
at  2.6%.  During  the  1980s,  he  added, 
that  growth  would  be  halved. 

Today  Olson  sees  evidence  that  the 
shortage  is  already  making  itself  felt. 
"Last  year,"  he  says,  "we  added  1.3 
million  to  the  labor  force,  but  we  cre- 
ated 4  million  new  jobs."  That  helps 
to  explain  why  unemployment  was 
cut,  from  10.7%  to  8.2%,  during  1983. 
(The  4  million  new  jobs,  incidentally, 
is  the  Labor  Department's  figure;  the 
Federal  Reserve  counted  3  million. 
Olson  favors  Labor's  numbers  be- 
cause it  talks  to  workers,  while  the 
Fed  canvasses  employers.  The 
discrepancy,  he  thinks,  comes  in  self- 
employment  and  in  businesses  so 
small  that  the  Fed  misses  them.)  This 
year  Olson  sees  another  4  million  new 
job  openings  but  only  1.5  million  new 
workers,  "with  unemployment  fall- 
ing to  7%  and  a  sharply  higher  labor 
market." 

Warming  to  his  thesis,  Olson  fore- 
sees increasing  labor  costs.  After  a 
year  of  givebacks  in  1982  and  bargain- 
ing agreements  that  produced  remark- 
ably small  wage  increases,  he  expects 
the  trend  to  reverse.  Coupled  with  the 
seemingly  invincible  dollar,  fierce  for- 
eign competition  and  the  "death  of 
inflation  psychology,"  he  expects  that 
profits  will  be  harder  and  harder  to 
generate.  Price  rises,  often  the  auto- 
matic answer  to  rising  costs,  are  no 
longer  viable,  he  adds,  saying  that  in- 
dustry has  not  been  able  to  make 
them  stick  in  today's  deflationary, 
price-sensitive  climate. 

The  new  training  programs  for  the 
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unemployed  are  still  moving  much 
too  slowly  for  Olson's  taste,  but  they 
are  moving.  As  in  the  past,  he  says, 
retraining  will  begin  to  produce  better 
results  "because  now  there  are  real 
job  opportunities  out  there."  Mean- 
while, he  thinks  business  will  have  to 
compromise.  "Companies  cannot  get 
people  with  the  precise  skills  they 
need,"  he  says,  "so  they  must  settle 
for  less  and  undertake  the  necessary 
training  themselves."  But  he  thinks 
productivity  must  keep  improving 
and  management  must  write  labor 
contracts  that  hold  unions  responsi- 
ble for  delivering  it.  Management 
must  also  make  productivity  gains  an 
integral  part  of  its  own  business  plan- 
ning. "The  key  to  high  wages,"  he 
emphasizes,  "must  be  productivity." 

Olson  believes  the  U.S.  is  equal  to 
the  task.  From  1972  to  1982,  he  points 
out,  the  U.S.  created  17  million  new 
jobs;  Europe,  only  3  million.  Last  year 
the  U.S.  had  4  million  new  jobs;  Eu- 
rope lost  a  million.  "This  is  a  reaffir- 
mation of  U.S.  strength,"  he  says. 

Who  pays — and  when? 

Since  the  beginning  of  1975  a  total  of 
85  planned  nuclear  generating  plants 
have  been  scrapped  or  abandoned — 
some  before  ground-breaking,  others 
in  various  stages  of  construction — at  a 
cost  of  at  least  $16  billion.  As  Forbes 
noted  four  years  ago  (Aug.  4,  1980), 
"Someone  will  have  to  pay."  But 
who?  Ratepayers?  Shareholders? 

So  far  both  are  shouldering  more  of 
the  burden  than  they  might  have  an- 
ticipated. In  times  past,  many  states 
did  not  allow  the  cost  of  new  generat- 
ing plants  to  be  figured  into  their  rate 
bases  until  the  new  facilities  were 
"used  and  useful."  But  in  the  case  of 
unfinished  nuclear  and  conventional 
plants,  that  rule  is  fast  going  by  the 
board.  In  26  of  33  cases  decided  be- 
tween 1980  and  1983,  state  regulatory 
commissions  allowed  utilities  to  in- 
crease rates  or  to  amortize  "sunk 
costs" — or  both.  And  investors  found 
they,  too,  were  at  risk  after  the  Wash- 
ington Public  Power  Supply  System 
delayed  or  dropped  four  of  five 
planned  nuclear  reactors  and  then  de- 
faulted on  $2.25  billion  worth  of 
bonds  last  summer. 

The  writeoffs  still  pile  up.  Public 
Service  of  Indiana,  which  aborted  its 
half-finished  $2.5  billion  Marble  Hill 
project  in  January,  says  it  may  seek 
protection  against  its  creditors  unless 
it  gets  an  emergency  14%  ($105  mil- 
lion) rate  increase;  it  also  wants  au- 
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KLM's 
New  Business  Class* 
All  that  space  makes  all 
the  difference* 


"Does  KLM  have 
fewer  seats 
or  wider  seats?" 


"Yes* 


The  difference  is  comfort. 

Our  all-new  Business  Class 
s  a  major  breakthrough 
n  travel  comfort  for  todays 
business  traveler. 

Fl     Our  new,  more 

comfortable  seats 

are  a  full  4Vz  inches 
jvider.  Designed  to  our  own 
rigorous  specifications,  each 
contoured  seat  lets  you  relax  in 
jiasy-chair  comfort.  You  get  more 
:lbow  room.  Lots  of  leg  room. 
I  111     Aisles  are  wider. 

Cabins  more  spacious, 

and  more  space  all  around. 
You'll  get  almost  all  two-abreast  seat- 
ingon  every  747  intercontinental  flight. 

The  difference  is  a  lot  of  pleasant  surprises. 

There's  a  touch  of  first  class  with  champagne  that's 
on  the  house.  A  wider  choice  of  entrees.  Plus 
electronic  headphones.  And  starting  April  1st, 


■ 


you'll  be  able  to  reserve  your 
seat  in  advance  on  \ 
both  Royal  Class  and     w  w 

_     '  ■   ,  NEW  ELECTRONIC 

Business  Class. 


The  difference  is 
arriving  relaxed  in  the 
heart  of  Europe. 

Flying  KLM  to  Amster- 
dam gives  you  quick,  conve- 
nient connections  to  80  other 
European  cities,  and  most  are 
no  more  than  90  minutes  away. 

The  difference  is  flying  747's. 

KLM's  747s  fly  non-stop  to 
Amsterdam  from  Atlanta,  Chicago, 
Houston,  Los  Angeles,  and  New  York,  with 
connections  to  all  Europe,  the  Middle  East,  Far 
East  or  Africa  Call  your  i  ravel  agent  or  KLM.  ^^J^P 

The  Reliable  Airline.  KLM 

Royal  Dutch  Airlines 


Style  228 


In  itepat  I  ht  I  loulMeridlen,  Boston 


THE  WRIGHT  STYLE 

Su<  ( essful  young  men  arc  <,  hoosingthe  classic  approach.  Our Cordwainer Call  tassel 
slip-on.  In  black  or  burnished  brown.  And  always  Wright.       7  ♦  -g 
F01  free  color  catalogue  and  stun-  lo<  ations,  write:  Ifl'hf 
E.T  Wright  &  Co.,  Rockland,  MA  02370.  "  . 

1  )re;.ll  toll-free:  hoo-hwoho.  Arch  Preserver  Shoes 


wi-.'vr:  hi  i  n  wrkjiii  ton  mow  i  11  an  100 yi-aks. 


SOME  THINGS  HAPPEN 
IN  WASHINGTON  THAT  EVERY 
BUSINESSMAN  IN  AMERICA 
SHOULD  BE  MADE  AWARE  Of. 

With  nearly  every  business  in  America  feeling 
the  effects  of  legislation  txmring  out  of 
Washington,  companies  must  stay  alert  if  they 
expect  to  stay  in  business. 

Mail  us  this  coupon  and  we'll  tell  you  how 
over  1800 corj)orations  and  assoeiat ions  are 
in  a  position  to  keep  close  watch  on  what's 
happening  in  Washington  simply  because  theyj 
located  in  Fairfax  County,  Virginia. 


Name 
Title 


Company 
Address. 


Phone 


City. 


Stale 


.Zip 


h><iiiiiv  in  ( onfidciKT  to:  April  I  Vmne.,  l-.xcaitivc  Diuvior,  Fairfax  County  Economic  Development  Authority, 
8330  Old  Courthouse  Road,  Suite  800.  Tvsmi,  (  ..inc.,  Vienna,  Virginia.  22180.  Phone  (7031  700  0600. 

FAIRFAX  COUNTS  VIRGINIA 


Follow-Through 


thonty  to  borrow  $500  million  from 
the  banks.  Long  Island  Lighting  Co.  is 
trying  to  cut  its  operating  budget  by 
40%  because  of  the  burden  of  its  $4 
billion  Shoreham  plant — but  hints  it 
still  might  abandon  it. 

Other  huge  projects  in  trouble  in- 


J 


Nuclear  power  i>lani 

Billion-dollar  clouds. 


elude  the  $1.7  billion  Zimmer  plant 
in  Ohio  being  built  by  Cincinnati  Gas 
&  Electric  and  two  partners.  CG&E 
says  the  plant  will  be  converted  from 
nuclear  to  coal,  but  has  not  said  how 
much  of  the  facility  can  be  salvaged  or 
how  much  the  conversion  will  cost, 
and  two  of  the  three  partners  have 
doubts  it  will  succeed. 

In  January  the  Atomic  Safety  &  Li- 
censing Board  denied  an  operating  li- 
cense for  the  first  of  two  units  in 
Commonwealth  Edison's  $3.8  billion 
Byron  nuclear  facility  in  Rockford,  111. 
If  the  ruling  stands  (Commonwealth 
Edison  has  appealed  it  to  the  Atomic 
Safety  &  Licensing  Board),  it  will  re- 
sult in  another  huge  cost. 

The  cancelations  resulted  largely 
from  financial  problems  and  a  slow- 
down in  the  increase  in  demand  for 
electricity,  which  grew  8%  annually 
during  prc-OPEC  days  but  was  down 
to  3.5%  by  1980.  In  1982  demand  ac- 
tually fell  by  2.7%,  the  first  decline  in 
38  years. 

Will  the  states  continue  to  make 
ratepayers  share  the  burden  of  aban- 
doned plants?  In  some  cases  that  may 
depend  on  when  they  were  aban- 
doned. The  issue  is  not  whether  com- 
panies, were  "prudent"  when  the 
plants  were  undertaken,  says  Doug 
Bauer,  an  executive  vice  president  at 
Edison  Electric  Institute.  "The  diffi- 
culty is  whether  it  was  prudent  to 
continue  with  them,  and  how  that  is 
measured." 

State  regulators  have  a  very  tough — 
and  thankless — job  ahead.  And  time 
is  getting  short. 
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In  certain  parts  of  the  world,  if  the 
powers  that  be  don't  like  the  way  you  do  business, 
they  do  more  than  send  you  nasty  letters. 


No  long  treatise  is  needed  to  con- 
vince you  how  perilous  it  can  be 
operating  internationally  these  days. 
Sudden  changes  in  local  laws,  riots, 
nationalization,  civil  insurrection, 
even  the  whims  of  foreign  govern- 
ments can  all  have  serious  effects  on 
your  business. 

They  can  also  put  you  out  of 
business. 

Even  in  times  of  worldwide  stability, 
political  risk  has  accounted  for  some 
uncertainty  in  foreign  ventures.  Today, 
the  situation  is  even  worse.  Unex- 
pected political  and  economic  change 
has  created  an  environment  in  which 
operating  internationally  is  much 
riskier  than  ever  before. 


More  than  ever  before  analyzing 
political  risk  demands  an  intimate  and 
expert  knowledge  of  political  and  eco- 
nomic conditions  all  over  the  world. 
Just  keeping  a  watchful  eye  on  poten- 
tial developments  where  you  do  busi- 
ness is  simply  not  enough  anymore. 

At  AF1A,  weVe  been  watching  the 
world  for  a  long  time.  Since  1918,  to  be 
precise.  Our  international  experts 
have  the  experience,  knowledge  and 
imagination  to  provide  the  political 
risk  and  credit  insurance  for  your 
company. 

Give  us  a  call.  Were  ready  to  pro- 
tect your  companys  financial  security 
against  the  day  the  powers  that  be  do 
more  than  send  you  a  nasty  letter. 

For  more  information  on  our 
Political  Risk  capabilities,  write 
for  our  brochure,  to  Dept.  B, 
AFIA  Worldwide  Insurance, 
110  William  Street,  NY  10038. 


AFIA 


WORLDWIDE  INSURANCE 

Helping  business 
grow  overseas  since  191 8. 

AFIA,  110  William  Street,  New  York,  NY  10038 
Atlanta,  Boston,  Chicago,  Cleveland,  Dallas,  Houston, 
Los  Angeles,  Miami,  Minneapolis,  San  Francisco,  Seattle, 
Washington,  D.C  and  230other  cities  around  the  world. 


Readers  Say 


The  sweet  smell  of 
success  doesn't 
happen  overnight. 

It  takes  the  men  of  Macanudo 
more  than  two  years  to  make  the 
ultimate  cigar. 

Because  every  Macanudo  is 
still  made  from  the  finest 
tobaccos  in  the  world. 

Still  made  step  by  step  by  hand. 

Just  the  way  the  first  Macanudo 
was  made  more  than  1 00  years  ago. 

Ask  your  favorite  smoke  shop 
for  the  Macanudo  that  was  made 
for  you. 

Because  a  man  has  it  made 
with  a  Macanudo. 

MACANUDO 

The  Ultimate  Cigar 


Skimming  101? 

Sir:  In  your  cover  story  on  the  Univer- 
sity of  Nevada,  Las  Vegas'  basketball 
team  (Feb  13),  you  neglected  to  delin- 
eate the  subjects  taught  these  stu- 
dents. Psychology  of  Black  Jack  1  and 
2?  Outsmarting  the  Spinning  Wheel 
31?  Elementary  Slot  Strategy? 
— George  O  /lacker/ 
Dearborn',  Mich 


Wrong  target? 

Sir:  Re  Fact  and  Comment  II  "Will 
They  Ever  Learn?"  concerning  bank 
lending  to  Algeria  (Jan.  16).  I  am  won- 
dering if  you  have  targeted  the  right 
parties.  Our  own  federal  government 
with  its  $200  billion  deficits  projected 
through  the  Eighties  would  seem  to 
fall  into  the  same  class  as  the  Algerias 
of  this  world. 
— Charles  F.  Renin 
Honolulu,  Hawaii 


No  free  bailouts 

Sir:  Because  the  bailouts  of  New  York 
City  and  Chrysler  "worked"  (that  is, 
the  costs  imposed  on  the  rest  of  us 
were  largely  hidden),  Felix  Rohatyn 
("A  case  for  ^industrialization,  "  Jan. 
30)  now  wants  to  bail  out  most  of  the 
economy  in  the  same  manner. 

Who,  pray  tell,  will  pay? 
—Frank  W.  Bubb 
Swarthmore,  Fa 

Sir:  I  don't  see  that  whatever  New 
York's  Municipal  Assistance  Corp. 
has  done  is  relevant  to  the  Industrial 
Policy  debate. 

The  New  York  City  mess  was  cre- 
ated by  politicians,  unions  and  banks. 
The  market  eventually  woke  up  to 
the  situation  and  got  their  attention 
with  the  traditional  2-by-4  approach. 
Rather  than  being  a  creator  of  change, 
MAC  was  a  result  of  marketplace- 
induced  change. 
— D.  1 1.  F.  Dicco)  isc » i 
Durham,  N.C. 


Costly  costs 

Sir:  Your  article  on  the  paperback 
publishing  business  (Jan.  16)  states, 
"The  public  has  simply  decided  it 
won't  pay  $4.50  for  a  30-cent  product 
unless  it  really  wants  it."  The  "typi- 
cal" mass-market  paperback  book 
may  have  a  manufacturing  cost  of  30 


cents,  but  you  totally  neglect  the 
costs  of  royalty  advances,  shipping, 
handling,    promotion,  advertising, 
publicity,  trade  discounts  and  returns, 
not  to  mention  general  overhead.  The 
royalty  advance  on  a  paperback  sell- 
ing for  $4.50  could  easily  approximate 
another  $1  or  $2  per  net  copy  sold. 
— Robert  G.  Diforio 
Chairman  and  Chief  Executive  officer. 
The  New  American  Library,  Inc 
New  York.  NY. 


Big  expenses 


We  like  business! 

Sir:  An  article  on  South  Dakota  (Nov 
21.  1983)  portrays  Minnesota  as  a 
state  being  stripped  of  its  vital  busi- 
ness and  industry.  Employment  in 
Minnesota  at  year's  end  was  up  at 
least  40,000;  there  is  a  $650  million 
surplus  in  the  state  treasury;  and 
there  have  been  a  number  of  signifi- 
cant business  expansions. 

I  have  issued  a  call,  in  the  strongest 
terms,  for  repeal  of  a  temporary  10% 
income  tax  surtax  in  the  1984  legisla- 
tive session,  one  year  ahead  of  sched- 
ule. We  also  will  make  tax  reform  the 
focus  of  the  1985  legislative  session. 
— Rudy  Perpich 

Governor  of  the  State  of  Minnesota, 
St.  Fan/.  Minn 


Staying  with  consumers 

Sir:  The  Jan.  2  story  on  diversified 
companies  misstates  USI's  corporate 
strategy.  While  we  are,  as  the  article 
also  states,  concentrating  on  industri- 
al equipment  and  building  materials, 
we  certainly  aren't  ignoring  our  con- 
sumer products  area.  Consumer  prod- 
ucts have  a  major  role  to  play  in  our 
company's  future. 

Over  the  past  few  years,  USI's  con- 
sumer products  sector  has  contnbut- 
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HOW  TO  PUT 


8  1984  NEW  YORK  FUTURES  EXCHANGE 


INTO  YOUR 
PORTFOLIO 


NYSE  INDEX  FUTURES 

Equity  investors  with  a  taste  for  action  are 
always  looking  for  new  ways  to  leverage  their 
position  in  the  market 

Many  are  using  NYSE  Stock  Index  Futures, 
a  rapidly  growing  product  based  on  all  the 
more  than  1500  common  stocks  listed  on  the 
Vew  York  Stock  Exchange. 

NYSE  Index  Futures  give  you  the 
opportunity  to  profit  directly  by  how 

accurately  you  can  predict 
the  market  trend. 

NYSE  Index  Futures 
are  designed  to  make 
the  most  of  your 
assets.  With  a 


relatively  small  amount  of  capital,  you  can 
establish  a  substantial  position  or  hedge  an 
existing  one. 

And  NYSE  Index  Futures  are  also 
extremely  liquid,  so  you'll  never  be  locked 
into  a  position.  An  average  of  15,000  contracts 
worth  more  than  $3/4  billion  changes  hands 
every  day  on  the  New  York  Futures  Exchange. 

NYSE  Index  Futures  move  very  quickly. 
They  offer  the  potential  for  substantial  and 
rapid  gains.  They  also  involve  a  level  of  risk 
that  isn't  right  for  everyone. 

To  find  out  how  NYSE  Stock  Index  Futures 
can  work  for  you,  contact  your  broker  or  the 
New  York  Futures  Exchange.  20  Broad  Street, 
New  York,  N.Y  10005.  1-800-221-7722.  In  New 
York,  212-623-4949. 


NY.  FUTURES 
EXCHANGE 


A 

Reward 
For 

Success 


When  one  works  hard, 
a  reward  is  due. 
We  at  Hobie  Cat  have 
worked  hard  perfecting 
the  Hobie  33.  Years  of 
design  refinements 
have  made 
the  Hobie  33  the 
premier  one-design 
boat  for  racing  and 
cruising.  That's  our 
reward. 

But  if  you're  in  need  of 
a  reward  for  your  hard 
work,  we're  willing  to 
share. 

HOBIE  CAT 

PO.  Box  1008 
Oceanside,  CA  92054 
For  sales  information 

call:  (619)  758-9100 


Your  $2,000  IRA  investment  on  4/15/82  could 
have  earned  $1,796  by  12/31/83. 


Did  you  miss  this  tremendous 
IRA  growth  opportunity? 

Many  smart  investors  selected  one  or  a  combination 
of  SteinRoe  common  stock  Mutual  Funds  and  earned 
up  to  an  89.8%  cumulative  return  in  a  SteinRoe 
IRA.  That's  $1,796,  earned  in  a  little  over  20  short 
months,  since  many  investors  first  began  their 
IRA  investments. 

SteinRoe  IRAs  also  offer  more  flexibility  and 
diversification  than  certain  other  types  of  IRAs.  You 
may  shift  your  investments  freely  among  the  wide 
variety  of  SteinRoe  common  stock,  bond,  and 
money  market  funds  in  response  to  the  changing 
economy  and  your  individual  retirement  goals. 
Without  penalties. 

If  you  think  big,  open  a  new  SteinRoe  IRA  or 
switch  your  present  IRA  into  a  SteinRoe  IRA  today! 

•  Professional  Management  •  No-load,  no  sales 
charge  •  Free  telephone  exchange  with  other 
SteinRoe  Funds  •  Open  for  as  little  as  $500— 
subsequent  contributions  as  little  as  $50 

•  Automatic  reinvestment 


m 


fl 


Call  800-621-0320 

In  Illinois  Call  Collect  (312)  368-7826 

Stein  Roe  &  Farnham 


Outside 
of  Illinois. 


MUTUAL.     r  U  M  O  ^ 

There  may  be  substantial  penalties  for  distributions  from  ayi  IRA  Plan  prior  to  age  59x/i.  You  must  begin 
receiving  distributions  by  age  70Vi. 

Past  performance  is  not  necessarily  indicative  of  future  results;  and  the  performance  of  these  Funds  for  other 
periods  in  the  past  is  different. 

For  more  complete  information  about  the  Plan  and  the  SteinRoe  Funds,  including  management  fees  and 
expenses,  call  one  of  the  above  numbers  for  Plan  documents  and  prospectuses  of  the  Funds. 
Read  each  prospectus  carefully  before  you  invest  or  send  money. 

t  L984  SteinRoe  &  Farnham  50584072IRA3 


Readers  Say 


cd  significantly  to  USI's  total  operat- 
ing profits.  In  1983  consumer  operat- 
ing profits  will  be  between  40%  and 
45%  of  the  total.  Our  consumer  prod- 
uct lines  enjoy  significant  positions  in 
their  marketplace. 
— Cordon  A  Walker 
Chairman  and  CEO, 
U.S.  Industries,  Inc. 
Stamford,  Conn 


Perfect  son 

Sir:  May  I  add  to  your  point  on  Lee 
Iacocca  (Fact  and  Comment,  Feb.  13), 
there's  not  enough  money  in  the 
world  to  pay  a  man  who  calls  his 
mother  every  day  to  boot. 
— Helen  Ten  Eyck 
Mt.  Clemens,  Mich 


I  hope  not  too  hard — MSF 


We're  tough 

Sir:  A  statement  made  in  the  article 
"Everybody's  favorite  laundryman" 
(Dec.  5,  1983)  implies  that  banks  were 
in  fact  for  sale  in  the  Bahamas.  In  the 
Bahamas,  banks  cannot  be  bought  and 
sold  at  will,  and  there  are  strict  proce- 
dures for  not  only  establishing  a  bank 
but  also  for  transferring  a  bank's  own- 
ership. Before  an  application  to  obtain 
a  bank  license  or  to  transfer  owner- 
ship is  considered,  an  extensive  back- 
ground research  is  conducted.  For  in- 
dividual shareholders,  we  liaise  with 
law  enforcement  agencies,  both  local- 
ly and  internationally. 
— Michael  F.  Lightbourne 
Bank  Inspector, 
Bank  Supervision  Department 
The  Central  Bank1  of  the  Bahamas 
Nassau,  N.P  Bahamas 


Good  growth 

Sir:  Re  the  table  "Real  estate  plays  .  .  . 
with  liquidity"  (Dec  I<>,  1983, p.  154). 
Our  latest  12-month  cash  flow  was 
$3.40,  not  $3.30.  We  cannot  get  the 
9.2%  -  annual  dividend  growth  rate 
you  show.  On  Oct.  1,  1980  there  was  a 
spinoff  of  Koger  Co.  from  Koger  Prop- 
erties. If  you  use  pro  forma  account- 
ing, the  figure  is  over  20% .  If  you  use  a 
combined  result,  the  five-year  growth 
rate  is  38%. 
— Ira  M.  Koger 
Koger  Properties  Inc. 
Jacksonville,  Fla. 
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THE  BIG  THREE  IN  BUSINESS 
SOFTWARE.  BEFORE  YOU  BUY, 

SEE  HOW  THEY  RUN. 


Run  their  general  ledger.  Their  payroll /personnel. 
Their  entire  product  line  of  financial  and  human  resources 
software.  Run  the  packages  on  your  mainframe  and  link 
them  to  your  PC's.  Run  them  together  and  see  if  they 
work  together. 

W*fL         We  believe  y°u'n  discover  that  two 
of  the  big  three  offer  the  mere  appear- 
:  \    ance  of  integration,  while  one  offers 
H  I  &  I      the  real  thing.  Millennium.  A  true 
mtiesfy---     family  of  systems  in  which  the 
whole  works  as  smoothly 
as  any  part.  In  which  every  package  has  the 
same  query  mechanism,  the  same  report 
writers,  the  same  screen  generation, 
the  same  on-line  documentation, 
security  and  real-time  capabil- 
ities. Giving  you  more  efficiency 
than  ever  before  from  all  your  data  processing  resources. 

Of  the  big  three  in  software,  who's  blind  to  integration 
and  who's  not?  When  you  see  how  they  run,  you'll  know 
the  answer. 

WHEN  YOU  THINK  ABOUT  TOMORROW, 
MILLENNIUM  MAKES  SENSE  TODAY. 

McCormack  &  Dodge 

nn  a  company  of 

JfljO  The  Dun  &Bradstrcet  Corporation 


McCormack  &  Dodge  Corporation,  1225  Worcester  Road.  Natick,  MA  01760 
Sales  and  support  offices  throughout  North  and  South  America,  Europe,  Asia,  Australia  and  Africa.  800-343-0325.  Telex:  710-325-0329 


21st-centu 

cities  will  need 
refuse-to-energ 


America's  trash  keeps  piling  up.  If  s 
approaching  200  million  tons  a  year — 
and  we're  running  out  of  places  to  put  it. 

So  Signal  is  putting  it  to  use.  Our 
RESCO  systems  vaporize  trash  at  1800°F 
and"  use  the  heat  to  produce  electricity. 
They're  environmentally  sound,  because 
the  intense  heat  destroys  odors  and 
pollutants. 

Made  to  order  for  cities  of  the  21st 
century,  these  systems  have  proved 
successful  on  a  large  scale.  We  have 
owned,  operated  or  financed  trash-to- 
energy  systems  since  1975.  We  operate 
a  1 ,200-ton-per-day  facility  near  Boston 
and  a  2,000-ton -per-day  facility  in 
Florida.  Two  even  bigger  ones  are  sched 
uled  for  completion  this  year. 

Signal  is  committed  to  creating  this 
kind  of  leadership.  In  the  last  five  years 
we've  invested  over  $1.8  billion  in  re- 
search and  development.  Our  14,000 
scientists,  engineers  and  technicians 
have  created  thousands  of  innovative 
and  profitable  products  and  systems.  We| 
currently  hold  12,000  patents  worldwide 
and  added  800  last  year. 

Signal's  strategy  is  to  focus  this  huge| 
research  commitment  on  technologies 
that  will  be  vital  to  the  21st-century  econ 
omy,  in  areas  like  aerospace,  electronic 
communications  and  energy  develop- 
ment. Our  current  R&D  budget  is  nearly 
half  a  billion  dollars  a  year — one  of  the 
largest  in  the  country. 

For  more  information  about  Signal';| 
leadership,  write  for  our  Annual  Report 
and  a  copy  of  "Research  and  Innovation! 
The  Signal  Commitment,"  to:  Communicc 
tions  Department,  The  Signal  Companie 
11255  North  Torrey  Pines  Road,  La  Jollc| 
California  92037. 


-ompame?.,  inc., 


Signal 

Focused  for  the  future 
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Municipal  finance. 
Made  to  measure. 


In  municipal  finance,  every  problem 
—like  every  city— is  unique. 
Philadelphia,  for  example,  faced 
large  financing  requirements  for  its 
utilities.  We  created  a  marketing  plan 
for  the  first-ever  revenue  bond  program 
for  the  self-supporting  water,  sewer  and 
gas  systems,  and  since  1974  we  have 
senior-managed  revenue  bond  issues 
raising  over  $1  billion  at  rates  well 
below  what  general  obligation  bonds 
would  have  cost. 

In  Chicago,  the  Board  of  Educa- 
tion faced  financial  problems  that 
denied  it  access  to  the  capital  markets 
altogether.  To  buy  time,  we  quickly 
created  a  short-term  plan;  then  we 
designed  and  implemented  a  long-term 
solution  whose  centerpiece,  the  Chi- 
cago School  Finance  Authority  has 
since  successfully  issued  more  than 
$500  million  worth  of  bonds. 

As  part  of  its  preparations  for  the 
1984  Summer  Olympics,  the  City  of 
Anaheim,  California,  needed  to  build  a 
parking  structure— with  only  60  days, 
start  to  finish,  to  plan  and  ready  the 
financing  for  market.  None  of  the 
traditional  methods  would  work  in  that 
condensed  time  frame,  so  we  used  a 
Merrill  Lynch  innovation:  certificates  of 
participation.  At  the  time  it  was  the 
largest  financing  of  its  type  ever  done. 

And  that's  only  a  sampling.  Wg  can 
help  you  with  a  broad  range  of  creative 
alternatives,  such  as  leasing,  tax-exempt 
commercial  paper,  variable-rate  de- 
mand notes  or  real  estate  transactions, 
as  well  as  more  traditional  vehicles. 

Our  client-driven  approach  to 
municipal  finance  has  made  us  what 
we  are:  far  and  away  the  leader  in  the 
field.  The  one  investment  banking  firm 
to  deal  with  for  the  multitude  of  services 
you  need. 


Merrill  Lynch  Capital  Markets 

 Investment  banking 

Expertise  Across  The  Board. 


"With  all  thy  getting  get  understanding 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


AS  FOR  CHAIRMAN  CHERNENKO,  WE  MAY  HAVE 

more  to  worry  about  when  the  Politburo  runs  out  of  Old  Guard  survivors. 

FOR  THE  FAILURE  OF  OUR  BLOODY  EFFORTS  TO  SALVAGE  LEBANON 


most  Americans  will  not  blame  President  Reagan.  The 
Administration  and  our  allies  and  most  Lebanese  initially 
hoped  the  token  international  force  would  restore  Leba- 
non's independence  and  stave  off  Syria,  making  it  unnec- 
essary for  Israel  to  keep  battlements  in  the  South. 

Had  the  gamble  succeeded,  those  of  us  who  opposed 
sending  the  Marines  in  the  first  place  would  have  been 


leading  the  applause.  It's  what  the  U.S.  does  now  that 
will  affect  the  American  people's  judgment  of  their 
Commander  in  Chief's  judgment.  Pumping  New  jersey 
shells  into  Moslem  areas  won't  long  literally  protect 
Gemayel  and  Lebanese  Christians. 

So,  it's  back  to  the  drawing  boards. 

So,  in  the  Middle  East,  what  else  is  new? 


WARS  ALMOST  NEVER  END 

the  way  starters  had  in  mind. 


DON'T  KID  YOURSELF— 

Cutting  the  huge  projected  deficit  budget. 

The  jolting,  sustained  stock  market  slide  says  some- 
thing— though  no  two  certified  economists  (i.e.,  those 
with  an  expensive  piece  of  paper  that  says  they  are)  are  in 
agreement  on  the  message. 

Forgetting  whether  or  not  it  should  be,  the  fear  of  the 
deficit  is  hurting.  The  fact  that  no  one  knows  if  it  will  be 
$200  billion  or  $400  billion  is— to  put  it  mildly- 
unsettling.  Higher  interest  rates  threaten.  Volckerian 
contractions  seriously  cramp  the  wherewithal  to  finance 
recovery. 

A  plan  to  lop  $100  billion  off  the  deficit  would 
promptly  rekindle  recovery  not  only  here  but  abroad. 


IT  WILL  PLAY  IN  PEORIA 

Knock  off  a  few  $billion  from  "regular"  spending;  add  a 
few  $billion  from  "revenue  enhancement,"  accompanied 
by  a  crackdown  on  tax  shelters  and  avoidance.  Then  take 
a  real  hunk  from  the  likes  of  $billions  to  put  MX 
missiles  into  zeroed-in  old  holes,  and  stretch  out  the 
construction  time  of  those  two  $3.6  billion  carriers  to  be 
added  to  the  present  14.  A  few  such  lops  and  we'll  have  a 
better  defense  (see  Other  Comments,  p._  28),  as  well  as 
reinvigorated  recovery. 

Preventing  abortion  of  recovery  is  more  vital  to  this 
country's  and  the  Free  World's  strength  and  defense  than 
providing  every  one  of  the  $307  billion  being  sought  in  the 
labyrinths  of  Pentagonialand. 
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SARAJEVO'S  OLYMPIC  GAMES  FLAME  DIES 

soon  enough,  but  that  town's  fame  is  as  close  to 
eternal  as  any  place  gets  to  be  on  this  fragile 
spaceship  Earth. 

It  was  there  that  a  pasty-faced,  inflamed  Serbi- 
an student  fired  the  shots  that  killed  Austrian 
Archduke  Ferdinand  on  June  28,  1914.  The  ensu- 
ing demarches  escalated  into  World  War  I. 

It's  an  odd  feeling  to  put  your  feet  in  the  cement 
footprint  casts — as  we  once  did — that  mark  the 
place  where  student  Princip  triggered  the  deaths 
of  10  million,  the  downfall  of  dynasties  and  a 
remake  of  the  world's  map  that  hasn't  yet  ended. 
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THAT  THE  ARMY  WILL  BUY  13  MILLION  STUPID  NEW  FATIGUES, 


even  after  learning  from  actual  use  of  their  relative  use- 
lessness,  shouldn't  surprise  anyone.  How  long  it  took  the 
Army  to  "develop"  such  a  dud  isn't  known.  But  they've 
already  bought  6.4  million  sets  for  205  million  bucks. 
Now,  as  Time  reports,  "After  questioning  soldiers  from 
Bremerhaven  to  Grenada,  combat  command  officers  from 
Fort  McPherson,  Ga.,  reported  that  the  response  to  the 
current  battle  dress  uniform  was  'universally  unfavorable.' 
That  was  putting  it  mildly." 
So  how  does  the  Army  respond?  By  proceeding  with 


plans  to  buy  7  million  more  sets  for  another  $2 1 7  million. 

Remember  when,  under  Admiral  Elmo  Zumwalt,  the 
Navy  decided  to  do  away  with  the  traditional  middy 
blouse,  13-button  uniform?  They  issued  countless  new 
blues,  an  adaptation  of  the  chief  petty  officer  uniform, 
making  all  the  gobs  look  like  old-time  movie  theater 
ushers.  The  millions  of  dollars'  worth  were  so  unsatisfac- 
tory, they  finally  went  back  to  the  traditional  gob  garb,  five 
years  and  Smultimillions  later. 

What  is  it  with  these  Armed  Forces  procurement  types? 


RESTAURANTS— GO,  ,  STOP 

22  Mott  St.  (Tel:  962-8208).    forward  dishes.  Except  for  California  varieties,  the  wine  list 


•  Peking  Duck  House 

Among  New  York's  innumerable  Chinatown  restaurants, 
good  ones  are  not  quite  as  rare  as  good  ones  are  in  China 
itself.  Manhattan's  best  are  uptown.  But  this  atmosphere- 
less,  inexpensive  place  is  an  exception.  As  Mayor  Koch  said 
in  M,  "I  like  Chinese  food  and  the  best  is  called  the  Peking 
Duck.  If  I  were  not  in  government,  I'd  take  out  a  franchise 
myself,  and  you  could  have  Peking  duck  every  day." 

Cinco  de  Mayo— 349  West  Broadway  (Tel:  226-5255). 
Widely  heralded  as  New  York's  Mexican  best,  but  no 
Mexican  would  ever  claim  relationship  to  most  of  this 
pallid  stuff. 

•  The  Polo  Restaurant  (Westbury  Hotel) — Madison  at 
69th  St.  (Tel:  535-9141).  Within  a  muddled  decor,  dishes 
with  muddled  results  are  well  served.  Poached  salmon  was 
sliced  too  thin,  had  too  little  sauce  and  was  served  with 
avocados  not  ripe  enough,  but  the  puff  pastry  wedge  was 
perfect.  The  reasonably  limited  selection  of  hors  d'oeuvres, 
soups  and  entrees  is  surprisingly  repetitious,  i.e.,  sole  and 
salmon  on  both  sides  of  the  menu,  avocados  in  the  tomato 
soup  and  with  the  salmon  entree,  etc.  The  restaurant  seems 
to  do  a  good  business  with  pleasant  diners  who  apparently 
don't  realize  the  neighborhood  abounds  with  better. 

The  Jockey  Club  (Ritz-Carlton  Hotel)— 112  Central 
Park  South  (Tel:  757-1900).  The  panel-and-pnnts,  club-ish 
decor  is  first-rate,  and  so  are  some  of  the  limited,  straight- 


is  strangely  sparse  for  an  ambience  that  will  very  much 
appeal  to  big  spenders.  As  The  Jockey  Club  mellows  and  its 
kitchen  capability  moves  to  a  par  with  its  prices,  this 
attractive  restaurant  will  earn  its  keep. 

•  Lello  Ristorrante— 65  East  54th  St.  (Tel:  751-1555). 
Tasteful  setting,  splendidly  taste-full  Italian  foods.  Lello, 
with  two  floors  full  of  shoppers  and  workers  on  lunchtime 
break,  fits  right  in  with  this  Big  Apple  Heartland  of  High 
Prices.  Only  the  cardboardy  desserts  are  disappointing. 

•  The  Coho— 11  Fulton  St.  (Tel:  608-0507)  — is  self- 
touted  as  the  fascinatingly  restored  South  Street  Seaport's 
"finest  restaurant. "  Its  prices  are  the  richest  but  its  food  the 
poorest.  The  multiple  of  widely  varying  food  stalls  at  the 
Seaport  itself  are  infinitely  more  fun,  more  tasty  and  far 
more  reasonable. 

•  Le  St.  Jean  des  Pres— 112-14  Duane  St.  (Tel:  608- 
2332).  A  brilliant  combination  of  fire-engine-red  paint 
and  golden  brass  makes  this  high-ceilinged  Brussels- 
esque  bistro  a  most  happy,  bright  spot  in  lower  Manhat- 
tan's dreary  nighttime  scene.  The  dishes,  too,  are  bright, 
fresh  and  refreshingly  few.  It's  a  bit  far  down  from 
midtown,  but  the  savings  on  the  sprightly  wine  list  will 
cover  the  cab  fare,  and  the  rest  of  the  fare  (such  as 
chicken  salad  lumps  with  Roquefort  chunks  and  wee 
onion  rings)  rewards  the  time  spent. 
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ONE  WAT  TO  HANG  ON  A  BIT 

If  you're  reluctant  to  be  all  gone  when  you're  freshly  plants,  bone,  bone  marrow.-.  .  .  The  brother  of  one  possible 

dead,  sign  up  to  turn  over  any  useful  bits  and  pieces  of  donor  characterized  their  physician's  pursuit  of  body  parts 

yourself  to  the  living.  as  'almost  like  stripping  a  car.' 

What  greater  gift  can  anyone  leave  than  willing  one's  "For  many  of  the  donor  families,  giving  imbued  their 

functioning  parts  to  one  who's  not  yet  beyond  repair?  loss  with  a  special  dignity  and  significance.  'His  death 

Observed  Assistant  Managing  Editor  Loudon  Wain-  wasn't  a  total  death,' said  one  mother. 'I  feel  like  a  part  of 

wright  in  Life  magazine  a  while  ago:  "I'm  enlightened  him  lives  in  somebody  else,'  reflected  another, 

enough  to  approve  the  transplantation  of  human  parts  "My  own  reluctance  is  weakening.  My  liver  is  probably 

[that]  dramatically  improves  the  quality  of  the  recipi-  over  the  hill,  but  some  part  of  me  is  surely  suitable  for  a 

ents'  saved  lives.  second  chance." 

"There  were  almost  5,000  kidney  transplants  performed  Though  those  of  us  who  live  so  long  have  not  much 

in  the  U.S.  last  year,  and  more  than  15,000  corneas  went  to  unwithered  left,  everyone  should  carry  one  of  those  donor 

suitable  beneficiaries  at  a  success  rate  approaching  90%.  cards  that  say  to  doctors,  "Help  yourselves." 

From  deceased  donors,  other  recipients  got  pancreas  trans-  If  you're  lucky,  someone  living  will  be. 


TALK  ABOUT  GETTING 

There  are  those  enthusiasts  who  love  wines  and  know  a 
great  deal  about  them  and  share  their  enthusiasm.  There 
are  those  of  us  who  just  love  good  wine— and  will  drink 
bad  if  that's  all  there  is  to  be  had. 

Luckily  I  learned  early  the  costly  foolishness  of  the  wine 
snob's  pretension.  Nearly  twoscore  years  ago  we  were  out 
for  dinner  to  mark  an  Occasion.  The  meal  ordered  was 
fishy,  but,  rather  than  champagne,  I  thought  we'd  have  a 
"good"  white.  True  to  the  land  of  my  fathers,  Scotland,  I 
read  wine  menus  from  right  to  left.  One  white  was  priced 
astronomically,  relative  to  the  rest. 


YOUR  JUST  DESSERTS 

When  I  ordered  it,  our  waiter,  who  was  only  slightly  less 
stuffy  than  the  maitre  d',  humphed  and  asked  if  "you 
really  want  that."  I  responded  with  positive  acerbity. 

It  was,  of  course,  a  Chateau  d'Yquem,  a  wine  so  sweet  that, 
next  to  it,  any  syrup  could  be  mistaken  for  lemon  juice. 

So,  through  lobster  soup,  swordfish,  cheese  and  salad 
and  profiteroles,  we  sat  there  grimly  downing  Chateau 
d'Yquem. 

To  this  day  I  never  have  been  able  to  take  even  a  sip  of 
the  stuff. 

But  the  lesson  was  worth  the  price. 


WISE  HEADS  KNOW  INSTANT  CONCLUSIONS 

hearts  rule.  befit  bereft  minds. 


•  The  Takers— by  William  G.  Flana- 
gan (Bantam  Books,  $2.95).  The  hero  of 
this  novel  is  an  on-the-make  hotshot 
New  York  dealmaker  who  has  less  suc- 
cess in  the  sack  than  on  The  Street, 
where  he's  riding  high  until  he  borrows 
bucks  with  strings  that  eventually 
strangle.  Bill  Flanagan  knows  all  the 
jargon,  all  the  nuances,  and  for  once 


you  can  be  entertained  while  being  educated. 

Excerpt:  Marks  was  still  bitter.  Ignored  for  over  three 
I  years,  all  he  could  think  of  was  leaving  Franks  and  Com- 
|  pany,  and  making  them  regret  it  later. 

"Listen  to  me,"  Franks  said.  "It's  up  to  you  to  make 
I  sure  you  are  never  ignored.  It's  not  enough  to  do  a  good 

job  to  get  anywhere.  You  have  to  do  a  great  job.  And 

you  have  to  make  sure  you  get  the  right  credit  for  it, 
:  and  move  on  to  bigger,  more  challenging  things.  No 
]  one  is  going  to  pat  you  on  the  back  every  day  no 

matter  where  you  go.  You  want  applause,  be  an  actor. 

Be  a  comedian,  you'll  get  attention. 


"If  you  had  come  in  to  see  me  a  long  time  ago  and  told 
me  what  you  wanted  to  do,  maybe  you  wouldn't  have  had 
to  stay  in  the  mail  room.  That's  the  difference  between 
here  and  other  places.  You  try  and  go  and  talk  to  Walter 
Wriston. " 

Thomas  Eakins — by  Lloyd  Goodrich  (Harvard  Universi- 
ty Press,  $90).  These  two  volumes  are  lavish  in  scholarship 


and  illustration  about  the  U.S.'  greatest  artist  of  realism.  A 
pioneer,  for  whom  recognition,  in  the  best  of  bitter  tradi- 
tion, didn't  begin  until  he  died  nearly  eight  decades  ago. 
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Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editors  mind.  -MSF 


TV-ing  Reagan's  Speeches 

"They  show  me  coming  into  the 
hall,  and  they  show  me  up  there 
speaking,  maybe  one  sentence  aloud 
on  sound,  but  then  I  see  myself  speak- 
ing while  some  commentator  goes  on 
for  40  seconds  telling  the  people  what 
he  says  I  said.  They  don't  let  the  peo- 
ple hear  what  I  said." 

— President  Reagan,  Time 

A  Better  Defense 

In  the  teeth  of  an  immense  federal 
deficit,  the  President  is  asking  for  an 
immense  increase  in  military  spend- 
ing. .  .  .  $305  billion  in  budget  author- 
ity for  1985  and  beyond,  a  13%  in- 
crease. .  .  .  [But]  "How  much?"  is  less 
important  a  question  than  "For  what  ? " 
For  three  years,  instead  of  imposing  a 
coherent  overall  defense  strategy,  De- 
fense Secretary  Weinberger  has  done 
little  more  than  staple  together  the 
wish  lists  of  the  four  services. 

Restricting  the  Air  Force  and  Navy 
to  one  new  tactical  fighter  each  in- 
stead of  two  could  save  about  $25 
billion.  Similar  savings  could  be 
achieved  by  canceling  the  MX  missile 
while  proceeding  with  the  Midg- 
etman;  canceling  the  B-l  bomber  in 
favor  of  the  Stealth;  canceling  the  Tri- 
dent II  missile  while  continuing  Tri- 
dent I;  and  dropping  a  new  guided- 
missile  destroyer  while  continuing 


with  the  Aegis  cruiser.  One  and  may- 
be two  of  the  three  nuclear  supercar- 
riers  on  order  can  still  be  halted  profit- 
ably, along  with  their  aircraft  and  es- 
cort ships.  The  lifetime  saving  would 
run  about  $72  billion  per  carrier  bat- 
tle group. 

All  such  cancelations  could  save 
$200  billion  over  the  lifetime  of  the 
projects.  That's  not  just  a  lot  of  mon- 
ey. It's  money  that  can  be  better  spent 
for  other  things,  including  especial- 
ly— national  defense. 

— New  York  Times  editorial 

Acapulco  Dress  Code 

Evening — you  dress  more  in  keep- 
ing with  where  you  are  going.  A  love- 
ly restaurant  and  a  nice  place  to  dance 
should  rate  a  pretty  dress.  Men  need 
never  wear  either  ties  or  jackets  un- 
less they  are  planning  on  being  mar- 
ried or  buried. 

— Acapulco,  Mexico,  tourist  guide 

U.S.  News  and  Wriston 

Q.  You  are  worried  about  a  bad  peri- 
od. Why?  Is  it  because  the  federal  bud- 
get deficit  might  boost  interest  rates 
and  choke  the  recovery,  as  many 
economists  fear? 

A.  [Walter  Wriston,  chairman  of 
Citicorp]  No.  The  news  media  have 
programmed  their  word  processors  so 


that  when  you  hit  a  key  it  says,  "Big 
deficits  create  high  interest  rates."  As 
it  turns  out,  that  isn't  true.  We  had  a 
$50-to-$60  billion  deficit  when  the 
prime  rate  was  21.5%  in  1980.  Every 
year  the  estimate  of  the  deficit  got 
iarger  and  the  interest  rate  came  down. 
The  deficit  is  now  in  the  $200  billion 
range,  and  the  prime  rate  is  1 1%.  .  .  . 

I  don't  know  of  any  instance  in  his- 
tory where  raising  taxes  has  reduced  a 
deficit.  The  political  process  will 
spend  all  the  money  that  it  can  collect. 
— U.S.  News  &?  World  Report 


The  Fed  may  still  do  us  in. 
It  may  help  some,  though,  to 
know  that  it  didn't  mean  to. 

— Lindley  H.  Clark  Jr., 
Wall  Street  Journal 


Romance 

Romance  comes  to  people  with  opti- 
mism, with  a  sense  of  possibility:  yes, 
you  might  fall  in  love;  yes,  you  might 
perform  a  miracle;  yes,  you  might  get 
rich.  Something  good  will  happen  to 
you — that's  romance.  Americans  have 
it,  most  Europeans  don't. 

—Paul  Theroux,  GEO 

Well  Picked  Over 

Finding  oil  in  America  (especially 
in  the  lower  48  states)  is  tough.  No 
area  has  been  so  thoroughly  explored 
or  developed.  Of  the  702,000  produc- 
ing oil  wells  in  the  noncommunist 
world  in  1982,  609,000  were  in  the 
U.S.  Despite  increased  activity, 
proved  U.S.  oil  reserves  fell  from  39 
billion  barrels  in  1971  to  roughly  28 
billion  in  early  1983. 

— Robert  J.  Samuelson, 
National  Journal 

No  Truth  in  Advertising? 

Louisville,  Ky. — As  I  was  leaving  a 
restaurant,  I  picked  up  a  couple  of 
matchbooks  from  the  bowl  on  the 
counter.  "That  will  be  five  cents,"  said 
the  lady  at  the  cash  register.  I  dropped 
those  matchbooks  back  into  the  bowl 
as  if  they  had  ignited. 

"Five  cents!"  I  said.  "For  a  couple  of 
matchbooks?  Look,"  I  said,  picking 
one  up  again  gingerly,  so  as  not  to 
damage  the  merchandise,  "they  even 
advertise  your  restaurant.  You  are  go- 
ing to  make  me  pay  a  nickel  to  go 
around  advertising  your  restaurant? 
Look,  they  don't  even  tell  the  truth. 
See,  right  here  it  says,  'fine  steaks.'  " 

— Charles  Kuralt,  Dateline  America 


"Don't you  see,  Herb?  The  Seventies  are  over,  we  are  over, 
even  that  dumb  mustache  of  yours  is  over. " 
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low  did  RC  Cola  get  in  Easy  Money? 
How  did  Stokely  Chili  get  in  Mr.  Mom? 
How  did  MasterCard  get  in  Jaws  3-D? 

Associated  Film  Promotions  makes  the  arrangements! 


ibday  knowledgeable  adver- 
sers of  brand  name  products 
lid  services  seek  innovative 
iiedia  techniques  that  increase 
iisibility  and  enhance  aware- 
ess.  Product  placement  in 
notion  pictures  is  clearly  the 
I  lost  innovative  and  certainly 
lie  of  the  fastest  growing 
Kposure  vehicles. 

In  most  cases,  knowledge- 
ole  companies— large  and 
nail  alike— ask  Associated 
ilm  Promotions  (AFP)  to 
iiake  the  arrangements, 
i  Associated  Film  Promotions 
i  the  accepted  leader  in  rep- 
denting  corporate  America 
I  the  motion  picture  industry, 
lients  include  5  of  the  top  10 
rgest  national  advertisers, 
;  id  8  of  the  top  20.  But  budget 
not  a  limiting  factor.  The 
wnmon  ground  is  the  oppor- 
inity  open  to  these  advertis- 


ers, and  use  of  the  one  company 
that  delivers. 

AFP  placed  products  and 
services  in  E.T.,  Tootsie  and 
Rocky  HI.  During  the  last  year, 
we  were  in  7  of  the  top  10 
grossing  films,  and  in  149 
other  motion  pictures. 

The  audience  impressions 
that  can  be  delivered  is  awe- 
some indeed.  Consider  reach- 
ing over  50  million  people  in 
theatrical  release,  plus  addi- 
tional impressions  from  TV, 
cable,  VCR  sales  and  rentals, 
airline  and  foreign  distribution. 

With  that  kind  of  impact, 
this  powerful  new  source  of 
product  visibility  should  be 
seriously  considered  by  every 
advertiser.  Especially  since 
Associated  Film  Promotions 
actually  guarantees  to  place  a 
client's  product  or  services  in 
a  minimum  of  five  motion 


pictures  per  year. 

Associated  Film  Promo- 
tions also  offer  a  comprehen- 
sive package  of  marketing 
and  promotion  services  to 
augment  placement  of  prod- 
ucts in  feature  films. 

Our  large  staff  is  ready  to 


serve  you,  with  offices  in 
Century  City  (LA)  and  New 
\brk.  To  receive  our  informa- 
tive brochure,  including 
examples  of  our  extensive 
service  programs,  mail  this 
coupon  or  call  today. 


Esmark,  Inc.  is  a  holding  company  founded  on  the  principle 
that  its  most  important  function  is  to  increase  the  value  of 
its  shareholders  investment.  That  principle  is  the  guiding 
philosophy  of  our  Board  of  Directors  and  management. 
Since  1973,  Esmark  has  faithfully  followed  that  principle 
and  today,  as  the  company  enters  its  second  decade, 
its  commitment  to  that  principle  remains  as  clear  and 
strong  as  ever. 


The  results  of  this  commitment  are  illustrated  in  the  stock 
price  and  dividend  charts  below.  These  two  important 
elements  together  comprise  the  return  on  a  shareholder  s 
investment.  That  return  has  averaged  approximately 
25%  annually  over  the  past  decade.  In  fact,  if  a  shareholder 
had  bought  100  shares  in  1973,  investing  $2,837,  that 
investment,  assuming  all  dividends  had  been  reinvested, 
would  currently  equal  623  shares  with  a  present  market 
value  of  $28,502* 

*Asof  January  6,  1984 


Stock  Price  Performance 

Esmark  Stock  Price  — 
vs.  Dow  Jones  Average  OOO 
Adjusted  for  all  stock  splits 


Dividends  Received 

Initial  investment  of  100  shares. 
Assumes  all  dividends  reinvested 
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Esmark  Inc.,  55  East  Monroe  Street,  Chicago,  Illinois  60603 


Fact  and  Comment  II 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


ONE  PROMISE  MONDALE  WOULD  KEEP 


in  the  unlikely  event  he  gets  elected,  concerns  the  budget 
deficit.  Carter's  Vice  President  vows  he'll  reduce  it  to  half 
by  the  end  of  his  first  term,  even  though  he  would  substan- 
tially boost  government  spending. 

Mondale  would  cut  Washington's  red  ink  the  same  way 
he  and  Jimmy  Carter  did  it  in  the  late  1970s — through  a 
sharp  rise  in  taxes  and  through  debasing  the  dollar. 

When  the  Democrats  took  office  in  1977,  the  budget 
deficit  was  high.  Proportionately,  the  Republican's  red  ink 
of  the  previous  two  years  was  on  a  par  with  Reagan's.  But 
Carter-Mondale  weakened  the  dollar,  which  boosted  ex- 
ports, and  their  inflation  kicked  people  into  higher  tax 
brackets.  By  the  summer  of  1979,  the  federal  budget  came 
into  balance  and  our  balance-of-payments  shortfall  disap- 
peared. If  one  combines  government  revenues  and  spend- 
ing on  all  levels  in  this  country,  we  actually  had  a  surplus 
in  1978-79.  Our  record  on  deficits  was  just  about  the  best 


in  the  world,  matching  even  the  proverbially  thrifty  Swiss. 

The  Carter-Mondale  formula  for  balancing  the  budget 
wasn't  unique.  Lyndon  Johnson  used  it  successfully  in 
1968-69  and  the  GOP  did  it  in  1973-74.  Both  times  Uncle 
Sam  balanced  his  books. 

But  this  recipe,  of  course,  guaranteed  a  rip-roaring  infla- 
tion and  a  subsequently  severe  recession.  Which  explains 
why  interest  rates  soared  even  though  the  budget  deficit 
was  disappearing. 

So  Mondale's  promise  here  is  not  so  farfetched. 

There's  a  right  way  to  handle  the  budget  problem  and  a 
wrong  way.  Mondale  and  others  have  shown  us  how  it 
shouldn't  be  done — inflation  and  high  taxes.  The  right 
way,  which  John  Kennedy  used  in  the  early  1960s,  is  to  get 
a  grip  on  the  growth  of  government  spending,  cut  taxes  (or 
at  least  avoid  higher  ones)  and  stabilize  the  dollar  through 
a  gold-based  monetary  system. 


THE  DEMOCRATIC  NOMINEE 


for  Vice  President,  I'll  wager,  will  be  Senator 
Lloyd  Bentsen  of  Texas. 

He  provides  what  the  Democrats  need:  bal- 
ance. He  is  an  able  legislator.  He  is  slightly 
right  of  center  (at  least  by  Democratic  Party 
standards).  Most  important,  he  is  popular  and 
well  connected  in  his  home  state. 

Texas  is  not  only  the  third-most-populous 
state  in  the  Union,  it's  also  the  key  to  unlocking  the  South 
and  Southwest,  areas  where  Democratic  presidential  candi- 
dates have  performed  poorly  in  recent  years  and  areas  that 

STOCK  MARKET 

The  Super  Bowl  has  been  an  infallible  stock  market 
indicator  since  the  first  game  in  1967.  As  measured  by  the 
New  York  Stock  Exchange  composite  index,  the  market 
has  always  ended  the  year  on  the  upside  if  one  of  the 
original  National  Football  League  teams  (the  National 
Football  League  and  the  American  Football  League  were 
merged  more  than  a  decade  and  a  half  ago)  won  the  big 
game  and  lost  ground  if  one  of  the  American  Football 


are  rich  and  getting  richer  in  electoral  votes. 

Bentsen  is  also  a  skilled  politician  who  will 
be  able  to  handle  the  questions  on  the  differ- 
ences between  himself  and  Mr.  Mondale,  or 
any  other  likely  Democratic  nominee.  He 
briefly  ran  for  President  in  1976,  so  he  knows 
something  of  the  rigors  and  pitfalls  of  a  nation- 
al campaign. 

Bentsen  got  his  start  in  1970  when  he  won  an  upset 
victory  for  the  U.S.  Senate  over  his  opponent:  then-Con- 
gressman George  Bush. 

BOWLED  OVER? 

League  teams  triumphed.  In  mid-January,  the  bulls'  team, 
the  Washington  Redskins,  were  unexpectedly  trounced  by 
the  bears'  L.A.  Raiders. 

The  Dow  Jones  industrial  average  has  subsequently  fall- 
en more  than  100  points. 

Despite  that  inauspicious  start,  this  writer  still  thinks 
1984  will  be  the  exception  that  proves  the  rule  and  that  the 
DJI  will  reach  1400. 
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We've  got 
A.C.  Nielsen's  number 

DHL/1  Worldwide  Courier  Express,  now  makes 
time-critical  deliveries  overnight  throughout  the  U.S. 


While  other  companies  were 
still  hand-counting  bags  of  mail, 
A.C.  Nielsen  Jr.  was  finding  new 
ways  to  gather  vital  marketing 
information  for  America's  business 
via  computer. 

And  today  Nielsen  can  depend 
on  DHL  to  help  stay  ahead  of 
competition. 

"For  overnight  deliveries  of  time- 
critical  data  anywhere  in  the  U.S., 
I  can  count  on  DHL— their  figures 
speak  for  themselves,"  says  Nielsen 


More  on-time  deliveries  to 
more  places  around  the  world 
than  any  other  express  courier. 

Service  to  97%  of  the 
"Fortune  500." 

30,000  locations. 

Like  Nielsen,  DHL  has  spent  mil- 
lions on  state-of-the-art  equipment 


and  technology  to  stay  ahead. 

DHL  uses  727s,  Learjets, 
helicopters  and  its  large  fleet  of 
trucks  to  speed  urgent  documents 
and  packages  on  their  way 
—all  across  America. 

Service  this  fast  and  reliable 
makes  businessmen  like  Nielsen 
feel,  "DHL  is  the  next  best  thing  to 
taking  it  there  yourself." 

In  today's  business  world,  any- 
thing less  than  the  best  isn't  good 
enough. 

That's  why  Nielsen  says, 
"DHL  rates  with  me." 
For  information,  call  your  local  office 
of  DHL  Worldwide  Courier  Express. 


NEXT  BEST  THfNG  TO  TAKING /T  THERE  YOURSELF 


©  1983  DHL  Airways  Inc 


Edited  by  Howard  Banks 


What's  Ahead  for  Business 


The  squeeze 
on  pay 
was  real 


New  trust 

in  the 
paychecks 


The  pressures 
against  quickened 
union  ambitions 


WHY  WAGE  CLAIMS  WILL  STAY  MODERATE 

Wage  settlements  in  the  coming  18  months  or  so,  and  maybe 
longer,  should  remain  surprisingly  moderate,  with  new  contracts 
calling  for  annual  increases  in  the  4%-to-5%  range. 

It's  a  surprise  because  corporate  profits  are  likely  to  set  records, 
domestic  demand  is  well  up  and  new  jobs  are  being  created  at  a  very 
fast  clip. 

The  expected  moderation  is  more  surprising  given  that  real  spending 
power — what  people's  wages  will  buy  after  allowing  for  inflation — 
remains  way  down.  By  1982  the  average  weekly  nonfarm  real  wage  was 
over  one  dollar  in  ten  less  than  it  had  been  in  1977. 

Purchasing  power  recovered  by  some  3%  in  real  terms  in  1983,  an 
improvement  that  has  accelerated,  but  every  $10  in  today's  average 
pocketbook  is  still  worth  only  $9.30  in  prerecession  greenbacks. 

Hopes  for  moderation  at  the  bargaining  table  are  based  partly  on 
consumers'  growing  confidence  in  the  economic  recovery.  Trade 
unionists,  remember,  are  consumers  put  in  other  boxes  by  pollsters. 

With  inflation  stable,  consumers  now  trust  their  paychecks  are  safer. 
In  the  last  18  months  or  so  real  purchasing  power  has  zoomed.  Hence 
the  recent  retail  spending  boom.  Even  high  interest  rates  seem  to  raise 
fewer  fears;  look  at  the  uptick  in  new  housing  starts. 

Other  factors  reinforce  the  lack  of  militancy.  Some  companies  are  now 
more  self-confident  when  dealing  with  unions:  Greyhound  said  it 
could  do  without  union  labor  and  the  union  soon  settled. 

Trade  union  members  are  loath  to  resort  to  strikes  to  recover  give- 
backs  extracted  during  the  recession.  Those  that  do,  as  at  McDonnell 
Douglas,  have  mostly  failed  to  gain  much  extra,  if  anything  at  all. 

In  autos,  steel,  rubber  and  electrical  goods  like  TVs,  foreign  competi- 
tion has  trimmed  union  clout.  Workers  at  new  factories  set  up  to 
match  foreign  competitors  do  not  want  unions  (see  p.  98). 

The  strong  dollar  accentuates  what  is  happening  anyway.  Deregula- 
tion is  affecting  union  power  in  industries  like  airlines,  trucking  (the 
poor  Teamsters),  telecommunications.  And  the  general  swing  toward 
technology  and  service  jobs  does  traditional  union  strength  no  good 
whatsoever. 

The  longer  this  recovery  is  sustained,  obviously,  the  greater  the 
likely  recovery  in  union  aggressiveness,  though  maybe  not  back  to  the 
extreme  levels  of  the  mid-1970s. 

Even  in  still  heavily  unionized  industries,  onetime  industrywide  pay 
pacts  are  cracking.  There's  a  trend  to  profit  sharing;  workers  at  Ford 
and  GM  have  only  had  their  first  taste.  Employee  ownership  of  stock  is 
becoming  fashionable,  especially  in  airlines  (and  not  just  the  upstarts; 
old,  hard-pressed  ones  like  Eastern  are  following  suit). 

The  trend  is  for  workers  to  swap  pay  rises  now  for  a  stake  in  their 
employer's  future  prosperity.  It's  no  wonder  that  union  leaders  do  not 
like  what's  ahead. 
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The  Forbes  Index 

Forbes  Index 

12-month  close-up 

170 


Current  162.7 
Previous  160.8 
Percent  change   + 1.2 
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Rising  tide.  The  recovery  continues  to  gain  strength. 
Positive  trends  of  several  of  its  major  components  helped 
the  Forbes  Index  hit  another  new  high.  Retail  sales  show 
seasonally  adjusted  gains  of  2.2%  for  the  latest  month, 
and  13.1%  vs.  January  1983.  Industrial  production  was  up 
1.1%  from  December  and  now  stands  some  15.1%  higher 
than  it  was  the  same  time  a  year  ago.  Meanwhile,  an 


increase  in  spending  power  is  giving  consumers  more 
confidence  about  their  purchasing  abilities.  Personal  in- 
come is  up  1.3%  and  consumer  installment  credit,  1.8%. 
New  unemployment  claims  show  a  5.3%  month-to- 
month  drop.  On  a  disappointing  note,  new  housing  starts 
fell  0.8%  from  December  to  January,  vs.  a  10%  rise  from 
December  1982  to  January  1983. 


The  Forbes  Index  Components 


The  FORBES  Index  is  a  measure  of  U  S  economic  activity 
composed  of  eight  equally  weighted  elements:  Total  in- 
dustrial production,  new  claims  for  unemployment  com- 
pensation, the  cost  of  services  relative  to  all  consumer 
prices,  the  level  of  new  orders  for  durable  goods  com- 
pared with  manufacturers'  inventories,  total  retail  sales, 
new  housing  starts,  personal  income,  total  consumer 
installment  credit. 

To  measure  these  eight  elements,  FORBES  monitors  ten 
series  of  U.S.  government  data.  The  last  13  months'  data 
for  each  series  is  presented  at  right. 
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After  all,  who  knows  more  about 
German  cars  than  the  Germans? 


Audi  4000S  Sports  Sedan 


$12,980  Mfrs  sugg  retail  price  4-door  sedan  Title,  taxes,  transp  ,  registration,  dealer  delivery  charges  add'l  Sunroof  optional 


The  fact  that  our  Audi  4000S  is 
the  best-selling  Audi  in  Germany 
tells  you  a  great  deal  about  the  kind  of 
automobile  it  is. 

Ask  the  person  who  makes  one.  It 
enjoys  a  reputation  for  advanced  engi- 
neering in  a  country  where  the  level  of 
automotive  engineering  is  already  the 
most  advanced  in  the  world,  and  where 
they  expect  to  be  able  to  drive  a  sports 
sedan  like  this  on  the  Autobahn  at  sus- 
tained speeds  of  over  100  miles  an  hour. 


It  has  a  new  1.8-liter  Audi-designed 
engine  with  an  advanced  fuel  injection 
system  and  a  five-speed  manual  trans- 
mission that,  together,  take  you  smoothly 
from  0  to  50  in  7.9  seconds.  Fuel  efficiency 
is  [28]  mpg  city,  40  mpg  on  the  highway* 

Legendary  Audi  handling.  Front- 
wheel  drive,  built  with  a  mastery  that 
goes  back  over  fifty  years.  And  an  afforda- 


equipped  it  is. 

But  if  you  want  to  know  why  they  love 
the  Audi  4000S,  you  really  have  to  drive  it. 
For  your  nearest  dealer  location,  call  toll- 
free  1-(800)  FOR-AUDI  within  the  conti- 
nental U.S.  (*Use  estimated  mpg  for 
comparison.  Mileage  varies  with  speed, 
trip  length,  weather.  Actual  highway  mile- 
age will  probably  be  less.) 

PORSCHE  •  AUDI   ©  1984  Porsche  Audi 


bility  that  comes  as  a  pleasant  surprise 

'  Audi:  the  art  of  engineering 


consider  how  well 


Hewlett-Pack 
surge  in  offic 

Introducing  the  Pers  I 


The  principle  is  simple. 
Boost  the  productivity  of 
individual  PCs.Your  peo- 
ple, your  department,  even 
your  entire  company  will 
follow  suit. 

The  first  boost  occurred 
when  we  introduced  the  touchscreen 
HP  150  as  an  office  and  managerial 
workstation. This  made  personal  com- 
puting so  much  easier  and  faster 
that  individual  productivity  soared. 

Now  the  Personal  Productivity 
Center  combines  the  flexibility  of 
the  HP  150  with  the  power  of  our 
HP  3000  family  of  distributed 
computer  systems. 

You  can  shape  each  Productiv- 
ity Center  just  the  way  you  want 


it  by  adding  other  office 
and  computing  products 
from  our  extensive  range. 

You  can  link  mana- 
gerial and  secretarial 
workstations.  Create 
impressive  presentations, 
merging  business  graphics  and 
'  word  processing.  Store  them  on  large 
disc  files.  And  print  them  out  on  laser 
printers  and  color  plotters. 

Your  PCs  also  grow  more  productive 
by  increasing  the  range  of  software 
they  can  run.  In  addition  to  leading  PC 
programs  like  1-2-3™  from  Lotus™ 
and  popular  word  processing  pack- 
ages, they  can  use  HP  3000  business 
software  like  our  exclusive  Desk- 
Manager.  This  combines  electronic 


d  touches  off  a 
iroductivity. 

Productivity  Center. 


nail,  quick  memo  writing, 
Dersonal  filing  and  calen- 
dar functions.  And  each 
PC  can  access  data  proc- 
essing systems  and  large 
:orporate  data  bases. 

Personal  Productivity 
Centers  can  communicate  with  similar 
networks  in  other  parts  of  your  com- 
Dany,  as  well  as  your  mainframes.  Each 
system  can  expand  to  handle  more 
han  100  workstations.  And  you  can 
*row  without  involving  your  program- 
Tiers  in  any  software  conversion. 

So  if  PCs  alone  are  making 


/our  people  more  productive,  just  wait 
:ill  you  see  them  all  working  together. 


And  you  can  see  them  right 
now  by  calling  your  local 
HP  sales  office  listed  in  the 
white  pages.  Or  write  for 
complete  information  to: 
Hewlett-Packard,  Dept. 
~    ~™  31191, 19447  Pruneridge 
Avenue,  Cupertino,  CA  95014.  In 
Europe,  contact  Henk  van 
Lammeren,  Hewlett-Packard,  P.O. 
Box  529, 1180  Am  Amstelveen, 
The  Netherlands. 
It  could  turn  your  whole  company 
into  a  productivity  center. 

Productivity.  Not  promises. 

What  HEWLETT 

miUM  PACKARD 


1-2-3  and  Lotus  are  trademarks  of  Lotus  Development  Corporation. 
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What  do  a  right-wing  Republican  and  a 
left-wing  Democrat  have  in  common?  Sav- 
ing the  wealthy  millions  in  taxes. 


The  great 
windmill 
tax  dodge 


By  Ellen  Paris 


Y-  ou  ARE  driving  east  from  Los 
Angeles  through  the  windswept 
San  Gorgonio  Pass.  Five  min- 
utes after  the  Palm  Springs  exit,  you 
begin  to  see  them:  a  couple  of  hundred 
shiny,  fiberglass-and-steel  wind  tur- 
bines, their  14'/2-foot  blades  spinning 
furiously.  Their  purpose?  To  generate 
a  little  electricity  and  a  lot  of  tax 
savings.  Subtle  promotional  minds 
have  left  their  mark  on  this  barren 
California  terrain. 

Probably  4,500  of  these  windmills 
have  been  built  throughout  California 
since  1981  at  a  cost  of  around 
$100,000  to  $300,000  apiece,  or  over 
$400  million  in  all.  Why  would  people 
spend  that  kind  of  money  on  wind- 
mills?   Because    they're  efficient? 


Windmills  in  Tehacbapi  Pass,  near  Bakersfield,  Calif. 

Challenge  generous  tax  credits,  grouses  Congressman  Pete  Stark, 
and  you  are  labeled  "unpatriotic." 
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Hardly.  Windmill  generators  produce 
electricity  at  a  cost  including  capital 
investment  of  12  cents  to  15  cents  per 
kilowatt-hour.  Compare  that  with 
capital  and  production  costs  of  about 
4  cents  a  kilowatt-hour  for  coal,  about 
the  same  for  nuclear  at  today's  con- 
struction costs,  and  4.5  cents  in  pro- 
duction costs  for  oil-fired  generators. 

Since  when  has  economics  been  the 
sole  determinant  of  U.S.  investment? 
The  fact  is,  California  and  federal 
laws  have  made  windmills  perhaps 
the  juiciest  tax  shelter  in  the  land. 

It  started  in  1978  when  California 
legislators  brought  wind  power  under 
solar  power's  tax  treatment.  That 
gave  windmill  investors  a  25%  tax 
credit.  Then,  in  1980,  Congress  piled 
on  top  of  that  a  15%  special  federal 
energy  property  investment  tax  credit 
to  be  added  to  the  standard  10%  in- 
vestment tax  credit. 

That  means  if  you  build  a  windmill 
in  California,  and  are  in  the  top  tax 
bracket,  you  can  reduce  state  and  fed- 
eral taxes  by  37.5%  of  the  windmill's 
cost  (only  half  California's  25%  credit 
is  allowed  on  federal  returns).  The 
state  and  federal  credits,  in  effect,  can 
reduce  the  cost  of  wind  power  to 
around  6  to  8  cents  per  kilowatt-hour, 
almost  competitive  with  oil. 

Clearly,  a  thing  of  beauty.  And  the 
tax  shelter  promoters  have  been  quick 
to  capitalize.  Take  FloWind  Partners 
I,  a  $14.9  million  offering  of  limited 
partnerships  in  a  wind  park  marketed 
in  November  by  A.G.  Becker  Paribas 
and  Bateman  Eichler,  Hill  Richards. 

Here's  how  it  works:  An  investor 
puts  up  $100,000  for  a  partnership 
unit — $41,500  the  first  two  years,  the 
rest  in  the  third  and  fourth  years. 
FloWind  sells  its  electricity  to  Pacific 
Gas  &.  Electric  over  30  years  (Califor- 
nia utilities  are  required  by  federal 
law  and  state  regulation  to  buy  power 
from  windmills)  but  depreciates  its 
windmills  over  five  years.  Thanks 
mainly  to  depreciation,  each  unit's 
taxable  loss  is  projected  to  be  around 
$21,000  in  the  first  two  years — 
$10,500  after  federal  taxes  at  50%. 

Thus  far  the  FloWind  I  is  a  so-so 
shelter.  But  now  factor  in  those  lush 
investment  and  energy  tax  credits, 
which  the  partners  take  in  the  first 
two  years.  These  credits  are  worth 
around  $37,500,  remember,  on  every 
$100,000  unit.  So,  for  a  $100,000  unit, 
your  first  two  years'  investment  is 
nearly  repaid  by  the  savings  on  the  tax 
credit.  Add  to  the  credits,  operating 
losses,  and  by  the  end  of  the  first  two 
years  you  are  well  ahead  and  the  gov- 
ernment is  well  behind. 

For  the  third  and  ensuing  years,  of 
course,  the  credits  are  no  longer  avail- 


able. But  the  depreciation  still  is,  so 
that  the  tax  project's  losses  run 
through  the  fifth  year,  when  the 
equipment  has  been  fully  depreciated. 
Overall,  according  to  the  promoters' 
projections,  FloWind  I  will  earn  its 
partners  a  projected  25%  rate  of  re- 
turn on  their  investment  from  1983 
through  1993.  On  top  of  this  a 
FloWind  I  unit  owner  also  receives  a 
warrant  to  purchase  stock  in  affiliated 
FloWind  Corp.  in  the  event  that  the 
windmill  equipment  maker  should 
one  day  go  public.  It's  a  tax  shelter 
with  an  equity  kicker. 

FloWind  I  and  similar  deals  exist,  of 
course,  at  the  sufferance  of  politi- 
cians, and  the  federal  energy  credits 
are  set  to  expire  at  the  end  of  next 
year.  California's  run  out  at  the  end  of 
1986.  "Without  the  tax  credits 
[FloWind  Ij  is  just  a  marginal  deal," 
admits  Michael  Kranzley,  the  A.G. 
Becker  Paribas  vice  president  who 
handled  the  shelter's  marketing  in 
California.  In  fact,  the  windmill  in- 
dustry would  disappear  into  desert 
sands  without  the  credits,  barring 
some  dramatic  decrease  in  the  cost  of 
wind-generated  electricity,  which 
doesn't  seem  likely  very  soon. 

California  politicians,  from  conser- 
vative Governor  George  Deukmejian 


to  Democratic  Congressman  Fortney 
(Pete)  Stark,  are  opposed  to  extending 
the  tax  credits.  "These  aren't  wind 
farms,"  says  Stark,  a  power  in  the 
House  Ways  &  Means  Committee. 
"They're  tax  farms." 

But  the  tax  shelter  crowd  and  their 
political  allies  are  putting  on  a  big 
push  to  save  the  credits,  which  cost 
the  Treasury  around  $500  million  a 
year.  Two  California  assemblymen, 
leftist  Democrat  Tom  Hayden  and 
right-wing  Republican  Bob  Naylor,  re- 
cently coauthored  a  bill  with  State 
Senator  Gary  Hart  (not  the  U.S.  Sena- 
tor from  Colorado)  that  will  extend 
California  solar  and  wind  credits 
through  1986.  And  U.S.  Senator  Mal- 
colm Wallop  (R-Wyo.)  has  introduced 
legislation  to  extend  the  federal  cred- 
its through  1990  and  increase  them 
from  15%  to  20%.  In  the  House,  Con- 
gressman Cecil  Heftel  (D-Hawaii)  is 
doing  the  same  with  H.R.  4078.  "This 
is  a  tax  credit  that  serves  the  national 
purpose,"  Heftel  insists. 

There's  a  good  chance  such  rhetoric 
will  prevail,  and  opponents  are  re- 
signed to  it.  "If  you  criticize  the  tax 
credits,  people  think  you're  unpatriot- 
ic," says  Stark.  So  the  great  windmill 
tax  dodge  will  probably  get  a  second 
wind.  ■ 


There's  a  trend  toward  barter  in  world 
trade.  Consider  it  a  symptom  of  the  crum- 
bling of  the  international  monetary  and 
trade  systems  that  brought  peace  and  pros- 
perity after  World  War  II. 

Back  to  barter? 


By  Jean  A.  Briggs 


Suppose  you  have  an  affiliate  in 
Mexico  that  needs  to  import 
parts.  It  can  apply  to  the  govern- 
ment for  an  import  permit  and  then 
take  it  to  a  bank  for  the  necessary 
foreign  exchange.  It  could  be  a  long 
wait.  Mexico  has  few  dollars  and  lots 
of  people  who  want  them.  By  the  time 
your  affiliate  gets  a  few  dollars  to  buy 
the  parts,  the  business  it  wanted  may 
have  gone  elsewhere. 
Is  there  a  way  out?  Yes.  Your  affili- 


ate can  earn  some  foreign  exchange, 
which  it  then  may  be  permitted  to  use 
to  import  those  parts.  It  can  earn  this 
foreign  -  exchange  by  finding  some- 
thing made  in  Mexico  and  then  find- 
ing a  foreign  buyer.  Don't  try  this 
with  oil:  Mexico  has  no  trouble  sell- 
ing its  oil.  But  how  about  sulfur?  Or 
some  nice  plump  Mexican  tomatoes? 
Or  some  Mexican  twine?  Or  Mexican 
flowers?  Find  a  foreign  buyer  for  such 
products  and  the  Mexican  govern- 
ment will  probably  let  you  use  some 
of  the  foreign  exchange  for  your 
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own  purposes. 

In  the  old  days  they 
called  it  barter.  The  fancy 
new  name  is  counter- 
trade. It  is  growing  fast 
these  days,  fames  Walsh, 
an  economist  with  the 
Commerce  Department, 
estimates  that  between 
20%  and  30%  of  world 
trade  is  now  subject  to 
some  form  of  it — buy- 
back,  offset,  counter  pur- 
chase— and  that  by  2000 
the  proportion  could  be 
50% .  Barter  is  growing  be- 
cause the  world  debt  crisis 
is  making  ordinary  trade 
financing  difficult  and  be- 
cause the  overpriced  dol- 
lar is  squeezing  so  many 
developing  nations. 

Everybody  is  doing  it. 
Lots  of  shingles  have  gone 
up  for  outfits  that  offer  to 
take  business  people 
through  the  intricacies. 
Among  the  participants 
are  MG  Services,  the  New 
York-based  subsidiary  of 
Metallgesellschaft  AG., 
the  big  West  German  trad- 
ing company;  Internation- 
al Commodities  Export  Co.,  now  part 
of  Donaldson,  Lufkin  &  Jenrette;  and 
Phibro-Salomon's  Philipp  Brothers. 

General  Motors,  General  Electric, 
Control  Data  and  Combustion  Engi- 
neering have  had  in-house  expertise 
for  a  half-dozen  years  or  more.  Banks 
are  also  getting  into  the  act.  The  Ex- 
port Trading  Company  Act  of  1982 
gave  them  authority  to  set  up  their 
own  trading  companies  to  work  bi- 
lateral or  trilateral  deals.  At  last  count 
a  dozen  banks  said  they  would  do  so. 
Among  them:  Chemical  Bank,  Securi- 
ty Pacific  and  First  Chicago. 

Some  companies  have  used  coun- 
tertrade to  collect  debts.  Take  the  ex- 
perience of  Richard  Adams,  an  execu- 
tive with  IC  Industries'  Abex  Corp.  A 
Mexican  customer  owed  Abex  $2.5 
million,  but  couldn't  get  the  dollars  to 
pay.  So  Adams  hired  a  trading  com- 
pany, renegotiated  the  debt  in  pesos, 
and  got  his  customer  to  deliver  the 
pesos  to  the  trading  company's  Mexi- 
can subsidiary.  Then  he  waited  30 
days  while  the  subsidiary  bought  an 
array  of  Mexican  products,  sold  them 
in  the  world  market  and  delivered  dol- 
lars to  New  York. 

Aerospace  companies  have  had  to 
practice  barter  for  years.  McDonnell 
Douglas,  as  part  of  its  contract  to  sell 
F/A-18s  worth  $1.6  billion  to  Spain, 
has  engaged  a  marketing  expert  to  de- 
velop export  programs  for  every  con- 


ceivable Spanish  product.  It  has  prom- 
ised, among  other  things,  to  increase 
Spanish  exports  to  "a  substantial  por- 
tion" of  the  $1.6  billion  over  the  next 
ten  years. 

The  growth  of  such  barter  deals 
helps  keep  trade  flowing.  The  volume 
of  world  trade,  already  contracted  by 
the  1980-82  recession  and  by  the  se- 
vere debt  crisis,  would  be  even  small- 
er without  it. 

But  the  barter  phenomenon  has  its 
dark  side.  It  is  a  symptom  of  trouble 
in  the  world  trading  system,  a  system 
that  has  brought  the  world  unprece- 
dented prosperity  since  World  War  II. 
It  has  been  a  system  based  on  each 
nation's  selling  its  goods  in  the  best 
markets  it  can  find  and  buying  what  it 
needs  in  the  best  markets. 

Barter  is  a  departure  from  the  mar- 
ket mechanism  and  regression  to  a 
more  primitive  way  of  doing  business. 
It  involves  bilateral  trade  rather  than 
multilateral  trade.  Bilateral  trade 
practices  in  the  old  days  justified  im- 
perialism and  caused  bloody  wars. 
From  "you  buy  from  me  and  I'll  buy 
from  you"  it  was  only  a  short  step  to 
"buy  from  me  or  else."  Britain  owned 
India,  ergo  India  bought  British  manu- 
factured goods  even  though  other 
goods  might  have  been  better  and 
cheaper.  This  system  made  colonies 
an  asset,  not  a  liability.  Germany  in 
1914  and  Japan  in  the  1930s  and  1940s 


went  to  war  largely  be- 
cause they  wanted  and 
needed  protected  markets 
for  their  goods  and  captive 
sources  of  raw  materials. 

After  two  world  wars 
with  increasingly  devas- 
tating weapons,  the 
world's  wise  decided  that 
free  trade — based  on  the 
market  system — would 
help  do  away  with  both 
wars  and  colonialism. 
John  Maynard  Keynes 
generally  espoused  free 
trade.  A  lot  more  than 
economics  was  involved. 
Cordell  Hull,  Franklin  D. 
Roosevelt's  Secretary  of 
State  from  1933  to  1944, 
crusaded  for  free  trade. 
"Enduring  peace  and  the 
welfare  of  nations  are  in- 
dissolubly  connected 
with  friendliness,  fair- 
ness, equality  and  the 
maximum  practicable  de- 
gree of  freedom  in  interna- 
tional trade,"  he  wrote  in 
1937.  The  late,  great  Sum- 
ner Welles,  Undersecre- 
tary of  State,  said  of  free 
trade:  "One  of  the  surest 
safeguards  against  war  is  the  opportu- 
nity of  all  peoples  to  buy  and  sell  on 
equal  terms  and  without  let  or  hin- 
drance of  a  political  character." 

Without  convertible  currencies, 
free  trade  could  not  easily  flourish. 
After  World  War  II  the  world's  best 
statesmen  devised  both  an  interna- 
tional monetary  and  an  international 
trading  system.  Despite  some  sharp 
differences  of  opinion,  they  were  able 
to  agree  at  Bretton  Woods  on  both  a 
currency  exchange  system  and  on  the 
establishment  of  the  International 
Monetary  Fund.  Once  the  monetary 
system  was  in  place,  work  began  in 
earnest  on  the  trading  system.  Harry 
Hawkins  spearheaded  the  U.S.  effort. 
An  International  Trade  Organization, 
as  well  as  the  General  Agreement  on 
Tariffs  &.  Trade,  were  envisioned.  But 
by  1948,  when  negotiations  were 
complete,  Congress  backed  away.  It 
failed  to  approve  the  ITO.  The  GATT, 
negotiated  under  existing  statutory 
authority,  didn't  need  congressional 
approval.  The  GATT  has  been  the 
chief  instrument  for  promoting  liber- 
al trade  ever  since. 

And  it  has  worked,  not  perfectly, 
but  relatively  well.  Pre-World  War  II 
nations  excluded  from  the  juicier  bi- 
lateral trading  deals  often  saw  two 
choices:  grab  some  colonies  or  go  to 
war  to  force  their  goods  on  others. 
Under  the  new  system  Germany  and 
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Cordell  Hull,  FDR's  Secretary  of  State 

An  abiding  faith  in  free  trade  as  a  boon  to  peace. 


Japan,  two  of  the  old  aggressors,  now 
channeled  their  natural  aggressive- 
ness into  trading  and  manufacturing. 
Trade  no  longer  followed  the  flag. 
Swords  were  beaten  into  videocas- 
sette  recorders.  And  businessmen 
made  the  two  nations  much  richer 
than  their  soldiers  ever  could  have. 

Only  the  Soviet  Union,  among  ma- 
jor powers,  hung  back.  Its  economy 
was  not  market-oriented,  and  so  it 
resorted  to  barter  and  to  economic 
hegemony  enforced  by  arms. 

But  now  the  multilateral  trading 
system  that  served  the  world  so  well 
is  undergoing  terrific  strains.  Barter 
and  countertrade  are  not,  of  course, 
done  at  the  point  of  a  bayonet.  Still, 
they  represent  departures  from  the 
healthy  principle  of  "sell  where  you 
want,  buy  where  you  want." 

And  the  trend  rolls  on.  According  to 
a  survey  completed  recently  by  the 
National  Foreign  Trade  Council 
Foundation,  the  number  of  reported 
transactions  involving  some  form  of 
barter  has  been  increasing  at  a  rapid 
rate:  50%,  64%  and  117%  in  each  of 
the  last  three  years.  The  study  found 
that,  on  average,  8%  of  U.S.  export 
sales  is  subject  to  barter;  in  the  aero- 
space industry  the  figure  is  47%. 

Eighty-eight  countries  are  now  re- 


questing or  requiring  barter,  up  dra- 
matically from  28  three  years  ago  and 
only  15  in  1972. 

Mexico  is  one  of  the  latest  coun- 
tries to  provide  for  it.  A  year  ago 
Mexico  came  up  with  its  method  of 
providing  for  barter,  and  Carlos 
Morales-Troncoso,  Mexico's  trade 
commissioner  in  New  York,  says 
many  large  U.S.  companies  with 
Mexican  affiliates  are  trying  to  ar- 
range some  form  of  countertrade. 

Another  example:  The  state  of  Indi- 
ana is  trying  to  develop  grain-for- 
goods  trade  with  Mexico.  Barges  load- 
ed with  grain  regularly  move  down 
the  Ohio  and  Mississippi  Rivers  to 
Gulf  ports.  Why  not  take  them  across 
to  the  Yucatan  and  load  them  with 
Mexican  products  for  the  return  trip? 
Gary  Swaim  of  the  Indiana  Depart- 
ment of  Commerce  says  two  Indiana 
companies  have  recently  discussed 
barter  proposals  in  bids  on  contracts 
let  by  Conasupo,  the  Mexican  grain 
buying  authority. 

Other  debt-burdened  nations,  in- 
cluding Peru  and  Argentina,  are  con- 
sidering similar  barter-encouraging 
mechanisms.  The  Philippines  has  al- 
ready announced  one. 

Indonesia  probably  touched  off  the 
most  recent  barter  boom.  In  January 


1982  it  announced  that,  in  future,  any 
company  wishing  to  do  $500,000  or 
more  of  government  tender  business 
would  have  to  export  an  equivalent 
amount  of  Indonesian  products.  The 
U.S.  government  protested  and  a 
number  of  companies  walked  away, 
but  the  Indonesians  refused  to  back 
down.  To  date  the  policy  has  done 
more  to  cut  imports  than  it  has  to 
foster  exports.  But  it  shows  to  what 
lengths  some  countries  are  going  in 
order  to  survive  in  the  current  crisis. 

These  pro-barter  policies  are  mak- 
ing life  difficult  for  companies  doing 
business  abroad.  Take  ECI  Interna- 
tional, a  Virginia-based  exporter  of 
educational  equipment.  ECI  recently 
bid  on  a  contract  being  awarded  by  the 
Indonesian  ministry  of  manpower. 
Robert  McKee,  president  of  family- 
owned  ECI,  describes  some  of  the  con- 
volutions involved.  To  fill  the  order  at 
the  best  price,  McKee  priced  equip- 
ment in  Europe  and  sought  export 
credits  in  two  European  countries,  as 
well  as  in  the  U.S.  He  hired  barter 
experts  from  a  big  U.S.  bank  and,  lat- 
er, a  trading  company  to  buy  and  sell 
Indonesian  products.  He  lined  up  fi- 
nancing, at  the  Indonesians'  sugges- 
tion, with  two  Japanese  conglomer- 
ates. In  the  end  he  wound  up  with  $31 
million  of  the  contract — and  lots  of 
gray  hairs. 

Now  Malaysia  is  encouraging  coun- 
tertrade, too. 

People  have  been  burned  in  the  busi- 
ness. Others  are  bound  to  be.  One 
trader  tells  the  story  of  a  new  expert  at 
one  of  the  banks  who  took  back  coffee 
without  knowing  whether  it  was  quota 
or  nonquota  coffee.  Nonquota  coffee, 
he  explains,  can  be  marketed  in  only  a 
few  East  European  countries  and  com- 
mands half  the  price  of  quota  coffee. 
Essentially  this  kind  of  barter  is  a  zero- 
sum  game:  You  gain  a  sale,  I  lose  one. 
Barter  also  puts  more  rigidity  into  the 
international  trade  system. 

None  of  these  deals  is  bad  in  itself. 
But  barter  has  a  nasty  habit  of  feeding 
on  itself.  What  are  the  prospects  for 
checking  it?  Not  good.  Gary  Hufbauer 
of  the  Institute  for  International  Eco- 
nomics in  Washington  says,  "I  can 
think  of  only  three  events  that  might 
curtail  it  and  they  are  all  highly  un- 
likely. One  would  be  a  concerted  at- 
tack on  it  either  by  the  U.S.  or  Japan. 
Another  would  be  a  return  to  a  situa- 
tion where  debt  burdens  in  develop- 
ing countries  are  lower.  A  third  would 
be  a  high  growth  rate  in  the  OECD 
countries."  The  spread  of  barter  at  the 
expense  of  normal  multilateral  trade 
must  be  alarming  to  anyone  with 
even  a  rudimentary  knowledge  of  in- 
ternational economics.  ■ 
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How  some  very  smart  business  people  took 
a  famous  name  and  talent  and  made 
them  worth  $220  million. 


What's  in  a  name? 


By  Howard  Rudnitsky 


F|  rom  the  start  it  was  going  to 
say  Liz  Claiborne,  Inc.  over  the 
door  because  she  was  well 
known  in  the  trade  as  a  designer  of 
middle-priced  women's  clothes.  In- 
stead of  licensing  her  name,  as  Gloria 


Vanderbilt  does,  a  whole  company 
would  be  built  around  it. 

Claiborne,  her  husband  Arthur  Or- 
tenberg  and  friends  Leonard  Boxer  and 
Jerome  Chazen  scraped  up  $250,000 
in  1976.  They  also  borrowed  from  the 
factors  who  grease  the  apparel  trade 
with  expensive  lubricant  when  banks 


Liz  Claiborne  shop  in  Macy's  New  York  store 

For  the  working  woman,  someone  to  rely  on. 


Liz  Claiborne 

Her  image  brings  higher  prices. 

turn  up  their  noses. 

Liz  is  a  hot  property  in  the  women's 
media,  with  her  picture  on  a  recent 
cover  of  Savvy.  Liz  Claiborne,  Inc.  is 
even  hotter  in  the  rag  trade.  From  a 
standing  start  in  1976 
it  went  to  $23  million 
revenues  in  1978.  To- 
day it's  around  $220 
million.  It  is  one  of 
the  biggest  women's 
sportswear  and  apparel 
makers,  having  shot 
past  Palm  Beach  Inc.'s 
Evan-Picone.  Profits 
run  to  $20  million- 
plus.  That  represents 
an  incredible  return: 
9%  on  sales,  40%  on 
equity. 

The  idea  was  simple 
Take  Liz  Claiborne's 
lines  of  well-made, 
fashionable  sportswear 
that  could  be  worn  to 
the  office.  To  hold 
down  distribution 
costs,  Claiborne  would 
concentrate  on  the  big 
department  stores.  No 
need  then  to  spend 
heavily  wooing  the 
hordes  of  small  store 
buyers,  detail  men  and 
road  men.  Even  today 
almost  a  quarter  of 
Claiborne's  sales  are  to 
ten  big  department 
stores. 

Each  of  the  partners, 
meanwhile,  contribut- 
ed a  particular  skill  to 
the  business.  As  presi- 
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dent  Liz  brought  her  name  and  design- 
ing talent.  Ortenberg  had  over  20 
years'  experience  in  textiles  and  ap- 
parel, and  was  president  of  the  textile 
and  consulting  firm  Fashion  Products 
Research,  Inc.  Boxer  had  the  produc- 
tion contacts  to  help  line  up  overseas 
suppliers.  He  ran  production  for  seven 
years  at  Susan  Thomas,  Inc.,  an  appar- 
el subsidiary  of  Genesco.  Chazen,  the 
fourth  partner,  has  20  years'  experi- 
ence in  manufacturing  and  marketing 
women's  sportswear. 

The  ranks  of  the  career  working 
women,  Claiborne's  consumers,  are 
over  12  million  strong  and  growing 
10%  a  year.  They  spend  a  big  piece  of 
their  paycheck  on  the  right  kinds  of 
clothes,  and  Liz  Claiborne  has  her 
customer's  number:  "She  is  a  busy 
lady  [who]  has  neither  the  time  nor 
the  inclination  to  shop  the  old-fash- 
ioned way  of  visiting  four  or  five  de- 
partment stores,"  says  Claiborne  in 
the  firm's  1982  annual  report. 

Fashion  has  a  big  element  of  show 
business,  depending  heavily  on  pub- 
licity to  build  a  fashion  and  quality 
image  that  attracts  the  insecure.  You 
can  trust  the  famous  Liz  Claiborne's 
taste,  can't  you?  Claiborne's  "glam- 
our image  gets  us  higher  prices,"  ex- 
plains one  of  her  executives. 

The  formula  worked.  Today  Clai- 
borne clothes  sell  more  than  the 
roughly  $220-per-square-foot  average 
for  other  sportswear  brands.  In  big 
stores  where  Claiborne  has  its  own 
boutiques  the  average  is  around  $400. 

In  exploiting  the  Claiborne  image, 
the  partners  didn't  neglect  to  consider 
the  needs  of  the  department  stores. 
There  is  a  normal  four-season  buying 
cycle  in  the  apparel  trade.  How  much 
better  if  there  could  be  more  and 
shorter  seasons.  That  would  make  for 
better  inventory  turnover.  So  the 
Claiborne  people  invented  two  more 
seasons — pre-spring  and  pre-fall — to 
let  stores  buy  six  smaller  inventory 
"lumps"  of  fresh  merchandise  a  year 
instead  of  four  larger  ones.  That  cut 
inventory  costs  for  the  stores.  Also, 
Claiborne's  overseas  suppliers  operat- 
ed more  efficiently  with  two  extra 
cycles  filling  their  slack  periods. 

Which  helps  explain  why  Clai- 
borne's return  on  equity  is  so  high. 
Because,  unlike  other  apparel  firms,  it 
contracts  out  manufacturing  (some 
65%  overseas).  That  enables  them  to 
avoid  any  big  fixed  investment. 

To  keep  sales  growth  and  return 
high,  Claiborne  has  added  lines  like 
dresses  and  girls'  wear.  They  also  get 
royalties  from  the  Liz  Claiborne  name 
on  products  like  shoes  and  handbags 
and  from  selling  through  the  Spiegel 
mail-order  catalog. 


How  have  the  founders  fared?  Spec- 
tacularly. Those  four  original  stakes 
of  $62,500  now  translate  into  about 
8.5%  each  of  the  outstanding  shares, 
with  a  total  market  value  of  $95  mil- 
lion. Cathleen  Mackey,  an  analyst  at 
First  Manhattan  Co.,  expects  1584 


earnings  to  be  up  over  35%,  to  $2.75  a 
share.  The  stock  currently  trades 
around  $26.  Deducting  the  book  value 
of  the  assets,  that  capitalizes  the  Clai- 
borne name  at  a  nice,  round  $220  mil- 
lion. What's  in  a  name?  In  the  rag 
business,  everything.  ■ 


It's  not  easy  being  a  billionaire.  Just  ask 
Mawin  Davis.  Some  days  it  seems  as  if 
everyone  is  out  to  get  the  rich  fellow. 


20th  Century 
fox 


By  Richard  L.  Stern 


The  U.S.  attorney  in  Chicago  has 
launched  an  investigation  into  three 
former  officers  of  Continental  Illinois 
National  Bank  &  Trust  Co.  of  Chica- 


Marvin  Dans  and  wife,  Barbara,  at  a  charity  hall 
Why  would  a  billionaire  contest  a  $4,100 fine? 


go.  They  had  interests  in  oil  wells 
controlled  by  billionaire  Marvin  Da- 
vis. All  three  acquired  their  interests 
while  they  were  at  the  bank  and  the 
bank  was  lending  Davis  huge 
amounts  of  money.  Of  the  three,  two 
now  work  for  Davis. 

In  Washington,  D.C., 
meanwhile,  attorneys 
for  the  federal  Bureau 
of  Land  Management 
are  scouring  their  law- 
books looking  for  pre- 
cedents to  see  if  they 
can  reclaim  from  Davis 
several  thousand  feder- 
al acres  in  the  state  of 
Wyoming  that  could 
contain  large  amounts 
of  oil. 

In  New  York  the 
U.S.  Attorney  is  trying 
to  grab  the  half  of 
Twentieth  Century- 
Fox  owned  by  fugitive 
Marc  Rich.  He  and  Da- 
vis bought  the  big  mo- 
tion picture  studio  in 
1981  for  $722  million. 

Marvin  Davis.  That 
wily  fox  who  made  a 
billion  dollars  with  his 
unerring  nose  for  doing 
just  the  right  thing  at 
just  the  right  time.  He 
sold  half  his  oil  proper- 
ties for  $630  million  in 
1981  to  Hiram  Walker. 
The    Canadian  whis- 
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keymaker  later  realized  that  it  didn't 
come  close  to  getting  what  it  thought 
it  was  getting  from  Davis.  Hiram 
Walker  took  a  $175  million  (Canadi- 
an) writedown  on  the  deal. 

Davis,  however,  has  lost  none  of  his 
shrewdness.  His  half  interest  in  Fox 
only  cost  him  $85  million  in  cash;  the 
rest  came  from  bank  loans  and  part- 
ners like  Aetna  Life  &  Casualty.  Da- 
vis sold  most  of  his  big  interests  in 
Denver  real  estate  for  heaps  of  cash  to 
Prudential  just  before  that  overbuilt 
market  collapsed  about  two  years  ago, 
leaving  millions  of  square  feet  of  va- 
cant office  space.  Developers  have 
been  giving  away  one  year's  rent  on 
five-year  leases.  Now  Davis  has 
bought  out  Aetna's  interest  in  some 
remaining  joint  properties  around 
Denver  and,  in  addition,  has  taken 
over  Aetna's  interest  in  Twentieth 
Century-Fox  real  estate,  too. 

Meanwhile,  the  300-pound  Marvin 
Davis  continues  to  be  one  of  the  top 
petroleum  wildcatters  in  the  nation, 
if  not  the  number  one.  In  recent  years, 
according  to  the  Petroleum  Informa- 
tion Corp.,  Davis  has  discovered  more 
oil  and  gas  fields  in  the  U.S.  than  all 
the  oil  giants  but  the  Standard  Oil  Co. 
of  Indiana. 

Not  least  of  Davis  Oil's  hot  finds  is 
a  potentially  giant  discovery  in  the 
Powder  River  Basin  of  northeastern 
Wyoming  and  Montana.  The  circum- 
stances surrounding  that  find  have 
made  some  federal  officials  unhappy. 
So  unhappy,  in  fact,  that  the  govern- 
ment has  suspended  its  entire  oil  and 
gas  lottery  program. 

Davis,  says  a  Bureau  of  Land  Man- 
agement spokesman,  failed,  as  re- 
quired by  federal  law,  to  report  the 
find  to  the  bureau.  Ignorant  of  that 
find,  the  U.S.  government  put  oil 
leases  on  18  units  of  nearby  acreage 
into  a  lottery  instead  of  auctioning 
them  to  the  highest  bidder  as  a  known 
geological  area  with  great  oil  poten- 
tial. According  to  the  government, 
Davis  bought  9  of  the  18  units  from 
lottery  winners  who  paid  only  $75  for 
a  lease. 

How  much  did  Davis  pay  the  lucky 
winners?  One  seller  who  didn't  want 
his  name  used  says  he  was  able  to 
retire  at  45,  but  it  doesn't  take  all  that 
much  oil  to  retire  the  ordinary  man  at 
45.  As  an  example  of  how  valuable 
these  leases  really  were,  Amoco  paid 
$850,000  at  auction  for  a  nearby  par- 
cel similar  to  ones  that  went  for  $75 
at  lottery. 

For  allegedly  withholding  vital  in- 
formation, the  Bureau  fined  Davis  Oil 
$4,100,  but  Davis  contested,  and  the 
fine  has  been  rescinded  pending  fur- 
ther investigation.  A  Davis  spokes- 


man claims  that  the  discoveries  were 
filed  with  all  of  the  appropriate  agen- 
cies, including  those  of  the  federal 
government. 

Why  would  billionaire  Davis  con- 
test a  $4,100  fine?  Because  there  is  a 
danger  that,  if  the  fine  sticks,  the  gov- 
ernment might  find  a  way  to  take  the 
land  back,  or  at  least  sue  for  more 
favorable  terms. 

One  of  Davis'  biggest  potential 
problems  is  the  Continental  Illinois 
bank  affair.  The  story  broke  in  a  co- 
pyrighted article  recently  in  the  Den- 
ver Post,  the  result  of  brilliant  investi- 
gative reporting.  Bank  Chairman  Rog- 
er E.  Anderson  says  that  he  is 
"shocked"  and  has  launched  an  inter- 
nal investigation. 

One  of  the  three  who  got  pieces  of 
Davis  wells  is  George  R.  Baker,  for- 
mer Continental  executive  vice  presi- 
dent and  once  in  line  for  the  chair- 
manship. (He  now  is  an  investment 


banker.)  Baker,  together  with  former 
Executive  Vice  President  Gerald  Berg- 
man and  former  Senior  Vice  President 
James  Cordell,  allegedly  acquired 
overriding  royalties  on  Davis  wells. 

Neither  Bergman,  who  now  is  an 
executive  at  Twentieth  Century-Fox, 
nor  Cordell,  who  is  a  consultant  to 
Davis  Oil  in  Denver,  would  talk  to 
Forbes.  Baker,  through  his  lawyer,  de- 
nied any  wrongdoing  and  said  he  be- 
lieved top  bank  management  "had 
full  knowledge  and  condoned  this 
kind  of  investment  activity."  A 
spokesman  for  Continental  Illinois 
said  it  is  cooperating  with  the  investi- 
gation by  the  U.S.  Attorney's  office  in 
Chicago. 

Meanwhile,  Marvin  Davis  is  drill- 
ing wells  all  over  the  place  and  rein- 
vesting in  Denver  real  estate.  Given 
his  nimble  timing  in  the  past,  what 
does  that  tell  you  about  commercial 
real  estate  and  oil?  ■ 


Remember  Osborne  Computer?  Who  could 
forget?  Well,  its  on  the  comeback  trail — it 
says.  Another  question  is  why? 


(Os)borne  again? 


By  Jeff  Blyskal 


We  weren't  a  victim  of  IBM 
or  of  any  market  trend,"  says 
President  Ronald  Brown  of 
Osborne  Computer  Corp.'s  mortar- 
shell  rise  and  fall  last  year.  "We  were 
victims  of  ourselves.  If  that's  right,  all 
we  have  to  do  is  get  ourselves  back  on 
track." 

Very  nice  sentiment.  Six  months 
after  the  company — one  of  the  most 
spectacular  boom-to-bust  stories  in 
the  microcomputer  industry — sought 
the  protection  of  Chapter  1 1,  Osborne 
is  still  in  its  Hayward,  Calif,  head- 
quarters and  is  getting  ready  to  take  a 
second  shot.  That's  why  Brown  and 
founder  Adam  Osborne  gave  Forbes 


exclusive  interviews  last  month  on 
the  eve  of  presenting  to  the  judge  a 
radical  reorganization  plan.  Osborne's 
major  creditors  say  they  have  been 
working  with  the  company  on  the 
reorganization.  Why  not?  What  have 
they  to  lose  now? 
Here's  the  company's  story: 
Osborne  is  not  dead.  Brown  tells  us 
the  company  has  been  selling  about 
1,000  units  a  month  from  inventory 
since  December.  (That's  down  from 
6,000  to  7,000  a  month  before  the 
fall.)  Approximately  80%  goes  over- 
seas, where,  according  to  Brown,  a 
strong  distribution  network  has  kept 
sales  going. 

Brown  also  claims  Osborne  is  run- 
ning a  "very  positive  cash  flow"  and 
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has  paid  off  some  $3  mil- 
lion of  its  debt  out  of  op- 
erations since  entering 
Chapter  11 — no  miracle 
with  small  manufactur- 
ing costs  and  protection 
from  creditors. 

The  reorganized  com- 
pany would  concentrate 
on  the  international 
market,  primarily  Eu- 
rope, while  gradually  re- 
building the  U.S.  mar- 
ket, according  to 
Brown's  hopeful  projec- 
tions. Any  new  products 
on  the  horizon?  Devel- 
opment of  an  IBM-com- 
patible computer  is 
"near  completion"  and 
another  model  is  in  the 
works.  "But  I  don't  want 
to  talk  about  that," 
Brown  says.  And  some- 
day, he  hints,  there 
could  even  be  a  public 
offering. 

To  be  sure,  any  new 
computers  developed  for 
Osborne  will  be  made  by 
someone  else.  The  reor- 
ganization would  take 
Osborne  out  of  manufac- 
turing. It  would  imitate 
mighty  IBM,  which  has 
Teledyne  producing  its 
PC  Jr.  Research  and  de- 
velopment would  also  be 
farmed  out. 

So  what  would  be  left? 
Osborne  proposes  fiscal 

1984    sales    of  15,000   

units.  Take  away  the  standard  com- 
puter dealer  and  distributor  markups 
(usually  25%  to  40%  each)  on  Os- 
bornes,  retailing  now  for  about  $  1 , 1 00 
and  $1,600  in  the  U.S.  market,  and 
revenue  to  the  company  probably 
averages  $620  per  machine.  So  $9.3 
million  sales,  or  only  a  little  more 
than  one-eighth  the  $70  million  Os- 
borne did  in  fiscal  1982,  looks  more 
realistic  on  15,000  units.  Take  out 
marketing  and  administration  costs 
and  you  don't  have  much. 

The  numbers,  assuming  Osborne 
were  to  continue  as  an  independent 
concern,  don't  add  well  even  if  some 
of  the  strategic  assumptions  do  seem 
valid.  Simon  Pearce,  a  computer  in- 
dustry market  researcher  with  Inter- 
national Data  Corp.'s  London  office, 
confirms  that  Osborne  "had  a  very 
strong  position  in  Europe  before 
Chapter  11." 

Trouble  is,  though,  European  sales 
are  now  down  30% — even  after  prices 
were  slashed.  "I  don't  think  they're 
making  much  money,"  Pearce  says  of 


OSBORNE 

COMPUTIR  CORPO'PATION 


Adam  Osborne  in  better  days 

Wolves  and  pallbearers  at  the  door;  is  there  a  way  out? 


the  centerpiece  of  the  recovery  plan. 
Meanwhile,  creditors  are  owed  some 
$45  million,  Brown  reports.  There's 
reason  enough,  then,  to  doubt  wheth- 
er Osborne's  prospects  are  as  hopeful 
as  Brown  paints  them. 

But  factor  in  one  other  consider- 
ation, the  possibility  of  a  buyout,  and 
his  plans  might  make  more  sense. 

Right  after  the  Chapter  1 1  filing  last 
September,  then-President  Robert 
Jaunich  II  sought  out  potential  buy- 
ers, Brown  recalls.  But  there  were  no 
takers  then.  Ah,  but  get  out  of  Chap- 
ter 1 1  with  a  going  concern  and  quiet- 
ed creditors,  and  a  buyer  has  some- 
thing to  buy.  He  could  more  quickly 
take  advantage  of  Osborne's  $10  mil- 
lion to  $30  million  worth  of  tax-loss 
carryforwards. 

The  Osborne  name  and  still-extant 
dealer  network  in  Europe  is  worth 
something,  too.  The  company  appar- 
ently knows  the  overseas  market 
pretty  well.  And  it  has  one  advantage 
overseas:  Osborne  manuals  and  pro- 
grams use  the  languages  of  the  coun- 


tries in  which  they  are 
sold,  which  sounds  pret- 
ty elementary,  but  many 
other  makers'  manuals 
don't  do  that  even  yet. 
"People  who  have  used 
personal  computers  in 
any  country  have  had  to 
learn  English,"  says  Jo- 
anna Hoffman,  Apple 
Computer's  internation- 
al marketing  manager. 

Kenneth  Bosomworth, 
president  of  Internation- 
al Resource  Develop- 
ment, Inc.,  a  Norwalk, 
Conn,  market  research 
firm,  says  the  European 
market  for  personal 
computers  is  about  40% 
the  size  of  U.S.  sales,  or 
about  $3.2  billion,  and  is 
an  attractive  market. 
Osborne  may  have  had 
only  5%  of  the  European 
market  in  1982,  but 
5% — fourth  place — of 
such  a  relatively  unde- 
veloped market  is  worth 
more  than  it  looks. 

There  are  several  con- 
ceivable buyers.  One  is 
Xerox,  which  eagerly 
took  on  Osborne  servic- 
ing after  the  collapse. 
(Xerox  does  not  respond 
to  such  speculation.) 

With  $25  million  in 
debt  officially  lopped  off, 
assuming  the  courts  and 
creditors  approve 

  Brown's  reorganization 

plan,  creditors  might  get  far  more  on 
the  dollar  in  a  buyout  than  in  a  liquida- 
tion. Reorganization  with  no  buyout 
could  mean  a  long  wait  for  an  admit- 
tedly weak,  unsure  thing  to  pay  off. 

Skeptics,  however,  abound.  "The 
tax  losses  are  the  only  asset  they 
have,"  argues  one  of  its  venture  cap- 
italists who  requested  anonymity. 
"The  company  is  absolutely  dead!" 

What,  meanwhile,  of  Adam  Os- 
borne, the  much-publicized  founder, 
whose  aggressive  drumbeating  for  a 
new  "executive"  personal  computer 
before  it  could  be  delivered  helped  get 
the  company  in  trouble?  He  remains 
chairman  but  says  he  doesn't  run  the 
company  day-to-day. 

Osborne,  45,  is  presently  thumping 
his  drum  for  a  new  startup  venture, 
Software  Seed  Capital  Corp.  "I'll  have 
a  real  story  to  tell  about  SSC  the  first 
week  of  March,"  he  says.  "We're 
working  on  something  that  will  blow 
the  lid  off  the  PC  market." 

There  will  be  further  reports  here, 
as  warranted.  ■ 


46 


FORBES,  MARCH  12,  1984 


"The  office  automation 
I  bought  for  everyone 

in  the  corporation  aoesift 
incorporate  everyone." 


Exxon  stops  the  shock, 
office  automation  for  everyon 


Introducing 
the  Exxon  Business 
Support  System. 


An  office  automation  system  that  can't  support 
everyone  in  your  corporation  can  lead  to  some  very 
shocking  experiences. 

The  right  power  to  the  right  people 

That's  why  Exxon  Office  Systems  now  offers  more 
practical  office  automation  solutions  that  help  everyone 
in  the  corporation  to  be  more  productive.  With 
the  Business  Support  System,  Exxon 
mmF  extends  its  fully  integrated  line  of  office 

I    §§    automation  products  to  support  man- 
■PPi  [  @l    agers,  professionals,  and  administrators, 
as  well  as  secretarial  staff. 

Our  Business  Support  Sys- 
tem includes  word  processing, 
electronic  spread  sheet,  business 
graphics,  electronic  mail  and  file  shar- 
ing. With  communications  flexibility 
that  lets  you  access  outside  data  bases  and 
interact  with  most  mainframe  computers. 
Exxon  puts  it  together  for  everyone  with  a  fully 
integrated  system.  Without  the  complications.  Without 
the  shock. 


vith  fully  integrated 
n  the  corporation. 


fVith  windowing,  you  can  combine 
lata,  graphs  and  text  in  a  single 
locument 


Office  automation  for 
those  who  shape 
the  corporation 

The  Exxon  Business  Sup- 
port System  features  the  new 
EXXON  750  Professional  Work- 
station, specifically  designed 
for  those  who  perform  ana- 
lytical tasks  that  involve  data, 
graphics  and  text  processing, 
t  offers  complete  information  processing  capability 
long  with  the  advanced  computing  functions  a  profes- 
ional  needs. 

Our  new  Professional  Workstation  is  designed  with 
ual  architecture  —  so  it  can  run  both  8-  and  16-bit 
pplications  software.  And  this  powerful,  integrated 
oftware  lets  you  move  instantly  from  text  to  data  pro- 
essing  —  without  changing  programs.  Best  of  all,  the 
lexible  design  of  our  new  Professional  Workstation 
5  ready  for  adaptation  to  the  most  popular  operating 


systems  and  network  inter- 
faces. 

And  by  using  the  multi- 
tasking operating  system  of 
the  new  EXXON  750  Profes- 
sional Workstation,  you  can 
divide  the  high  resolution  bit- 
map display  into  several  win- 
dows and  work  in  a  number 
of  functions  simultaneously. 
You  can  shift  information 
from  one  window  to  another. 
You  can  preview  the  page  lay- 
out, and  produce  an  integrated 
text/graphics  document  on  our  quiet  EXXON  965  InkJet 
Printer.  Or  print  it  out  on  a  color  plotter. 

Office  automation  for 
those  who  support  the  corporation 

The  Exxon  Business  Support  System  also  sim- 
plifies the  work  of  administrative  and  secretarial  per- 
sonnel with  the  EXXON  500  Series  —  the  information 
processor  that's  recognized  throughout  the  industry 
as  among  the  easiest  to  learn  and  use. 


Anything  you  create  on  the  Professional 
Workstation,  the  EXXON  965  Ink  Jet 
Printer  can  quietly  print  out. 


The  EXXON  750  Professional  Workstation. 


Tying  everyone  together 

At  the  core  of  our  Business  Support  System  is  the 
EXXON  8400  Series  controller.  With  its  UNIX*-based 
operating  system,  it  can  integrate  all  levels  of  worksta- 
tions to  share  information  and  programs. 

Everyone  can  keep  track  of  schedules  and  meetings 
with  time  management  and  calendaring  functions, 
whether  their  workstation  is  an  EXXON  500  Series 
Information  Processor  or  a  new  EXXON  750  Professional 
Workstation.  And  everyone  can  send  and  receive  mes- 
sages easily  with  transparent  electronic  mail. 

With  our  cross  reference  search,  anyone  can  rapidly 
locate  files  based  on  a  large  number  of  attributes  — 
including  author,  file  name,  length,  date  created,  key- 
words or  phrases  —  and  any  combination  of  the  above. 

Visible  means  of  support 

As  always,  Exxon  supports  all  its  products  with  a 
comprehensive  plan  of  service  and  support,  designed  to 
eliminate  the  shocks  of  automating  your  corporation. 
It  begins  with  a  "needs  analysis"  survey,  carries  on 
through  installation  and  training,  and  extends  into  the 
future  through  our  toll-free  number. 

From  the  time  you  purchase  your  equipment  from 
an  Exxon  sales  office,  our  computerized  service  man- 
agement system  will  maintain  a  complete  record  of  it. 
Even  before  our  field  engineer  arrives,  we  have  begun  to 
solve  your  problem. 


And  with  our  worldwide  sales  and  service  organi- 
zation, you  can  be  sure  that  when  you  need  assistance, 
Exxon  will  be  there. 

An  expandable,  shockproof  family 

Exxon  protects  your  office  automation  investment 
by  not  only  making  all  these  workstations  fully  expand- 
able and  upgradeable,  but  by  designing  the  entire  Busi- 
ness Support  System  to  be  compatible  with  our  current 
product  line. 

And  with  our  new  low  profile  keyboard  and  inter- 
faces that  are  totally  consistent,  everyone  can  move 
from  one  workstation  to  another  without  retraining.  So 
if  you've  already  begun  an  Exxon  system  with  our 
information  processors,  printers,  and  controllers,  you 
can  continue  to  grow  with  the  latest  Exxon  advances. 

That's  how  Exxon  incorporates  everyone  —  in  one, 
shockproof  family. 

For  more  information 

Call  800-327-6666,  write  Exxon  Office  Systems, 
P.O.  Box  10184,  Stamford,  CT  06904-2184,  or  use  the 
coupon  below. 

We'll  be  happy  to  demonstrate  how  the  Exxon  Busi- 
ness Support  System  can  help  your  corporation  move 
into  the  future  . . .  without  the  shock. 

•UNIX  is  a  trademark  of  Bell  Labs. 


Exxon  Office  Systems 

P.O.  Box  10184,  Stamford,  CT  06904-2184 

□  Please  send  me  more  information  about  the 
Exxon  Business  Support  System. 

□  Please  have  your  representative  call. 

Name  

Title  

Company  

Address  

City  


FRB  0312 


State 


Zip_ 


Telephone 


800-327-6666  (IN  CT,  800-942-2525) 


E^ON 

The  future...without  the  shock. 


OFFICE 
SYSTEMS 


When  Victor  Posner  moved  into  Universal 
Housing  &  Development,  everybody  lost- 
even  Posner.  Is  he  losing  his  touch? 


Bad  news,  sir. 
We're  in  the  black 


By  Jayne  A.  Pearl 


If  the  wiliest  shark  can  chip  a 
tooth  occasionally,  then  even  Vic- 
tor Posner,  who  started  out  deal- 
ing houses  in  Baltimore's  slums,  can 
outsmart  himself. 

That  seems  to  be  what's  happened 
with  Posner's  manipulation  of 
his  Universal  Housing  &  Devel- 
opment Co.,  which  he  merged  a 
couple  weeks  ago  into  his  Securi- 
ty Management  Corp.  (SMC).  In 
Posner's  empire  this  is  a  tiny  blip; 
only  a  fortnight  ago  he  made 
much  bigger  news  when  senior 
executives  of  his  ailing  Evans 
Products  Co.  quit  in  a  huff  after 
Posner  put  his  relatives,  includ- 
ing a  21 -year-old  daughter,  into 
key  posts.  Still,  the  Universal 
deal  might  be  another  sign  Posner 
is  losing  his  touch. 

Of  course,  some  of  Universal's 
1,700  minority  shareholders 
complain  they  have  been  taken  to 
the  cleaners,  but,  in  fact,  they 
didn't  have  much  to  start  with 
and  asked  for  what  they  got. 

Back  in  1971  Universal  was  a 
moneylosing  real  estate  invest- 
ment trust  that  had  invested  in  a 
portfolio  of  FHA-VA  mortgages. 
Posner,  a  trustee  who  owned 

about  5.6%  of  Universal,  offered   

to  help:  He  sold  overvalued  and  mort- 
gaged properties  to  Universal  (which 
Universal  was  able  to  depreciate  over 
the  years)  in  exchange  for  more  than  4 
million  newly  issued  shares,  giving 
him  an  81.6%  stake,  plus  $463,000  to 
his  SMC.  Posner  certainly  didn't  mis- 
lead anyone;  that  1971  proxy  stated 
that  the  value  of  Posner's  side  of  the 
exchange  "substantially  exceeds 
SMC's  cost  basis  for  the  properties  .  .  . 
[and]  substantially  exceeds  the  two 
independent  appraisals  of  the  land  to 


be  acquired." 

He  also  gained  for  Security  Manage- 
ment any  tax-loss  benefits  Universal 
might  incur  by  arranging  for  them  to 
file  joint  returns.  The  agreement  said 
that  once  the  company  with  losses 
returned  to  profitability,  it  would  be 
reimbursed  to  the  extent  the  healthy 


Victor  Posner,  the  company  collector 
At  best  he  loses  $3  million. 


company  had  depleted  applicable  tax 
losses.  Along  the  way,  SMC  would 
charge  Universal  for  advisory  and 
management  fees.  Back  then,  Univer- 
sal's shares  traded  at  about  half  its 
book  value  of  $4.50  a  share.  The  ex- 
change diluted  Universal's  book  value 
to  $1.28. 

Since  SMC  stepped  in,  Universal 
reported  net  losses  of  $26.5  million, 
which  translated  into  almost  $8  mil- 
lion of  tax  benefits,  transferred  legally 
and  properly  to  SMC.  But  suddenly 


Posner  ordered  the  minority  stock- 
holders bought  out  and  formally 
merged  Universal  and  SMC.  Alas,  it 
seems  that  Posner's  earlier  maneu- 
vers pushed  him  into  an  uncomfort- 
able corner. 

Thirteen  years  of  negative  cash 
flow  forced  Posner  and  family-owned 
SMC  to  prop  up  Universal.  The  out- 
standing Posner-SMC  loans  and  ac- 
crued interest  now  add  up  to  $28  mil- 
lion. And  Posner  has  personally  guar- 
anteed $12.5  million  in  loans  from 
Manufacturers  Hanover  Bank.  Those 
loans  and  guarantees  were  "against 
the  advice  of  his  counsel  and  against 
better  business  judgment,"  says 
Posner's  tax  attorney,  Martin  Rosen 
of  New  York-based  Rosen  &  Reade. 
"His  pride  and  his  character  would 
not  permit  him  to  let  any  venture  he 
is  affiliated  with  go  bad,"  claims  Ro- 
sen. Without  Posner's  credit  exten- 
sion, of  course,  Universal  would  have 
defaulted  long  ago  on  its  mortgage 
payments  and  other  obligations. 

Posner's  latest  affliction  is  Univer- 
sal's first  period  in  the  black  since  he 
stepped  in.  For  the  six  months  ended 
Oct.  31,  1983,  Universal  reported 
net  income  of  $63,000  (compared 
with  a  $1.3  million  loss  the  year 
before)  from  increased  rental  in- 
come, real  estate  sales  and  a  de- 
crease in  interest  expense.  Re- 
member, as  soon  as  Universal 
earns  enough  to  pay  taxes,  SMC 
has  to  reimburse  it  for  the  tax- 
loss  carryforwards  SMC  used  for 
itself.  The  merger  conveniently 
dissolves  SMC's  obligation. 

Posner  paid  off  the  minority 
stockholders  at  $1.25  per  share 
(the  thinly  traded  stock  recently 
ranged  from  5/s  to  l'/s).  Of  course, 
that  does  not  include  any  com- 
pensation for  the  use  of  the  $8 
million  in  tax-loss  benefits  SMC 
made  use  of  since  1971. 

When  the  minority  sharehold- 
ers complain  that  they  aren't  get- 
ting much,  Posner's  man  Rosen 
says,  "They  may  not  think  so,  but 
they  were  in  a  company  that  had 
gone  nowhere  and  had  nowhere 

  to  go."  Selling  the  property  and 

paying  the  liabilities  would  have  left 
zero,  he  says. 

But  if  those  minority  stockholders 
don't  have  much,  there  is  some  per- 
verse consolation  because,  as  a  result 
of  this  latest  merger,  Posner-the-ac- 
quisitor  will  inherit  Universal's  low 
tax  base,  which  will  expose  SMC  to  a 
substantial  tax  liability.  At  best, 
Posner  stands  to  lose  $3  million  for  all 
his  finagling.  At  worst,  who  knows? 
And  that  doesn't  sound  like  the  Victor 
Posner  of  old.  ■ 
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MERCEDES  -BENZ 


The  performance 
renaissance  accelerates: 
introducing  the  new 
Mercedes-Benz 
380  SE  Sedan. 


THE  NEW  380  SE  joins  the 
Mercedes-Benz  line  at  a  most 
propitious  moment-just  as 
America  rekindles  its  appetite 
for  mightily  responsive 
automobiles. 

An  automobile  more 
likely  to  satisfy  that  appetite  is 
difficult  to  conceive. 

The  380  SE  is,  in  a  word, 
potent.  It  combines  a  3.8-liter 
gasoline  V-8  engine  with  a 
3,685-lb.  curb  weight,  creating 
a  ratio  of  power  to  weight 
conducive  to  formidable  over- 
the-road  performance. 

As  invigorating  as  the 
380SE's  turbine-smooth  accel- 
eration is  its  willing  throttle 
response  at  almost  any  speed. 
Power  reserves  seldom  feel 
less  than  massive.  Yet  in  stop- 
and-go  urban  traffic,  the 
Mercedes-Benz  380  SE  feels  as 
docile  as  the  proverbial  lamb. 


This  robust  V-8  engine  is  testi- 
mony to  how  far  Mercedes- 
Benz  has  advanced  perfor- 
mance-engine technology 
since  the  age  of  the  cast-iron 
behemoths. 

A  LIGHTWEIGHT  V-8 

For  example,  the  block  itself 
is  one  of  numerous  engine 
components  fabricated  in 
aluminum  <2//qy-making  this 
V-8  as  notable  for  the  weight  it 
saves  as  for  the  power  it 
generates. 

It  is  meanwhile  as  resis- 
tant to  heat,  vibration  and  wear 
as  a  conventional  iron-block 
V-8.  Note  that  the  pistons  ride 
on  cylinder  walls  having  a  sil- 
icon surface-a  substance  so 
hard  that  it  must  be  machined 
by  diamond-tipped  tools. 

Mercedes-Benz  engineers 
introduced  fuel  injection  to 


passenger  cars.  In  the  380 SE, 
fuel  is  metered  to  the  cylinde 
by  a  sophisticated  third-gene 
ation  C.I.S.  continuous  injec- 
tion system. 

Power  flows  to  the  rear 
wheels  through  a  crisp-shiftir 
four-speed  torque  converter 
automatic  transmission. 

The  380 SEs  performanc 
is  maximized  by  its  extreme! 
low  wind  resistance.  (Why  ba 
tie  the  wind,  when  you  can  o\ 
wit  it?)  Its  0.37  aerodynamic  ! 
Cd  comes  within  a  whisker  o 
the  most  ballyhooed  aero- 
dynamic sensations  of  the  da^ 

RESPONSIBLE 
ROADHOLDING 

The  380  SE  s  forged  light-alloj 
wheels  are  the  most  visible 
elements  of  a  suspension  sysj 
tern  set  up  for  determined 
driving. 

Mercedes-Benz  believe.^ 
that  a  performance  automobi 
that  was  all  speed  and  no  han 
dling  would  be  an  act  of  engi 
neering  irresponsibility.  Thu? 
you  may  be  as  taken  with  the 
380 SEs  roadholding  as  with 
its  power. 

You  may  be  equally  take 
by  its  steering  precision.  A 
power-assisted  recirculating- 
ball  steering  system  lets  you 
guide  this  substantial  machim 
with  pinpoint  accuracy.  No 
luxury-car  sponginess. 


*See  your  authorized  dealer  for  complete  warranty  information  ©1983  Mercedes-Benz  N  A  ,  Inc  ,  Montvale.  NJ 


380SE  SEDAN 


jtomobiles  built  to  move  this 
ell  should  also  be  built  to 
op  with  equal  responsive- 
fcss.  The  380  SE  is  engineered 
)  stop  with  the  power  of  four 
isc  brakes.  Total  swept  brake 
[ea:  456  square  inches. 

CRAFTSMANSHIP  LIVES 
le  cabin  accommodates  five 
arsons  within  93.6  cubic  feet 


of  volume.  Their  comfort  is 
further  enhanced  by  an  array 
of  electric,  electronic  and 
other  amenities.  Especially  in- 
genious are  the  10-way  electric 
adjustment  controls  for  each 
front  seat-activated  by  a  tiny 
facsimile  of  a  seat. 

The  380  SE  confirms, 
among  other  truths,  that  pa- 
tiently crafted  automobiles  are 


still  being  produced  in  the 
1980s.  It  is  an  example  of  con- 
summate workmanship-from 
the  precise  fit  of  every  panel  to 
its  hand-finished  Zebrano 
wood  interior  trim. 

Mercedes-Benz  wants 
your  380 SE  to  be  as  pleasur- 
able to  own  as  it  is  to  drive. 
One  proof  of  this  is  a  new 
48-month-or-50, 000-mile 
limited  warranty* 

RESALE  PERFORMANCE 

Mercedes-Benz  automobiles 
have  been  shown,  year  after 
year  after  year,  to  retain  a  high 
percentage  of  their  original 
value.  This  performance  can 
be  as  reassuring,  in  its  way,  as 
the  380 SEs  over-the-road 
performance. 

The  ultimate  380  SE  acco- 
lade may  have  been  voiced  by 
the  Editor  of  Car  and  Driver, 
in  a  recent  survey  of  Americas 
most  desirable  automobiles: 
"There  is  nothing  like  a  big 
Mercedes  V-8.  Nothing.  It  is  a 
car  that  is  simultaneously  fun 
to  drive,  strong  as  a  D-8  Cat, 
and  luxurious  enough  for  all 
but  the  irresponsibly  sybaritic." 

® 

Engineered  like  no  other 
car  in  the  world 


Is  an  anti-antismoking  advertising  cam- 
paign really  hazardous  to  R.J.  Reynolds 
Tobacco's  financial  health? 


Dumb  like  a  fox 


By  Kevin  McManus 


In  recent  years  tobacco  execu- 
tives have  all  but  ignored  the 
smoking-versus-health  issue  and 
have,  in  part,  succeeded  in  defusing  it. 
But  R.J.  Reynolds  Tobacco  Co.  and  its 
chairman,  Edward  A.  Horrigan  Jr., 
have  broken  ranks.  Early  this  year, 
they  fired  the  first  shot  in  a  national 
advertising  campaign  aimed  at  cast- 
ing doubt  on  the  assertion  that  smok- 
ing causes  certain  diseases. 

"Over  the  years,"  Reynolds'  first  ad 
reads,  "you've  heard  so  many 
negative  reports  about  smoking 
and  health — and  so  little  to  chal- 
lenge these  reports — that  you 
may  assume  the  case  against 
smoking  is  closed.  But  this  is  far 
from  the  truth."  Despite  repeated 
findings  by  U.S.  health  authori- 
ties that  smoking  is  dangerous,  a 
"causal  relationship,"  Reynolds 
goes  on  to  say,  remains  unproved. 

Even  so,  why  is  Reynolds 
dredging  up  the  issue?  What  can 
the  company  possibly  gain?  In 
fact,  there's  already  some  evi- 
dence that  Reynolds  stands  to 
take  a  public  pummeling.  Ap- 
pearing recently  on  ABC's  Night- 
line  and  NBC's  Today,  Horrigan 

repeatedly     circled  questions   

about  the  evidence  linking  smoking 
and  disease.  His  antagonist,  John 
Banzhaf,  a  George  Washington  Uni- 
versity law  professor  who  heads  an 
organization  called  Action  on  Smok- 
ing &  Health  (ASH),  connected  solid- 
ly in  exchanges  like  this: 

Banzhaf:  Mr.  Horrigan,  you've  ad- 
mitted that  no  one  study  can  prove  or 
disprove  the  issue.  The  question  is: 
What  do  the  studies  show  when  exam- 
ined together  by  reputable  scientists? 

Horrigan:  We  have  an  advisory 
board  made  up  of  some  of  the  most 


eminent  scientists  in  America  who 
pass  on  the  grants  awarded  each  year 
by  the  tobacco  industry.  Those  are  no- 
strings-attached  reports  that  scien- 
tists are  free  to  do  and  publish,  as 
opposed  to  studies  that  we  say  have 
never  made  the  press. 

Banzhaf:  Mr.  Horrigan,  you  ducked 
the  issue.  .  .  . 

To  understand  why  Horrigan  is 
willing  to  submit  to  such  grilling, 
keep  this  in  mind:  Reynolds  has  been 
deposed  by  Philip  Morris  USA  as  the 
biggest  seller  of  cigarettes  in  the  U.S. 


Reynolds  Chairman  Edward  A.  Horrigan  Jr 
The  case  isn't  closed,  he  says. 


As  total  cigarette  consumption  kept 
declining,  smokers  last  year  lit  up 
fewer  Winstons,  Reynolds'  best  sell- 
ers, than  they  did  in  1982,  according 
to  John  C.  Maxwell  Jr.,  an  analyst 
with  Lehman  Brothers  Kuhn  Loeb. 
Other  Reynolds  brands  have  kept  slip- 
ping, too.  Meanwhile,  federal  and 
state  taxation  as  well  as  legislation  to 
restrict  smoking  continue  to  threaten 
the  industry. 

Horrigan  insists  he  wants  only  to 
inform  the  public  there's  more  than 
one  side  to  the  smoking  issue,  not 


that  he  wants  to  encourage  smoking. 
Yet  others  observe  that  if  the  ad  cam- 
paign succeeds  in  quelling  the  health 
fears  of  only  a  fraction  of  those  smok- 
ers who  otherwise  would  have 
stopped  smoking,  Reynolds  benefits. 
"The  great  majority  of  smokers  ac- 
cept the  principle  that  smoking  is 
harmful,"  says  ASH's  John  Banzhaf. 
"And  studies  seem  to  show  that  9  out 
of  10  smokers  would  like  to  quit,  and 
6  out  of  10  have  made  one  or  more 
serious  attempts  to  do  so." 

Studies  show  that  most  quitters  are 
over  40  years  of  age.  That  is  a  health- 
conscious  group  of  people.  And  this 
age  group  makes  up  a  large  number  of 
Winston  smokers.  Clearly  then,  it's 
especially  important  to  Reynolds  to 
create  doubt  about  smoking's  dangers 
in  this  group.  That  may  be  why  it  is 
willing  to  take  the  risk  of  backfire. 

The  American  Lung  Association 
has  already  hit  back  with  a  news  re- 
lease acidly  observing  that  cigarette 
companies  "are  in  the  disadvanta- 
geous position  of  killing  off  their  best 
customers." 

"I  think  Reynolds  is  fighting  a  des- 
perate rearguard  action,"  says  Irving 
Rimer,  an  American  Cancer  Society 
spokesman.  But,  he  adds,  "They're  go- 
ing to  create  a  wonderful  platform  for 
the  voluntary  health  organizations 
and  the  government  to  tell  their  sto- 
ries once  again.  Because  they 
have  a  very  weak  case,  they're 
going  to  wish  they  never  initiated 
this  campaign." 

Reynolds'  officials  shrug  that 
off.  "That  criticism  has  been 
there  for  many  years,  it  has  been 
building  and  it  has  become  emo- 
tional," says  Herb  Osmon,  public 
issues  director.  "So  it's  hard  to 
believe  that  we  could  bring  on 
much  more  in  terms  of  quantity 
than  we've  seen  over  time." 

"In  a  business  as  profitable  as 
this" — cigarette  operating  earn- 
ings run  about  15%  to  20%  of 
Reynolds'  sales — "you  can  take 
the  adverse  press  and  everything 
else  that  goes  along  with  selling 

  cigarettes,"  says  Drexel  Burnham 

tobacco  analyst  Arthur  Kirsch. 

If  the  antismoking  lobby  scores  too 
heavily  against  Reynolds,  the  com- 
pany could  merely  dump  its  cam- 
paign Already  there  are  hints  that 
Horrigan  will  keep  a  lower  profile, 
curtailing  his  television  appearances. 
Osmon  says,  "He  does  have  business- 
es to  run  and  doesn't  really  have  time 
to  make  himself  freely  available."  No 
matter  how  ill-conceived  Reynolds' 
advertising  might  seem  at  first  blush, 
the  company  still  stands  to  gain  a  lot 
and  risks  losing  little.  ■ 
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UNIX  SYSTEM  V.  FROM  AT&T.  FRO 


What's  the  first  question  you 
should  ask  about  a  new  busi- 
ness computer?  Considering 
what's  at  stake,  none  is  more 
important  than  "Is  it  based  on 
UNIX  System  V?"  The  answer 
can  affect  your  cost  of  doing 
business  for  a  song  time. 

Here's  why  good  business 
decisions  are  based  on 
UNIX  System  V. 

No  more  making  •'.  •  software  fit  the 
'Hnputer.  Orjunki: .;  ih  miputer 
aiise  itsoperatin::     L<  tv,  isn't  com- 
with  other  mac! titles. 


Because  UNIX  System  V  from  AT&T 
has  emerged  as  an  industry  standard 
for  business,  engineering,  and  scientific 
computers. 

That  means  your  programmers  won't 
spend  precious  time  and  money  repro- 
gramming  software  every  time  a  new 
computer  comes  along. 

Instead,  they  can  work  more  produc- 
tively. And  more  profitably. 

That's  important  because  as  program- 
mer productivity  goes  up,  your  costs 
come  down. 

The  profits  of  portability 

UNIX  System  V  from  AT&T  frees  you 
from  the  tyranny  of  computer  obsolescence. 
Because  it's  hardware  independent. 


Considering  how  much  you  invest  id 
in  a  computer  these  days,  that  can  me  ! 
real  savings.  in 

Another  saving:  applications  softw;  be 
written  for  UNIX  System  V  is  easily  e< 
adapted  to  a  wide  range  of  computers,  ft 
From  micros  to  mainframes. 

We  call  that  portability.  You  '11  call  it 
most  important  consideration  when  it' 
time  to  invest  in  a  new  computer. 

Service  that  goes  on  and  on 

AT&T  is  committed  to  seeing  that 
UNIX  System  V  does  the  best  possib 
job  for  your  company. 

That's  why  we  offer  a  complete 
program  of  training,  support,  and  doci  If 
mentation. 


OW  ON,  CONSIDER  IT  STANDARD. 


eluding  periodic  updates.  A  news- 
.  A  problem-reporting  system, 
line.  And  more. 

he  source  of  this  service  is  AT&T, 
e  own  Bell  Laboratories  first  devel- 
the  UNIX  Operating  System  over 
jars  ago. 

)  your  company  has  access  to  the 
Lists  and  technicians  who  created 
1  System  V  in  the  first  place, 
's  reassuring  to  know  that,  in  the 
volatile  world  of  business  comput- 
'ou'll  have  a  service  team  that  won't 
t  of  service  next  year. 

t  based  on  UNIX  System  V?" 

^liability.  Portability.  Compatibility. 
)ility.  They're  all  important  reasons 


why  UNIX  System  V  from  AT&T  has 
emerged  as  an  industry  standard. 

For  you,  the  most  important  reason  is 
its  ability  to  cut  the  cost  of  doing  business. 

It's  the  reason  you  should  ask,  "Is  it 
based  on  UNIX  System  V?"  before  you 
ask  anything  else. 

To  find  out  how  UNIX  System  V  from 
AT&T  can  help  your 
business,  just  fill 
out  the  coupon.  ■ 

We'll  send  you  ZSL. 
our  specially  pre-  'SB 
pared  booklet,  "Ten 
Questions  You 
Should  Ask  Your 
MIS  Manager  About 
UNIX  System  V." 


UNIX  System  V.  From  AT&T. 
From  now  on,  consider  it  standard. 


©1984  AT&T  Technologies,  Inc. 
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Everywhere,  it  seems,  someone  is  building 
a  fancy  hotel.  Why  are  so  many  crowding 
the  high  end  of  the  market?  Building  costs 
often  leave  them  little  choice 


Room  at 


By  Subrata  N.  Chakravarty 
and  Anne  McGrath 

When  Air  France's  Meridien 
Hotels  subsidiary  opened  its 
first  luxury  hotel  in  Houston 
in  1980,  the  city's  boom  was  at  its 
peak  and  deluxe  hotel  rooms  were 
hard  to  find.  Now  ask  Pierre  Chapgier, 
Meridien  Hotels'  executive  vice  presi- 


the  top? 


dent,  for  the  Hotel  Meridien  Hous- 
ton's occupancy  rate  and  he  says,  "I 
don't  want  to  tell  you."  He  adds,  after 
a  pause,  "In  the  50s" — percen- 
tagewise— or,  to  put  it  more  bluntly, 
little  more  than  half-filled. 

Even  that  abysmal  occupancy  rate 
has  been  achieved  by  discounting, 
sometimes  deeply,  for  those  who 
make  extended  stays.  One  traveler 


The  case  for  moving  up 


who  has  made  several  long  business 
trips  to  Houston  recently  has  paid  as 
little  as  $45  for  a  room  whose  listed 
rate  is  $95  to  $135. 

Texas  hoteliers,  hit  by  overbuild- 
ing, devaluation  of  the  Mexican  peso 
and  stagnation  in  the  oil  business, 
offer  an  extreme  example  of  depres- 
sion. Indeed,  others  in  the  Houston 
market  may  be  doing  even  worse  than 
Meridien.  But  elsewhere  around  the 
country,  the  high  end  of  the  hotel 
business  seems  likely  to  head  for  the 
pits.  Before  long,  high-living  business 
travelers  may  begin  to  benefit  from 
increasing  competition  among  hotel 
keepers  anxious  to  fill  their  high- 
priced  rooms  even  at  bargain  rates. 

Overall,  the  hotel  business  is  only 
beginning  to  recover  from  a  long  de- 
cline in  the  average  occupancy  rate. 
From  a  peak  of  around  71%  in  1979, 
according  to  Randell  Smith,  associate 
director  of  research  at  Laventhol  & 
Horwath,  an  accounting  firm  that 
specializes  in  the  lodging  industry, 
the  average  occupancy  rate  slid  for  46 
consecutive  months  before  it  began 
turning  up  again  last  August.  The  av- 
erage occupancy  rate  for  1983  was 
65.5%,  vs.  64.6%  for  1982. 


You  might  think  that  the  more  expensive  a  hotel,  the 
harder  it  is  to  fill  the  rooms.  That's  not  necessarily  so 
in  the  hotel  business  these  days,  and  it  is  the  principal 
reason  that  more  expensive  hotels  are  being  built. 
Forbes  asked  hotel  consultant  Stephen  W.  Brener  to 


take  us  through  an  exercise  in  the  current  economics 
of  hotel-building.  His  examples  use  a  hypothetical 
location  in  the  greater-Stamford,  Conn,  area  for  two 
300-room  hotels,  neither  having  convention  facilities, 
to  be  opened  two  years  from  now. 


"Commercial  class"  hotel 


"Executive  class"  hotel 


Cost  pet  loom 

Cost  per  room 

$13,750 

Land 

($25  pet  square  foot  of  floor  area) 

$17,500 

44,000 

Construction 
($80  per  square  foot) 

56,000 

17,325 

Soft  costs  during  construction* 
(30%  of  land  and  construction  costs) 

22,050 

8,000 

Furniture,  fixtures  and  equipment 

12,500 

2,000 

Pre-opening  and  opening  costs 
(training,  advertising  and  marketing) 

4,000 

1,000 

Opening  inventories,  supplies  and  cash 

2,000 

$86,075 

Subtotal 

$114,050 

8,608 

Contingencies 
(10%  of  subtotal) 

11,405 

$94,683 

Total 

$125,455 

$95 

Required  room  rate 
($1  per  $1,000  of  cost) 

$125 

$79 

Going  rate  for  similar  room 
two  years  from  now 

$135 

•Real  estate  taxes,  interest,  staff  overheads,  insurance  during  two-year  construction  period. 

Brener  first  worked  out 
the  per-room  cost  of 
building  a  "commercial 
class"  hotel,  like  Holiday 
Inn  or  Ramada  Hotel, 
with  an  average  room  area 
of  550  square  feet 
(including  public  spaces) 
and  minimal  meeting 
and  banquet  facilities. 


Now  look  at  Brener's 
estimates  of  the  per-room 
cost  of  building  an 
"executive  class"  hotel, 
like  a  Marriott,  Hyatt  or 
Hilton  Hotel,  with  an 
average  room  area  of  700 
square  feet  and  normal 
meeting  and  banquet 
facilities. 
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How  gold  can  hold  down  the  risk 
of  your  paper  investments. 


In  this  financial  climate,  you  never  know  which  way  the 
wind  will  blow.  So  the  most  intelligent  investment  strat- 
egy is  to  diversify  And  if  you're  heavily  committed  to 
paper,  the  most  intelligent  alternative  is  gold. 

GIVE  YOUR  PAPER 
SOLID  PROTECTION:  GOLD. 

The  gold  price  has  generally  moved  independentlyof 
paper  investments,  and  therefore  tends  to  have  a  stabi- 
lizing effect  on  a  portfolio.  You  might  say  gold  is  your 
investment  insurance.  Include  10  or  15%  of  it  in  your  long 
term  portfolio,  and  you're  actually  protecting  your  other 
investments.  What's  more,  a  recent  survey  shows  the 
return  on  gold  far  exceeding  that  of  stocks,  bonds  and 
treasury  bills  over  a  15-year  period. 

Once  you  realize  the  benefits  of  owning  gold,  the  natural 
choice  is  the  Krugerrand.  It's  the  largest  selling  gold  coin  in 
the  world,  which  makes  it  the  most  liquid  of  all  gold  coins. 
And  to  fit  various  investment  needs,  it  comes  in  various 
sizes:  exactly  1  ounce  of  pure  gold,  1/2  ounce,  1/4 
ounce  and  1/10  ounce.  Calculating  your  hold 
ings  is  as  simple  as  checking  your  daily 
paper  for  the  price  of  gold. 

What's  more,  a  gold  coin  like 
the  Krugerrand  is  legal  tender 
in  its  issuing  country.  And  this 
represents  an  ongoing  com- 
mitment to  issue  the  same  coin 


year  after  year,  thus  creating  a  constant  buy-sell  market 
worldwide.  And  you  can  buy  or  sell  Krugerrands  at  local 
coin  dealers,  precious  metals  companies,  and  at  se- 
lected banks  and  brokerage  firms. 

NO  OTHER  COIN  GIVES  YOU 
MORE  PURE  GOLD. 

You  can  be  absolutely  certain  each  Krugerrand  con- 
tains its  full  measure  of  .9999  gold— which  is  the  purest 
gold  you  can  buy.  An  extra  alloying  metal  is  added  to 
Krugerrands  to  make  them  hard  enough  to  resist 
scratching  and  denting  —  a  feature  not  offered  in  all  gold 
coins.  (It's  more  difficult  to  sell  back  a  damaged  coin.) 

It's  estimated  that  close  to  10  million  people  worldwide 
have  bought  and  trusted  in  Krugerrand  coins.  So  hold 
on  to  your  paper  investments.  But  hold  on  to  them  more 
securely,  with  gold. 

For  information  and  dealers  near  you  call  800-526- 
7843  Ext.  6112  (in  New  Jersey,  800-522-4503),  or  send 
in  the  coupon.      .  , 

1   KRUGERRAND  INFORMATION  SERVICE  6112 
PO  Box  5544,  Clifton,  N  J  07015 
Please  send  free  brochure  and  a  list  of  Krugerrand 
dealers 

Name   ■ 


Address - 


.Zip. 


Home  telephone 


Business  telephoneJ 


KRUGERRAND  GOLD  COINS 

The  world's  best  way  to  own  gold. 


©  1984  International  Gold  Corporation  Ltd 


Hotel  construction, 
meanwhile,  stayed  brisk. 
For  1976,  there  were  plans 
announced  for  23  million 
square  feet  of  new  hotel 
space.  For  1980,  1981  and 
1982,  the  figure  averaged 
50  million  square  feet  and 
in  1983  rose  to  70  million 
square  feet,  the  equivalent 
of  100,000  rooms.  A  large 
though  undetermined 
number  are  in  the  upper 
end  of  the  market,  which 
includes  both  luxury  and 
"executive  class"  ho- 
tels— the  latter  dominat- 
ed by  chains,  including 

Sheraton,    Hilton,  Mar-   

riott,  Hyatt  and  Westin. 

The  reason  is  simple  economics, 
says  Stephen  W.  Brener,  a  consultant 
to  the  industry.  Inflation  has  in- 
creased construction  and  operating 
costs,  higher  oil  prices  have  increased 
energy  costs  and,  most  important  of 
all,  land  costs  have  soared.  Hotel 
room  rates  have  gone  up  with  them. 
In  New  York  City,  Brener  says,  the 
price  of  the  average  hotel  room  has 
gone  from  under  $5  after  World  War  II 
to  $77  today. 

In  many  places,  it  may  no  longer 
make  sense  to  build  a  "commercial 
class"  hotel,  like  a  Holiday  Inn  or  a 


crovv 

PLAZ 


Holiday  Inn  Crowne  Plaza  hotel  in  San  Francisco 
Upwardly  mobile. 


Quality  Inn.  Brener  has  analyzed  and 
compared  costs  of  two  hypothetical 
hotels — one  of  the  Holiday  Inn  type, 
the  other  of  the  Marriott  type — in  a 
hypothetical  location  in  the  greater 
Stamford,  Conn,  area  (see  table,  p.  5<S). 
Brener  used  the  industry's  rule  of 
thumb  that  a  hotel  would  charge  $1 
per  $1,000  of  room  building  cost  in 
order  to  make  a  reasonable  return.  On 
that  basis,  the  commercial  class  hotel 
would  have  to  charge  around  $95  per 
night,  well  above  the  likely  going  rate 
of  $79  when  the  hotel  opens  in  two 
years.  On  the  other  hand,  the  execu- 
tive class  hotel  would  need  to  charge 


only  $125,  vs.  the  going 
rate  of  around  $135.  Thus 
the  fancier  hotel  could 
easily  price  its  room  to 

^ 8 earn  an  additional  margin 
of  $10,  while  the  commer- 
cial hotel  would  price  it- 
self out  of  the  market  by 
$16  a  night.  The  reason, 
says  Brener,  is  that  land 
and  construction  costs  in 
greater  Stamford — and  in 
many  other  cities — are 
high,  too  high  to  support  a 
new  commercial  class  ho- 
tel. The  commercial  hotel 
could  bring  its  rates  in 
line  with  the  market  by 

  building   smaller  rooms 

than  planned;  but  that  is  only  a  short- 
term  solution.  On  any  assumption  of 
inflation,  rates  will  rise  over  the  20- 
year  life  of  the  hotel  before  renovation 
and  the  commercial  hotel  will  be  far 
more  vulnerable  to  increases  than  the 
executive  hotel. 

The  result:  a  movement  up  the 
scale.  Now,  says  Smith,  "It  seems 
that  everybody  is  moving  into  the  up- 
per end  of  the  market,  and  I  don't 
think  the  market  is  big  enough."  Un- 
der attack  now  are  the  pricier  execu- 
tive chains.  New  competition  is  mus- 
cling them  on  three  fronts.  From 
abroad,  luxury  chains  such  as  Air 


TWA's  3  PAIR  BEATS  PAN  A 


France's  Meridien  and  Aer  Lingus' 
Dunfey  (which  recently  acquired  the 
troubled  Omni  group)  are  making  in- 
roads. While  the  foreigners  are  mov- 
ing cautiously,  they  have,  as  Marriott 
Corp.  President  J.  Willard  Marriott  Jr. 
complained  recently  (Forbes,  Jan.  2), 
skimmed  some  of  the  cream  off  the 
market.  Fighting  back,  such  executive 
chains  as  Marriott,  Sheraton  and  Hy- 
att, have  begun  offering  special  car- 
riage-trade floors,  some  with  con- 
cierges, and  services  such  as  private 
registration  and  free  breakfasts. 

On  the  home  front,  the  Marriotts 
and  others  are  being  challenged  by 
upstarts  from  the  middle-price  mar- 
ket. If  the  idea  of  a  Holiday  Inn  in 
competition  with  a  Hyatt  Regency 
seems  odd,  it  is  nonetheless  true.  The 
charge  from  below  is  being  led  by 
Holiday  Inns,  the  nation's  largest  ho- 
tel chain.  At  a  time  when  it  is  ruth- 
lessly pruning  inefficient  franchisees 
and  company-owned  hotels,  Holiday 
Inns  is  moving  into  the  executive 
market  through  a  new  chain,  Holiday 
Inn  Crowne  Plaza  hotels,  with  rooms 
from  $70  to  $90,  compared  with  $45 
to  $55  for  Holiday  Inns.  Crowne  Pla- 
zas also  have  concierge  floors  to  cater 
to  the  freest  spenders. 

Holiday  Inns  is  by  no  means  the 
only  upwardly  mobile  chain.  Quality 
Inns  (with  its  Quality  Royale  hotels) 


and  Ramada  Inns  (with  the  Ramada 
Renaissance  chain)  are  expanding.  By 
1988,  says  Ramada  Executive  Vice 
President  Kevin  Benson-Brown,  Ra- 
mada Renaissance  Hotels  will  have 
30,000  rooms. 

The  executive  chains  profess  to  be 
unconcerned  by  the  thrust  from  be- 
low. "It's  one  thing  to  call  yourself  a 
Cadillac,"  says  Fred  Malek,  Marriott 
executive  vice  president.  "It's  another 
thing  to  be  one."  To  which  Holiday 
Inns'  Executive  Vice  President  James 
Schorr  responds,  "Because  of  the  per- 
vasiveness of  our  distribution,  we  do 
more  business  with  upscale  travelers 
than  any  upscale  hotel  chain  does.  We 
probably  do  five  or  six  times  as  much 
as  Hyatt  or  Westin." 

Unpersuaded  that  commercial- 
class  managers  can  run  executive- 
class  hotels,  the  big  executive  chains 
are  themselves  continuing  to  expand, 
making  overcapacity  even  more  prob- 
able. Malek  observes  that  while  the 
industry  as  a  whole  is  building  new 
rooms  at  the  rate  of  3%  a  year,  Mar- 
riott will  be  adding  them  at  a  com- 
pounded rate  of  16%  between  1983 
and  1986. 

A  third  new  competitive  assault 
comes  from  "suite-only"  hotels,  new 
establishments  that  offer  little  by  way 
of  convention  and  meeting  facilities 
but  instead  stress  privacy  and  spa- 


ciousness in  basic  accommodations — 
grace  rather  than  high  technology.  In 
this  market,  too,  Holiday  Inns  has 
taken  the  lead,  followed  by  the  likes 
of  Guest  Quarters  and  Days  Inns  (an 
economy  chain).  Holiday  Inns'  Em- 
bassy Suites  subsidiary  has  added  a 
second  chain  by  buying  the  Granada 
Poyale  group  of  suite  hotels,  whose 
founder,  Robert  Woolley,  originated 
the  suite-only  idea  in  1969. 

Joseph  Doyle,  Smith  Barney's  lodg- 
ing analyst,  says  the  shifting  in  the 
business  shows  that  chain  managers 
"can  no  longer  be  all  things  to  all 
people."  To  operate  in  new  markets, 
they  must  open  new  chains.  Marriott 
has  actually  moved  downward,  for  ex- 
ample, with  its  Courtyard  hotels,  into 
Holiday  Inns'  historic  turf,  and  Holi- 
day Inns  is  moving  downward  with  a 
new,  cheaper  chain,  Hampton  Inns. 

The  biggest  battle,  though,  is  shap- 
ing up  in  the  executive  market.  By 
next  year,  owners  of  executive  hotels 
are  likely  to  be  scrambling  for  busi- 
ness. All  of  which  leads  Doyle  to  con- 
clude: "There  is  a  high  enough  level  of 
building  that  one  has  to  temper  one's 
expectations  of  the  recovery.  All  may 
be  weaker  because  pricing  may  be 
weaker." 

For  the  executive  traveler,  however, 
it  will  mean  wider  choice,  better  ser- 
vice and  possibly  even  lower  prices.  ■ 


FULL  HOUSE 


TWA'S  INTERNATIONAL 
BUSINESS  CLASS  HAS  6  SEATS  ACROSS. 
PAN  AM'sHAS8. 


WHO'S  YOUR  MONEY  ON? 

For  space  and  comfort  across  the  Atlantic,  the 
smart  money's  on  TWA.  Because  TWA  has 
6-across  seating.  Pan  Am  and  most  others  have 
eight.  So  on  TWA.  every  seat  is  either  an  aisle  seat 
or  a  window  seat.  That  means  there's  never  more 
than  one  person  sitting  next  to  you,  so  you'll  have 
more  room  to  work,  and  more  room  to  relax. 

And  by  the  end  of  March  you'll  get  comfortable 
6-across  seating  on  every  widebody  TWA  flies 
overseas— our  L-1011's  as  well  as  our  747's. 
That's  because  we're  folding  down  the  two  middle 
seats  and  adding  more  legroom  in  our  L-1011's. 
So  now.  they'll  be  more  comfortable  than  ever. 

TWA's  Ambassador  Class®— it's  the  odds- 
on  favorite  to  Europe  and  the  Middle  East. 

You're  going  to  like  us 


Myth:  Insider  trading  is  dangerous,  because  so  many  people  get 
caught.  The  papers  are  full  of  stories  showing  that  even  the  high 
and  mighty  are  tracked  down.  But  the  truth  is  that  most  people 
who  get  caught  are  dumb  or  naive  or  careless. 


The  inside 
inside  story 


By  Richard  L.  Stern 


WE  RECENTLY  CAME  ACROSS  a 
situation  where  an  acquisi- 
tion was  in  the  works,  but 
unannounced,  and  where  the  chair- 
man's personal  attorney  was  buying 
shares  in  the  to-be-acquired  company. 
To  cover  his  tracks,  the  attorney 
bought  through  a  friend's  account. 

Isn't  that  illegal?  You  bet  it  is. 
Aren't  the  malefactors  usually  caught 
by  the  folks  whose  computers  moni- 
tor stock  trading?  Aren't  the  papers 
full  of  cases  where  the  guilty  have  to 
cough  up  their  ill-gotten  gains  and 
sometimes  end  up  in  the  pokey?  Sure, 


but  what  you  don't  hear  about,  and 
what  the  Securities  &  Exchange  Com- 
mission can't  do  much  about,  are  the 
ones  that  get  away. 

Why?  It  is  not  enough  for  the  regu- 
lators to  know  there  was  heavy 
buying  in  a  stock  in  advance  of  some 
news.  There  also  must  be  proof  that 
the  buying  was  on  insider  informa- 
tion. The  SEC's  investigative  staff  and 
resources  are  limited.  And  both  the 
SEC  and  the  exchanges  say  a  lot  of 
funny-looking  movement  turns  out  to 
be  legitimate.  Or  so  they  think. 

Recently  someone  we  were  inter- 
viewing told  us  he  had  made  well  into 
six  figures  within  the  past  year  with 


insider  information.  A  wily  Wall 
Streeter,  he  was  prepared  for  SEC  in- 
vestigators if  they  ever  did  find  his 
name  on  a  list  of  buyers  printed  out  by 
one  of  those  computers.  "I  simply 
would  say  I  bought  because  the  stock 
had  a  high  book  value  vis-a-vis  the 
stock  price,"  he  says.  "There's  no  way 
to  link  me  to  the  source  of  the  infor- 
mation, particularly  because  the 
source  never  bought  for  himself.  He's 
too  smart."  This  individual  also 
bought  gradually  over  a  two-week  pe- 
riod to  avoid  alerting  the  computers. 

People  do  get  caught,  but  usually 
only  if  they  are  dumb  or  careless  or 
naive.  Take  the  well-publicized  case 
of  Thomas  Reed,  who  was  a  special 
assistant  to  President  Reagan.  His  fa- 
ther was  on  the  board  of  Amax  Inc. 
The  son  bought  $3,000  in  out-of-the- 
money  Amax  calls  in  the  name  of  a 
private  company  he  headed,  just  be- 
fore a  tender  offer  by  Standard  Oil  Co. 
of  California.  The  calls  suddenly  were 
worth  more  than  $400,000,  and  the 
American  Stock  Exchange's  watch- 
dogs caught  their  scent.  Investigators 
easily  found  the  son.  It  didn't  take 
Sherlock  Holmes  to  notice  someone 
also  named  Reed  on  the  Amax  board. 

Others  have  been  caught  because 
they  all  at  once  bought  a  lot  of  stock 
in  thinly  traded  companies.  That  sets 
off  alarms — and  printouts — too.  A 
proofreader,  Anthony  Materia,  who 
worked  for  a  big  printing  house  that 
specializes  in  documents  like  proxies 
and  tender  offers,  was  caught  buying 
on  information  gleaned  from  his  early 
look  at  the  documents.  His  mistake 
was  in  always  using  his  own  name. 

Take  the  case  of  the  people  charged 
with  buying  Santa  Fe  International 
Corp.  common  stock  and  call  options 
shortly  before  Kuwait  Petroleum 
Corp.  tendered  for  its  shares.  They 
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MARTELL 


FONDLE 


„ COGNAC 

I25.UI.IZI         MARTEUL&e  COGNAC 

PRODUCED  AN D  BOTTLED  I N  FRA  NOB 


<A  logical  extension  of  the 
Buick  philosophy. 


i 

IE 


Introducing  the  Buick  Century  Estate  Wagon. 

Wliat  makes  it  exceptional  is  that,  in  addition 
to  the  spaciousness  and  convenience  of  a 
traditional  station  wagon,  it  also  offers  you  all 


the  advantages  of  a  very  advanced  Buick. 

It  has  the  tight,  firm  control  of  front-wheel  1 
drive.  The  confident,  dependable  performanc  ^ 
of  a  computer-controlled  V-6  engine.  And  the 


ooth,  quiet  ride  provided  by  its  computer- 
led  suspension  system. 
Beyond  these  highly  advanced  characteris- 
t  you  will  also  appreciate  the  careful 
sntion  to  workmanship  that  goes  into  the 
ft  Century  Wagon-and  into  all  new  Buicks. 
jOf  course,  you  will  also  discover  the  plush, 
mfortable,  convenient  interior  that  discrimi- 
|ing  car  owners  have  come  to  expect  in 
icks. 


OHiaal  Cm  of  tin  XXIIInlOlyminail 
tot  Angtles  nw 


If  you're  looking  for  a  wagon  that  offers 
more  than  just  extra  space, 
visit  your  Buick  dealer  and 
buckle  yourself  into  the 
Century  Estate  Wagon.   ^  Q$?P 

Not  only  is  it  logical. 
It's  also  very,  very 
comforting. 

Wouldn't  you  really  rather  have  aliuick? 


The  Classic 
Business  Gift. 

Give  Classic  Black* 
writing  instruments  from 
Cross  to  express  your 
gratitude  for  a  business 
relationship.  With  your 
corporate  emblem,  they 
become  a  daily  reminder 

of  your  company's 
appreciation.  Lifetime 
mechanical  guarantee. 

CROSS" 

SINCE  1B46 

A.T.  Cross  Company 
70  Albion  Road,  Lincoln,  RI  02865 


thought  they  were  being  clever  by  us- 
ing numbered  Swiss  accounts.  But  the 
buying — and  selling  after  the  an- 
nouncement— was  too  heavy.  That 
enabled  the  SEC  to  tie  up  their  gains 
in  the  good  old  U.S.A.  before  the  pro- 
ceeds could  be  shipped  to  Switzer- 
land. They  also  apparently  weren't 
aware  that  progress  is  being  made  by 
the  SEC,  in  the  U.S.  courts  and  with 
the  Swiss  government,  to  explore  in- 
sider buying  by  people  who  use  num- 
bered accounts. 

On  the  other  hand,  it  is  doubtful  the 
SEC  ever  will  be  able  to  do  anything 
about  the  chairman  of  a  major  com- 
pany who  bought  his  company's 
stock,  but  on  an  overseas  exchange, 
prior  to  a  major  announcement.  The 
SEC  wouldn't  know  to  ask  about  it. 

Relax  about  the 
information  you  overhear 
from  two  executives  on  a 
commuter  train.  Your 
trades  cannot  be 
prosecuted.  Nor  could  the 
SEC  prosecute  the  man 
who  heard  about  the 
acquisition  of  Columbia 
Pictures  by  Coca-Cola 
through  the  wall  at  the 
Beverly  Hills  Hotel. 


Besides,  his  Swiss  bank  probably 
won't  reveal  trades  on  foreign  ex- 
changes. Others,  we  have  learned,  do 
business  through  countries  that  have 
no  "understandings"  with  the  SEC. 
Which  countries?  Try  Austria,  Ber- 
muda and  Panama. 

It  helps  to  hide  your  trail  if  you  deal 
only  with  foreign  banks  that  have  no 
presence  in  the  U.S.,  which  leaves  the 
U.S.  courts  with  little  leverage  to 
break  the  secrecy  laws  of  the  other 
countries. 

That  such  things  go  on  constantly 
is  not  to  be  doubted.  Notice  how 
many  stocks  move  up  in  anticipation 
of  good  news  or  down  in  anticipation 
of  bad.  Recent  examples:  Dorchester 
Gas  Corp.,  before  the  tender  by  Dam- 
son Oil  Corp.;  Cone  Mills  Corp.,  be- 
fore Western  Pacific  Industries  Inc. 
made  an  offer;  and  Harris  Bankcorp, 
which  went  through  the  roof  before  a 
tender  by  Bank  of  Montreal.  Some- 
times the  buying  or  selling  is  simply 
the  result  of  smart  anticipation.  But 
not  all  of  it  is. 

At  any  rate,  many  investors,  it  ap- 
pears, are  only  upset  about  inside  in- 
formation because  they  didn't  get  in 
on  it.  One  broker  told  us  his  name  had 
been  on  a  nationally  published  list  of 
people  being  called  in  by  the  SEC  in 
an  investigation  of  a  possible  insider 


trading  violation.  Innocent  and  never 
prosecuted,  he  says,  he  had  bought  on 
rumors  circulating  on  The  Street.  Em- 
barrassment turned  to  amazement 
when  calls  came  in  from  all  over  the 
U.S.  from  people  who  wanted  him  to 
be  their  broker. 

Last  year's  U.S.  Supreme  Court  de- 
cision involving  Ray  Dirks  may  make 
it  tougher  for  the  SEC  to  prosecute  in 
the  future.  Dirks,  as  an  analyst,  was 
given  information  by  an  insider  about 
the  gigantic  insurance  fraud  at  Equity 
Funding  Corp.  of  America.  He  passed 
the  information  on  to  clients.  The 
SEC  nabbed  Dirks.  He  appealed  all  the 
way  to  the  Supreme  Court,  which 
ruled  the  SEC  must  prove  that  the 
insider  received  some  sort  of  benefit 
and/or  that  the  "tippee"  knew  the 
insider  was  violating  a  fiduciary  re- 
sponsibility to  keep  quiet.  On  that 
basis,  Dirks  was  innocent. 

So  now  you  know  why  the  SEC 
makes  much  of  the  fact  that  Paul 
Thayer,  who  resigned  as  Deputy  De- 
fense Secretary,  allegedly  gave  infor- 
mation to  a  woman  friend  when  he 
was  chairman  of  LTV  Corp.  The  SEC 
must  prove  that  Thayer  received 
something  of  benefit  from  passing  on 
the  information  to  his  friend. 

What  are  the  liabilities  of  an  insid- 
er's wife  who  tells  her  masseuse  about 
a  takeover?  Can  the  SEC  get  the  mas- 
seuse? It  did  in  a  case  involving  John- 
ny Carson's  wife  and  a  proposed  take- 
over of  the  Aladdin  Hotel  in  1979. 
Now,  after  Dirks,  an  SEC  associate 
director  admits  that  that  area  prob- 
ably has  to  be  "relitigated"  with  new 
approaches  to  make  the  charges  stick. 

You  can  relax  about  the  informa- 
tion you  overhear  from  two  execu- 
tives talking  on  a  commuter  train. 
Your  trades  cannot  be  prosecuted. 
Nor  could  the  SEC  prosecute  the  man 
who  heard  a  discussion  about  the  ac- 
quisition of  Columbia  Pictures  Indus- 
tries by  The  Coca-Cola  Co.  through 
the  wall  in  his  suite  at  the  Beverly 
Hills  Hotel. 

However,  the  fact  that  most  crooks 
go  free  is  no  reason  for  taking  the 
police  off  the  streets.  Nor  is  the  fact 
that  few  inside  chiselers  get  caught 
good  reason  to  relax  enforcement.  Big 
cases  like  the  ones  against  Reed  and 
Thayer  will  give  others  in  similar  po- 
sitions food  for  thought.  And  pro- 
posed legislation  that  would  make 
violators  liable  for  triple  their  ill-got- 
ten gains  (now  they  only  have  to  "dis- 
gorge" their  profit)  also  should  have  a 
chilling  effect. 

And  remember  this,  too:  Not  all 
inside  dope  turns  out.  A  lot  of  folks 
lose  money  by  acting  on  what  they 
think  is  inside  information.  ■ 
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When  we  thread  the  needle,  communication  costs  less. 


The  3M  Videodata"  Broadband  System 
carries  thousands  of  messages  on  a  single 
cable.  It's  an  information  utility  that's 
cutting  communication  costs  for  250  com- 
panies worldwide. 

One  cable  is  threaded  through  a  factory 
or  any  spreadout  institution.  Up  to  10,000 
information  sources  can  be  connected. 
Computers,  word  processors,  TV  monitors 
and  more  can  handle  data  simultaneously 
and  never  interfere  with  each  other. 

Our  system  can  cut  installation  and  expan-    3M  hears  yOU... 


sion  costs  in  half  compared  with  the  cost 
of  routing  and  re-routing  conventional 
two-wire  hookups 

Hearing  the  needs  of  the  information  age 
has  helped  3M  pioneer  over  600  products 
for  the  voice,  video  and  data  commu- 
nication field.  We  make  everything  from 
computer  diskettes  to  high-speed  trans- 
lators that  put  computer  data  on  microfilm. 

And  it  all  began  by  listening. 


r~For  your  free  brochure  on  3M's  voice, 
video,  and  data  products  and  all  other  3M 
products,  write:  Dept.  050203/3M,  PO. 
Box  22002,  Robbinsdale,  MN  55422. 

Name  


Address. 
City  


State. 


_Zip_ 


I  Or  call  toll-free:  1-800-336-4327. 


£.1984.  3M 


"Wood  is  a  resistant  material. 

It  takes  shape  slowly,  sometimes  reluctantly. . ."  ch  «p ^ 

   7"/ie  Greyhound  Corporate 


For  a  copy  of  the  1983  Greyhound 
Annual  Report,  write  the  Public 
Relations  Department:  Greyhound 
Tower,  Phoenix,  Arizona  85077 


Unlike  clay,  which  takes  shape  quickly, 
wood  resists  the  chisel  and  the  adze.  It  takes 
muscle  and  time  to  pare  away  the  husk  and  reveal 
the  heartwood.  It  takes  the  ability  to  visualize  in 
the  third  dimension  and  the  patience  to  go  slowly 
and  thoughtfully  about  the  task.  And  then,  in  a 
single  instant,  there  is  a  moment  when  form  and 
essence  mingle,  and  life  seems  to  spring  from 
the  wood. 

The  result  is  something  greater  than  the 
combined  skill  of  the  artist  or  the  elegance  of  the 
raw  material.  The  result  is  something  different  and 
enduring.  Something  imbued  with  spirit. 


As  the  chairman  of  The  Greyhound  Con 
ration,  I  commissioned  this  wood  carving  as  rr 
for  its  symbolism  as  its  beauty.  It  represents  wl1 
we  are  doing  at  Greyhound . . .  honing  and  refin 
the  body  corporate . . .  paring  away  the  excess 
revealing  the  essential  strength  and  enduranc 
that  lie  beneath. 

The  Greyhound  Corporation  today  is  nc 
what  it  was  a  year  ago,  nor  what  it  will  be  two  o 
five  years  or  a  decade  from  now.  We  have  mad: 
Greyhound  leaner  and  swifter  through  disposil 
of  a  number  of  subsidiaries  and,  in  the  months 
come,  we  will  be  adding  to  its  size  and  diversit 


as  well,  giving  it  the  chance  to  stretch  its  abilities 
and  run,  full  out,  wherever  imagination  and  excel- 
lence can  take  it. 

There  is  nothing  haphazard  about  these 
changes,  however.  At  Greyhound,  we  operate  in 
the  conviction  that  planning  begets  progress!  And 
so,  before  we  turn  our  hand  to  any  aspect  of  shap- 
ing the  corporation  into  a  more  vibrant,  dynamic 
organization,  we  immerse  ourselves  in  meticulous 
planning.  There  also  has  to  be  discipline.  The 
hard  discipline  of  assuming  responsibility  for 
decision-making,  for  profitability,  for  managing 
our  own  future. 


This  wood  carving  of  the  greyhound  has 
evoked  an  unusual  response  from  people.  One 
I  think  is  more  than  just  artistic  in  nature.  It  has 
something  to  do  with  a  respect  for  excellence, 
with  a  recognition  of  high  courage  and  determina- 
tion. I  like  to  think  The  Greyhound  Corporation 
embodies  that  same  spirit! 

The  Greyhound  Corporation 


the  users'  needs  grow. 

The  sales  figures  say  we  did  pretty 
well  on  Principle  One. 

Principle  Two:  Make  it  easy  for 
people  to  get  what  they  need.  More 
than  one  thousand  of  the  country's  best 
computer  dealers  are  now  Authorized 
COMPAQ  Computer  Dealers.  We  back 
those  dealers  with  training,  service,  and 
support  to  make  life  simpler  for  our 
users.  That's  one  reason  98  percent  said 
in  a  recent  survey  that  they  would  rec- 
ommend COMPAQ  to  a  friend. 

We  were  honored  to  have  a 
history-making  first  year.  But  it's  only 
history  now.  How  should  a  company  fol- 
low up  the  all-time  best  beginning? 

Principle  Three:  Stick  with  Princi- 
ple One  and  Principle  Two. 

For  the  location  of  your  nearest  Authorized 
Dealer,  call  1-800-231-0900. 

COMPAQ*  is  a  Registered  Trademark  and  COMPAQ 
PLUS™  is  a  Trademark  of  COMPAQ  Computer 
Corporation.  ®1984  COMPAQ  Computer  Corporation. 


COMPAQ, 


first  year  in  the 

history  of 
American  business. 


The  most  successful  It's  true.  COMPAQ*  Computer  Cor- 
poration had  greater  first-year  sales 
than  any  new  company  in  American 
business  history. 

We  sold  $111  million  worth  of  our 
personal  computers,  the  COMPAQ 
Portable  and  the  COMPAQ  PLUS'". 

How  did  we  do  it? 
We  followed  two  principles. 

Principle  One:  Offer  people  per- 
sonal computers  that  simply  work 
better.  We  gave  them  the  COMPAQ 
Portable.  It's  a  rugged,  full-function  sys- 
tem that  runs  all  the  most  important, 
most  useful  software:  literally  hundreds 
of  programs. 

We  followed  with  the  COMPAQ 
PLUS,  a  high-performance  version  with 
ten  megabytes  of  storage. 

Besides  being  portable,  both  offer 
more  capability  than  most  other  per- 
sonal computers.  They  display  text  and 
graphics  on  the  same  built-in  screen,  to 
mention  just  one  example.  And  they're 
designed  to  be  expandable,  to  grow  as 


It  simply  works  better. 


Everyone  is  rushing  out  to  buy  S&Ls  nowa- 
days. For  good  reasons,  but  at  these  prices, 
the  reasons  no  longer  make  sense. 


The  S&L  craze 


By  Jeff  Blyskal 

We're  running  a  little 
scared,"  explained  the  some- 
what jittery  savings  bank 
chairman  into  the  telephone.  His 
tiny,  obscure,  deficit-running  Virginia 
S&L  had  buyers  he  didn't  know,  and 
he  didn't  know  why.  "We've  had 
three  offers  for  our  bank  now,"  said 
the  nervous  voice,  "and  we  don't 
know  whom  to  consult  or  where  to 
turn.  That's  why  I'm  calling  Forbes." 

He  doesn't  have  half  the  trouble  of 
Walter  Falk,  chairman  of  Miami's 
Lincoln  Savings  &  Loan  in  the  hot 
Florida  market.  Falk  says  $120  mil- 
lion (assets)  Lincoln  has  had  ten  offers 
in  the  past  30  days.  "We  keep  telling 
people  we're  not  for  sale,  but  some 
offers  are  so  good,  you  don't  know 
what  to  do,"  Falk  told  Forbes  last 


month.  (Two  weeks  later  the  bank 
was  sold.)  "Lord,  if  you  have  an  S&L 
for  sale  today,  people  will  pay  more 
than  what  it's  actually  worth." 

Tim  Matz  of  Elias,  Matz,  Tiernan  & 
Herrick,  a  Washington  law  firm  spe- 
cializing in  S&L  acquisitions,  says,  "I 
would  guess  there  are  200  to  300 
mergers,  takeovers  and  changes  of 
control  a  year  now  nationwide." 

So  why  do  people  want  to  buy 
S&Ls,  which  were  a  drug  on  the  mar- 
ket a  couple  of  years  ago?  First,  dereg- 
ulation and  the  specter  of  interstate 
banking  are  making  everybody  acqui- 
sition-happy. "You  have  3,000  S&Ls 
and  15,000  banks  today,"  says  Ken- 
neth Rilander,  a  managing  director  of 
corporate  finance  at  Blyth  Eastman 
Paine  Webber.  "In  ten  years  there 
won't  be  3,000  institutions  total." 

So,  it  is  acquire  or  die,  and  some 


banks  are  laying  their  interstate  foun- 
dations early.  Citicorp  picked  up  two 
ailing  S&Ls  in  Florida  and  Illinois  last 
month.  It  chose  ailing  ones  because 
the  regulators  are  easier  about  letting 
sick  ones  be  acquired.  That's  why 
James  Aliber,  chairman  of  Detroit- 
based,  $8  billion  (assets)  First  Federal 
of  Michigan,  picked  up  $300  million 
(assets)  worth  of  small  S&Ls  last  year 
in  Virginia  and  South  Carolina.  Says 
Aliber,  "We  wanted  a  base."  Once 
established  in  the  new  state  the  bank 
can  legally  acquire  more — and  health- 
ier— S&Ls. 

But  banks  aren't  the  only  would-be 
acquisitors:  Daniel  Ludwig,  the  bil- 
lionaire, got  in  two  decades  ago  and 
has  reportedly  acquired  $4.1  billion 
(assets)  worth.  Other  wealthy  individ- 
uals have  followed  suit.  "S&Ls  have  a 
favorable  tax  structure  with  an  effec- 
tive 30%  tax  rate,"  says  acquisitions 
lawyer  Matz.  "You  let  your  invest- 
ment build  up  internally,  and,  if  the 
bank  earns  $500,000  in  one  year,  you 
get  to  keep  $350,000."  A  lot  of  other- 
wise taxable  money — up  to  34%  of 
earnings — can  be  squirreled  away  as 
"loan-loss  provisions."  That  boosts 
your  return  when  the  bank  is  sold, 
since  price,  of  course,  is  based  on 
some  multiple  of  book  value. 

For  contractors  an  S&L  offers  cap- 
tive financing.  "You  can  acquire  some 
S&Ls  for  substantially  less  than  the 
$3  million  it  costs  to  start  a  new  one," 
says  Robert  Cohrs  of  the  Federal 
Home  Loan  Bank  Board. 

But  there  are  risks  for  the  eager  in- 
vestors jumping  in.  First  is  price. 
"Time  was,  1.5  to  2  times  book  was  a 
good  price,"  says  Falk.  "Now  people 
are  paying  2.5  to  3  times  book." 

In  fact,  it  may  already  be  late  in  the 
game.  Earlier,  a  lot  of  successful  mu- 
tual savings  institutions  went  public. 
But  now  less  healthy  mutuals  are  con- 
verting. They  are  selling  stock  at  40% 
to  50%  discounts  from  book,  but  book 
value,  chockablock  with  low-interest 
mortgages,  may  overstate  the  real 
market  value  of  the  portfolios. 

Savings  and  loan  stocks  have  been 
hot  on  the  exchanges.  While  the  mar- 
ket declined  140  points  in  recent 
weeks,  the  thrifts  held  steady  near 
their  highs.  Many  of  the  stocks  have 
trebled  in  the  past  two  years.  At  least 
one  financial  analyst,  who  asked  that 
we  not  use  his  name,  is  worried: 
"High-tech  stocks  had  their  run  and 
collapsed.  Smokestacks  had  their  run 
and  got  creamed.  This  is  one  of  the 
last  places  left  to  take  a  ride.  I'm  not 
saying  these  thrifts  will  go  bankrupt, 
but  once  investors  discover  the  qual- 
ity, prices  will  probably  collapse." 

REITS,  anyone?  Tulip  bulbs?  ■ 
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a  Why  cant 

copiers 
keep  up  with 

my  needs?" 


?  Eastman  Kodak  Company.  1984 


Keep  up?  At  Kodak,  that's  not  good  enough. 

The  history  of  Kodak  copier  technology  is  to  leap  ahead. 

Even  today  at  this  high-volume  level  of  copying,  no  company  offers  more 
choice,  more  in-line  labor-saving  functions.  All  operated  and  monitored  by  the 
machine  itself  to  maintain  "Kodak  quality.'' 

Each  year,  the  real-life  record  for  reliability  has  gained  a  larger  and  larger 
fan  club.  In  a  comparatively  short  time,  the  Kodak  reputation  for  quality  and 
excellence  of  service  has  gained  the  lead  in  surveys  conducted  by  respected 
analysts  and  trade  groups. 

The  parade  of  progress  from 
saying  a  lot  when  you  look  at  all 
ress  we've  already  caused.  The  t 

Thank  you  for  reading  this 
advertisement. 

May  we  demonstrate  the 
machines? 

1  800  44KODAK 
(1  800  445-6325)  Ext.  324 


Kodak 

copiers  can! 

i  1 

I      Eastman  Kodak  Company  I 
I      CD4351  I 
Rochester.  NY  14650  I 

I  □  Please  send  me  details  on  the  latest  Kodak  copier-duplicators.  i 
l  □  Please  have  a  representative  call  for  an  appointment.  I 
1      Our  approximate  monthly  copy  volume:  

I      Name  Title   I 

l      Company   I 

Address  

I      City  State  Zip   I 

I      TelephoneJ  ]   I 

I  1 


/  irst  Pennsylvania  Chairman  George  A.  Butler 
Shrinking  away  from  the  brink. 


The  payroll  went  from  6,500  to  3,600. 
Management  at  the  senior  vice  presi- 
dent level  and  above  was  cut  from  45 
to  29,  and  only  7  of  the  29,  Butler 
included,  were  there  when  he  took 
over.  Even  the  board  of  directors  was 
cut,  from  26  to  16.  Downsizing,  and 
on  a  huge  scale. 

Out  went  anything  that  was  meant 
for  prestige  rather  than  profit.  Europe- 
an branches  and  finance  companies, 
for  example.  A  bond  subsidiary  in 
New  York  whose  CEO  once  earned 
more  than  Butler's  predecessor,  John 
Bunting.  All  these  bells  and  whistles 
were  left  over  from  a  near-fatal  effort 
by  Bunting  to  build  First  Pennsylva- 
nia into  a  world-scale  bank — and  him- 
self into  a  national  figure  via  a  costly 
public  relations  drive. 

However,  First  Pennsy  still  has  a 
long  way  to  go.  It  has  $839  million 
(face  value)  in  bonds,  but  they  are 
mostly  in  8l/i%  coupons,  which 
means  they  cost  more  to  carry  than 
they  earn.  Sell  them?  That  would 
mean  booking  a  loss  that  the  bank 
doesn't  need  because  it  is  already  sit- 
ting on  $235  million  in  tax-loss  carry- 
forwards, enough  to  keep  earnings 
tax-free  at  least  through  1990. 

Moreover,  Butler's  foreign  loan  ex- 
posure, $880  million,  is  still  far  too 
high  for  a  bank  with  assets  of  $5.15 
billion.  Especially  considering  that 
$127  million  was  lent  to  Brazil. 

To  keep  First  Pennsy  going,  Butler 


Steel  mills  aren 't  the  only  ones  downsizing. 
Take  Philadelphia  s  First  Pennsylvania 
Bank,  which  has  cut  its  assets  in  half. 


The  incredible 
shrinking  bank 


By  Ben  Weberman 


When  George  A.  Butler  be- 
came chairman,  president 
and  chief  executive  officer  of 
First  Pennsylvania  Corp.  a  little  more 
than  four  years  ago,  First  Pennsy  was 
a  basket  case  loaded  with  bad  loans. 
Few  analysts  gave  it  a  chance  to  sur- 
vive. But  look  at  the  bank  now:  Its  net 
interest  margin,  which  was  negative, 
is  a  healthy  3.95%,  roughly  the  same 
as  Chicago  banks'  and  close  to  the 
New  York  money  center  banks'.  First 
Pennsy's  primary  capital  ratio,  or  the 
ratio  of  equity  and  reserves  to  total 


assets,  is  about  7% .  "Most  of  the  big 
money  center  banks  have  slightly 
more  than  5%,"  says  Butler,  "and  we 
have  a  better  ratio  of  total  loans  to 
capital  exposure,  so  we're  a  hell  of  a 
lot  better  off  than  they  are." 

Last  year  Butler  celebrated  by  pay- 
ing off  a  $500  million  loan  from  the 
FDIC  and  a  consortium  of  banks.  That 
loan  had  bailed  First  Pennsy  out  of 
dire  straits  in  May  1980. 

But  Butler  has  paid  a  price.  In  June 
1979  First  Pennsy's  total  assets  were 
$10.5  billion.  At  year-end  1983  they 
were  $5.15  billion.  Everything  else 
has  been  slashed  just  as  mercilessly. 
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had  to  make  his  stockholders  submit 
to  a  stiff  dose  of  equity  dilution.  To 
become  competitive,  First  Pennsy 
needed  fresh  capital  to  replace  that 
lost  on  bad  loans  and  bad  invest- 
ments. This  meant  selling  common 
stock.  Says  Butler:  "We  went  to  two 
houses;  neither  came  up  with  attrac- 
tive options.  Then,  out  of  the  blue, 
Lehman  Brothers  Kuhn  Loeb  came  to 
us — they  came  to  us — and  said, 
'We've  got  four  or  five  different  ideas 
on  how  you  could  raise  capital.'  " 

The  idea  adopted  involved  the  sale 
late  last  year  of  6.5  million  shares  of 
convertible  depositary  preferred 
stock,  each  convertible  either  into  3.2 
shares  of  common  or  one  share  of 
First  Pennsy's  series  C  preferred.  The 
sale  raised  $153  million,  but  it  also 
resulted  in  a  huge  potential  dilution 
that,  combined  with  the  warrants  is- 
sued as  equity  kickers  for  the  bailout, 
could  leave  First  Pennsy  with  41  mil- 
lion common  shares  outstanding. 
However,  Butler's  program  does  call 
for  repurchase  of  warrants. 

The  company  has  been  in  the  black 
since  the  preferred  financing  in  No- 
vember, but  earnings  per  share  on  a 
fully  diluted  basis  were  only  2  cents. 
To  produce  worthwhile  earnings  on  a 
capital  base  that  size,  Butler  will  now 
have  to  come  up  with  a  few  near- 
miracles.  He  professes  optimism. 
"We've  been  doing  a  lot  of  things  to 
get  ready  for  the  time  that  we  were 
properly  capitalized,"  he  says.  "That 
time  is  now.  We  went  through  the 
survival  stage,-  we  went  through  the 
stability  stage;  now  we're  entering  the 
growth  stage." 

Shorn  of  its  dreams  of  being  a 
world-scale  bank,  First  Pennsy  thinks 
of  itself  as  a  regional  bank.  "Billing 
ourselves  as  a  regional  bank  head- 
quartered in  Philadelphia  with  the  de- 
cisions made  here  has  tremendous 
marketing  value,"  Butler  says.  Some 
businessmen,  he  adds,  are  concerned 
about  banking  decisions  "no  longer 
made  in  Philadelphia  but  someplace 
else" — an  obvious  reference  to  recent 
mergers  like  Girard  Bank  in  Philadel- 
phia with  Pittsburgh's  Mellon  or  that 
of  Provident  National  with  Pittsburgh 
National.  Maybe  so,  but  it  won't  be 
easy  for  First  Pennsy  to  grow  against 
competition  from  two  such  big  and 
powerful  institutions,  especially  now 
when  loan  demand  is  soft. 

In  the  end  a  merger  with  another 
bank  looking  for  assets  and  an  entry 
into  the  Pennsylvania  market  may  be 
First  Pennsy's  best  hope.  And  that 
may  be  precisely  what  investors  ex- 
pect. Why  else  should  First  Penn  com- 
mon shares  sell  for  $7  as  against  a 
best-case  1984  earnings  of  43  cents?  ■ 


!  you're  a  friend  of  Jack  Daniel's,  let  us  hear  from  you 


WE  DON'T  HAVE  MEETING  ROOMS 
in  Jack  Daniel's  Hollow.  But  there  are  plenty 
of  nearby  places  to  hold  discussions. 

You  see,  making  good  whiskey  doesn't  call 
for  meetings.  What  you  need  is  clear  water 
and  choice  grain;  experienced  Tennesseans 
to  distill  your  whiskey;  and  a  rickyard  for 
making  charcoal  to  mellow 
its  taste.  Happily,  we  don't 
have  to  leave  our  distillery  for 
any  of  these  good  things. 
And  with  Cashion's 
Service  Station  down  the 
road,  we  can  even  hold  a 
meeting  now  and  then. 


CHARCOAL 
MELLOWED 

6 

DROP 

6 

BY  DROP 


Tennessee  Whiskey  •  90  Proof  •  Distilled  and  Bottled  by  Jack  Daniel  Distillery 
Lem  Motlow,  Prop  ,  Route  1,  Lynchburg  (Pop.  361),  Tennessee  37352 
Placed  in  the  National  Register  of  Historic  Places  by  the  United  States  Government 
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A  number  of  executives  are  moving  from 
the  boardroom  to  the  chief  executive  suite. 
Good  idea?  Or  a  sign  of  weakness? 


Hey,  look  me  over! 


By  John  A.  Byrne 


Back  in  1980  Avon  Chairman 
David  Mitchell  asked  Hicks 
Waldron  to  serve  on  the  board 
of  his  company.  Waldron,  who  was 
running  Heublein  at  the  time,  was 
widely  praised  as  the  man  who  re- 
vived Kentucky  Fried  Chicken.  Earli- 
er, as  a  GE  senior  vice  president,  he 
had  peddled  everything  from  light 
bulbs  to  steam  irons.  Perfect  experi- 
ence to  help  Avon  expand  be- 
yond door-to-door  selling. 

"Very  quickly  he  became 
the  best-known  and  most  re- 
spected of  our  directors,"  says 
Mitchell.  "When  a  marketing 
problem  came  up,  he  was  out- 
standing." So  outstanding,  in 
fact,  that  fellow  directors 
picked  Waldron  to  take  over  as 
chief  executive  last  year  when 
Mitchell  took  early  retire- 
ment. "The  board  was  delight- 
ed," adds  Mitchell.  "They 
didn't  have  to  worry  about 
bringing  in  someone  they 
know." 

In  the  past,  board  members  typical- 
ly took  over  companies  only  when 
there  was  serious  trouble.  Even  then 
they  served  largely  as  short-term  care- 
takers. Louis  Menk,  Burlington 
Northern's  former  chairman,  did  that 
at  International  Harvester  in  1981. 
Robert  Haack,  a  past  president  of  the 
New  York  Stock  Exchange,  filled 
much  the  same  role  at  Lockheed  in 
the  late  Seventies. 

But  these  days  a  chair  in  the  board- 
room is  less  likely  to  be  a  reward  for  a 
lawyer,  an  investment  banker  or  long- 
time supplier  and  more  apt  to  be  a 
high-level  recruiting  tool.  In  January 
outside  directors  became  chairmen  of 
three  major  corporations:  AM  Inter- 
national, Long  Island  Lighting  and 


Tosco.  Besides  Waldron,  other  promi- 
nent executives  who  have  been  re- 
cruited recently  from  the  boardroom 
include  Thornton  Bradshaw,  who  left 
Atlantic  Richfield  to  take  over  RCA 
in  1981,  and  Robert  Bauman,  who  left 
General  Foods  to  become  chief  execu- 
tive at  Avco  in  1981. 

Asking  a  director  to  take  over,  of 
course,  has  obvious  advantages.  After 
all,  he  should  know  the  business  well, 
be  acquainted  with  at  least  a  few  top 


didn't 


executives  and  have  the  confidence  of 
the  board.  He  is  also  less  apt  to  offend 
passed-over  insiders  than  is  an  execu- 
tive from  another  company. 

The  opportunity  has  not  been  lost 
on  some  ambitious  executives,  who 
now  sometimes  promote  themselves 
for  board  seats  to  get  in  the  running 
for  a  choice  job.  Consider  the  recent 
drama  in  the  boardroom  of  a  big 
northeastern  financial  institution. 
Two  ambitious  directors  found  them- 
selves vying  with  each  other  to  suc- 
ceed the  soon-to-retire  chief  execu- 
tive. "The  company  wanted  to  go  out- 
side to  find  a  successor,  and  one  of  its 
directors  thought  he  should  get  the 
post,"  says  Richard  Lannamann,  man- 
aging director  of  executive  recruiter 
Russell  Reynolds  Associates,  Inc. 
Who  got  the  job  in  the  end?  Another 


director,  the  chairman  of  the  search 
committee. 

Behind  this  new  phenomenon  lies 
the  fact  that  boards  are  changing.  Cor- 
porations today  are  actively  recruiting 
outside  directors  in  order  to  broaden 
the  board's  perspectives.  The  outsid- 
ers are  ambitious  and  have  talent  in 
precisely  the  areas  where  the  com- 
pany they  serve  needs  help.  Avon,  for 
example,  put  Waldron  in  charge  be- 
cause of  his  record  as  a  top-notch  mar- 
keter of  consumer  products. 
Houghton  Mifflin  Co.'s  choice  of  di- 
rector Richard  Young  to  become 
president  was  a  natural,  too.  As  an 
executive  vice  president  at  Polaroid, 
he  had  the  background  necessary  to 
move  the  old-line  textbook  house 
into  database  publishing. 

Then  there's  the  story  of  AM  Inter- 
national. Earlier  this  year  its  board 
put  outside  director  Merle  Banta  in 
charge  after  Chairman  Joe  Freeman 
set  them  on  the  road  to  profitability. 
Freeman's  strengths  were  primarily 
financial,  but  the  corporation  is  now 
moving  into  a  period  where  the  chal- 
lenges involve  strategy  and  market- 
ing. Banta,  a  former  McKinsey  &  Co. 
consultant,  was  a  strategy  and  mar- 
keting man,  and  was  an  unusually 
hardworking  director.  "On  his  own 
the  guy  visited  all  our  oper- 
ations," says  an  AM  Interna- 
tional executive. 

By  promoting  a  director, 
companies  can  avoid  some  of 
the  trauma  that  comes  from 
bringing  in  a  total  outsider.  "A 
change  in  top  leadership  can 
be  a  wrenching  experience," 
says  Ralph  Sorenson,  an  out- 
side director  at  Barry  Wright 
Corp.  for  three  years  before  be- 
t~.  ing  named  chief  executive  in 
1982.  Boardroom  experience, 
he  claims,  made  his  transition 
far  smoother. 

Ross  Roeder,  formerly  chief  operat- 
ing officer  at  Denny's,  agrees.  He 
thinks  his  four-year  stint  as  a  Fotomat 
director  gave  him  a  12-month  head 
start  when  he  became  chairman  of  the 
film  processing  company  in  1982.  "As 
a  board  member,  you  get  the  reports, 
you  study  them,  you  know  what  the 
problems  are  and  you  also  know  what 
the  opportunities  are,"  adds  James  Ev- 
ans, chairman  of  Union  Pacific.  A 
banker  when  he  became  a  UP  board 
member,  he  was  a  director  for  four 
years  before  being  hired  as  president 
in  1969. 

Not  every  outside  director  is  a  rous- 
ing success  as  chief  executive.  At  Em- 
ery Air  Freight  founder  and  chairman 
John  Emery  Jr.  brought  in  General 
William  Moore  as  an  outside  director 
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More  advanced  than  a  typewriter 
More  affordable  than  a  word  processor 

The  Canon  AP  500. 
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Canon  technology  brings  you  an  electronic 
typewriter  for  businesses  that  need  more  than  a 
typewriter  but  don't  want  to  make  a  big  investment 
in  word  processors.  The  Canon  AP  500. 

It's  been  enhanced  with  an  array  of  text  editing 
features  that  let  you  do  what  you  thought  no 
typewriter  could  do  before.  There's  an  internal 
memory  that  can  be  expanded  up  to  32K,  plus  an 
optional  disk  drive.  An  automatic  search  and 
replace  feature.  Unlimited  insertion  capability.  The 
ability  to  duplicate  and  edit  a  document  while 
preserving  the  original  in  the  memory.  Plus  many 
more  features  that  allow  frequently  used 

Call  1-800-323-1717,  Ext.  301. 

(In  Illinois,  call  1-800-942-8881,  Ext.  301.) 

Canon  U  S.A  ,  Inc  .  One  Canon  Plaza.  Lake  Success.  NY  11042/ 140  Industrial  Dr  ,  Elmhurst  IL  60126/123  Paulanno  Ave  .  East. 
Costa  Mesa  CA  92626/6380  Peachtree  Industrial  Blvd  .  Norcross.  GA  30071  / 2035  Royal  Lane.  Suite  290  Dallas.  TX  75229 

©1984  Canon  US  A.  Inc 


documents  to  be  stored,  then  modified  and  printed 
as  you  need  them. 

And  when  you  want  a  superb  top-of-the-line 
executive  typewriter,  the  AP  500  still  has  its 
advanced  features  like  20-character  display,  500- 
character  correction  memory,  exclusive  line  fram- 
ing, and  a  full  complement  of  automatic  features. 

See  for  yourself  why  major  companies  like 
General  Foods,  Value  Line,  and  Grey  Advertising 
are  turning  to  Canon  for  their  typing  needs. 

Canon  is  a  touch  more  advanced,  a  touch  more 
affordable.  Which  will  make  you  a  touch  smarter 


Canoir 

A  touch  more  advanced. 


Brass 
Tacks. 


Tennesseans  have  an  expression 
they  use  when  it  is  time  for  no- 
nonsense  talk  about  moving  busi- 
ness to  Tennessee.  It  is  called 
"getting  down  to  brass  tacks."  So 
let  us  get  down  to  brass  tacks. 
Why  Tennessee?  We  are  within  a 
day's  delivery  of  three-fourths  of 
major  U.S.  markets.  Our  people 
work  hard,  setting  productivity 
records  in  an  open  shop  environ- 
ment. Our  state  government  gives 
business  good  reasons  to  come, 
and  stay,  including  fair  taxation,  a 
state  operated  industrial  training 
service  and  fast  start-up  permit- 
ting. And,  finally,  Tennessee  is 
one  of  the  most  liveable  states  in 
the  U.S.  Sunbelt  with  both  rural 
and  metropolitan  lifestyles  to 
choose  from.  Talk  to  us  about  your 
business,  and  let  us  show  you  how 
we  get  down  to  brass  tacks  about 
successful  business  locations. 
Contact  Joe  Davis,  Tennessee 
Dept.  of  Economic  &  Community 
Development,  Andrew  Jackson 
Bidg.,  Box  719,  Nashville,  TN 
37219.  Telex  ITT  499  1829 
ECD  NAS. 

©Tennessee 

We  get  down  to  brass  Tacks. 


in  1979.  Two  years  later  Moore  was 
named  president  and  chief  operating 
officer.  Last  year  he  resigned.  "Moore 
and  John  Emery  did  not  see  eye  to 
eye,"  one  observer  explains. 

The  promotion  process,  moreover, 
raises  a  vital  question:  Why  did  the 
company  need  to  go  outside  for  a  chief 
executive  to  begin  with?  Why  was  it 
unable  to  promote  from  within?  RCA 
Chairman  Thornton  Bradshaw,  an  oil- 


man by  trade,  got  his  current  job  after 
serving  nine  years  as  an  outside  direc- 
tor for  RCA. 

But  Bradshaw  says:  "Looking  to  the 
board  is  a  last  resort.  It's  a  sure  sign 
that  board  and  management  haven't 
prepared  for  an  orderly  succession.  It 
tells  me  that  no  one  inside  was  made 
ready  for  the  top  job,  and  there  wasn't 
enough  time  for  an  orderly  search  on 
the  outside."  ■ 


Boardroom  bosses 


Sorenson 


Bridgewater 


Roeder 


These  18  directors  took  top  jobs  at  companies  where  they  served  as  board 
members.  Experience  means  they  didn't  need  a  get-acquainted  period. 
But  such  promotions  indicate  a  troubled  succession  process. 

Company 

Executive/title 

Prior  years 
on  board 

Previous  employer 

AM  International 

Merle  Banta/chmn 

2 

Leisure  Group 

Aro  Corp 

Frederick  Schwier/chmn 

4 

Libbey-Owens-Ford 

Avco  Corp 

Robert  Bauman/chmn 

General  Foods 

Avon 

Hicks  Waldron/chmn 

3 

Heublein 

Barry  Wright 

Ralph  Sorenson/pres 

3 

Babson  College 

Brown  Group 

Bernard  Bridgewater/pres 

1 

Baxter  Travenol  Labs 

Electronic  Assoc 

William  Smart/chmn 

1 

Cambridge  Research  Ins 

Fotomat 

Ross  Roeder/chmn 

4 

Denny's  Inc 

GPU  Nuclear 

John  O'Leary/chmn 

4 

US  Dept  of  Energy 

Houghton  Mifflin 

Richard  Young/pres 

1V4 

Polaroid 

IDS 

Walter  Scott/chmn 

2 

Pillsbury 

Kratos 

George  Fenn/chmn 

Fenn  &  Co 

Long  Island  Lighting 

William  Catacosinos/chmn 

6 

Applied  Digital 

RCA 

Thornton  Bradshaw/chmn 

9 

Atlantic  Richfield 

Thomas  Inds 

Jackson  Smart  Jr/chmn* 

12 

Central  National 

Tosco 

Clarence  Frame/chmn 

9 

1st  Natl  Bank  St  Paul 

Union  Pacific 

James  Evans/chmn 

8 

Seamen's  Bank 

Zurn  Inds 

Oscar  Dunn/pres 

7 

General  Electric 

•Executive  committee 


Young 


Catacosinos 


Bradshaw 
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THE  IDEA  THAT  SPARKED 
THE  REVOLUTION  IS  THE  MOST 
THOROUGHLY  PROVEN  LOCAL  AREA 
NETWORK  IN  EXISTENCE  TODAY 


Compatibility  with  most  existing 
computer  equipment  enables  a 
DATAPOINTARC  local  area 
network  to  give  your  company 
a  system  that  can  expand  as  far 
and  as  fast  as  your  business 
expands. 

If  your  company  is  considering 
local  area  networking  to  put  solu- 
tions where  your  problems  are, 
talk  to  our  worldwide  sales  and 
service  force. 


Call  1-800-334-1122  toll-free  for  a  demonstration. 
Or  send  this  coupon  to:  DATAPOINT  Corporation, 
9725  Datapoint  Drive, T-47,  San  Antonio,  Texas  78284 


M091 


Name_ 


Company. 
Address  

City  


-Zip- 


Telephone  L_ 


IAPOINT 

We  sparked  the  revolution. 


Ten  Reasons  Why  R 

InACla 


s 


J 


km  Clipper  Class  Is 
(y  Itself. 


HERE  YOU  FEEL  PAMPERED  AND  TOTALLY 
AT  EASE.  ^Hl*  90%  OF  OUR  CLIPPER  CLASS 


SEATS  ARE  ON  BIG,  ROOMY  747's. 


ONLY 


PAN  AM  OFFERS  YOU  CLIPPER  CLASS  COAST 

TO  COAST  TO  EUROPE.  AFRICA.  THE  MIDDLE  EAST 
LATIN  AMERICA.  THE  PACIFIC.  AND  THE  ORIENT. 

YOUR  CHOICE  OF  INTERNATIONAL  ENTREES 


PREPARED  BY  MASTER  CHEFS. 


THE  DRINKS,  THE 


MOVIES,  THE  MUSIC.  OF  COURSE,  COMPLIMENTARY. 


CLIPPER  CLASS  SEATS  ARE  ROOMIER.  THE 


SAME  AS  SOME  FIRST  CLASS  SEATS. 


YOU 


EARN  25%  MORE  WORLDPASS"  MILEAGE  CREDITS. 


SPECIAL  CHECK-IN  AND  SPECIAL 


BAGGAGE  HANDLING. 


SPACE  TO  SPREAD  OUT 


AND  WORK. 


PAN  AM'S  HELICOPTER  SERVICE  IS 


COMPLIMENTARY  WHEN  YOU  FLY  TO  OR  FROM  NEW  YORK. 


Pan  Am.\bu  Can  t  Beat  The  Experience. 

Helicopter  service  is  operated  for  Pan  Am  by  Omniflights  Helicopter  Services,  Inc. 


Lee  Data  of  Minneapolis  has  grown  like  a 
weed  selling  desktop  computer  terminals. 
But  there  s  always  the  fear  of  all  those  weed 
hitlers  in  the  market. 


The  dandelion 
factor 


By  Barry  Stavro 


T|he  dandelion  seems  to  come 
from  nowhere.  Suddenly 
there's  a  sprout,  then  a  full- 
grown  golden  blossom  lust  as  sud- 
denly it's  gone  to  seed,  dying,  as  its 
spore  floats  away  on  the  wind  to  start 
the  proeess  over. 

As  with  dandelions,  so  with  compa- 
nies. In  Minneapolis,  Lee  Data  Corp. 


is  surely  still  in  the  blossoming  stage 
In  tiseal  1982,  only  three  years  after 
its  doors  opened,  sales  hit  $13.7  mil- 
lion, profits  $2  million.  In  1983  sales 
went  to  $53  million  and  prohts  to 
$11.4  million.  And  tor  fiscal  1984 
(ending  Mar.  31)  Alex.  Brown  ik  Sons 
analyst  Charles  Reid  sees  $90  million 
sales  and  $16.8  million  net  or  $1.20 
per  share.  The  balance  sheet  shows 
long-term  debt  at  a  trilling  $983,000. 


fohn  Lee,  chairman,  CEC)  and  one  of 
the  founders  of  Lee  Data,  knows  the 
dandelion  factor.  "Almost  every  com- 
pany 1  can  think  oi  that  stalled  out 
either  ran  out  of  |new|  product,  spent 
too  much  trying  to  keep  old  products 
alive  or  didn't  fill  in  the  management 
team  ahead  of  growth,"  he  says.  He 
hasn't  stinted  on  research  and  devel- 
opment in  order  to  show  his  sharp 
profit  gains — R&D  spending  has  vir- 
tually doubled  in  each  of  the  past 
three  vears.  Nor  has  he  felt  too  small 
to  try  for  markets  overseas.  With  It 
aly's  Olivetti  owning  8%  of  the  stock 
and  distributing  Lee  Data  terminals 
and  controllers  (which  the  terminals 
plug  into)  in  Europe,  Japan  and  Aus- 
tralia, international  sales  now  ac- 
count for  12%  of  volume  and  are 
climbing.  For  all  that,  |ohn  Lee  keeps 
minding  the  store  as  if  the  dandelion 
(actor  were  already  at  work. 

Lee  Data  seeks  no  quarrels  with  the 
big  guys.  Its  market  is  the  "dumb" 
desktop  terminals  that  tie  into  IBM 
mainframe  computers.  Unlike  per- 
sonal computers  with  built-in  brains, 
these  dumb  terminals  rely  on  the 
mainframe  computer  tor  their  intelli- 
gence. Still,  a  legion  of  programmers 
and  data  entry  clerks  use  them.  It's 


I.W  Ihita  President  Stephen  Jerritts  and  Chairman  John  Lee  I  seated  I 

"You  would  think,  'Oh.  mi;  God,  the  world  is  coming  to  an  end.'  "  says  CEO  Lee. 
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Success 
is  of  ten  measured 
by  how  deeply 

youre  in  the  Black. 

Johnnie  Walker  Black 

12  YEAR  OLD  BLENDED  SCOTCH  WHISKY, 
IMPORTED  BY  SOMERSET  IMPORTERS,  LTD  .  N  Y  C  1983 


nearly  a  $1  billion  market. 
While  IBM  dominates,  Lee  has 
picked  off  a  4%  market  share, 
as  well  as  selling  other  periph- 
eral equipment. 

"IBM  is  always  going  to 
dominate  and  have  60%  to 
70%  of  whatever  market  they 
choose,"  Lee  says.  "But  that 
still  leaves  30%  to  40%.  Our 
challenge  is  to  get  as  much  as 
we  can."  In  November  1982 
Lee  Data  went  public.  The 
stock  opened  at  $19,  climbed 
soon  after  to  $32,  but  now  has 
fluttered  back  to  $18.  Compe- 
tition from  much  larger  firms 
like  Raytheon,  ITT,  AT&T 
and  Harris  Corp.,  to  say  noth- 
ing of  IBM's  savaging  of  the 
personal  computer  market, 
has  scared  off  investors. 

Lee  knows  outsiders  see  his 
company  as  vulnerable,  and  he 
fights  the  dandelion  factor 
with  service.  "We  go  to  the 
customer  and  ask,  'What  are 
some  features  you  can't  get 
from  IBM  you'd  like  to 
have?'  "  he  says.  His  planning 
vice  president  is  on  the  road 
making  30  stops  per  quarter  to 
solicit  and  test  new  ideas.  Lee  figures 
his  products  have  a  marketing  life  of 
only  three  years,  so  inventiveness  and 
speed  are  the  keys.  "You've  got  to  get 
[new  product]  back  to  customers  in 
six  months."  When  it  took  eight 
months  to  roll  out  something  last 
year,  the  100-man  product  develop- 
ment team  was  splintered  so  that  30 
work  solely  on  new  projects.  Some- 
times Lee  Data's  sales  backlog  is  only 
30  days.  "If  you  hadn't  been  through 
this  several  times,  you  would  think, 
'Oh,  my  God,  the  world  is  coming  to 
an  end,'  "  Lee  says  calmly. 

A  device  called  the  Series  400  Con- 
troller, which  works  only  with  Lee 
terminals,  helped  account  for  nearly 
half  of  Lee  Data's  sales  this  year.  It 
solves  a  problem  faced  by  many  com- 
panies running  a  mix  of  computers. 
IBM  mainframes  may  dominate,  but 
minicomputers  from  Hewlett-Pack- 
ard or  Digital  Equipment,  speaking 
different  languages,  might  be  scat- 
tered in  personnel  or  accounting  de- 
partments. Lee's  controller  works  as  a 
communications  traffic  cop,  allowing 
users  of  Lee  terminals  to  speak  to 
other  computer  systems.  Nobody,  an 
old  saying  goes,  lets  you  have  a  mar- 
ket to  yourself.  But  IBM  has  thus  far 
left  Lee  alone,  because  if  it  sold  a 
bridging  device  it  would,  in  effect,  aid 
its  competition.  "There's  room  to  sell 
to  niches,"  Lee  says. 

Lee,  a  former  mail  courier  who 


Lee  Data 's  production  plant 
New  products  in  six  months  or  bust. 


went  to  night  school  for  8  years  but 
never  finished  his  engineering  stud- 
ies, has  been  surviving  in  IBM's  shad- 
ow for  15  years,  first  as  an  engineer 
with  Data  100  Corp.  That  company 
spurted  to  $150  million  in  sales  in  ten 
years  by  selling  an  earlier  generation 
of  computer  terminals.  But  after 
Northern  Telecom  bought  Data  100 
in  1978,  Lee  and  five  others  quit.  Each 
put  up  $25,000  to  $50,000  (Lee  bor- 
rowed his  $25,000  from  a  bank),  then 
the  group  got  another  $3.3  million  in 
financing  and  were  in  business.  Lee, 
now  44,  owns  3%  of  his  company's 
stock,  worth  $7  million. 

Last  May  Lee  hired  Stephen  Jerritts, 
58,  as  president.  Jerritts  had  run  Hon- 
eywell Information  Systems,  a  $1.7 
billion  computer  business  with  nearly 
30,000  employees.  "It  would  have 
been  stupid  not  to  bring  in  someone 
who  had  run  something  much  larger," 
Lee  says.  Indeed,  Lee  intends  to  hand 
Jerritts  the  CEO  title  in  April  and 
devote  himself  to  longer-term  strate- 
gy, like  hunting  new  acquisitions. 

The  marketplace  also  is  expected  to 
demand  more  intelligence  from  those 
dumb  terminals.  Last  fall  Lee  Data 
invested  $1.5  million  to  buy  a  19% 
piece  of  Wordtronix  Inc.,  a  small  word 
processing  company.  Still,  the  percep- 
tion of  vulnerability  remains.  "It's  a 
fact  of  life,"  Lee  admits.  "But  for  our 
first  five  years  it's  hard  to  imagine 
doing  much  better  than  we  have."  ■ 
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Custom  tailor:  You  don't  have  to  be  big  anymore 
to  own  a  state-of-the-art  communication  system. 
The  miracle  microprocessor  is  a  great  equalizer. 
With  the  help  of  Continental  Telecom  Inc.,  even 
the  small  business 


can  have  a  tailor-made  phone 
system.  Contel's  Executone®  subsidiary  is  the 
nationwide  business  phone  company,  the  largest 
independent  designer  and  marketer  of  business 
telephone  systems.  With  47  years  of  experience, 
and  230  locations  in  50  states,  Executone  is  a 
one-of-a-kind  expert,  who  can  tailor  one-of-a-kind 
systems  to  fit  one-of-a-kind  organizations.  Small 
size.  Medium  size.  Your  size.  From  telephony  to 
satellites.  Architects  of  telecommunication. 

WRITE  CONTEL,  DEPT.  205,  245  PERIMETER  CENTER  PKWY.  ATLANTA  GA  30346  ©1983  CONTINENTAL  TELECOM,  INC.  ■  ^^^^m—  — 


Ron  Terry  has  made  Tirst  Tennessee  into 
one  of  the  most  aggressive  banks  in  the 
South.  Is  he  starting  to  overreach? 

"If  you're  willing 
to  lose  your  job, 
go  ahead1' 


By  Thomas  O'Donnell 


01  Iiksi  Tennessee  Namonai 
Corp.,  Salomon  Brothers  ana- 
lyst Thomas  Hanley  says: 
"  I  lus  has  become  the  premier  bank 
in^  oij;aiiK.il  ion  in  the  mul  South." 
( )ver  the  past  six  years  First  Tennessee 
has  more  than  doubled  its  assets,  to 
$4.6  billion  at  last  count.  While  that  is 
not  out  ol  the  ordinary  for  aggressive 
regional  banks,  First  Tennessee's  re 
turn  on  these  asse  ts  has  been  impres 
sive.  It  has  risen  steadily  from  0.63% 
in  1977  to  0.94%  in  1982,  compared 
with  about  0.61%  that  year  loi  the 
average  bank  its  size.  Last  year,  with 
the  acquisition  ol  the  Butchei 

brothers'  troubled  United  Ameri- 
can   bank,    return    dropped  to 

0.72%.  But  First  Tennessee  Chair- 
ni. in  Ron. ild  Terry  expects  that  to 
be  a  temporary  phenomenon. 

What's  the  secret  ol  First  Ten- 
nessee's success?  Terry  gives  an 
unusual  answer:  "Admitting  I 
make  mistakes  is  my  greatest 
strength."  Meaning,  ol  course, 
that  he  learns  from  Ins  mist. ikes 
rathei  than  rationalizing  them 
away.  'Terry  concedes  he  paid  too 
mU(  li  last  year,  some  $47  mil- 
lion, foi  I  Inited  American  Bank, 
which  had  fai  more  problems 
than  I  c  i  t  v  01  the  regulators  real 
ized.  t  cleaning  up  those  problems 
cut  46  cents  a  share  from  1983 
earnings.  Then  there  was  Crown 
f  inance  ( lorp  ,  a  St.  Louis  based 
personal  finance  subsidiary.  Ter- 
ry picked  it  up  in  1973.  Rather 
than  trying  to  sweep  the  miscal- 
culation undei  the  rug,  Terry 
dumped  Crown  eight  years  later 
when  it  showed  little  hope  of  ever 
turning  a  profit. 

The    soft-spoken    Terry,  53, 
worked  his  way  through  Mem 


phis  State  University  and  rose 
through  the  ranks  to  the  top  of  Ten- 
nessee's largest  bank.  Over  the  yens 
he  has  acquired  considerable  polish: 
He  now  dresses  in  Brooks  Brothers 
suits  and  expensive-looking  loafers 

Terry's  systematic  approach  to 
marketing,  his  willingness  to  face  his 
mistakes  squarely,  help  explain  why 
he  has  been  able  to  engineer  so  mm  h 
growth  and  at  the  same  time  improve 
profitability. 

Terry  has  no  intention  ol  resting  on 
these  laurels.  He  has  set  his  sights 
beyond  the  mid  South  and  Tennessee, 
l  ast  year  he  opened  bond  trading  of- 
fices m  Mobile,  Ala.,  Charlotte,  N.C. 


First 

The 


Tennessees  Ron  Terry 

man  in  the  black  hat. 


and  Palm  Beach,  Fla.,  as  well  as  a  real 
estate  lending  office  in  Oklahoma 
City.  Two  years  ago  First  Tennessee 
started  a  discount  brokerage  business 
with  Boston's  f  idelity  Corp.  that  now 
has  84  offices  in  five  states. 

It  has  also  set  itself  up  in  competi- 
tion with  the  Federal  Reserve  by  start- 
ing First  Express,  a  national  check 
clearing  service  using  Federal  Express. 
The  new  service  got  off  to  a  slow  start, 
but,  says  Ferry,  "We'll  be  in  the  black 
by  year  end.  More  important  is  that 
the  service  gives  us  a  national  product 
and  a  national  presence." 

Last  year  he  revealed  his  most  con- 
troversial plan  so  far:  to  underwrite 
hospital  revenue  bonds.  Under  the 
Cilass-Steagall  Act,  of  course,  banks 
are  barred  from  bond  underwriting. 
Wall  Street,  fearing  the  competition, 
would  like  to  keep  it  that  way.  How- 
ever, banks  are  permitted  to  under 
write  certain  hospital-related  issues. 
So  Ferry  is  trying  to  squeeze  through 
that  loophole,  and  he  isn't  particular- 
ly troubled  by  the  thought  of  getting 
in  a  bind  with  the  Justice  Depart- 
ment. "If  you  don't  get  sued  once  in  a 
while,  you're  not  trying  hard 
enough,"  he  says  with  a  shrug. 

Among  his  staff,  Terry  encourages 
an  aggressiveness  to  match  his  own.  It 
a  First  Tennessee  officer  wants  to  play 
a  hunch,  he  will  give  the  green  light. 
"U  you're  willing  to  lose  your  job,  by 
all  means  go  to  it,"  he  says.  "We  want 
risk  takers  here." 

The  Tennessee  legislature  has 
lifted  most  bans  on  statewide 
branching  by  acquisition  or  merg- 
er, effective  Jan.  I.  Terry  was  all 
tor  that.  In  fact,  he  led  the  battle 
and  says  he  was  "personally 
bloodied.  I  was  the  man  in  the 
black  hat  to  the  state's  small 
bankers,  who  are  afraid  of  us." 

Now  he  plans  to  take  advan- 
tage ol  the  new  freedom  to  add  to 
First  Tennessee's  current  total  of 
128  branch  offices.  "Most  of  our 
branch  growth  in  the  future  will 
come  from  acquisition,"  says 
rerry.  "We're  mainly  interested 
in  central  and  east  Tennessee. 
We're  going  after  all  the  good 
business  we  can  get.  And  we'll 
get  our  share." 

.Summing  up,  he  says:  "Banks 
that  survive  deregulation  will  be 
those  that  stretch  the  existing 
barriers  to  the  limit."  Which  is 
precisely  why  Ron  Terry  is  will- 
ing to  make  mistakes,  so  long  as 
be  and  his  aides  recognize  the 
missteps  before  they  do  too  much 
damage.  He  knows  in  the  present 
banking  situation,  standing  still 
is  the  biggest  risk  of  all.  ■ 
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How  to  give  an  ounce  of  mail  a  ton  of 


The  distinctive  look  of  an 
*E-COM";  letter  carries  a  lot  of 
weight  with  recipients.  The  bold  blue 
stripe  conveys  a  sense  of  urgency.  So  the 
message  inside  is  conveyed  effectively. 
Consider  the  impact  E-COM  service  could  give 
your  sales  letters,  promotional  announcements  and  in- 
voices. Then  consider  the  fact  that  with  E-COM  service,  the  Post 
Office  computer  does  all  the  work.  You  simply  have  your  messages 
transmitted  to  us  as  data— either  directly  by  telephone  or  by  a  communi- 
cations carrier.  We  print  your  letters,  inserting  any  personalized  text  you  may 
specify.  We  fold  them.  Then  we  mail  them- 
make  people  start  reading. 

To  give  your  mailings  more  impact,  start  out 


First-Class  Mail*'— in  eye-stopping  envelopes  that 

r 


by  mailing  this  coupon.  We'll  help  you  figure  out 
the  best  way  to  link  up  with  E-COM  service.  And 
show  you  how  an  ounce  of  mail  can  carry  a  lot 
more  weight. 


E-COM 


DELIVERS  IMPACT       s  8, 

♦Electronic  Computer  Originated  Mail 


For  more  information  on  E-COM  service, 
mail  this  coupon  to: 
U.S.  Postal  Service,  E-COM  service,  P.O.  Box  23990 
Washington,  D.C.  20026-9989 
or  dial  toll-free  1-800-842-9000  Ext.  300 
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VOreal  of  France  will  likely  pass  Revlon 
and  become  number  two  in  the  cosmetics 
business.  But  that's  not  the  end  of  Franqois 
Dalles  ambition. 


On  the  scent 


By  Marcia  Berss 

Heads  turn  as  the  strawberry 
blonde  walks  by  and  admirers 
catch  a  whiff  of  Guy  Laroche's 
J'ai  Ose  (I  dared).  Her  lips  and  finger- 
tips, varnished  a  romance  red,  com- 
plement the  beige  lumiere  face  and 
champagne  d'or  eyes,  courtesy  of  Lan- 
come  cosmetics.  The  hair  glistens  as 
neon  catches  her  Preference-colored 
copper-auburn  locks.  The  guy  with 


LOR 


Recent  L  'Oreal  ach  'ertisements 
Overnight,  a  major  force  in  the  U.S. 


her  smells,  too,  thanks  to  Drakkar 
Noir  (black  Viking  ship)  cologne  and 
Cacharel  pour  l'Homme  soap. 

Yes,  the  French  are  still  the  world's 
arbiters  of  beauty,  and  no  Frenchman 
sells  it  better  than  Francois  Dalle  and 
his  Paris-based  L'Oreal,  the  world's 
third-largest  toiletries  and  cosmetics 
company  (brand  names  include  Lan- 
come,  Guy  Laroche  and  Cacharel), 
with  $1.7  billion  in  sales.  During  the 
last  five  years  L'Oreal  posted  annual 
compound  revenue  growth  of  20.8%, 
more  than  triple  the  6%  growth  rate 
of  number  one  Avon  ($3  billion  sales) 
and  better  than  double  the  9%  rate  of 
number  two  Revlon  (about  $2.4  bil- 


lion sales).  While  Avon  just  finished 
its  fourth  consecutive  year  with  de- 
clining earnings  and  Revlon  is  on  a 
similar  three-year  streak,  L'Oreal  re- 
corded a  five-year,  annual-income 
growth  rate  of  19.5%  and  in  1983  ex- 
pects pretax  earnings  to  be  up  another 
23%,  to  about  $85  million  aftertax. 

What  makes  L'Oreal  hotter  is  the 
recent  purchase  by  its  U.S.  operation 
of  Warner  Communications'  cosmet- 
ics business.  For  $146  million,  L'Or- 


eal  bought  some  of  the  fastest-grow- 
ing fragrance  names  in  the  U.S.,  Ralph 
Lauren  (Polo  and  Chaps)  and  Gloria 
Vanderbilt. 

"Overnight,  they've  become  a  ma- 
jor force  in  the  U.S.,"  says  Allan  Mot- 
tus,  the  well-respected  newsletter 
publisher  in  the  industry.  "I  haven't 
followed  them  in  the  past,  but  now  I'll 
have  to,"  adds  a  Wall  Street  analyst. 
"They're  the  only  one  attacking  Rev- 
lon on  all  fronts." 

Until  the  January  acquisition,  Rev- 
lon was  the  key  target  for  L'Oreal. 
The  bold  marketing  style  of  Revlon 
founder  Charles  ("We  sell  hope")  Rev- 
son  was  in  sharp  contrast  to  the  low- 
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key  approach  of  65-year-old  Francois 
Dalle,  L'Oreal's  managing  director  for 
the  last  27  years.  Some  say  Dalle  was 
jealous  of  Revson,  who  died  in  1975, 
and  the  talk  of  Paris  is  that  Dalle  took 
a  personal  dislike  to  Revson's  succes- 
sor, Michel  Bergerac,  because  Dalle 
thought  Bergerac  played  up  his 
Frenchness  while  heading  an  Ameri- 
can corporation  that  was  a  competitor 
of  French  L'Oreal  in  a  traditionally 
French  business. 

While  Revlon  was  built  on  market- 
ing savvy,  L'Oreal's  roots  are  in  re- 
search. Eugene  Schueller  established 
L'Oreal  in  1907  to  sell  his  invention, 
haircolonng,  and  even  today  L'Oreal 
spends  a  hefty  3.3%  of  cosmetics  sales 
on  research,  double  that  spent  by  Rev- 
lon and  triple  that  of  Avon.  Moreover, 
L'Oreal  was  built  on  sales  to  profes- 
sional hair  salons  and  only  later  began 
direct  consumer  sales.  Today  it  is  the 
world  leader  in  hair  care,  about  40% 
of  revenues.  L'Oreal's  research  in  hair 
and  scalp  treatments  led  them  into 
skin  creams  and  cosmetics.  And  now 
Dalle,  thanks  to  his  new  acquisition, 
probably  will  retire  this  year  with  a 
major  victory  by  pushing  past  Revlon 
for  the  number  two  spot  in  sales 
around  the  world. 

With  the  Warner  acquisition,  L'Or- 
eal is  shifting  targets.  "We've  got  much 
room  for  growth  in  the  department 
stores,"  says  Jean  Levy,  president  of 
Cosmair,  L'Oreal's  U.S.  operation,  out- 
lining his  strategy,  "particularly 
against  Estee  Lauder.  Lauder  [with  $1 
billion  in  sales]  is  the  model."  Depart- 
ment stores  represent  about  one-third 
of  the  $6.5  billion  U.S.  cosmetics  trade, 
and  there  privately  held  Lauder  holds  a 
dominant  36%  market  share.  Mottus 
thinks  L'Oreal  will  overtake  Revlon  as 
number  two  in  the  department  stores 
with  the  acquisition.  (Revlon,  howev- 
er, still  has  a  big  20%  share  in  mass 
market — buy  it  in  drugstores — cos- 
metics, vs.  6%  for  L'Oreal.)  Also,  for- 
mer Lauder  executive  George  Fried- 
man, who  later  established  Ralph 
Lauren,  now  joins  Cosmair  with  the 
Warner  acquisition,  increasing  the 
competitive  tension  between  L'Oreal 
and  Lauder. 

"Lauder  was  at  its  best  when  Rev- 
son  was  running  at  it  during  the  late 
1960s  and  early  1970s,"  says  Mottus. 
"Now  we'll  really  find  out  who's  bet- 
ter." Warner's  cosmetics  business 
probably  didn't  turn  an  operating 
profit  until  1982,  but  L'Oreal's  pur- 
chase— Warner  probably  wanted  the 
cash  to  fight  off  Rupert  Murdoch's 
takeover  attempt — is  considered  a 
coup.  "Here  you've  got  Ralph  Lauren, 
which  is  the  marketing  innovator  in 
the  U.S.,  joining  with  L'Oreal,  a  big 
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force  in  the  prestige  end  of  the  busi- 
ness," says  Salomon  Brothers  cosmet- 
ics analyst  Diana  Temple.  "That's  a 
strong  combination." 

About  54%  of  L'Oreal's  revenues 
are  outside  France,  and  management 
aims  for  60%  in  the  next  few  years. 
Last  year  it  bought  the  Japanese  and 
Latin  American  cosmetics  operations 
of  Helena  Rubinstein,  picking  up 
sales  of  $46  million  for  $14  million. 
It's  also  pouring  money  into  its  54%- 
owned  French  pharmaceutical  com- 
pany, Synthelabo.  "Synthelabo  was  a 
second-rate  operation  until  the  last 
few  years,"  says  Michael  Stam,  finan- 
cial analyst  at  Paribas,  the  big  French 
bank.  "Then  it  suddenly  woke  up."  It 
developed  a  new  beta-blocker,  a  drug 
designed  to  prevent  heart  attacks  and 
eliminate  irregular  heartbeats.  A  new 
anti-epileptic  drug  is  also  in  the 
works.  "Now  the  bet  is  how  long 
they'll  be  able  to  hold  the  momen- 
tum," says  Stam. 

Behind  L'Oreal's  drive  is  its  core 
product,  hair  dye.  That  is  a  no-growth 
business,  but  the  hair  products  gener- 
ate cash  for  growth  areas  like  drugs 
and  cosmetics.  Moreover,  L'Oreal  has 
a  fairly  strong  balance  sheet,  with 
long-term  debt  less  than  25%  of  total 
equity,  leaving  room  for  risk.  And, 
notes  Geoffrey  Reen  of  the  Paris  bro- 
kerage house  T.  Tuffier-H.  Ravier, 


Michel  Bergerac  ofRevlon 
Too  "French"? 


French  accounting  principles  are  con- 
servative by  American  standards, 
with  faster  depreciation  and  no  de- 
ferred taxation.  "L'Oreal's  earnings 
are  almost  certainly  understated," 
says  Reen,  "possibly  by  a  material 
amount."  L'Oreal's  stock  has  become 
a  favorite  on  the  Paris  Bourse,  trading 
at  a  decade  high  of  about  $260,  or 
about  13  times  earnings. 

The  biggest  question  mark  is  the 
proposed  successor  to  Managing  Di- 


rector Dalle.  Dalle  is  expected  to  re- 
main active  in  the  business  during  the 
next  few  years  while  handing  power 
to  Englishman  Lindsay  Owen-Jones, 
38.  Owen-Jones  ran  Cosmair  in  the 
U.S.  until  summoned  to  Paris  earlier 
this  year  to  train  as  heir  apparent. 
While  in  the  U.S.,  he  wowed  cosmet- 
ics folks  with  his  marketing  suc- 
cess— not  to  mention  his  charm  and 
good  looks.  But  L'Oreal's  Paris  execu- 
tives dislike  his  visibility  and  willing- 
ness to  talk  to  the  press,  and  the 
French  feeling  for  the  English  is  well 
known.  (Dalle  and  Owen-Jones  re- 
fused to  be  interviewed  for  this  story.) 

Ownership  may  be  changing  at 
L'Oreal  as  well.  Lillian  Bettencourt, 
56,  daughter  of  founder  Schueller, 
owned  some  60%  of  L'Oreal's  stock 
until  1974,  when  she  sold  a  block  to 
Nestle,  the  Swiss  food  giant.  Now 
Bettencourt  owns  30%  and  Nestle 
holds  29%.  (Bettencourt  and  Nestle 
jointly  own  L'Oreal's  U.S.  company, 
Cosmair.)  But  Nestle  also  has  the 
right  to  buy  out  Bettencourt  in  1994. 
L'Oreal  in  Swiss  hands  could  cause 
political  problems.  Says  Frenchman 
Reen:  "The  government  certainly 
wouldn't  like  to  see  L'Oreal  taken 
over  by  a  non-French  company.  L'Or- 
eal is  a  famous  name,  and,  after  all, 
this  is  a  business  the  French  are 
known  for."  ■ 


GOOD  AS  GOLD 


In  South  Carolina  we 
know  that  profitable 
business  is  good 
business,  and 
good  business  is 
the  goose  that  lays 
our  golden  eggs. 
So  we  try  hard  to 
keep  things  good 
for  the  goose. 

Worker  pro- 
ductivity here 
remains  among 
America's  highest 
Work  stoppage 
rates  among  the 
lowest  Worker 
skills  are  vast 

Robert  E.  Leak,  Dire* 
P.O.  Box 927,  Suite  404,  Columbia, 


and  varied  because  our  Technical 
Education  System  is  among 
nation's  best 

Good  transporta- 
tion, abundant  energy 
and  major  market 
access  for  any  busi- 
ness from  robotics 
to  rubber 
help  make 
South 
Carolina  as 
good  as  gold. 


South  Carolina  State  Development  Board  ^ 
S.C.  29202.(803)758-3145,  TWX 810-666-2628. 
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reluctant 
customer  arrives 
in  his  Peugeot 


It  isn't  fair,  the  boy  thought,  he  had 
distinctly  heard  "ice-cream  cone" 
mentioned,  and  now  here  he  was,  in- 
stead, perched  high  in  the  air  wearing 
a  sheet  while  somebody  named  Joe 
pretended  to  be  his  friend  and  made 
the  hair  fall  off  his  head  and  tickle  his 
nose  so  he  sneezed. 

It  isn't  fair,  his  mother  thought,  he's 
still  a  baby!  The  curls  were  so  sweet. 
Now  he  looks  like  a  little  stranger  with 
his  ears  sticking  out  like  that.  And 
there's  the  back  of  his  neck,  so  defense- 
less. She  must  remember  to  keep  one 
of  his  curls,  maybe  tie  it  up  with  a 
ribbon  and  put  it  in  the  family  album. 

"Well,  I'll  be  darned,  the  boy  ac- 
tually has  a  forehead!"  said  the  father, 
and  laughed. 

The  boy  didn't  know  why  it  was 
funny,  but  he  laughed  too. 


Scats  urapped  in  a  soft,  supple  leather  are 
stanelard  equipment  in  the  Peugeot  505  ST/. 
Both  front  seats  are  heated  in  the  uinter. 


The  car  in  which  the  boy  will  visit 
the  ice-cream  parlor  next  is  a 
Peugeot  505  STI.  It  is  perhaps  the  most 
comfortable  car  you  have  ever  sat  in. 

The  leather  seats,  you  see,  are  built 
with  expensive  polymerized  foam  in- 
stead of  the  usual  bouncy  springs.  Your 
mind  will  tell  you  that  you  are  travel- 
ing along  a  bumpy  road,  but  very  little 
of  the  roughness  will  ever  reach  you 


through  the  seats. 

.  Almost  every  imaginable  luxur 
standard  equipment:  air  conditioni 
electric  sunroof;  central  locking;  el 
trie  windows;  cruise  control;  power 
assisted  steering  and  brakes;  and  so 

The  Peugeot  is  very  much  a  can 
for  comfort  of  body. 

It  is  also  a  car  for  comfort  of  mii 
There  are  hidden  locks  that  can  be 


it!; 
Si 


revent  children  from  accidentally 
ling  the  rear  doors. 
Fitted  with  such  exotica  as  silver- 
ed spark  plugs  and  magnetic-pulse 
Ition,  the  gasoline-engined  505  STI 
signed  to  carry  you  30,000  miles 
/een  tune-ups.  (Also  available  is  a 
ocharged-diesel  engine.) 
Prices  of  the  sedans  and  station 
bns  of  Peugeot  range  from  $  1 1,300 


to  $  17,965.*  If  you  would  like  to  know 
more,  please  call  1-800-447-2882 
toll  free  anywhere  in  the  continental 
U.S.  for  a  facts-filled  brochure  and  the 
name  of  your  nearest  Peugeot  dealer. 


•Based  on  RO.E.  manufacturer's  suggested  retail  prices, 
Actual  prices  may  vary  hy  dealei  I  Vst malum  i  harges, 
taxes,  dealer  preparation,  if  any,  and  license  fees  are  extra. 


©1W1,  Peugeot  Motors  of  America.  Irv 


w  Spirit  of  America 


Mabry  Mill,  Virginia  by  Clyde  H.  Smith 


Where  the  woodland  farmer  flourished,  the  miller  was 
not  far  behind.  Independent  and  enterprising,  he  signalled  the  coming 
of  trade  and  prosperity.  And  looking  to  the  future,  he  relaxed  at 
day's  end  with  America's  native  whiskey:  Kentucky  Bourbon. 
Old  Grand-Dad  still  makes  that  Bourbon  much  as  we 
did  100  years  ago.  It 's  the  spirit  of  America. 

For  al9"x  26"  print  of  Mabry  Mill,  send  a  check 
or  money  order  for  $4.95  to  Spirit  of  America  offer,  P.O.  Box  183V, 
Carle  Place,  NX  11514. 

|  Old  Grand-Dad 

Kentucky  'Might  Bourbon  Whiskey  86  Proof  Old  Grand  Dad  Distillery  Co .  Frankfort.  KY  ©1983  National  Distitleu 


Bond  raters  McCarthy,  Crisanti  &  Maffei, 
Inc.  tend  to  be  a  little  tougher  on  the 
companies  they  rate  than  other  firms  are. 
Maybe  that's  a  good  thing. 

The 

gloom  and  doom 
boys 


By  Anne  Bagamery 


B 


iack  in  1971,  when  energy  was 
still  cheap  and  electric  utilities 
were  borrowing  billions  for  ex- 
pansion, it  took  a  bit  of  independent 
thinking  to  recognize  that  utility 
bonds  might  be  overrated.  Yet  that's 
exactly  what  Paul  McCarthy  did.  Mc- 
Carthy, then  director  of  corporate 
bond  research  at  F.S.  Smithers  &.  Co. 
(now  part  of  Paine  Web- 
ber), issued  a  report  warn- 
ing that  55  electric  utili- 
ties' bonds  should  be 
downgraded  because  of 
the  risk  of  industry  over- 
capacity. "This  was  not 
popular,"  says  McCarthy 
today.  But  it  was  pre- 
scient: All  were  devalued 
within  the  year. 

His  reputation  made, 
McCarthy,  now  45,  struck 
out  on  his  own  with  a  new 
firm,  McCarthy,  Crisanti 
&.  Maffei,  Inc.,  which  he 
founded  in  1975  with  two 
Paine  Webber  colleagues, 
Joseph  Crisanti,  49,  and 
Philip  Maffei,  39.  The 
new  outfit  challenged 
older  bond  rating  outfits — 
Moody's,  Standard  & 
Poor's,  Duff  &  Phelps  and 
Fitch  Investors  Service,  Inc.  Yet 
MCM  has  managed  to  attract  700-odd 
clients,  many  of  whom  pay  upwards 
of  $16,000  a  year  for  evaluations  of 
500  industrial,  financial  and  utility 
borrowers.  MCM  also  publishes  a 
weekly  newsletter  and  keeps  a  credit- 
watch  list,  which  it  makes  public. 

Over  the  years  MCM  often  has 
spotted  trouble  early.  In  1979  MCM 
downrated  Continental  Illinois' 
bonds  from  Aaa  to  A  because  it 
thought  the  bank's  aggressive  energy- 


lending  policy  might  hurt  loan  qual- 
ity. Most  of  the  world  failed  to  arrive 
at  such  a  conclusion  until  Penn 
Square  collapsed  in  1982.  In  1981, 
while  talk  of  natural  gas  price  dereg- 
ulation waxed  euphoric,  MCM  down- 
graded pipeliners'  bonds  in  anticipa- 
tion of  the  gas  glut  that  hit  two  years 
later.  And  MCM  has  been  down  on 
New  York  banks  since  1979,  well  be- 
fore big  loan  losses  began  to  show  up 


The  bad  news  bears 


Although  Moody's  and  S&P's  have  had  their  share  of 
timely  calls,  MCM  usually  runs  ahead  of  the  pack  in 
spotting  credit  risks.  Some  notable  examples: 


Issue 

MCM 

Moody's 

S&P's 

Commercial  Credit 

Bbb  +  to  Bbb 

A3  to  Baal 

A  to  BBB 

|1980| 

(1983) 

(1984) 

K  mart 

A 

Aa  to  A2 

AA  to  A  + 

(1980) 

(1982) 

(1983) 

Woolworth 

Bbb  to  Bbb- 

A  to  Baa 

BBB  +  to  BBB 

11979] 

(1981) 

(1982) 

US  Steel 

A-  to  Bbb 

A  to  Baa2 

BBB  +  to  BBB 

(1982) 

11983) 

(1984) 

Caterpillar 

Aa  to  Aa- 

Aal  to  Aa3 

AA  to  AA- 

(8/82) 

(10/82) 

(10/82) 

Aa-  to  A  + 

Aa3  to  Al 

no  change 

(3/83) 

(4/83) 

Beatrice  Foods 

Aa 

Aaa  to  Aa2 

AAA  to  AA 

(1979) 

(1983) 

(1983) 

Sources  McCarthy,  Crisanti  6  Maffei.  Moody  's  Intestors  Service:  Standard  &  Poor': 


last  year.  MCM  downgrades  in  other 
industries  have  led  the  pack  (sec  table). 

Unlike  the  other  bond  rating  firms, 
which  meet  with  issuers  to  discuss 
ratings  before  and  after  they  are  pub- 
lished, McCarthy,  Crisanti  &  Maffei, 
Inc.  holds  management  at  arm's 
length  and  works  from  the  published 
numbers,  looking  especially  hard  at 
cash  flow,  industry  weak  spots  and— 
in  the  case  of  a  bank — loan  portfolios. 
Sometimes  an  issuer  may  not  even 
know  MCM  is  looking  at  its  bonds 


until  the  rating  is  published.  "I've  had 
half  a  dozen  clients  in  the  past  several 
years  call  to  ask,  'Who  are  these  guys 
that  just  gave  me  a  Baa?'  "  says  Mi- 
chael Hyland,  vice  president  for  fixed 
income  research  at  First  Boston. 

Unlike  its  older  rivals,  MCM  takes 
no  fees  from  issuers,  living  on  sale  of 
its  information.  Moody's,  by  contrast, 
gets  a  percentage  of  the  principal  up  to 
$35,000,  and  the  others  charge  up  to 
$25,000.  Of  his  competitors'  fee  prac- 
tices, McCarthy  says,  a  hint  of  disdain 
in  his  voice,  "It's  like  an  artist  paying 
an  art  critic  for  a  review." 

McCarthy's  competitors,  of  course, 
see  things  differently.  Duff  &  Phelps 
Executive  Vice  President  William 
Hall:  "If  we  didn't  give  fair  ratings,  we 
wouldn't  be  in  business."  Kenneth 
Pinkes,  vice  president-director  of  in- 
dustrials at  Moody's:  "Sure,  working 
with  management  is  a  tradeoff,  but  it 
gives  you  tremendous  insight  that  the 
public  doesn't  get — forecasts,  corpo- 
rate strategy,  things  that  aren't  in  the 
numbers."  Fitch  President  Richard 
Cacchione:  "There's  more  to  life  than 
the  numbers." 

Nevertheless,  MCM  inspires  grudg- 
ing respect  from  rivals.  "Banks  are 
one  area  they  can  rightly  crow  about, " 
says  Hall  of  Duff  & 
Phelps,  which  is  beefing 
up  its  own  bank  coverage. 
Currently  McCarthy  is 
high  on  some  of  the  newly 
independent  local  tele- 
phone companies:  Pacific 
Telesis  Group  ("heavy  in- 
vestment in  good  technol- 
ogy") and  Chesapeake  & 
Potomac  Telephone  Co. 
of  Virginia  ("growing  area 
of  the  country,  indepen- 
dent-minded manage- 
ment"). Moody's  recently 
upgraded  both  issues; 
MCM  upgraded  them  last 
March.  McCarthy  also 
likes  the  Jersey  Central 
Power  &  Light  division  of 
General  Public  Utilities 
because  of  Jersey  Cen- 
tral's piece  of  Three  Mile 
Island  nuclear  generating 
station,  "the  most  scrutinized  nuclear 
plant  in  the  country,  and  therefore 
probably  one  of  the  best." 

Although  MCM  doesn't  track  mu- 
nicipal bonds,  McCarthy  suggests 
that  investors  apply  the  same  stan- 
dards that  he  applies  to  corporate  is- 
sues. "Look  for  things  the  issuer  can't 
control — general  economy  of  the  area, 
competitive  pressures,"  he  says.  "If 
there  are  too  many  uncontrollable 
variables,  watch  out.  Even  the  best 
managers  can't  change  fate."  ■ 
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Cruse  Moss,  and  his  General  Automotive 
Corp.,  is  the  nation  s  biggest  manufacturer 
of  transit  buses,  despite  all  those  chuckholes 
in  New  York  City. 

The  boys 
on  the  bus 


By  Jill  Bet  trier 


It's  a  problem  between  New  York 
City  and  Grumman,"  says  Cruse 
Moss.  "In  our  purchase  agree- 
ment we  tried  to  build  a  very  large 
wall  between  liabilities  up  until  the 
time  we  took  over.  A  very  large  wall." 

Moss  is  chairman  and  CEO  of  Gen- 
eral Automotive  Corp.  in  Ann  Arbor, 
Mich.,  which  builds  the  Flxible  tran- 
sit bus.  A  couple  of  weeks  ago  New 
York  City  ordered  its  851  Flxibles  off 
the  streets,  and  the  lawsuits  are  sure 
to  follow.  So,  Moss'  "wall"  will  come 
in  handy.  He  built  it  between  his 
company  and  Grumman  Corp.,  which 
formerly  owned  Flxible  and  which 
built  the  New  York  City  buses.  Last 
year  Moss,  who  once  ran  the  Jeep, 
truck  and  bus  business  of  American 
Motors  Corp.,  took  troubled  Flxible 
off  Grumman's  hands  in  a  $4 1  million 
leveraged  buyout.  And  he  made  sure 
the  now  privately  owned  company 
wouldn't  get  stuck  with  liabilities  in- 
curred before  he  took  over. 

Grumman  lost  money  in  the  five 
years  it  owned  Flxible,  very  big  mon- 
ey, maybe  $250  million.  But  Moss  and 
his  team  of  old  AMC  managers  say 
they  have  turned  the  company  around 
because  they  can  run  the  business  a 
lot  cheaper  than  a  big  company  could. 
They  have  cut  the  work  force  drasti- 
cally. Gone  are  five  dozen  former  ex- 
ecutives and  half  the  former  work 
force.  Mark  Obert,  GAC  president, 
thinks  Flxible's  labor  costs  may  be 
20%  less — about  $4  an  hour  less — 
than  General  Motors',  which  is  the 
longtime  leader  in  transit-bus  mak- 
ing. Moss  claims  Flxible  now  has  29% 
of  the  market,  vs.  GM's  22%. 

How  about  all  the  bad  publicity?  "I 
would  have  preferred  it  not  to  have 
happened  and  New  York  not  to  have 
reacted  the  way  they  did.  But  it  isn't 


necessarily  a  showstopper,"  says 
Moss.  He  ordered  inspections  of 
GAC's  Flxibles  around  the  country 
for  signs  of  the  new  cracks  New  York 
City  found  in  front  suspensions.  "We 
found  a  few  others  in  other  localities, 
nothing  to  be  excited  about,"  he  says. 
Moss  suggests,  indirectly,  that  New 
York  City  may  be  to  blame,  not  the 
buses.  He  says  other  Flxible  buses  are 
being  used  by  private  operators  in  the 


cities  putting  up  the  rest  and  paying 
operating  costs.  "They  [the  cities]  are 
having  a  hard  time  getting  their  indi- 
vidual acts  together  to  raise  the  other 
20%,"  says  Moss.  But  fleets  are  old. 
"In  1986  I  think  we'll  begin  to  see  a 
marked  buying  upturn,"  he  says. 

Obert  is  overseeing  GAC's  plans  to 
"remanufacture"  old  transit  buses 
this  spring.  Essentially,  Flxible  will 
rebuild  engines  and  transmissions, 
then  drop  new,  modular  bodies  on 
still-good  Flxible  or  GM  chassis.  This 
makes  sense,  as  inflation  and  govern- 
ment regulations  have  pushed  the 
price  of  buses  from  $45,000,  15  years 
ago,  to  $150,000  base  price  today. 
Such  a  rebuilt  bus  would  sell  for  about 
$105,000  and  last  another  8  to  12 
years.  Some  35,000  old  buses  are  re- 
manufacturing  candidates,  Moss  says. 
"It's  an  immense  market.  We  see  no 
reason  why  it  can't  be  a  $100  million 
business  for  us  in  two  years." 

Moss  is  also  pushing  into  truck- 
making.  In  January  GAC  and  Interna- 
tional Harvester  teamed  up  to  design 
a  new  3'/2-ton  truck  for  the  Army  that 
they  will  probably  also  comanufac- 
ture.  "We're  looking  at  a  spectrum  of 
other  possibilities,  including  heavy 
commercial  vehicles,"  Moss  says. 


Cruse  Moss,  CEO  of  General  Automotive  Corp.,  which  builds  Flxible  buses 
"We'll  make  some  very  good  money  when  the  market  turns  up." 


New  York  area  without  developing 
the  same  problems.  "I  don't  think  this 
is  going  to  be  an  albatross  around  our 
necks,"  he  says.  A  bigger  problem  is 
that  the  bus  business  is  poor  and  the 
competition  growing.  Only  3,000 
transit  buses  are  being  sold  annually. 
GM's  bus  plant  is  closed  for  lack  of 
orders.  Foreign  companies,  from  Swe- 
den, France  and  Germany,  are  also 
getting  into  the  business  here.  But 
Moss  sees  brighter  days  ahead. 

Federal  grants  cover  80%  of  the 
buying  price  of  transit  buses,  with  the 


GAC's  total  sales  run  about  $250 
million  a  year.  Some  60%  comes  from 
Flxible.  Moss  adds:  "We're  making  a 
good  return  on  our  [Flxible]  invest- 
ment. If  we  can  make  money  in  this 
depressed  market,  we  think  we're 
poised  to  make  some  very  good  mon- 
ey when  the  market  turns  up."  The 
leverage  is  certainly  there:  The  $41 
million  from  Moss  and  his  associates 
for  the  bus  company  included  only 
$14  million  cash.  That's  already  bet- 
ter than  $10  in  revenues  for  every  $1 
in  cash  paid.  ■ 
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The  smallest  state  in  the  nation  has  an 
economy  that  is  quite  sick  these  days.  Des- 
perate, it  is  trying  a  quack  cure. 

The  wrong 
medicine 


By  Walecia  Konrad 

In  a  few  weeks  there  will  be  a 
landmark  election  in  Rhode  Is- 
land. Voters  will  decide  if  they 
want  to  raise  taxes  for  a  $250  million 
plan  to  finance  state-sponsored  indus- 
trial planning. 

The  proposal  gets  the  state  govern- 
ment involved  in  Rhode  Island's 
economy  in  a  big  way.  On  a  per  capita 
basis,  the  spending  package  is  equiv- 
alent to  $60  billion  at  the  federal  lev- 


el. If  the  measure  passes,  a  quasi-gov- 
ernmental body  can  lavish  public 
funds  on  some  businesses  while  oth- 
ers languish. 
A  tentative  spending  agenda: 

•  Those  companies  that  add  new 
jobs  will  get  special  payments  total- 
ing $68  million. 

•  Businesses  that  develop  new 
products  that  the  commission  expects 
to  sell  well  outside  the  state  will  get 
$42  million. 

•  Four  nonprofit  "greenhouse"  cen- 


ters get  $51  million  to  study  possible 
startups  in  burgeoning  fields  like  ro- 
botics and  pharmaceuticals. 

•  Whatever  money  is  left  will  be 
used  for  loans,  job  training  programs 
and  education. 

Whether  you  are  in  favor  of  the  plan 
or  not,  there's  no  question  that  Rhode 
Island  needs  something  to  help  it  out 
of  its  economic  decline.  When  Presi- 
dent Reagan  makes  a  speech  saying 
that  the  country  is  back  on  its  feet, 
Rhode  Islanders  just  laugh.  In  the  past 
12  years  177  of  Rhode  Island's  428 
major  private  sector  manufacturing 
employers  have  shut  down  or  have 
had  significant  layoffs.  Every  major 
industry  in  the  state,  from  jewelry  to 
textiles  to  wire  manufacturing,  has 
been  hit  by  foreign  competition. 

What's  more,  Rhode  Island  doesn't 
have  offsetting  strengths  in  technolo- 
gy or  service  industries.  What  it  does 
have  is  strong  labor  unions,  liberal 
strike  benefits  and  generous  workers' 
compensation — in  short,  it  has  a  mis- 
erable atmosphere  for  doing  business. 

Eighteen  months  ago,  Governor  Jo- 
seph Garrahy  appointed  a  19-member 
panel  to  study  the  state's  economic 
problems.  What  emerged  was  a  1,100- 
page  report,  released  last  fall,  that  be- 
came the  basis  of  the  Greenhouse 
Compact.  It  addresses  everything  but 
the  state's  real  problem. 

"It  is  inherently  unfair,"  says 
Rhode  Island  State  Representative  Ar- 
thur Read.  "You  have  people  who  are 
not  elected  or  responsible  to  you  in 
any  way  making  major  economic  de- 
cisions." And  Andrew  Weicker,  who 
is  vice  chairman  of  the  Energy  Coun- 
cil of  Rhode  Island,  is  equally  out- 
raged: "This  compact  is  suicidal.  It 
will  get  the  state  all  mixed  up  in  pri- 
vate enterprise." 

Here's  an  irony:  Although  the  com- 
mission cites  high  taxes  as  one  of 
Rhode  Island's  biggest  problems,  the 
state  planning  program  would  be  pri- 
marily funded  by  more  taxes. 

Rhode  Island  will  get  its  $250  mil- 
lion through  one-time  hikes  in  in- 
come and  payroll  levies,  two  bond 
issues,  tax  reform  and  some  federal 
grants.  The  planners  also  expect  to  get 
contributions  from  cities,  towns  and 
local  corporations. 

The  cost,  argues  Ira  Magaziner,  the 
Rhode  Island  consultant  who  is  the 
compact's  main  author,  "will  be  more 
than  offset  by  the  increased  tax  base 
that  more  jobs  will  create."  Outgoing 
Governor  Garrahy,  a  Democrat,  adds: 
"This  is  the  chance  to  leapfrog  over 
other  states." 

It's  the  same  old  story.  Instead  of 
facing  fundamental  problems,  invent 
yet  another  government  program.  ■ 


Shut-down  jewelry  plant  in  Providence,  R.I. 

Don't  face  the  problem,  invent  yet  another  government  program. 
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Numbers  Game 


In  reviewing  financial  reports,  the  SEC  says 
it  plans  to  n  atch  for  sins  of  omission  as 
well  as  sins  of  commission. 


Truth 
in  packaging 


Edited  by  Richard  Greene 


By  Barbara  Kallen 


SMARTING  UNDER  CHARGES  that 
n    hasn't    been    tough  cop 
eiXOUgh;  the  Securities  &  Ex- 
change Commission  says  it  will  file 

several  big  fraud  cases  m  the  next  lew 
months,  I  lirectoi  oi  Enforcement 
fohn  Pedders  also  promises  lots  oi 
heat  lor  companies  the  SE( '  is 

currently  investigating. 

Pedders,  naturally  enough, 
claims  this  new  thrust  has 
nothing  to  do  with  outside  criti- 
cism, lie  says  the  aggressive 

1 1  ess  is  merely  a  natural  reaction 
to  changing  nines  "Anytime 
you  have  a  recession,  you  have 
people  who  cook  the  hooks  lo 

give  an  appearance  oi  ( ontinued 
profitability." 

A  lew  weeks  ago  the  commis- 
sion asked  Congress  lor  the 
powei  lo  hung  more  adminis- 
trative actions  against  corporate 
ollu  eis  and  icicctcd  the  concept 

oi  "cease  and  desist"  powers, 

claiming  they   needed   to  use 
stronger  sanctions  against  viola 
tors  What's  more,  Pedders  has 
the  help  Oi  fl  ncwlv  Created  de- 
partment   Stalling  1 8  months 

ago,  the  enforcement  division   

got  its  own  ch H  i  an  militant,  L.  Glenn 
I'erry,  a  former  I'eat  Mai  wick  partner. 
He  came  with  a  stall  ol  13  auditors 
and  accountants  "  I  he  commission 
has  never  had  I  lie  depth  ol  expertise  in 
investigating  account  ing  hand  that  it 
lias  now,"  says  Peddeis. 

A  lew  recent  cases  hint  at  what 
might  he  coming.  An  investigation  of 

am  International  sho     thai  In  1 981 1 

and  1981  middle  managers  pushed 
copier  sales  from  one  act  i  Hinting  peri- 


od tO  another,  in  order  to  meet  the 
performance  goals  set  by  headquar- 
ters. Small  stuff'  I  lardly:  The  matter 

is  before  the  SEC,  and  the  value  of  the 

fraud  is  estimated  at  $15  million. 

Then  there  is  Ronson  Corp.,  a  $25 
million  (sales]  New  Jersey  based  aero- 
spate  company.  In  August  oi  1983  the 
SEC  took  action  against  Ronson  for 


leaving  had  news  out  of  the  Manage- 
ment Discussion  and  Analysis  in  its 
annual  report  Ronson  didn't  tell 
shareholders  that  a  major  customer, 
I  one  Star  Steel  Co.,  which  accounted 
lot  33%  Oi  pietax  profits  in  1981,  had 

temporarily  stopped  buying  its  prod 

in  ts   I  he  company  also  tailed  to  men 

tion  that  once  purchases  resumed, 

they  would  be  50%  below  prior  levels. 

This  is  different  from  the  approai  h 
to  disclosure  that  prevailed  in  the  late 


1960s  and  1970s,  when  new  regula- 
tions such  as  the  foreign  Corrupt 
Practices  Act  were  introduced.  Some 
felt  the  SEC's  goals  did  not  always 
coincide  with  those  of  investors  and 
businesses.  Now  the  SEC  is  saying 
firms  must  put  previously  nonpublic 
information  in  annual  reports  if  that 
could  affect  stock  prices.  In  short,  it 
now  punishes  the  sin  of  omission  as 
well  as  the  sin  of  commission. 

But  the  SEC's  aims  may  exceed  its 
means.  Since  1962  the  number  of  fil- 
ings reviewed  by  the  SEC's  division  of 
corporation  finance  has  swelled  from 
18,000  to  66,000.  The  number  of  ana- 
lysts, accountants  and  attorneys  who 
review  these  documents,  meanwhile, 
has  dropped  from  146  to  134.  What 
with  the  boom  in  mergers  and  new 
issues,  the  commission  was  able  to 
review  barely  10%  of  the  8,832  10-Ks 
filed  in  1983.  There  are  just  far  more 
crooks  around  than  there  are  cops. 

Second  thoughts 

Pension  accounting  has  been  one  ol 
the  Financial  Accounting  Standards 
Board's    thorniest    problems  since 
1982,  when  the  board  proposed 
that  companies  put  unfunded 
pension  liabilities  directly  on 
their  balance  sheets.  The  FASB 
has  heard  little  but  criticism 
over  that  ruling.  But  virtually 
unnoticed  in  the  hubbub  was 
ay    the  fact  that  the  board  was  ad- 
7  "  *   dressing  more  than  pensions.  In 
effect,  the  FASB  was  proposing 
that  companies  accrue  postern - 
ployment  costs  of  health  care 
and  life  insurance  benefits  on 
the  balance  sheet  as  well. 

Not  an  easy  job.  Most  compa- 
nies simply  book  those  costs 
when  they're  paid.  How  do  you 
predict  health  care  and  insur- 
ance costs  20  years  out? 

The  PASB  appears  to  be  hav- 
ing second  thoughts.  Last 
month  the  board  said  it  was 
spinning  off  its  work  on  post- 
employment    health  benefits 


from  its  pension  project  and  will  deal 
with  the  two  problems  separately. 

FASB  staffer  Tim  Lucas  thinks 
that  the  board  might  come  up  with 
somewhat  more  liberal  rules  for  pos- 
temployment  benefits  than  for  pen- 
sions. Some  observers  go  even  fur- 
ther. Says  Melvin  Penner,  a  partner 
with  Arthur  Young,  "This  offers  the 
board  a  chance  to  just  peacefully  bow 
out  of  the  problem  of  dealing  with  it 
altogether.' ' — C  hristopher  Power 
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The  cat  is  out  of  the  bag:  Nissan,  like  Honda,  plans  to  build 
passenger  cars  in  the  U.S.  The  implications  are  profound  and 
disturbing  for  U.S.  unions  and  for  U.S.  industry?. 


"We  started 
from  ground  zero" 


By  James  Cook 


As  Forbes  has  pointed  out,  limits 
on  the  imports  of  Japanese  cars 
b  have  provided  a  nice  subsidy 
to  Japanese  distributors  and  dealers, 
enabling  them  to  add  premiums  to 
their  prices  (Dec.  5,  1983).  Meanwhile, 
among  the  Japanese  automakers, 
Honda  has  been  gaining  market  share 
here  with  its  combina- 
tion of  imported  and 
assembled-in-America 
cars.  Toyota  has  made 
its  bid  for  more  of  the 
American  market  with 
the  proposed  joint  ven- 
ture with  General  Mo- 
tors in  California. 

What  about  Nissan, 
Japan's  number  two  au- 
tomaker? In  a  recent 
Tokyo  press  confer- 
ence, Nissan  President 
Takashi  Ishihara  con- 
firmed that  his  com- 
pany's huge  new  Ten- 
nessee truck  factory  is 
a  dry  run  for  a  major 
commitment  in  the 
U.S.  passenger  car  mar- 
ket. That  will  require 
some  additional  in- 
vestment on  top  of  the 


$660  million  Nissan  has  already  spent 
there,  but  with  some  modifications 
passenger  cars  could  be  built  on  the 
very  same  production  lines  now  turn- 
ing out  trucks.  Which  may  explain 
why  the  Smyrna,  Tenn.  plant  has  a 
capacity  of  some  240,000  units,  while 
truck  production  there  is  scheduled  to 
go  only  as  high  as  120,000.  Once 
Smyrna  reaches  that  goal,  Ishihara 


Nissan's  $660  million  truck  plant  near  Nashville,  Tenn. 
On  800  acres  of  U.S.  farmland,  a  new  Japanese  challenge 


talks  about  moving  at  long  last  into 
passenger  car  production. 

But  can  Nagoya  or  Zama  be  trans- 
lated to  Smyrna,  Tenn.?  Leaning  back 
on  a  conference  room  sofa,  Marvin  T. 
Runyon,  59,  president  of  Nissan  Mo- 
tor Manufacturing  Corp.  U.S.A.,  says: 
Of  course  not.  Runyon,  Texas  born 
and  Ford  trained,  knows  his  job  is  to 
adapt,  not  to  translate.  "We  started 
doing  things  the  way 
we  thought  we  should 
do  things,"  Marv  Run- 
yon explains.  "We 
started  from  ground 
zero,  took  something 
from  the  way  Ameri- 
cans do  business  and 
some  things  from  the 
way  the  Japanese  do, 
and  tried  to  put  them 
together." 

Runyon  admits  that 
Nissan's  Japanese 
bosses  didn't  believe 
U.S.  workers  could  de- 
liver the  quality  Japa- 
nese workers  deliver, 
which  is  why  they 
hedged  their  bets  by 
moving  first  into 
trucks  rather  than  pas- 
senger cars.  Truck 
manufacture  is  basical- 
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Morning  exercises  on  the  line  at  Smyrna 

You  don't  duplicate  Japanese  methods,  you  adapt  them. 


ly  simpler — Smyrna  produces  only 
three  basic  models  in  seven  varieties, 
ranging  in  price  from  $5,995  to 
$9,595 — and  truck  tooling  is  inher- 
ently less  costly. 

But  now,  with  the  plant  in  oper- 
ation for  nearly  nine  months,  the  Jap- 
anese have  changed  their  minds  about 
American  workers.  Runyon  says  flat- 
ly: "Our  trucks  are  better  than  Japa- 
nese trucks." 

A  lank,  lean-limbed, 
angular  man,  Runyon 
seems  a  little  out  of 
place  in  that  elegant 
conference  room.  He 
looks  a  bit  rumpled  in 
his  scuffed  shoes  and 
regulation  electric- 
blue  uniform,  the  same 
issued  to  all  Nissan's 
U.S.  production  work- 
ers. No  Japanese  chief 
executive  would  greet 
a  visiting  journalist  in 
such  a  getup  But  Run- 
yon's  informal  cos- 
tume is  purposeful  and 
deliberate,  one  of  the 
ways  by  which  he's  at- 
tempting to  achieve 
Japanese-like  results 
under  distinctively 
American  conditions. 


In  Japan  the  workers'  commitment 
to  their  jobs  and  the  quality  of  their 
work  stem  in  part  from  a  sense  of 
their  place  in  the  Japanese  scheme  of 
things — work  group,  company,  coun- 
try. But  Americans  put  great  stress  on 
equality — I'm  as  good  as  you  are.  Run- 
yon tries  to  get  something  of  the  Japa- 
nese commitment  to  work  by  culti- 
vating the  American  team  spirit  and 


Nissan  s  American  boss,  Marvin  T  Runyon 

For  Japanese  style,  consensus,  American-style  equality 


sense  of  equality.  The  boss  wears  the 
same  uniform  his  production  workers 
do,  just  as  he  parks  in  the  same  lot  and 
eats  in  the  same  cafeteria.  And  Run- 
yon has  underscored  that  egalitanan- 
ism  by  keeping  the  organization  sim- 
ple: only  7  vice  presidents  and  5  layers 
of  management,  vs.  10  to  12  in  most 
American  auto  plants. 

Though  Nissan  has  committed  it- 
self to  using  local  la 
bor,  it  does  not  just 
bring  workers  in  off  the 
street.  The  state  of 
Tennessee  made  the 
first  cut  on  the  130,000 
applications  that  came 
in  for  the  2,000-odd 
jobs  the  plant  has  gen- 
erated so  far,  and  then 
Nissan  itself  conduct- 
ed a  series  of  inter 
views  and  examina 
tions.  Nissan  narrowed 
the  selection  by  insist- 
ing that  a  prospective 
employee  had  to  com- 
mit himself  to  taking 
an  extensive  training 
program  in  areas  like 
welding,  machine 
shop,  hydraulics,  pneu- 
matics, electronics — 
and  do  so  on  his  own 
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Plant  Manager  Emil  Hassan 
Paint  Plant 


"Compared  to  other  American  plants,  we  hope  to  be  more 
productive  and  efficient.  If  you  don't  have  to  repair  as  much,  you  don't 
have  to  spend  as  much  money  having  that  many  repair  people  on  the 
line,  having  that  much  sandpaper  or  that  many  gallons  of  paint  for 
repair,  so  that's  one  way  we  hope  to  be  competitive. 

"We  have  tried  to  get  our  production  technicians  very  involved.  It 
makes  them  a  heck  of  a  lot  more  satisfied  personally.  We  encourage 
them  to  learn  more  skills.  We  told  them  we  were  going  to  pay  them 
comparable  to  other  workers,  but  we  want  them  to  learn  more  skills, 
and  when  they  get  them  we  want  to  pay  them  more. 

"We  are  building  our  trucks  like  passenger  vehicles.  We  don't  just 
compare  our  paint  finish  to  other  trucks,  we  compare  it  to  passenger 
cars,  we  compare  it  to  Lincolns,  Corvettes.  We  use  the  base-coat 
clear-coat  process  that  Ford  first  started  using  on  the  Lincolns. 

"I  came  from  Ford  Motor  Co.  I  was  head  of  the  paint  operation  at 
the  Wixom  plant  outside  Detroit  that  produced  Lincolns  and  the 
Marks.  I  knew  Mr.  Runyon,  and  when  I  heard  what  they  were  going 
to  do  here,  I  thought,  well,  maybe  I'll  go  join  them.  A  fantastic 
opportunity  and  a  challenge  building  something  like  this.  You  don't 
get  a  chance  of  doing  this  every  day  of  your  life. 

"Our  system — the  spray  machines,  the  robots  and  the 
automation — has  got  vast  memory,  and  we  can  program  different 
body  styles  and  different  models  and  handle  running  them  on  the 
same  line  as  the  pickup.  We  did  that  so  we  would  have  the  flexibility 
to  do  other  things  in  the  future.  If  it's  a  passenger  car,  that's  fine." 


time,  without  compensation  and 
without  assurance  that  a  job  would  be 
forthcoming.  So  people  who  wanted 
to  work  there  had  to  give  something 
of  themselves  in  advance  for  the  op- 
portunity. This  wasn't  to  save  money 
but  to  gain  a  token  of  commitment. 
Overall,  Nissan  spent  $57  million  on 
the  training  program,  including  six 
weeks  in  Japan  for  some  400  workers, 
mainly  supervisors. 

Needless  to  say,  Smyrna  is  a  non- 
union plant.  U.S.  trade  union 
practices  are  anathema  to  the  Japa- 
nese. Nissan  claims  it  is  paying  base 
wages  equivalent  to  those  that  prevail 
in  UAW  plants,  ranging  from  $9.40  to 
$13.04  an  hour,  plus  $1.35  an  hour 
bonus.  Equally  important,  its  fringe 
benefit  costs  are  probably  lower  than 
those  of  most  other  American  auto 
manufacturers.  Nissan  employees  co- 
pay  the  cost  of  their  health  insurance, 
for  example,  meaning  that  buyers  of 
Nissan  trucks  don't  have  to  pay  the 
full  cost  of  having  braces  put  on  the 
teeth  of  workers'  children.  Nissan  is 
also  free  of  antiquated  work  rules, 
which  have  accumulated  in  union- 
ized U.S.  plants  over  half  a  century  of 
adversary  relationships  between 
unions  and  managements. 

As  a  result,  it  has  been  able  to  adopt 
practices  unthinkable  in  most  other 
auto  plants.  At  Smyrna,  for  example, 
the  workers — technicians,  as  Runyon 
insists  on  calling  them — are  responsi- 
ble for  the  basic  maintenance  on  their 
own  equipment.  If  something  goes 
wrong  everybody  doesn't  have  to  sit 
around  until  the  maintenance  people 
get  there.  "We  have  complex  interre- 
lated subsystems  that  cannot  be  treat- 
ed by  a  technician  with  a  single  skill," 
Runyon  says.  "It  is  a  great  advantage 
to  have  technicians  who  can  maintain 
the  system  instead  of  having  to  call  in 
four  or  five  single-skilled  technicians 
to  do  the  job." 

In  more  or  less  conventional  fash- 
ion, Nissan  organized  its  technicians 
into  teams  of  18  to  20.  But  whereas  in 
most  auto  plants  each  worker  does  his 
assigned  portion  of  the  job,  at  Smyrna 
the  jobs  rotate,  and  each  worker 
learns  everyone  else's  job,  including 
in  some  instances  those  of  the  robots, 
which  sometimes  break  down  like  ev- 
eryone else.  That  makes  the  job  a 
group  effort,  not  unlike  the  way  barn 
raising  used  to  be.  It  also  means  that  if 
business  falls  off,  workers  have  a  lot 
more  flexibility  in  doing  other  jobs 
than  they  do  in  a  conventional  plant 
where  the  seniority  system  can  put 
workers  in  jobs  for  which  they  have 
no  skills.  Nissan  also  encourages 
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cross- training — workers  learn  other 
jobs  in  the  plant  in  order  to  increase 
their  skills;  and  as  their  skills  in- 
crease, Nissan  raises  their  compensa- 
tion accordingly. 

Americans  being  Americans,  Nis- 
san has  made  both  wearing  of  corpo- 
rate uniforms  and  doing  morning  ex- 
ercises optional.  The  official  day  be- 
gins with  the  morning  meeting, 
where  job  assignments,  safety  and  de- 
fect and  other  problems  are  thrashed 
out.  Each  work  group  breaks  at  the 
same  time  and  eats  lunch  at  the  same 
time  in  the  same  cafeterias.  Any  tech- 
nician can  stop  the  line  at  any  time  to 
correct  an  error.  Defects  are  fixed  as 
they  occur,  and  if  they  are  not,  they 
can't  be  passed  through  without  noti- 
fying the  plant  manager. 

Runyon  makes  no  claim  that  Nis- 
san is  about  to  adopt  the  Japanese 
lifetime  employment  pattern  at 
Smyrna,  but  barring  some  cataclysm 
in  the  light  truck  business,  big  layoffs 
are  unlikely.  Nissan's  Smyrna  plant 
will  function  as  the  basic  source  of 
supply  for  the  U.S.  market,  leaving 
Nissan's  more  flexible  and  more 
widely  diversified  Kyushu  truck  plant 
to  accommodate  the  surges  and  de- 
clines in  demand.  "Our  plan  is  not  to 
displace  truck  imports  100%,"  Run- 
yon says.  "We  want  to  maintain  job 
security,  and  we  need  these  imports 
to  protect  the  jobs  of  our  employees. 
We'll  gain  flexibility  by  working  up  to 
nine  hours  a  day  and  one  Saturday  a 
month." 

Japan  created  the  U.S.  market  for 
its  light  compact  trucks  in  the 
wake  of  the  energy  crisis.  General 
Motors  with  the  Luv  and  Ford  with 
the  Courier  got  into  the  market  origi- 
nally with  trucks  made  in  Japan.  But 
Runyon  points  out  that  GM  has  built 
600,000  units  of  U.S.  capacity,  Ford 
300,000,  so  the  competition  is  heating 
up.  Considering  the  U.S.  bought  only 
913,000  compact  trucks  last  year,  the 
market  will  probably  grow  at  only  3% 
or  4%  a  year.  Nissan  sold  140,000 
light  trucks  here  last  year,  only  20,000 
of  them  made  in  the  U.S.  Thus,  even 
with  some  gain  in  market  share,  it  is 
unlikely  to  be  needing  the  plant's  full 
capacity  any  time  soon.  That  is  where 
passenger  cars  may  come  in. 

The  Japanese  probably  have  a 
$l,500-per-unit  cost  advantage  in 
trucks  and  passenger  cars.  Runyon 
has  been  working  hard  to  retain  as 
much  of  that  cost  advantage  as  possi- 
ble in  the  U.S.,  especially  since  Nis- 
san will  be  producing  trucks  identical 
to  those  it  imports  from  Japan.  De- 
troit gave  Nissan  a  bit  of  a  boost  when 


Technician  Gary  Collins 
Paint  Plant 


"I'm  in  anticorrosion.  We  wax  the  hoods,  the  fenders, 

so  they  won't  corrode.  They  really  put  high  emphasis  on  how  the 

finish  comes  out  because  that's  the  first  thing  that  appeals  to  the  eye 

of  the  public — how  your  unit  looks  in  the  showroom,  regardless  of 

how  it  functions.  If  it  looks  good,  then  they'll  buy  it  and  see  how  it 

functions. 

"I  am  also  cross-trained  in  my  spare  time  for  surveillance 
monitoring  in  the  paint-control  room.  Since  I've  been  in  the  paint 
department,  I've  done  all  the  job  skills  except  one.  Do  I  worry  about 
somebody  trying  to  take  my  job?  No,  I  don't.  I've  experienced  that  in 
other  industries  where  there's  a  lot  of  differentiation  between  jobs 
and  pay  rates,  but  here  technicians  make  relatively  the  same.  We  are 
all  classified  the  same,  and  therefore  that  doesn't  come  up. 

"We  have  four  new  technicians  in  our  group,  and  we  just  grab 
these  new  technicians  in  and  take  them  under  our  wing  and  train 
them.  We  just  help  each  other  learn.  It  works  out  real  good.  If 
somebody  falls  down  on  the  job,  does  he  get  a  lot  of  pressure?  Yes  and 
no.  But  it's  not  a  ragging  type  of  pressure.  It's  a  constructive,  helping 
type,  to  assist  the  person  where  they  don't  see  the  need  or  understand 
the  importance  of  all  the  team  effort. 

"I  worked  in  the  Trane  air  conditioner  plant  in  Clarksville.  That 
was  unionized.  I  don't  think  unorganized  is  the  word  for  around  here. 
Ununionized,  yes.  This  place  is  very  organized.  My  salary  has  been 
increased  three  times.  But  it  was  all  a  collective  increase.  It's  not  I'm 
an  individual  thing,  but  I'm  a  group.  Everybody  has  the  same 
enjoyment  of  these  increases.  If  we  do  have  some  complaint,  which 
you  will  from  time  to  time,  then  we  are  encouraged  to  air  our 
complaints.  That  helps  a  lot.  Most  of  the  suggestions  we  make  are  to 
make  our  job  better,  for  the  simplification  of  our  duties.  We  have  a 
saying — work  smarter,  not  work  harder.  I'm  not  afraid  of  hard  work, 
but  if  there's  a  more  practical  way  to  do  it,  I'm  for  that  way." 
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When  information  has  to  circulate 
among  six  different  departments,  which 
Information  Technology  company  can  help 
you  round  it  up  quickly  ana  efficiently? 


ft 
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You  wouldn't  deliver  a 
letter  from  Chicago  to 
New  York  by  hand. 

Yet  whenever  people  in 
your  organization  run 
over  to  Accounting  for 
some  figures,  or  drop  off  a 
report  at  Marketing,  they're 
doing  something  just  as 
wasteful.  Something  that 
could  be  avoided. 

The  Local  Area  Network. 

The  way  to  avoid  that  kind 
of  waste  is  to  have  Harris  put 
together  a  Local  Area  Network 
to  meet  your  needs. 

Up  to  60  percent  of  all  communi- 
cations traffic  generated  by  your 
company  takes  place  within  a 
building  or  local  complex.  That's 
why  it's  important  to  have  an  in- 
formation network  that  gets  data, 
words,  voice  and  video  moving 
on  the  fast  track 


The  Harris  Advantage. 

A  Harris  Local  Area  Network  can 
increase  your  productivity  by  link- 
ing together  workstations  through- 
out your  company.  Including  such 
devices  as  word  processors,  inter- 
active terminals,  DDP  systems, 
super-minicomputers,  digital 
telephones  and  PBXs.  We  can  also 
tie  in  your  existing  mainframe  com- 


puters. And  your  IBM 
or  Wang  workstations. 
Integrated  High-Tech. 

Harris  anticipated  the 
need  for  combining  in- 
formation processing 
and  communications. 
And  worked  hard  to 
develop  integrated 
systems  that  not  only 
process  your  information, 
but  also  send  it  to  the  next 
office.  Or  the  next  time 
zone.  Which  may  be  why  the 
products  of  this  Information 
Technology  company  are  sold  in 
more  than  100  nations  in  the 
world— to  the  tune  of  $1.8  billion 
in  fiscal  1983  alone. 
Now  all  that  work  is  paying  off 
for  you.  And  even  if  this  is  the 
first  time  you've  heard  our  name, 
we're  sure  it  won't  be  the  last 


HARRIS 


ur  name  is  Harris. 


Lead  Technician  Beverly  Bogle 
Zone  1,  Trim  and  Chassis 


"We  get  the  cab  when  it  first  comes  out  of  the  drop  lift 

or  after  paint.  We  put  in  the  main  harness,  the  master  vac,  which  is 

the  brake  booster. 

"There  are  24  people,  including  myself,  in  Zone  1.  There's  a 
supervisor  over  me,  but  I'm  with  the  technicians  all  the  time.  There 
are  quite  a  few  ladies  on  the  line.  Everybody  does  real  good,  and  they 
are  always  looking  out  for  each  other,  or  if  they  can't,  they  always 
holler  for  me,  'Hon,  Beverly,  Beverly!'  No,  they  don't  mind 
hollering.  I'm  just  one  of  the  guys. 

"The  mistakes  we  have  are  usually  on  small  things.  Really  small 
things.  Like  we  left  a  rubber  plug  out  of  a  hole,  usually  something  like 
that.  I  walk  back  and  forth  through  the  zone  quite  a  bit,  up,  back  and 
forth,  up  and  down  the  line  a  lot,  and  I  see  something  that's  not  right 
and  I'll  fix  it.  Like  we've  had  a  new  guy  training,  and  he's  been 
putting  on  vents  instead  of  a.c.  plates  on  air-conditioned  trucks. 
But  you  catch  it.  And  it  never  gets  all  the  way  over 
to  where  they  put  in  the  dash. 

"I  was  a  secretary  for  six  years  at  Carrier  before  I  was  laid  off  and 
went  to  work  at  GE,  in  the  plant,  in  Murfreesboro.  I  was  laid  off  again 
and  then  Nissan  called  me.  I  really  like  it  here  at  the  plant.  It's 
different,  a  lot  different,  I  don't  know  how  to  tell  you. 

"The  speed  of  the  assembly  line's  not  a  problem.  It  just  takes 
some  getting  used  to.  The  cab  is  moving  all  the  time,  and  you  gotta 
walk  with  it,  and  then  you  look  up,  you're  down  in 
somebody  else's  work  station.  They're  going  to  speed  up  the  line, 
and  when  they  get  to  10,000  a  month  the  jobs  are  going  to  be  broken 
down  and  there  won't  be  as  many  elements  in  each  job.  That's 
basically  what  it's  all  about.  They  take  an  element  off  an  old  job  and 
make  a  new  job  out  of  it,  and  then  it  will  be  faster  but  easier.  The  guys 
are  all  looking  toward  to  it.  They  are  always  ready  for  a  challenge." 


the  U.S.  slapped  a  25%  tariff  on  Japa- 
nese truck  imports  a  few  years  ago. 
Instead  of  using  the  tariff  as  a  com- 
petitive weapon,  the  U.S.  truck- 
makers  raised  their  prices  to  a  hair 
below  imported  truck  prices. 

Runyon  claims  that  the  Smyrna 
plant,  with  its  18  miles  of  conveyers 
and  229  robots,  is  the  most  highly 
automated  vehicle  production  plant 
in  the  Nissan  system  and  one  of  the 
most  highly  automated  in  the  world. 
Smyrna  also  has  the  automated  load- 
ing and  die-changing  processes  that 
alone,  automotive  consultant  James 
Harbour  figures,  give  the  Japanese  a 
$75-a-unit  cost  advantage.  The  Japa- 
nese, in  short,  are  pressing  every  ad- 
vantage they  have. 

But,  as  Harbour  calculates  it,  a  good 
40%  of  Japan's  $1,500  cost  advantage 
comes,  not  from  the  work  force  or 
wage  level  or  automation,  but  from 
the  defect-free  organization  of  the 
work  itself.  Japan's  renowned  just-in- 
time  system  dramatically  reduces 
both  the  quantity  of  materials  used 
and  the  cost  of  maintaining  them  in 
inventory.  And  that's  the  system  that 
Robert  Frinier,  another  ex-Ford  man, 
now  a  Nissan  vice  president,  has  been 
trying  to  adapt  in  Tennessee.  This, 
however,  takes  some  doing. 

Smyrna  is  basically  an  assembly 
plant,  and  so  depends  on  outside 
suppliers  for  all  but  25  to  35  of  the 
2,500  components  that  go  into  a  Nis- 
san truck.  Nissan  claims  that  42%  of 
the  components  in  its  trucks  are  pur- 
chased from  U.S.  suppliers,  and  it  may 
eventually  go  as  high  as  52% .  "At  that 
point  it  becomes  difficult,"  Frinier 
says.  U.S.  steelmakers  can't  produce 
the  quality  steel  Nissan  demands  for 
its  body  stock,  so  Nissan  gets  only 
half  its  steel  in  the  U.S.  No  U.S.  man- 
ufacturer has  the  capacity  to  produce 
the  heavier  components  Nissan's 
light  trucks  require — engines,  axles, 
transmissions,  chassis  components — 
and  Nissan  couldn't  justify  producing 
them  itself  in  the  U.S.  The  economies 
of  scale  just  aren't  there.  "If  we  were 
producing  500,000  vehicles,"  Runyon 
says,  "I  could  come  in  with  an  engine 
plant,  a  transmission  plant,  axle, 
whatever."  But  500,000  vehicles  is  a 
long  way  away,  which  means  that  for 
the  foreseeable  future  a  made-in- 
America  Nissan  will  still  be  partly 
made  in  Japan. 

This  complicates  adoption  of  just- 
in-time.  Nissan  saved  13  days  by 
moving  components  from  Japan  over- 
land rather  than  through  the  Panama 
Canal,  shipping  from  Japan  to  Seattle 
and  Los  Angeles  by  containership, 
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STRATEGIC  EXPANSION. 

A  DYNAMIC  NEW  SOURCE  FOR  CORPORATE  GROWTH. 


What  if  you  could  discovers  new 
means  of  accelerated  growth— 
from  one  of  the  most  unexpected 
sources  in  your  company? 

That's  precisely  what  some  of 
America's  largest  corporations  are 
doing  with  Strategic  Expansion, 
available  only  from  Citicorp  Retail 
Services. 

Strategic  Expansion  is  a  way  of 
converting  consumer  credit  into  a 
powerful  new  resource  for  growth. 

Using  a  completely  customized 


credit  card  program  and  advanced 
"Citi  of  Tomorrow"  technology, 
Citicorp  Retail  Services  gives  you: 

Vital  new  marketing  information 
about  current  and  potential  cus- 
tomers for  use  in  merchandising, 
promotion  and  advertising. 

Innovative  credit  management 
techniques  and  systems,  con- 
stantly updated  with  no  investment 
by  your  corporation. 

Plus  the  financial  strength  and 
funding  power  that  comes  from 


being  part  of  Citicorp. 

Result:  you  can  increase  sales 
and  share  of  market— and  gain  a 
continuous  source  of  capital  for 
direct  investment  in  growth. 

For  a  complete  information 
package  on  Strategic  Expansion 
and  how  it  can  specifically  bene- 
fit your  corporation,  please  contact: 

Tom  Glanfield,  Vice  President 

Citicorp  Retail  Services  (NY)  Inc. 

485  Lexington  Avenue 

New  York,  N.Y.  10017 

CITICORP& 


Citicorp  Retail  Services  (NY)  Inc.  is  a  subsidiary  ol  Citicorp. 
Citi  of  Tomorrow"  is  a  service  mark  of  Citibank.  N  A 
©  Citicorp.  1964 


CREATIVITY  IN  CONSUMER  CREDIT  &  MARKETING. 


Technician  Gary  Baggett 
Body,  Frame  and  Stamping 


"Right  now  I  work  on  the  metal  line.  We  mig  weld,  braze  brass 
and  then  we  grind.  We  have  four  work  positions,  and  we  swap,  and 
on  the  ninth  day  you  get  a  rest,  you  become  a  relief  person.  If  a  person's 
out,  the  relief  man  has  to  take  that  person's  place. 

"I  worked  almost  seven  years  for  Western  Electric  in  Nashville. 
My  wife  is  still  there.  But  they're  laying  off  now.  So  next  time  she's 
gone.  Next  time  I  would've  been  gone.  That  would  have  been  both 
incomes  out  the  window.  That  would  have  been  terrible. 

"The  people  who  work  in  this  place — really,  they  screen  them 
out.  I  work  on  a  line  with  ten  people,  and  there  isn't  a  lazy  bone  in 
anyone's  body.  Used  to  be  pretty  easy  to  get  lazy  when  you  were 
working  for  Ma  Bell.  You  had  a  lot  of  slack  time.  I  never  missed  a  day's 
work  in  seven  years.  I  think  that  helped  me  here. 

"What's  really  wild  here  is  seeing  the  supervisor  work.  The 
supervisors  get  right  in  there  beside  you.  I  just  count  on  him  as  one  of 
the  work  crew.  He'll  do  it.  Miss  a  weld,  he'll  catch  a  weld. 
Everybody  helps  everybody. 

"You  want  to  know  what  I  think  about  working  for  a  Japanese 
company?  I'm  a  native  of  Tennessee,  and  I  heard  that  they  sold  about 
125,000  trucks  and  that  was  completely  Japanese  money.  Now 
they're  selling  more  new  trucks,  and  they're  up  to  40%,  domestic. 
And  now  instead  of  being  100%  Japanese,  100%  of  the  money  going 
to  Japan,  they're  keeping  a  whole  bunch  of  it  over  here. 
Kept  a  person  like  me  from  being  laid  off.  I  would  have  got  it 
next  time  at  Western." 


and  then  by  rail  via  Southern  Pacific 
or  Burlington  Northern  to  Smyrna. 
This  may  add  transportation  cost  hut 
it  means  there  is  less  flowing  through 
the  pipeline.  The  plant  now  main- 
tains only  12-day  inventories,  which 
Fnnier  considers  manageable. 

On  domestic  sourcing,  Nissan  gets 
its  radios  from  California,  its  head- 
lamps from  Indiana,  its  steering 
wheels  from  New  York,  on  varying 
schedules  designed  to  provide  the 
components  Nissan  needs  just  in 
time  to  be  manufactured.  It  generally 
operates  by  truck  for  domestic  parts, 
even  if  at  higher  cost,  because  trucks 
save  more  in  inventory  costs  than 
they  cost  in  higher  freight. 

For  its  domestic  suppliers,  instead 
of  mandating  shipping  dates  it  man- 
dates delivery  dates — f.o.b.  the  Smyr- 
na plant,  not  f.o.b.  the  vendor.  "I 
think  the  secret  of  our  success,"  says 
Fnnier,  "is  we  have  a  fixed  manufac- 
turing schedule  and  a  fixed  demand.  I 
give  my  suppliers  three  months'  no- 
tice of  what  we  are  going  to  need,  and 
when  I  get  close  I  will  tell  him  by  day 
and  by  hour — 6  in  the  morning,  10 
a.m.  'I  need  it  here  as  specified,  and 
it's  up  to  you  to  get  it  to  us.'  "  This 
cuts  inventory  cost  for  everybody, 
Nissan  and  its  suppliers  alike.  It  also 
demands  maintaining  a  fairly  steady 
level  of  sales,  something  Detroit  has 
never  managed. 

To  the  delight  of  Tennessee  devel- 
opment officials,  Nissan  gets  a 
good  proportion  of  its  parts  from  Ten- 
nessee— items  like  shock  absorbers, 
tires,  exhaust  systems — and  other 
suppliers  are  situating  there,  includ- 
ing the  Japanese.  Ford  delivers  glass 
twice  a  day  from  Nashville;  Hoover 
Universal  delivers  seats  from  Mur- 
freesboro  every  80  minutes. 

Nissan  carries  just-in-time  to  its 
logical  conclusion.  Production  work- 
ers are  responsible  for  getting  their 
own  parts  as  needed  via  a  mechanized 
just-in-time  ordering  and  delivery  sys- 
tem. And  if  something  goes  wrong? 
"Someone  goes  to  work  on  the  prob- 
lem real  quick,"  Frinier  says. 

If  the  Smyrna  plant  is  the  success  it 
shows  every  sign  of  becoming,  it  may 
force  U.S.  industry  into  some  pro- 
found self-evaluation.  For  it  suggests 
that  the  problem  is  not  so  much 
American  workers  as  it  is  American 
ways  of  manufacturing  and  of  dealing 
with  employees.  Nor  can  the  implica- 
tions be  lost  on  trade  unions,  which 
will  need  to  swap  their  old  adversarial 
relationship  for  something  a  good  deal 
more  cooperative.  (For  more  on  Japa- 
nese automakers,  see  p.  127  )  ■ 
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,   Of  the  235  milUon 
people  in  America,  only  a  fraction 

can  use  a  computer. 


Introducing  Macintosh. 
For  the  rest  of  us. 


In  the  olden  days,  before  1984, 
not  very  many  people  used  computers. 


For  a  very  good  reason. 


Some  particularly  bright  engineers. 

Not  very  many  people  knew  how. 

And  not  very  many  people  wanted 
to  learn. 

After  all,  in  those  days,  it  meant 
listening  to  your  stomach  growl  through 
computer  seminars.  Falling  asleep  over 
computer  manuals.  And  staying  awake 
nights  to  memorize  commands  so 


complicated  you'd  have  to  be  a  computer 
to  understand  them. 

Then,  on  a  particularly  bright  day 
in  Cupertino,  California,  some 
particularly  bright  engineers 
had  a  particularly  bright  idea: 
\   since  computers  are  so  smart, 
wouldn't  it  make  more  sense 
to  teach  computers  about 
people,  instead  of  teaching  people  about 
computers? 

So  it  was  that  those  very  engineers 
worked  long  days  and  late  nights  and 
a  few  legal  holidays,  teaching  tiny 
silicon  chips  all  about  people.  How  they 
make  mistakes  and  change  their  minds. 
How  they  refer  to  file  folders  and  save 
old  phone  numbers.  How  they  labor  for 
their  livelihoods,  and  doodle  in  their 
spare  time. 

For  the  first  time  in  recorded 
computer  history;  hardware  engineers 


actually  talked  to  software  engineers 
in  moderate  tones  of  voice,  and  both 
were  united  by  a  common  goal:  to  build 
the  most  powerful,  most  portable,  most 
flexible,  most  versatile  computer  not-very-) 
much-money  could  buy 

And  when  the  engineers  were 
finally  finished,  they  introduced  us  to 
a  personal  computer  so  personable, 
it  can  practically  shake  hands. 

And  so  easy  to  use,  most  people 
already  know  how. 

Thev  didn't  call  it  the  QZ190,  or 
the  Zipchip  5000. 

They  called  it  Macintosh" 

And  now  we'd  like  to  introduce 
it  to  you. 


3  palettes  dityk  menu"  displays  all  your 
widths,  and  pa, 


To  select  whateixr you  want  "cut" 
from  the  screen,  just  put  a  rectangle 
(Wound  it 


Mai  in  tosh  stores  the  image  i  w  t  e  cut 
out  on  a  "clipboard"  in  its  memory. 


To  tell  Macinto  completed  your  illus- 
do,  all  you  have  to  (|  to  cut  it  out  of  the 

You  move  the  feated  it  on,  so  that  you 
by  moving  the  moihe  word  processing 
When  you  get  to  thjd  to  write  your  memo, 
use— click  once,  arou  simply  use  the  mouse 
that  item  to  work  vound  the  illustration, 

In  this  case,  trntosh  this  is  the  area 
as  the  pencil  youVe 
finishing  touches  o 
you'd  like  to  includ 


Then  you  move  the  pointer 
to  the  top  of  the  screen  where  it 
says  "Edit."  Hold  the  mouse 
button  down  and  Edit  will  then 
show  you  a  list,  or  "pull-down 
menu"  of  all  the  editorial  com- 
mands available.  Then  pull  the 
pointer  down  this  menu  and 
point  to  the  command," Cut;' high- 
lighted  by  a  black  bar. 

Release  the  mouse  button  and,  zap, 
it's  done. 


m 


Macintosh  automatically  makes  room 
for  your  illustration  in  the  text. 
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Paste. 


And  now,  to  finish  your  memo, 
bring  up  MacWriter  Macintosh's  word 
processing  program  Just  pick  a  place 
for  your  illustration. 

In  the  meantime,  your  illustration 
has  been  conveniently  stored  in  another 
part  of  Macintosh's  ample  memory 
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If  you  have  a  desk, 
you  need  a  Macintosh. 


Macintosh  was  designed  for  anyone 
dio  handles,  collects,  distributes, 
iterprets,  organizes,  files,  comprehends, 
enerates,  duplicates,  or  otherwise  futzes 
nth  information. 

Any  information.  Whether  it's  words, 
lumbers  or  pictures. 

We've  narrowed  it  down  to  anyone 
Mio  sits  at  a  desk. 

If,  for  example,  your  desk  is  in  a 


dormitory,  Macintosh  isn't  just  a  tool, 
but  a  learning  tool.  For  doing  everything 
from  problem  sets  in  Astrophysics  538 
to  term  papers  in  Art  Appreciation  101. 
Not  to  mention  perfecting  skills  in 
programming  languages  like  Macintosh 
BASIC  and  Macintosh  Pascal.  Which 
explains  why  colleges  and  universities 
across  the  country  are  ordering  Mac- 
intoshes by  the  campus-lull. 

If  you  own  your  own  business, 
owning  your  own  Macintosh  Personal 
Computer  could  mean  the  difference 
between  getting  home  before  dark,  and 
getting  home  before  Christmas.  With 
software  programs  like  MacWrite, 
MacProject,™  MacTerminal, " '  MacDraw,™ 
MacPaint,'"  data  base  managers,  business 
graphics  programs  and  other  personal 
productivity  tools  available  from  leading 
software  developers,  you  can  spend  more 
time  running  your  business,  and  less 
time  chasing  after  it.   


And  even  if  you  work  for  a  company 
big  enough  to  have  its  own  mainframe 
or  minicomputer,  Macintosh  can  fit  right 
in.  It's  fluent  in  DEC  VT100,  VTS2  and 
plain  old  TTY  With  additional  hardware, 
it  can  talk  to  IBM* mainframes  in  their 
very  own  3278  protocols. 

If  your  company  has  a  subsidiary 
abroad,  your  colleagues  there  can  use 
all  the  same  tools.  Because  Macintosh 
will  be  available  in  international  versions 
with  local  conventions  (alphabets, 
currencies,  dates,  etc. ). 

In  other  words,  wherever  there's  a 
desk,  there's  a  need  for  a  Macintosh. 

And  the  less  you  can  see  of  your 
desktop,  the  more  you  could  use  one. 


An  ordinary  personal  computer 
makes  Macintosh 
even  easier  to  understand. 
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"■WordStar"!  (ta)  is  a  leading  word  processing  prograa  for  for  the  IBM  PC. 
It    can  be  ased  to  wits  aeaos,    reports,    and  even   novels.  If 
novels  are  what  you  like!  you  should  consider  the  ABWordStar"B(ta)  Owners 
Guide.    It  contains  over  488  pages  of  interesting  reading. 

'  The  nocket  sited  "WordStar"!  (ta)  Coaaand  Card  contains  over  158  coaputer 
coaawnds  for  coaplete  utilization  of  the  prograa.     For  instance, 
to  find  a  word  and  replace  it  with  another,  you  type  CONTROL  Qfl. 


Word  processing  before  Macintosh 


In  1977  Apple  set  the  first  standard 
for  the  personal  computer  industry'  with 
the  first  generation  Apple  II. 

In  1981,  IBM  set  the  second  standard 
with  their  PC. 

And  in  1984,  Macintosh  will  set  the 
third  industry  standard,  redefining  the 
term  "personal  computer." 

To  give  you  an  idea  just  how  far 
the  technology'  has  advanced  over  the 
past  three  years,  we're  going  to  compare, 
screen-to-screen,  the  way  IBM's  PC  and 
Macintosh  perform  five  typical  personal 
computer  functions. 

Take  word  processing,  for  example. 

Any  computer  worth  its  weight  in 
silicon  does  an  adequate  job  of  shuffling 
words.  Provided,  of  course,  you  know  all 
the  keystroke  "command  sequences" 
to  make  it  happen.  And  the  IBM  PC  is 


no  exception. 

Macintosh,  on  the  other  hand,  is 
quite  an  exception. 

Using  Macintosh's  word  processing 
program,  MacNvrite,  anything  and 
everything  you  might  want  to  do  with 
words  can  be  done  with  a  point-and- 
click  of  the  mouse. 

MacWite  not  only  shuffles  words, 
it  can  shuffle  them  in  mam'  different 
type  styles  and  sizes  (not  to  mention 
boldface,  italics  and  underlining).  So 
you  can  create  documents  that  look  like 
they  came  from  a  typesetter,  not  a 
computer.  For  your  foreign  correspond- 
ence or  scientific  documents,  the 
Macintosh  keyboard  gives  you  217  char- 
acters including  accented  letters  and 
mathematical  symbols. 

But  what  real!}' separates  Macintosh 


from  the  blue  suits  is  its  extraordinary 
ability-  to  mix  text  with  graphics.  You  can 
actually  illustrate  your  words,  memos 
and  letters  with  tables,  charts  and  free- 
hand illustrations  composedon  other 
graphics  programs.  All  by  cutting  and 
pasting  with  the  mouse. 

Trial  capability  alone  makes  Mac- 
intosh its  very  own  form  of  communica- 
tion. A  new  medium  that  allows  you 
to  supplement  the  power  of  the  written 
word  with  the  clarity-  of  illustrations, 
lit  other  words,  if  you  can't  make  your 
point  with  a  Macintosh,  you  may  not 
have  a  point  to  make. 

Actually  the  difference  between 
Macintosh  and  the  IBM  PC  becomes 
obvious  the  minute  you  turn  both  of 
them  on. 

The  two  screens  top  right  show  y  ou 
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pdsely  how  each  of  them  greets  you. 
)tice  the  IBM  presents  you  with  a 
indry  list  of  files  available  for  accessing, 
d  multiple  steps  are  required  to  "get 
'  the  particular  file  you  choose  to 
)rk  with. 

Macintosh,  on  the  other  hand, 
ows  you  everything  you've  saved 
larts,  graphs,  illustrations  and  docu- 
pnts),  pretty  much  the  same  way 
u'd  see  them  arranged  on  your  desk, 
loose  one  with  the  mouse,  click,  and 
u're  ready  to  work. 

Even  comparing  a  program  as 


the  additional  cost  to  add  the  color  card 
and  separate  color  monitor  required  to 
make  use  of  them. 

When  you  compare  the  actual  unit 
you  purchase  initially  with  our  Mac- 
intosh, the  IBM  PC  not  only  comes  up 
short  a  few  bar  and  pie  charts,  it  draws 
a  complete  blank. 

Macintosh  uses  its  graphics  program, 
Microsoft's  Chart,  to  turn  numbers  no- 
body understands  into  charts  and  graphs 
that  everybody  understands.  With  it, 
you  can  "cut"  numbers  you  want  charted 
from  another  Macintosh  program  and 


"paste"  them  directly  into  Chart.  Just 
choose  the  style  of  chart  you  want  from 
a  "pull-down"  selection  of  pie  and 
bar  charts,  line  and  scatter  graphs.  Then 
customize  your  graph  with  legends 
and  labels  in  whatever  type  style  your 
little  chart  requires. 

There  is  one  thing  that  the  IBM  PC 
manages  to  do  as  well  as  Macintosh: 
IBM  3278  terminal  emulation,  so  you 
can  communicate  with  heftier  IBM's. 

But  with  MacTermina!  software, 
your  Macintosh  can  also  frilly  emulate 
all  the  popular  DEC  tenninals. 


mmonplace  as  the  electronic  spread- 
fcet  clearly  shows  you  that  Macintosh 
i: anything  but  commonplace. 

Microsoft's*  Multiplari"  for  Macintosh 
Is  been  designed  to  take  frill  advantage 
fj  Macintosh's  built-in  Lisa  Technology 
i -clumsy  cursor  keys  are  replaced  by  a 
[jint-and-click  of  the  mouse. 

.et's  say  you  want  to  change  the 
11th  of  a  column  in  your  spreadsheet. 
|  the  IBM  PC,  that's  a  4-key  command 
|[uence.  On  Macintosh,  you  simply 
ltj)ve  the  pointer  and  click. 

Should  you  need  to  make  a  few 
slick  computations  before  entering  new 
■i'eadsheet  figures,  you  can  use  the 
nilt-in  desk  calculator,  for  example. 
When  it  comes  to  business  graphics 
all  fairness,  IBM  has  color  and  bar 
aits  to  spare.  Provided  you  can  spare 


Business  graphics  before  Macintosh. 


Microsoft's  Chart  for  Macintosh. 


Terminal  emulation  before  Macinto. 


Mai'/crminal 


Comparisons  made  using  standard  configuration  Macintosh  and  IBM  PC  ( 5/50  2  disk  unit,  2%K  bytes  li\M,  5/5/  monitor),  Nwember  5.  1983. 


And  here's  where 
ordinary  personal  computers 

draw  a  blank. 


You've  just  seen  some  of  the  logic,  virtually  any  image  the  human  hand 

the  technology  the  engineering  genius  can  create.  Because  the  mouse  allows  the 

and  the  software  wizardry  that  separates  human  hand  to  create  it. 
Macintosh  from  conventional  computers.       MacPaint  gives  you  total  freedom 


Now  we'd  like  to  show  you  some 
of  the  magic. 

First,  there's  MacPaint.  A  program 
that  transforms  Macintosh  into  a 
combination  architect's  drafting  table, 
artists  easel  and  illustrator's  sketch  pad 

With  MacPaint,  for  the  first  time, 
a  personal  computer  can  produce 


MacPaint  produces  virtually  any  image  the  human  hand  can  create. 

to  doodle.  To  cross-hatch.  To  spray  paint. 
To  fill-in.  To  erase. 

And  even  if  you're  not  a  terrific 
artist,  MacPaint  includes  special  tools 
for  designing  everything  from  office 
forms  to  technical  illustrations.  Plus 
type  styles  to  create  captions,  labels  and 
headlines. 

So  you  can  have  custom-designed 
graphics  without  hiring  a  design  studio. 
Make  your  presentations  more  present- 


able by  enlarging  MacPaint  illustrations 
or  making  transparencies  for  overhead 
projection.  Or  clarify  a  memo  or  report 
by  "cutting  out"  your  illustration  and 
pasting"  it  into  your  text. 

What  MacPaint  does 
for  helping  you  visualize 
your  wildest  imaginings, 
MacProject  does  for  help- 
ing you  visualize  the 
unforeseen. 

You  simply  enter  all 
the  tasks  and  resources 
involved  in  a  project — 
whether  it's  opening  a 
new  office  or  producing 
a  brochure— and 
MacProject  will  chart  the 
critical  path"  to  com- 
pletion, calculating  dates 
and  deadlines.  If  there's 
a  single  change  in  any 
phase  of  the  project,  it 
will  automatically  recal- 
culate every  phase. 

So  with  MacProject, 
you  can  generate  business 
plans  and  status  reports 
that  reflect  the  realities 
of  the  job,  not  the  limitations  of  your 
computer. 

But  more  important  than  the 
practical  benefits  of  programs  like 
MacPaint  and  MacProject,  they  represent 
the  very  tangible  difference  an  attitude 
can  make. 

An  attitude  that  the  only  thing 


limiting  what  a  computer  can  do,  is  the 
imagination  of  the  people  creating  it. 

Not  just  the  engineers  who  design  it, 
but  software  developers  like  Lotus* 
Development  Corporation,  currently 
developing  a  Macintosh  version  of  their 
l-2-3™program. 

And  Software  Publishing  Com., 
with  a  newpfs:"  filing  program  as  easy  to 
use  as  the  Macintosh  it  was  designed  for. 

And  Microsoft,  with  Productivity- 
Tools,  like  Multiplan,  Chart,  File  andWord. 

If  Macintosh  has  an  extraordinary 
future  ahead  of  it,  it's  because  of  the 
extraordinary  people  behind  it. 


'  To  create  a  neu  'stand- 
ard  takes  something 
that's  not  just  a  little 
bit  different.  It  kikes 
something  foal's  really 
new  and  captures 
people's  imaginations. 
Macintosh  meets  that 
standard! '  —  Bill 
Gates,  Clnirman  of 
the  Board  &  CEO 
Microsoft  Corporation. 


MacPrqject  does  /or  project  management  what 
VisiCalc*  did  for  spreadsheets. 


MacPaint  can  ovate  both freelxuid sketclxs  and 
precise  technical  illustrations. 


"Macintosh  is  much 
more  natural,  intuitive 
and  in  line  with  how 
people  think  and 
work. . .  this  is  going  to 
change  the  way  people 
think  about  personal 
computers.  Macintosh 


sets  a  whole  new 
standard,  and  we  want 
our  products  to  take 
advantage  of  tins!'  — 
Mitch  Kapor,  President 
&CEO,  Lotus  Dei'elop- 
ment  Corporation. 
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If  you  don't  see  a  typefaceyou  like  here, 
Macintosh  lets  you  design  your  own 


"If  you  were  to  put 
mac/me  "x"  on  the 
table  and  a  Macintosh 
on  the  table  beside  it, 
and  then  put  pjs  soft- 
ware on  both  nuicl.rines 
. . .  like  a  taste  test. . . 
we  think  Macintosh's 
benefits  would  be  pretty 
obvious."  —Fred 
Gibbons,  President. 
Software  PiMisling 
Corporation. 


Microsoft  's  Chart  displays  a  moregraplyk 
approach  to  business  graphics 


Using  insets  with  MacPaint,  you  can  even 
illustrate  your  illustrations. 


With  Macintosh's  unlimited  graphics,  there  11  soon 
be  no  limit  to  the  games  it  can  play 


What  makes  Macintosh  tick. 
And,  someday  talk. 


Macintosh  has  a  lot  in  common 
with  that  most  uncommon  computer, 
the  Lisa™  personal  office  system. 


Tlx' garden  vari- 
ety 16-bit  8088 
microprocessor. 
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the  problem.  (Macintosh  actually 
weighs  9  pounds  less  than  the  most 
popular"Portabler)  small  footprint 

Macintosh  is 
1/3  tlx  size 
anil  volume  of 
tlx' IBM  PC. 


Macintosh's  32-bit  MC68000  microprocessor. 


Its  brain  is  the  same  blindingly- 
fast  32-bit  MC68000  microprocessor— 
far  more  powerful  than  the  16-bit  8088 
found  in  current  generation  computers. 

Its  heart  is  the  same  Lisa  Tech- 
nology of  windows,  icons,  pull-down 
menus  and  mouse  commands  —all  of 
which  makes  that  32 -bit  power  far  more 
useful  by  making  Macintosh  far  easier 
to  use  than  current  generation  computers. 

And,  thanks  to  its  size,  if  you  can't 
bring  the  problem  to  a  Macintosh, 
you  can  always  bring  a  Macintosh  to 


Standard  5 -l  1 4" 
floppy  disk. 


.0 


Macintosh's  -tOOK 
3-1/2"  disk 


Another  miracle  of  miniaturization 
is  Macintosh's  built-in  3'/^'microrloppy 
drive.  Its  3V2 "  disks  store  more  than 
conventional  %  "  floppies— 400K.  So 
while  they're  big  enough  to  hold  a  desk- 
full  of  work,  they're  small  enough  to  fit 
in  a  shirt  pocket. 

And  speaking  of  talking,  Macintosh 
has  a  built-in  polyphonic  sound  generator 
capable  of  producing  high  quality  sj^eech 
or  music. 

On  the  back  of  the  machine,  you'll 
find  built-in  RS232  and  RS422  AppleBus 
serial  communications  ports.  Which 
means  you  can  connect  printers, 


Tlx'  inside  story  —a  rotating 
hall  and  optical  sensors  ha?ts 
late  movements  of  the  mouse 
to  Macintosh's  screen  pinter 
with  pin  -point  accuracy 


modems  and  other  peripherals  without 
adding  $150  cards.  It  also  means  that 
Macintosh  is  ready  to  hook  in  to  a  local 
area  network.  (With  AppleBus,  you  can 
interconnect  up  to  16  different  Apple ' 
computers  and  peripherals. ) 

Should  you  wish  to  double 
Macintosh's  storage  with  an  external  disk 
drive,  you  can  do  so  without  paying 
extra  for  a  disk  controller  card— that 
connector's  built-in,  too. 

And,  of  course,  there's  a  built-in 
connector  for  Macintosh's  mouse, 
a  feature  that  costs  up  to  $300  on 
computers  that  can't  even  run  mouse- 
controlled  software. 

Of  course,  the  real  genius  of 
Macintosh  isn't  its  serial  ports  or  its 
polyphonic  sound  generator. 

The  real  genius  is  that  you  don't 
have  to  be  a  genius  to  use  a  Macintosh. 

You  just  have  to  be  smart 
enough  to  buy  one. 


-10.9  - 
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Mouse  connector. 


External  disk  drive 
connector. 


Polyphonic  sound  port. 


high  resolution 
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el  hit-mapped 
Way. 


liltra  compact,  switching-type 
power  supply  and  high 
resolution  liileo 
circuitry. 
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Battery  for  Macintosh  's 
built-in  clock/ 'calendar. 


RS232.  RS422AppleBus  serial 
communications  ports  Jin-  printers, 
modems  and  other  peripherals. 


Built-in  handle  Jew  getting 
carried  away. 


Thanks  to  clever  venting. 
Macintosh  requires  no 
internal  fan. 


i>htness 
itrol. 

128K  bytes  RAM. 


Built-in  3-1/ 2" 
disk  drive. 


Keyboard  connector 
— a  telephone-type  jack  you 
already  know  'how  to  use 


Clock/ calendar 

1  ^'  Macintosh's  digital 

mbytes  ROM.  board -tlx  processing 

pou  w  of  cm  entire  32 -bit 
32-bit  Motorola  MC68000  #1  graphics  computer 

microprocessor.  »> s0  square 


What  to  give  the  computer 
that  has  everything. 


Macintosh  comes  well  outfitted. 
The  system  includes  the  main  unit 
(computer,  display  built-in  disk  drive 
and  firmware),  a  detached  keyboard 
you  can  put  wherever  it  feels  most  com- 
fortable, the  mouse,  a  System  Disk 
(Finder  and  Desk  Accessories),  a  Guided 


Tour  of  Macintosh  tutorial  disk  and  audio 
cassette,  and  one  (count  it),  one  manual. 

Everything  you'll  need  to  start  doing 
everything  you'll  need  to  do. 

But,  should  your  needs  suddenly 
expand,  so  can  Macintosh.  As  easily  as 
putting  a  plug  in  a  socket. 


Apple  Numeric  Keypad. 
Patterned  after  the 
standard  accountai  it's 
calculator  10  keypad,  the 
Numeric  Keypad  speeds 
up  doing  spreadsheets, 
accounting,  any  number 
of  number-related  tasks. 
It  plugs  directly  into  tlx' 
keyboard,  and  works  with 
Macintosh  applications. 


Affile  Imageuriter  Printer.  Image/enter 
produces  high  fidelity  printed  copy 
of  everything  you  see  on  a  Macintosh 
screen.  Multiple  fonts.  Pictures.  Pro 
portional  text  Mixed  text  and  graphics 
And  it  prints  on  both  sheet-fed  and 
tractor  -fed  paper.  It  's  fast,  quiet  and 
inexpensive. 


Security  Kit.  Being  transportable  is  one  of  Macintosh's 
many  advantages  Provided  it  doesn  't  go  anyu'bere 
witlnutyou  Tim  specially  designed  security'  kit  makes 
sure  it  doesn  't.  Metal  plates  snap  into  tin.1  main  unit ' 
in."!  keyboard.  Then,  a  strong,  steel  cable  loops  through 
awl  locks  to  your  desk 


Apple  Modem.  Using  MacTerminal.  a 
standard  telephone  and  tlx'  Apple  Modem, 
you  can  plug  yourself  into  electronic 
information  services  like  Pknv Jones  Neus 
Retrieval!"  T/.ie  Source  "and  CompuServe? 
Or  communicate  with  other  computers. 
It  operates  completely  automatically,  with 
both  auto  dial  and  auto-answer,  and 
comes  in  jOO  and  3<)0  1200  baud  models 


Macintosh  External  Disk  Drive.  By 
adding  a  second  high-capacity  (400K 
bytes)  S-l/2"disk  drive  tike  tlx'  one 
already  built  into  your  Macintosh, 
you  can  access  more  documents  and 
programs  without  snapping  disks.  It 
also  speeds 
making  back 
up  copies  of 
yowinjbr- 
motion. 


Apple  tin  Apple  logo,  Mat-Wile,  MacPaint,  Maclerminal, 
MatfTOjcrJ  MacDrawand  Lia  are  trademarks  of  Apple 

Computer  tiic 

.1  trademark  licensed  to  Apple  Computer,  Inc 

I'M  l>  :i  rc^iTttl  iradeniark  of  Digital  K<|Uipmenl  Capontion 


HtM  ■  a  iTxisltTed  Iradeniark  of  International  liusines 
Machines  Corporackxi 

1-2-3  and  Dhus  are  trademarks  r>f  I/mis  Develnpmeni 
Corporation 

MieTTHtfl  is  a  revered  trademark  of  MiiriNih  Oirporaliun 
Mulliplan  is  a  trademark  of  Microsoft  Corporation 


pfs  ls  a  registered  iradfinark  of  Software  PuHkhlflg 
Girporalioii 

Vlmi  jk  ls  a  registered  iradeniark  of  YistGirp 

The  Source  is  a  servicemark  of  Swrce  jyeCornputtng 
Orpiranoti  asunsidiarv  of  The  Reailers  Digest  Association  Inc 


Dow  Jones  NeWketneval  ls  a  tradeinark  of  Dow  Jones  & 
Cooiptny  inc 

'  j*npuServe  ls  a  registered  trademark  of  (yompuServt  Girp 
Wordstar  ls  a  trademark  of  MicroPro  International liinxiration 
[■railed  m  ISA. 


We  could,  as  they  say  in  com- 
puterese,  dump  another  Gigabyte  (write 
another  50,000  or  so  pages)  on 
Macintosh. 

But  you  really  can't  appreciate  how 
insanely  great  Macintosh  is  until  you 
bring  your  index  finger  to  an  authorized 
Apple  dealer. 

Over  1,500  of  them  are  eagerly 
waiting  to  put  a  mouse  in  your  hand. 
To  prove  that,  if  you  can  point,  you  can 
use  a  Macintosh. 

And  if  you  can 
fill  out  a  credit 
application,  in  most 
cases  you  can  take  one  home  the  very 
same  day.  With  the  help  of  an  Apple 
credit  card. 

Which  makes  owning  the  worlds 
newest  computer  just  as  easy  as  using  it. 

Soon  there'll  be  just  two  kinds 
of  people.  Those  who  use  computers. 
And  those  who  use  Apples. 
/ 


rutin  iZi  d  Apple  dealer  nearest  you  call  (800)  538-9696.  In  Canada,  call  (800)  268-  7796  or  (800)  268-  7637.  ©  198^  Apple  Computer  Inc. 


Take  note,  Ford,  GM  and  Chrysler-.  Your 
Japanese  troubles  are  just  beginning. 


Meanwhile, 
back  in  Marysville 


By  Michael  Cieply 

Even  as  they  splash  in  record 
profits,  Ford,  General  Motors 
and  Chrysler  would  do  well  to 
glance  nervously  over  their  shoulders. 
Their  exports  to  the  U.S.  slowed  by 
quotas,  the  Japanese  are  making  a 
flanking  move.  Starting  small,  Honda 
plans  to  expand  substantially  its  man- 
ufacturing in  the  U.S.  and  Nissan, 
which  currently  produces  trucks  in 
the  U.S.,  could  do  the  same. 

Shivering  in  the  knifelike  Ohio 
winter  winds,  1,300  scrawny  pines 
line  the  frozen  earth  outside  Honda's 
Marysville,  Ohio  manufacturing  com- 
plex. In  a  modern-day  industrial  rit- 
ual, each  tree  was  planted  by  a  new 
employee,  whose  name  tag  is  securely 
fastened  to  the  trunk.  "The  idea  origi- 
nated here,  not  in  Japan,"  the  plant's 
grandfatherly  manager,  Bob  Watson, 
62,  says  with  a  wink.  "We're  planning 
to  reforest  most  of  Ohio." 

The  point  of  Watson's  joke  is  clear. 
In  1983  Marysville  produced  a  mere 
55,000  cars.  As  quickly  as  the  employ- 
ees' tiny  pines  take  root,  the  factory  is 
growing.  The  auto  production  rate 
will  almost  triple  by  the  end  of  this 
year,  even  as  Watson  prepares  to  build 
engines  for  his  70,000  annual  motor- 
cycle output,  20%  of  which  is  export- 
ed. By  1 988  car  production  will  double 
again,  to  300,000  cars  a  year.  Are 
American-content  laws  a  threat?  A 
proposed  auto  engine  plant  could 
raise  the  American-built  content  of 
Marysville  cars  to  roughly  75%. 

For  Marysville  is  no  mere  colonial 
outpost.  Rather,  it  represents  the  very 
future  of  Honda,  perhaps  the  most 
aggressive  of  Japan's  carmakers. 

North  American  sales  accounted 
for  over  40%  of  Honda's  $10  billion 
revenues  in  fiscal  1984  (ended  Feb. 
29),  and  the  U.S.  contributes  an  esti- 


mated 65%  of  Honda's  profit,  which 
totaled  $325  million  in  1984.  That 
owes  much  to  the  topsy-turvy  logic  of 
quotas,  which  sweetened  Japanese 
margins  in  the  U.S.  Says  Honda 
Chairman  Hideo  Sugiura:  "The  im- 
balance between  supply  and  demand 
has  made  us  very  profitable,  including 
our  dealers"  (Forbes,  Dec.  5,  1983)- 
Not  surprisingly,  Sugiura  has  com- 
mitted to  spend  another  $240  million 
through  1986  in  the  U.S. 

While  Toyota  and  Nissan  are  still 
shackled  by  quotas,  Honda  last  year 
pushed  U.S.  car  sales  ahead  10%,  to 
401,000  units.  In  1984  it  will  pass 
Nissan  and  perhaps  even  challenge 
$20  billion  (1983  revenues)  Toyota, 
with  its  allotment  of  500,000  cars,  if 
production  schedules  hold  firm. 

The  Japanese  have  decisive  cost  ad- 
vantages over  Americans — even  when 
the  Japanese  manufacture  in  the  U.S. 
Why?  Credit  wage  rates,  in  part.  GM 
pays  an  assembler  $12.21  an  hour, 
20%  more  than  Honda  USA  pays  its 
workers  and  45%  more  than  assembly 


A  tree  for  every  Honda  employee 
"We're  planning  to  reforest  Ohio. 


workers  earn  at  Honda's  Saitama  and 
Suzuka  plants  in  Japan.  Further  labor 
savings  come  from  the  more  flexible 
work  rules  that  obtain  in  a  nonunion 
plant  (see  Nissan  story,  p.  98). 

Fertile  ground  for  the  unions?  Five 
years  ago  the  UAW  set  up  a  storefront 
unit  in  Marysville  to  proselytize 
among  the  factory's  first  motorcycle 
assemblers.  So  far,  its  bargaining  unit 
contains  three  boiler  operators  But  it 
is  clearly  not  fear  that  lias  kept  Honda 
workers  out  of  the  union.  "Nobody 
wants  to  work  for  a  loser,"  says  Al 
Kinzer,  Honda's  Virginia-born  person- 
nel director,  42,  perhaps  recalling  the 
painful  layoffs  in  the  unionized  U.S. 
auto  plants. 

By  Sugiura's  account,  Marysville  is 
already  a  winner.  Worker  productiv- 
ity is  within  reaching  distance  of  that 
at  Honda's  aging  Japanese  plants,  and 
the  gap  is  narrowing  as  U.S.  employ- 
ees come  down  the  learning  curve. 

Why  is  Honda  succeeding  where 
Volkswagen  failed?  At  Huntingdon 
Township,  Pa.,  Volkswagen  of  Ameri- 
ca's $300  million  assembly  plant  sits 
55%  idle  VW's  sales  in  the  U  S  last 
year  were  down  75%  since  1979,  with 
market  share  slipping  to  1.8%. 

Honda  managers  blame  VW's  top 
bosses.  "Volkswagen's  customers  left 
them  behind,"  snaps  Nobuhiko 
Kawamoto,  Honda  executive  vice 
president.  He  notes  that  the  Rabbit,  a 
masterful  car  when  conceived  in 
1974,  hasn't  kept  pace  with  Japanese 
innovativeness.  Three  years  ago  Ru- 
diger  Will,  VW's  research  coordinator, 
told  Forbes  (Aug.  17,  1981)  that 
weight  reduction  in  cars  "couldn't  go 
much  further"  because  of  the  tradeoff 
between  fuel  economy  and  the  high 
cost  of  new  materials.  But  look  at 
Honda's  Civic  CRX,  introduced  in 
1983,  which  recently  won  top  honors 
from  Japan's  prestigious  Car  of  the 
Year  Committee.  With  an  aluminum 
engine  block  and  chip-resistant  plas- 
tic fenders,  the  zippy  $6, 142  two-seat 
er  weighs  just  1,713  pounds.  That's 
700  pounds  less  than  Pontiac's  hot- 
selling  Fiero,  which  gets  about  two- 
thirds  of  the  CRX's  67mpg  and  costs 
$1,800  more. 

So,  GM's,  Chrysler's  and  Ford's  Jap- 
anese troubles  are  far  from  over.  But 
maybe  the  big  loser  will  be  not  the 
auto  companies  but  the  United  Auto 
Workers.  Only  recently,  in  a  splendid 
front-page  story,  the  Wall  Street  Jour 
nal  described  how  UAW's  new  boss, 
Owen  Bieber,  was  already  figuring 
how  he  could  take  advantage  of  the 
auto  pickup  to  get  more  money  for  his 
workers.  But,  increasingly,  the  Amer- 
ican consumer  is  bypassing  c^rs  made 
by  Bieber's  men  ■ 
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At  the  end  of  a  tough  day 
slip  into  something 
comfortable:  the  MD-8Q 


On  your  next  business  trip, 
select  something  to  suit 
your  mood-a  relaxing 
MD-80  jetliner. 

The  MD-80  is  truly  a 
breath  of  fresh  air.  An  in- 
genious system  brings  in 
air  from  outside,  passes  it 
through  special  condition- 
ers, and  releases  it  at  a  tem- 
perature perfect  for  total 
passenger  comfort.  Air  in- 
side the  MD-80  is  changed 
every  three  minutes. 

There's  nothing  more 
quiet  and  comfortable  than 
the  cabin  of  an  MD-80. 
Color,  line  and  lighting  com- 
bine to  create  a  sense  of 
serenity  and  spaciousness. 
And  no  plane  offers  a 
quieter  ride  than  the 
MD-80.  It  has  the  lowest 
overall  noise  level  of  any  jet 
in  operation  today.  Thafs  a 
major  reason  why  as  many 
as  eight  out  of  nine  pas- 
sengers prefer  the  MD-80 
to  other  jets  its  size. 

For  the  smoothest,  most 
restful  ride  in  the  sky,  try 
on  an  exciting  new  MD-80 
from  McDonnell  Douglas. 
Because  what  you're  in 
makes  all  the  difference 
in  how  you  feel. 


The  Up  &  Comers 


R.  Wayne  Oldham  traded  his  trombone  for 
a  calculator,  hut  he  never  entirely  aban- 
doned show  business. 


Making  music 
with  money 


By  John  A.  Byrne 


Bearded  and  homburg-hatted, 
R.  Wayne  Oldham,  chairman 
of  Southern  Hospitality  Corp., 
is  tooling  down  Nashville's  busy 
West  End  Avenue  in  his  silver-gray 
Mercedes.  On  the  10-block  drive,  he 
passes  Mrs.  Winner's,  Captain  D.'s, 
Bojangles',  Domino's  Pizza,  Arby's 


and,  of  course,  a  McDonald's,  Burger 
King  and  Pizza  Hut. 

Oldham  is  in  the  fast  food  business 
himself,  but  he  is  hardly  awed  by  his 
Nashville  competition.  "It's  like 
horse  manure,"  he  says,  seriously. 
"It's  everywhere." 

You  could  say  the  same  about  Old- 
ham. Besides  25  Wendy's,  his  South- 
ern Hospitality  Corp.  owns  12  Mr. 


Gatti's  Pizza  restaurant  franchises 
and  eight  full-service  restaurants  in 
the  mid-Tennessee  area. 

Each  is  a  superior  performer.  His 
Mr.  Gatti's  Pizza  restaurants  produce 
revenues  50%  higher  than  the  average 
for  the  regional  chain.  His  Wendy's  in 
the  middle  of  the  West  End  Avenue 
strip  sells  $1.4  million  worth  of  ham- 
burgers, chili  and  chicken  sandwiches 
a  year,  about  double  the  revenues  of 
the  typical  Wendy's  franchise.  All 
told,  Oldham's  25  Wendy's  outlets 
outsell  the  average  Wendy's  by  more 
than  20% . 

Wendy's  International,  the  fran- 
chising chain  that  led  the  Forbes  fast 
food  category  in  1984,  has  averaged  a 
22.7%  return  on  equity  for  the  past 
four  years.  That  is  an  outstanding  re- 
turn. But  over  the  same  period,  South- 
ern Hospitality,  with  current  sales  of 
$26.3  million  a  year,  has  averaged  a 
51.6%  return  on  equity. 

Oldham,  52,  shows  no  signs  of 
slowing  down.  In  the  six  months  end- 
ed Nov.  30,  Southern  Hospitality's  in- 
come rose  45%.  That's  quite  a  perfor- 
mance from  someone  who  boasts  that 
"all  my  business  education  has  been 
by  T  and  E,  trial  and  error." 


Chairman  R  Wayne  Oldham  of  Southern  Hospitality 
Sell,  sell,  sell. 
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OF  ALL  THE 
NEW  YORK  BANKS,  ONLY 
ONE  HAS  ENDURED 
FOR 200 YEARS. 
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The  Bank  of  New  York. 

The  only  bank  in  New  York  now  able  to  cel- 
ebrate a  bicentennial.  We  were  the  first  New  York 
bank.  Founded  by  Alexander  Hamilton  June  9, 1784. 

We  were  the  first  bank  to  lend  money  to  the 
US.  government. The  $200,000  loan  was  used, 
in  part,  to  pay  George  Washington's  salary. 

The  Bank  of  New  York  helped  finance  the 
nation's  first  foreign  trade,  the  construction  of  the 
Erie  Canal  and  New  York  City's  subway  system. 
Our  loans  built  railroads,  strung  telegraph  wires, 
dredged  harbors,  established  factories  and  funded 
businesses  throughout  the  country. 

We  were  among  the  first  to  finance  both  the 
telephone  and  television.  And  one  of  the  first  to 
apply  the  power  of  computers  to  banking. 

We  pioneered  in  trusts.  Introduced  drive-in 
banking  to  New  Yorkers.  Helped  make  the  modern 
mutual  fund  possible. 

Today  The  Banks  traditional  strengths  are 
reflected  in  our  important  positions  in  corporate 
lending,  securities  processing,  money  management 
and  personal  banking.  These  strengths  have 
enabled  us  to  double  in  size  in  the  last  five  years. 

We  are  The  Bank  of  New  York.  Part  of  the 
history  of  banking. .  .the  his- 
tory of  our  country  And 
we  have  flourished  for 
two  centuries— never 
missing  a  dividend 
payment  -  -  in  spite  of 
wars,  panics  and  de- 
pressions, by  doing  one 
simple  thing  extremely 
well.  Looking  ahead. 


HUE 
^BANKOFl 
NEW 


What  kind  of 
company  builds  a 

power  position 
in  trucking... 


and  is  a 
top  banana  in 
the  food  services 


industry,  too? 


Leadership  in  a  variety  of  high  potential  fields 
has  brought  this  diversified  services  company 
to  the  attention  of  Wall  Street  observers. 
They've  been  talking  about  strategic  vision, 
creative  restructuring,  solidly  based  financial 
strength.  But  we  think  the  key  word  is 
performance. 

Performance.  In  trucking,  if  s  rooted  in 
knowing  the  territory.  Few  know  it  better  or 
are  better  equipped  to  cash  in  on  develop- 
ments. Power  positions  in  the  two  major 
market  sectors  —  truckload  and  less-than- 
truckload  service  —  make  1U  the  second  larg- 
est motor  carrier  organization  in  the  U.S. 

Performance.  In  the  food  services  industry, 
I  U  s  Biggers  Brothers  sells  in  the  growth 
markets  of  the  southeast  and  is  the  leader  in 
its  territory.  And  it  keeps  growing  stronger, 
expanding  its  product  lines,  enlarging  its  geo- 
graphic scope,  extending  its  leadership. 

Performance.  Its  a  return  on  common 
equity  that  has  averaged  20%  over  the  past 
five  years.  If  s  doing  things  better  than  they've 
been  done  before.  And  the  result  is  a  height- 
ened perception  of  IU  as  an  innovative  leader 
in  diversified  services.  Because  when  you 
really  believe  in  performance,  it  shows. 


watching. 


m 


Transportation.  Distribution. 
Environmental  Services.  Agribusiness. 


for  further  Information,  write  to  IV  Fubllc  Affairs,  1500  Walnut  St.,  Philadelphia,  PA  19102. 


Real  Southern  Hospitality 


Though  just  a  franchisee,  Southern  Hospitality  Corp.  has  outperformed 
its  main  franchisor,  Wendy's  International,  and  almost  everyone  else  in 
the  fast  food  biz.  But  in  doing  so,  Southern  took  on  $1.20  in  debt  for  every 
dollar  in  equity.  That's  twice  what  the  average  franchisor  carries. 


Southern  Wendy's  McDonald's  Jerrico  Denny's 

Hospitality         International  (Long  John  Silver's) 

Corp. 


The  Up  &  Comers 

And  what  has  T  and  E  taught  him 
about  outperforming  the  best  brains 
in  the  fast  food  business?  To  leveiage 
the  business  skillfully.  To  pay  atten- 
tion to  tax  planning.  To  reject  margin- 
al locations,  to  monitor  the  quality  of 
the  food  served.  Promote  and  sell. 
Oldham  appears  in  his  own  television 
commercials,  wearing  the  ever-pres- 
ent homburg.  He  has  also  had  country 
music  stars,  like  one  of  the  Mandrell 
Sisters,  appear  at  store  openings,  and 
started  hamburger  wars. 

So  far  Oldham  has  been  chiefly  a 
franchisee  but  he  hopes  soon  to  get 
Southern  Hospitality  into  franchising 
to  others,  in  1979  he  paid  $1.1  million 
for  a  controlling  interest  in  Hilltro 
Corp.  Hilltro,  in  turn,  was  the  major- 
ity holder  in  Ireland's  Restaurants,  a 
publicly  held,  Nashville-based  chain 
of  ten  full-service  restaurants  that  of- 
feied  moderately  priced  food  in  an 
Irish  pub  atmosphere. 

The  Ireland's  deal  was  handled  with 
typical  Oldharn  finesse.  He  sold  seven 
of  the  restaurants,  outside  Nashville, 
for  a  gain  of  $500,000,  and  the  tax-loss 
carryforwards  acquired  when  Oldham 
bought  the  restauiants  have  enhanced 
Southern  Hospitality's  net. 

Oldham  kept  the  three  Ireland's  in 
Nashville  and  turned  them  around. 
"We  put  managers  in  charge  who 
could  find  their  way  to  and  from 
work,"  he  says.  In  1981  he  started  a 
new  restaurant,  Tempo's,  featuring  an 
eclectic  mix  of  southern,  Italian  and 
Mexican  food  and  specialty  drinks. 

Oldham  is  too  sharp  a  businessman 
to  be  content  running  franchises  from 
other  outfits.  He  can  add  and  subtract 
extremely  well  He  knows  that  when 
he  opens  a  new  Wendy's,  it  ends  up 
costing  him  $10,000  in  upfront  fran- 
chise fees,  a  4%  royalty  on  gross  rev- 
enues and  another  1.5%  of  sales  for 
chain  advertising.  Instead  of  paying 
fees  like  that,  Oldham  wants  to  be 
collecting  them. 

He  is  working  on  other  concepts- 
something  between  a  Wendy's  and  a 
Tempo's-  -that  he  hopes  to  franchise. 
He  also  is  negotiating  the  acquisition 
of  several  more  Wendy's  franchises, 
outside  Tennessee  By  1987  he  ex- 
pects to  be  running  160  restaurants, 
about  50  of  them  either  Tempo's  or 
Ireland's. 

Oldham  talks  about  studying  at  the 
school  of  trial  and  error  but  there  is 
more  to  his  schooling  He  had  studied 
trombone  at  the  Eastman  School  of 
Music  in  Rochester,  N  Y  but  decided 
he  wanted  to  make  more  money  than 
he  could  ever  make  with  the  trom 


bone.  But  doing  what?  He  hadn't  a 
clue.  "I'll  tell  you  how  naive  I  was," 
he  says.  "I  didn't  know  the  difference 
between  cash  flow  and  profit." 

After  four  sometimes  rocky  years  as 
co-owner  of  a  Memphis  music  store, 
he  landed  a  job  with  the  Downtowner 
Corp.  in  1964,  booking  entertainment 
for  the  motel  chain's  cocktail 
lounges.  He  rose  to  executive  vice 
president,  and  Rodeway  Inns  recruit- 
ed him  as  president  in  1971 

But  the  Arab  oil  embargo  frustrated 
his  plans  for  making  Rodeway  an- 
other Holiday  Inns  and  he  became 
restless.  An  old  friend,  country  singer 
Charlie  Rich,  asked  him  to  find  a 
business  they  could  go  into  together 
A  few  weeks  later,  as  Oldham  was 
driving  through  Memphis,  he  noticed 
"a  line  of  cars  that  must  have  been 
half  a  mile  long  I  got  in  the  line 
figuring  they  must  have  something  if 
people  are  lining  up  to  get  it."  It  was  a 
Wendy's,  then  a  smallish  chain.  A 
hamburger  later,  Oldham  decided 
Wendy's  was  the  place  for  Charlie 
Rich's  money 

Getting  into  Wendy's  early,  Rich 
paid  only  $22,500  for  the  right  to  open 
his  first  three  Wendy's  in  and  around 
Nashville,  with  an  agreement  to  open 
anothei  nine.  In  1979  Oldham  bought 
out  partnei  Rich  tor  $600,000  in  cash 
and  an  8%  note  for  $3.4  million.  By 
leveraging  himself  further  and  pour- 
ing all  of  his  tax  sheltered  cash  flow 
back  into  the  business,  Oldham  went 
on  to  acquire  the  mid-Tennessee  ter- 
ritory for  Mr  Gatti's  Pizza  franchises 


He  plans  to  expand  to  Memphis  and 
St.  Louis. 

What  besides  a  sharp  eye  for  taxes 
and  for  location  accounts  for  Old- 
ham's exceptional  success?  Show- 
manship. Each  day,  wearing  one  of  his 
40  homburgs,  he  visits  at  least  one  of 
the  restaurants.  He  gives  talks  at  Ro- 
tary Club  and  Chamber  of  Commerce 
meetings.  And  in  one  of  his  restau- 
rants he  plays  piano  once  a  week  in  a 
Dixieland  band.  Do  they  teach  show 
manship  at  Stanford  or  Wharton? 


Scraps  from 
IBM's  table 

Richard  Schineller's  honeymoon  at 
Decision  Data  Computer  Corp. 
lasted  exactly  two  weeks.  Before  tak- 
ing over  the  Horsham,  Pa.  firm  in 
1980,  computer  consultant  Schin- 
eller,  who  is  now  49,  met  with  Deci- 
sion Data's  bankers.  The  company 
had  been  in  trouble  since  1975,  when 
IBM  introduced  a  line  of  computers 
that  made  Decision  Data's  punch- 
card  equipment  obsolete  Decision 
Data  was  deep  in  debt.  Schineller 
wanted  assurances  that  he  would 
have  time  to  turn  the  company 
aiound  The  bankers  said  nothing,  he 
notes,  but  as  it  turned  out,  their  si- 
lence did  not  mean  assent  Two 
weeks  later  they  called  the  loans 

Schineller  believed  he  could  save 
Decision  Data  by  expanding  its  busi 
ness  in  peripherals  for  IBM  comput 
ers.  But  he  needed  money  to  repay  the 
banks  and  finance  the  company's  new 
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PERSONAL  COMPUTING 
MAKES  GOOD 
BUSINESS  SENSE. 


ONE  WAY. 


Read  this ...  if  you  want  to  learn 
more  about  personal  computers 
before  you  buy  one. 


OR  THE  OTHER, 

Read  this ...  if  you  want  to  get 
more  out  of  the  personal 
computer  you  already  own. 


Turn  to  the  computing  magazine  for  business  peo- 
ple, not  technical  wizards.  Personal  Computing. 
Must  reading  if  you  want  to  know  more  about 
personal  computers  and  what  they  can  do  for 
you . . .  before  you  commit  to  buy. 

Every  month,  Personal  Computing  will  expand  your 
understanding  of  today's  most  indispensable  busi- 
ness tool.  From  the  basics  (How  do  you  get 
started7).  To  the  breakthroughs  (How  good  is  the 
Macintosh?).  You'll  hear  if  it's  wise  to  plunge  into 
computing  or  wait  (our  advice:  get  in  now!).  You'll 
see  how  people  like  you  are  putting  personal  com- 
puting power  to  work  for  them  in  their  businesses. 

You'll  find  answers  to  your  most  important  ques- 
tions . . .  "How  much  of  a  system  do  I  really 
need . . .  how  much  should  I  spend . .  .what  will  it 
do ...  is  it  easy  to  learn?"  And  more.  You'll  enjoy  our 
monthly  reviews  of  hardware  and  software.  From 
Adam  to  Lisa  and  everything  in  between.  You'll  get 
essential  data  on  capabilities  and  prices— for  all 
brands.  So  that  when  you're  readyto  buy,  you  can 
buy  smart. 

See  for  yourself.  Please  accept 
the  next  issue  of  Personal  4 
Computing  with  our  if 
compliments.  Return  the  M,, 
bound-in  card  (or  cou-  ^^^^ 
pon)  and  reserve  your 
complimentary  copy  a 


plus  a  subscription 
for  1 1  more  *&%%,%Zan°' 


Turn  to  the  computing  magazine  for  business  peo- 
ple that's  as  much  a  user's  guide  as  it  is  a  source  of 
price  and  product  information.  Personal  Computing. 
Must  reading  if  you  want  to  fully  capitalize 
on  your  computing  investment. 

Every  month,  you'll  find  out  how  you  and  your  ma- 
chine can  become  more  productive.  Through  exten- 
sive articles  on  software.  How  to  evaluate  it,  how 
to  buy  it,  how  to  use  it  effectively.  Insightful  advice 
on  programs  for  all  kinds  of  business  applications 
Data  Base  Management.  Spreadsheet.  Word- 
processing.  Communications.  And  much  more. 

You'll  learn  about  all  the  new  hardware  on  the  mar- 
ket. Whether  it's  advisable  to  expand  your  system 
or  trade-up  to  a  new  one.  Get  the  lowdown  on 
portables.  See  how  peripherals  can  add  punch  to 
your  presentations.  Our  monthly  reviews  make  it 
easier  to  decide  what's  right  for  you. 

You'll  discover  unexpected  home  uses.  Like  how  to 
use  your  system  for  home  security,  paying  bills, 

educating  your  children  or  even  shopping  by 
computer.  Personal  Computing  will 
save  you  time  and  money. 

See  for  yourself.  Please  accept  the 
next  issue  of  Personal  Computing 
with  our  compliments. 
Return  the  bound-in  card  (or  cou- 
pon) and  reserve  your  complimen- 
tary copy  plus  a  subscription  for  1 1 
more  issues. 

PLEASE  ACCEPT  A 
COMPLIMENTARY  COPY. 


P.O.  Box  2941 
Boulder,  CO  80322 


Name . 


Company  Affiliation . 


f  PERSONAL 
COMPUTING 

Please  send  me  my  complimentary  issue  of  Personal  Com- 
puting. At  the  same  time,  enter  my  subscription  for  1 1  more 
issues,  for  a  total  of  1 2  I  understand  that  I  will  be  billed  at 
the  Introductory  Subscription  rate  of  only  $1 1  97— a  saving 
of  $24  03  off  the  single-copy  cost  of  $36  00  and  $6  03  off 
the  regular  subscription  price  If  I'm  not  completely  satisfied 
with  my  complimentary  issue,  I  will  write  "cancel"  on  the 
bill  and  return  it,  and  that  will  end  the  matter  The  compli- 
mentary issue  is  mine  to  keep  in  either  case 
Please  allow  4-6  weeks  for  delivery  of  your  first  issue  Your  subscription  may  be  tax  deductible. 


5AH54 


Street. 


City- 


State. 


.Zip- 


Sebago  defines  the  prized  classic  hand- 
sewn.  Distinguished  by  our  full  moccasin 
construction,  superior  quality  leather,  and 
a  fit  that's  reliable.  Made  in  the  U.S.A. 
and  available  in  stores  around  the  world. 
Westbrook,  Maine  04092. 


SEBAGO 


"In  the  great  Regent  tradition. 
The  Mayfair  Regents,  The  Regent,  Hong  Kong 
and  now 
The  Regent 
of  Washington, 
D.C." 


From  Spring  '84,  there 
is  a  home  for  the 
impossible  perfectionist 
in  Washington,  D.C. 
Understated  elegance 
echoes  the  subdued 
tones  of  The  Mayfair 
Regent  of  New  York. 
Absolute  comfort  reflects 
the  spacious  luxury  of 
The  Mayfair  Regent  of 
Chicago. 

And  those  who  have 
wished  for  a  similar 
experience  in  the 
nation's  capital  need 
wait  no  longer. 


mt 


>  WASHINGTON,  IK 
AREGENT^INTERNATIONAL  HOTEL 


2350  M  Strert.  N.W..  Washington,  D  C  20037 

.  FIJI  COLOMBO  SYDNEY  MELBOURNE  HAWAII  PUERTO  RICO  ALBUQUERQUE  NEW  YORK  CHICAGO  WASHINGTON 

U.S.A  TOLL  FREE  800-545-4000;  WASHINGTON  D.C  202-429-0100,  TELEX  904282  OR  YOUR  TRAVEL  AGENT. 
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business. 

Only  with  the  participation  of  a 
venture  capital  company,  Schineller 
says,  was  anyone  interested  in  lend- 
ing him  money.  "The  venture  firms 
wanted  a  controlling  interest  as  their 
price  for  coming  on  board.  I  didn't  feel 
I  was  made  chief  operating  officer  in 
order  to  turn  the  company  over  to 
venture  capitalists.  That  is  when  I 
began  to  look  seriously  for  capital 
overseas." 

There  he  found  help,  from  a  subsid- 
iary of  Britain's  National  Enterprise 
Board  (now  called  the  British  Tech- 


Decision  Data 's  Richard  Schineller 
A  long  haul  back  from  the  edge. 

nology  Group).  For  $9  million  the  gov- 
ernment firm  received  800,000 
shares,  then  trading  at  about  $2,  a  $7 
million  note  and  warrants  to  buy  3.1 
million  shares  at  $2.55  a  share. 

Schineller  was  able  to  reduce  Deci- 
sion Data's  debt  (it's  now  under  $1 
million).  He  offered  to  pay  back  the 
bankers  at  70  cents  on  the  dollar,  and 
they  accepted.  "They  probably  had  al- 
ready written  off  our  loan,  or  written 
it  down  to  a  liquidation  value,"  Schin- 
eller says.  "When  I  offered  70  cents,  it 
was  found  money." 

It  was  then  up  to  Schineller  to  find 
out  if  anyone  wanted  his  work  sta- 
tions, printers  and  data-entry  equip- 
ment for  the  IBM  Systems  34  and  38, 
designed  for  medium-size  businesses. 
Although  the  market  for  such  gear 
was  estimated  at  $2  billion,  IBM  had 
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virtually  all  of  it. 

Schineller  decided  to  compete  in 
price  and  with  service.  Decision  Data 
still  sells  its  equipment,  plug-com- 
patible with  IBM's,  for  15%  less  than 
IBM,  and  promises  cheaper  service. 
The  strategy  has  paid  off.  Sales  in- 
creased to  $103.8  million  in  1983 
from  $41.3  million  in  1979.  Earnings 
rose  to  $5.4  million  from  $627,000. 

Because  Schineller  is  pursuing  only 
a  small  segment  of  the  IBM-dominat- 
ed market,  he  thinks  IBM  is  unlikely 


to  tackle  him  head-on.  "Their  execu- 
tives shouldn't  be  losing  any  sleep 
over  it,"  says  Schineller.  "Still,  each 
year  we  build  into  our  business  plan  a 
potential  price  cut  by  IBM  of  10%  to 
20%  just  in  case  they  should  have  a 
little  'price  adjustment.'  " 

Decision  Data's  shares,  around  10, 
seem  modestly  priced  at  1 1  times  pro- 
jected earnings.  That  reflects,  in  part, 
the  IBM  factor.  Could  a  new  line  of 
IBM  machines  once  again  threaten 
Decision  Data's  existence? 

"I  think  not,"  Schineller  says. 
"There  are  109,000  installed  IBM  Sys- 
tems 34,  36  and  38  out  there,  with  a 


market  value  of  $12  billion.  It  is  in- 
conceivable to  me  that  all  those  users 
would  throw  out  their  systems  over- 
night. Even  if  there  were  a  radical 
change  in  technology,  they  would 
continue  to  buy  peripherals  for  that 
equipment  for  quite  a  while.  That 
would  give  us  enough  time  to  rede- 
sign our  line." 

But  at  one  time  that  was  true  of 
punch  cards  as  well,  and  where  is  the 
punch-card  market  today?  When  you 
live  off  the  scraps  from  somebody 
else's  table,  you  had  better  keep  a 
close  eye  on  what's  cooking  in  the 
kitchen. — Stanley  W.  Angrist 


T|  wo-year-old  Sarah  Kaplan  al- 
ways attracted  attention  when 
her  parents  took  her  out  to  eat. 
"People  would  come  up  to  me  and 
say,  'Your  daughter  is  so  adorable,'  " 
recalls  her  proud  papa,  Robert  Kaplan, 
41,  of  Chicago.  But  Kaplan  noticed 
that  the  strangers  always  stared  less  at 
Sarah  than  at  her  Sassy  Seat,  a  yellow 
plastic  portable  high  chair  that  hooks 
to  a  table. 

An  idea  came  to  Kaplan,  then  work- 
ing for  his  family's  business,  Sealy 
Mattress  Co.  of  Illinois.  He  tracked 
down  the  Sassy  Seat's  inventor, 
George  Euwema,  and  wrote  him  a  let- 
ter. "I  told  him  I'm  looking  for  a  good 
business.  If  you're  a  seller, 
I'm  a  buyer." 

Euwema,  as  it  turned 
out,  was  a  seller.  With  lit- 
tle advertising  he  had 
built  his  five-year-old 
Sassy  Seat  business  into 
one  with  sales  of  some 
$500,000  a  year.  But 
Euwema,  at  59,  had  spent 
most  of  his  lifetime  start- 
ing and  selling  small  busi- 
nesses. He  was  bored  with 
the  Sassy  Seat  and  ready 
to  move  on. 

Less  than  two  months 
later  Kaplan  bought  Sassy 
Seat  for  $500,000  (bor- 
rowed from  the  family 
business),  for  Euwema's 
inventory  and  raw  materi- 
als. In  the  deal  Euwema 
also  got  ten  years'  royal- 
ties that  amount  to  about 
5%  of  Sassy  Seat  sales.  A 
tax  break  for  inventors 
makes  the  royalties,  for 
Euwema,  capital  gains. 
"He  was  speechless  when 
I  told  him  he  would  never 
pay  more  than  20%  tax  on 
each  dollar  I  gave  him," 
says  Kaplan,  who  learned 


A  honey  of  a  deal 

his  tax  maneuvering  at  Harvard  Busi- 
ness School. 

The  deal  was  good  for  Kaplan,  too. 
"Our  risk  was  minimal,"  he  says. 
"Our  Sassy  Seat  sales  are  now  $4  mil- 
lion. We  paid  $500,000  and  made 
$250,000  the  first  year."  Not  bad,  and 
Kaplan  thinks  his  company,  Sassy 
Inc.,  has  lots  of  room  to  grow,  even  as 
big-league  competitors  like  Gerber 
begin  to  sell  similar  seats. 

The  key  will  be  marketing. 
Euwema,  who  created  the  chair  for 
his  granddaughter  in  1977,  had  tri- 
pled sales  each  year  through  1982 
with  only  a  handful  of  manufactur- 
ers' representatives  selling  to  major 


Sassy  Inc. 
Why  did 


CEO  Robert  Kaplan 

they  stare  at  his  baby's  seat? 


retailers  like  Toys  "R"  Us.  But  half 
his  sales  were  made  directly  to 
home  distributors;  mothers  (includ- 
ing Barbara  Kaplan)  who  had  discov- 
ered the  seats  bought  them  at  $8 
each  and  resold  them  to  other  moth- 
ers for  $15  or  $20.  But  Euwema 
didn't  push  sales.  "George  would 
sell  each  home  distributor  only  $600 
worth  of  seats,  cash  in  advance.  No 
structure,  no  help,  no  training,"  Ka- 
plan says.  "I  devoted  90%  of  my 
energies  during  the  first  six  months 
to  marketing  a  product  that  had 
never  really  been  marketed  before." 

The  market  was  ripe.  The  chair's 
attraction  is  its  light  weight — only 
two  pounds — and  conve- 
nience. A  mother  can 
easily  disassemble  it  to  fit 
in  an  oversized  pocket- 
book.  Kaplan  now  has  32 
reps  selling  Sassy  Seats 
(retailing  for  $13  or  so) 
and  other  children's 
items,  such  as  pacifiers 
and  plastic  cutlery.  Those 
are  produced  by  Fine 
Child  Co.,  a  troubled  New 
York  company  bought  by 
Kaplan  last  spring. 

Kaplan  expects  Sassy 
Inc.'s  sales,  $6  million  last 
year,  to  reach  $8  million 
this  year.  "Then  I  think 
that  we  can  double  our 
sales  by  1987  through  in- 
ternal development  and 
other  acquisitions,"  Ka- 
plan says.  He  is  working 
on  an  older  child's  version 
of  the  Sassy  Seat.  It  will 
hold  "3-to-5-year-olds 
who  don't  want  a  baby 
high  chair  but  aren't  big 
enough  to  sit  at  the  ta- 
ble," Kaplan  says.  And 
when  will  it  be  out?  Soon, 
Kaplan  says.  His  Sarah  has 
just  turned  3. — Jill  Bettner 
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How  can  a  company  doing  under  $200 
million  buy  a  business  that  is  doing  $1.4 
billion?  Meet  Leo  Liebowitz. 

The  "L"  is  for 
leverage 


By  Howard  Rudnitsky 

P>  lainview,  on  Long  Island, 
"  early  January.  Leo  Liebowitz, 
55,  president  and  cofounder  (with 
his  executive  vice  president)  of  Power 
Test  Corp.,  a  chain  of  468  gas  stations 
and  5  gas  and  heating  oil  terminals,  is 
contemplating  another  dismal  year. 
Tough  times  in  a  tough  business,  es- 
pecially for  independents  like  him: 
Volume  down,  and  margins,  never  hot 
to  begin  with,  squeezed.  A  lot  of 
smaller  independents  already  out  of 
business.  Power  Test  itself  eking  out  a 
small  profit — maybe  $3  million  or  so 
on  revenues  of  about  $195  million. 

Liebowitz  has  more  to  overcome 
than  sluggish  business.  He  has  been 
losing  market  share  because  of  New 
York  State's  unusual  way  of  collect- 
ing gasoline  sales  taxes.  The  taxes  are 
collected  by  the  wholesale  distribu- 
tors instead  of  the  retailers.  But  some 
aren't  collecting.  They  truck  in 
cheaper,  less-taxed  gas  from  New  Jer- 
sey, and  competitors  use  it  to  under- 
cut Power  Test.  He's  suing,  but  what 
he  needs  is  more  gas  stations  away 
from  New  York,  which  accounted  for 
60%  of  his  revenues. 

The  phone  rings.  It  is  Texaco  Inc., 
which  has  this  small  problem  with 
the  FTC.  Liebowitz  has  called  them 
and  now  Texaco  has  a  little  proposi- 
tion for  Liebowitz.  Would  he  perhaps 
like  to  take  over  607  Getty-owned 
stations  spread  across  1 1  states  up  and 
down  the  East  Coast  and  Washington, 
D.C.?  With  only  178  in  New  York? 

Why  Liebowitz?  Simple.  It  has  to  be 
an  independent  because  neither  the 
FTC  nor  Texaco  wants  a  major  com- 
petitor to  have  a  20% -plus  market 
share  on  the  East  Coast.  Only  one 
eastern  independent  can  be  a  hope; 
the  other  one  large  enough,  Crown 
Central  Petroleum,  just  sold  its  New 


York  area  stations  to  Amerada  Hess. 
Thus  Power  Test,  for  many  years  a 
Texaco  distributor. 

Texaco's  asking  price?  Reasonable. 
In  fact,  very  reasonable:  $90  million. 
That's  for  nine  marketing  terminals 
and  607  Getty-owned  stations,  plus 
supplying  1,300  franchised  ones,  plus 
the  right  to  use  the  well-known  Getty 


One  of 607  Getty  stations  sold 

The  phone  rings.  Texaco  calling. 


name  on  the  East  Coast.  Texaco  will 
even  guarantee  22  million  barrels  of 
gasoline  and  1 1  million  barrels  of 
home  heating  oil  and  diesel  fuel  a  year 
at  competitive  prices  for  three  years. 
All  this  would  quintuple  Power  Test's 
size  overnight. 

Happiness  is  a  desperate  seller  who 
finds  a  buyer.  But  is  the  buyer  quali- 
fied? Power  Test  has  $22  million  in 


long-term  debt,  against  $34  million  of 
stockholders'  equity.  How  does  it 
swing  a  $90  million  deal? 

To  answer  that  question  you  have 
to  know  Leo  Liebowitz.  He  has  come 
a  long  way  in  30  years  from  that  first 
gas  station  in  Queens  right  after  the 
Korean  War.  Liebowitz  is  a  man  with 
nerve  and  imagination.  Since  he  sells 
gasoline  mostly  for  cash,  the  business 
throws  off  $5  million  to  $10  million 
in  cash  during  the  year.  He  also  owns 
valuable  real  estate  under  some  of  his 
stations.  And  Power  Test  has  a  33'/*% 
stock  interest  in  Alpha  Portland  In- 
dustries, Inc.,  a  construction  and  con- 
tracting company  listed  on  the  NYSE. 
Alpha  recently  paid  off  all  its  $13  mil- 
lion of  long-term  debt  and  has  $45 
million  of  equity.  Are  you  beginning 
to  see  the  point?  Lots  of  collateral 
there,  some  of  it  fairly  liquid. 

And,  most  important,  an  eager  sell- 
er. Texaco  offers  to  take  Power  Test's 
$81  million  six-month  note  at  the 
prime  rate.  Permanent  financing  can 
be  worked  out  later.  The  deal  is  done. 
Power  Test  is  now  a  $1.6  billion 
(sales)  company,  one  of  the  largest 
independent  gas  retailers  in  the  U.S. 

How  much  does  Power  Test  stand 
to  make — or  lose — now  that  it  is  high- 
ly leveraged?  Let's  say  it  earns  1% 
after  taxes — which  is  a  little  less  than 
it  earned  in  lousy  1983 — on  sales  of 
$1.6  billion.  That  would  come  to  $16 
million,  or  about  $4  a  share.  But  sup- 
pose 1984  is  better  and  Power  Test 
margins  come  to  2%,  as  they  were 
several  years  ago  before  a  big  surge  in 
profits  and  then  an  equally  dramatic 
decline.  That  could  mean  close  to  $8  a 
share.  No  wonder  the  stock  has  shot 
up  from  12  to  18  in  a  swooning  mar- 
ket. With  normal  profitability  and 
even  a  conservative  multiple,  it  could 
still  have  a  way  to  go. 

If  Power  Test  loses  money  in- 
stead— it  hasn't  done  so  since  it  went 
public  in  1971,  but  now  it  is  highly 
leveraged — it  wouldn't  bankrupt  the 
company  even  if  red  ink  lasted  for  a 
year  or  two.  That's  because  Liebowitz 
could  raise  cash  by  selling  off  proper- 
ties. And  remember,  he  aims  at  maxi- 
mizing asset  values  almost  as  much 
as  he  looks  at  producing  earnings.  The 
Getty  deal  is  a  businessman's  risk, 
true,  but  Liebowitz  is  a  pretty  shrewd 
businessman.  He  owns  23%  of  the 
stock  (cofounder  Milton  Safenowitz 
also  owns  23%). 

You  may  think  Liebowitz  lucky. 
But  it's  not  that  simple.  He's  been 
surviving  the  ups  and  downs  of  a 
tough  business  for  30  years  and  stay- 
ing ready  for  anything  that  came 
along.  When  the  deal  of  a  lifetime  did 
come,  he  was  ready  for  that,  too.  ■ 
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On  January  31, 1958,  the  future  began.  On  a  Florida 
beach  called  Cape  Canaveral.  With  the  launching 
of  Explorer  I — and  a  technological  revolution  so 
sweeping,  your  company  will  feel  it  for  years  to  come. 

The  scientists,  technicians,  and  managers 
who  created  that  revolution  are  still  at  work  in 
Florida.  Assembling  more  professionals  like  them- 
selves into  an  advanced  technological  base.  Accel- 
erating Florida's  growth  at  a  pace  few  other  states 
can  match.  And,  according  to  a  noted  economist, 
making  Florida  one  of  three  emerging  megastates 
which  will  shape  America's  future. 


So  if  your  business  is  affected  by  technology 
and  planning  for  the  future  (and  these  days,  which 
business  isn't?),  Florida's  a  great  place  to  see  it  grow. 

Write  Steve  Mayberry,  Director,  Division  of 
Economic  Development,  Florida  Department  of 
Commerce,  Suite  FB-19,  The  Collins  Building, 
Tallahassee,  Florida  32301.  Or  call  (904)  488-5507 

And  don't  delay.  Because  the  future  belongs 
to  those  who  prepare  for  it. 


FLORIDA 


Chemical  Bank  introduces 
The  Portfolio  Group. 

Investment  Management  for  successful  people. 


We  all  have  dreams. 
You  stuck  to  yours. 


You  were  more  than  a  dreamer.  You  were  a  doer. 

When  everyone  worked  8  hours  a  day.  You  worked  12. 

You  were  always  one  step  ahead  of  the  pack,  heeause 
you  never  ran  witli  the  paek. 

Our  clients  are  men  and  women  like  you:  Successful 
doctors,  lawyers,  corporate  executives,  entrepreneurs, 
entertainers,  sports  figures,  and  others  who  got  to  where 
they  are  hy  never  forgetting  where  they  were  going. 

The  Portfolio  Group  was  created  for  your  special 
kind  of  investment  needs. 

We  offer  more  than  any  broker  can.  We  go  beyond 
making  trades  and  giving  advice. 

Working  with  your  objectives,  we  can  develop  and 
execute  a  total  investment  portfolio  strategy.  And  we  do 
it  on  an  individual  basis.  Always  stressing  a  high  level 
of  personal  service. 

If  your  portfolio  is  $300,000  or  more,  we  invite  you  to 
find  out  why  The  Portfolio  Group  could  be  your  best 
investment. 

For  complete  information  call  or  write:  Al  Balafas, 
Director  of  Portfolio  Services, The  Portfolio  Group,  Inc., 
30  Rockefeller  Plaza,  New  York,  NY  10112.  (212)  621-2727. 
Call  collect  if  out  of  town. 


^  Trie  R>rtfolio  Group 


AT&T  is  now  free  to  commercialize  four  decades  of  computer 
expertise.  What  are  the  strengths  it  brings  to  the  impending 
competition  with  IBM?  And  what  are  the  weaknesses? 


Prometheus  unbound, 
and  seeking  his  footing 


he  headlines  read  like 
dispatches  from  the  front: 


m 

Eg       •  AT&T  to  take  25%  Olivetti  stake  in  coopcra 

at       tion  accord  (Financial  Times,  Dec  22,  1983)- 
m^M     •  AT&T  sets  pact  on  computers,  gear  for  of- 
fices [Wall  Street  Journal,  Jan.  4,  1984). 

•  Although  AT&T  spokesmen  deny  it;  sources  indicate 
that  there  have  been  high-level  talks  between  AT&T  and 
Apple  Computer  (Electronic  News,  Feb.  13,  1984). 

•  A  British  chipmaker  could  be 
next  on  AT&T's  European  team 
(Business  Week,  Feb.  20,  1984). 

What  do  these  salvos  signify? 
The  long-awaited  battle  between 
AT&T  and  IBM  is  about  to  begin. 
To  strengthen  weak  spots  in 
their  lines,  both  companies  are 
scouring  the  globe  for  alliances 
with  computer  and  telecommu- 
nications companies.  Given  the 
size  of  the  combatants,  the  fight 
should  be  bloody  and  long. 

After  divestiture,  AT&T's  as- 
sets are  still  $34  billion.  IBM's 
are  $32  billion.  Not  since  the 
1950s,  when  companies  like 
General  Electric,  Wcstinghouse, 
RCA,  Minneapolis  Honeywell 
and  what  is  now  Sperry  Corp.,  set 
out  to  conquer  the  world  of  com- 
puters, has  IBM  faced  a  company 
whose  size  and  reach  are  any- 
thing like  its  own. 

Stated  simply,  AT&T  intends 
to  fulfill  its  destiny.  Credit  for 
developing  the  computer  society 
as  we  now  know  it  belongs  to 
AT&T  as  much  as  to  IBM  or  any- 
one else  in  the  business.  By  1943 
Bell  Laboratories  had  more  pat- 
ents and  expertise  in  the  field 
than  any  other  firm.  If  any  com- 
pany, in  those  early  days,  could 


By  Kathleen  K.  Wiegner 


System  85  atop  the  AT&T  Building 
Don't  think  of  it  as  a  telephone 


have  successfully  challenged  IBM  it 
would  have  been  AT&T.  But  in  a  1 956 
consent  decree  the  Justice  Department  took  the  position 
that  AT&T  could  manufacture  its  computers  only  for  its 
own  operations. 

Now  this  has  changed.  The  consent  decree  effective  Jan. 
1  replaces  that  1956  agreement  and  frees  AT&T  to  sell 
computers,  software  and  services  to  anyone. 
AT&T's  plans  arc  far-reaching — from  small  home  de- 
vices on  up  to  large  minicom- 
puters and  all  the  network  links 
in  between.  It  wants  to  sell  a  very 
smart  telephone  with  a  terminal 
or  personal  computer  attached. 
AT&T  would  also  like  to  sell  the 
larger  computer  to  hook  this 
desktop  setup  into.  It  will  also 
supply  you  with  the  communica- 
tions channels  to  link  this  hard- 
ware—plug your  new  AT&T 
computer  and  smart  phone  into 
AT&T's  ACCUNET,  the  world's 
largest  digital  network,  or 
SKYNET  satellite  telecommuni- 
cations systems  and  talk  to  your 
colleague  in  the  next  city  or  the 
next  country  about  data  dis- 
played on  your  screens.  That 
data  could  be  manipulated, 
dropped  or  retrieved  at  will.  You 
can  also  add  the  capability  of 
sending  video  pictures. 

AT&T  is  already  selling  con- 
sumers boxes  for  their  TV  sets 
that  let  them  receive  services 
ranging  from  airline  schedules  to 
stock  quotations. 

Precisely  what  specific  addi- 
tional products  AT&T  will  an- 
nounce in  the  ensuing  months 
remains  shrouded  in  corporate 
secrecy.  But  from  interviews 
with  a  score  of  industry  and 
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AT&T  executives  it  is  possi- 
ble to  piece  together  a  battle 
plan. 

AT&T's  top-of-thc-line 
computers  are  its  3B  family. 
The  first,  the  3B  20,  is  rough- 
ly equivalent  to  Digital 
Equipment's  Corp.'s  super- 
mini VAX  11-780  (which 
sells  for  up  to  $500,000).  The 
3B  20  has  been  used  by  Bell 
operating  companies  to  do 
such  things  as  augment  tele- 
phone switching  and  sup- 
port telephone  operations. 
Nynex  Corp.  is  using  the  3B 
20  with  some  office  automation  software  developed  by 
Bell  Laboratories  to  send  electronic  mail  and  do  screen 
editing  and  other  conventional  office  tasks.  Southwestern 
Bell  has  ordered  10  to  15  more  3B  20s,  suggesting  that 
operating  companies,  to  whom  the  computer  is  familiar, 
will  continue  to  be  good  customers. 

A  smaller  and  less  expensive  member  of  the  3B  family, 
the  3B  5,  could  show  up  as  part  of  AT&T's  office  strategy. 
Equivalent  to  the  VAX  1 1-750  ($100,000  and  up),  the  3B  5, 
like  the  3B  20,  uses  AT&T's  own  32-bit  microprocessor 
and  runs  on  Bell  Labs'  operating  system.  AT&T  clearly 
intends  to  use  the  leverage  of  its  own  highly  regarded 
technology  as  a  way  into  the  computer  business.  Its  goal  is 
to  create  standards  that  other  makers  of  equipment  will 
have  to  acknowledge  if  they  want  to  sell  their  equipment 
in  an  AT&T  "environment." 

Smaller  desktop  versions  of  the  3B 
5,  the  3B  2  family,  are  said  to  be  under 
development.  One  model  could  act  as 
host  computer  for  an  office  automa- 
tion network;  another  could  be  a  pow- 
erful desktop  tool  for  scientists  and 
engineers. 

In  a  front-page  story  on  Feb.  13,  the 
Wall  Street  Journal  pointed  out  some  of 
the  problems  AT&T  is  facing  in  its 
drive  to  become  an  across-the-board 
computer  company.  The  company's 
top  brass  seem  split  over  whether  to 
build  and  develop  its  products  inter- 
nally or  to  fill  major  gaps  in  the  prod- 
uct line  with  machines  bought  out- 
side. "There  is  a  big  fight  going  on 
internally  over  whether  to  build  or 
buy,"  agrees  a  former  AT&Ter. 

The  fight  is  complicated  by  the  fact 
that  many  of  AT&T's  U.S.  manufac- 
turing facilities  are  unionized  and 
high-cost.  However,  the  rash  of  deals 
between  AT&T  and  outside  compa- 
nies suggests  the  impasse  is  not  total 
and  that  the  marketing  point  of  view 
is  not  being  ignored.  In  January  AT&T 
signed  a  deal  with  Convergent  Tech- 
nologies, the  Santa  Clara,  Calif.-based 
manufacturer  of  office  computers. 
The  deal  called  for  Convergent  to 
build  products  with  features  exclu- 
sive to  AT&T.  While  neither  com- 
pany will  discuss  details,  industry 
sources  figure  the  deai  ;rh$200 
million  to  $300  millioi      year  over 
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"It  is  now  potentially  more 
cc  >st  effective  to  network 

machines  to  share 
resources  than  to  provide 

each  with  a  full  set  of 
peripherals  [disks,  printer, 

etc.].  UNLX  operating 
systems  .- . .  are  now  there 
to  glue  things  together." 


perhaps  five  years.  The  deal 
is  a  victory  for  AT&T's  mar- 
keting men  who,  raring  to  go, 
do  not  want  to  wait  until 
AT&T  can  develop  and  build 
its  own  products.  From  Con- 
vergent's  point  of  view,  the 
deal  signifies  that  companies 
of  its  size  will  have  trouble 
going  against  IBM  on  their 
own.  "IBM  is  our  ultimate 
competitor,"  says  Pauline 
Alker,  head  of  special  prod- 
ucts at  Convergent  Technol- 
ogies. "We  share  the  same 
goal  as  AT&T." 
Two  versions  of  Convergent-developed  computers  may 
be  involved  in  the  AT&T  deal:  One,  Convergent 's  N  Gen 
(for  new  generation)  single-user,  desktop  computer,  will 
probably  be  equipped  with  telephone  capability  and  use 
AT&T's  UNIX  operating  system.  The  other  is  Conver- 
gent's  Miniframe,  a  modular  small  business  computer  that 
can  grow  as  needs  grow.  Product  pricing  could  range  from 
$4,000  to  $10,000. 

In  addition  to  these  Convergent  products,  there  are 
machines  from  Italy's  Olivetti.  AT&T  has  ordered  $250 
million  worth  of  Olivetti  products  (of  these,  one  may  be 
Olivetti's  small  personal  computer,  which  sells  for  $1,000 
to  $3,000).  It's  clear  enough:  AT&T  is  quickly  filling  in  its 
product  line. 

What  about  software?  Will  AT&T  find  itself  in  the 


Long  distance  is  calling 


Overseas  sales  are  important  for  AT&T.  They  could  help  offset  lost 
equipment  sales  in  the  U.S.  as  the  newly  independent  operating  compa- 
nies begin  buying  from  alternate  suppliers.  Long  term,  AT&T  will  need 
the  volume  to  compete  with  IBM  and  the  Japanese,  all  global  manufac- 
turers with  their  own  partners.  AT&T's  entry  into  this  fray  provides 
companies  threatened  by  these  two  giants  with  a  giant  ally  of  their  own. 


position  of  the  myriad  companies,  some  as  reputable  as 
Apple  Computer  and  Data  General  Corp.,  that  have  intro- 
duced good  machines  only  to  see  their  sales  suffer  because 
there  was  no  application  software  available  to  make  them 
useful? 

That  shouldn't  happen  to  AT&T.  Reaching  into  its  deep 
technological  pockets,  it  has  come  up  with  UNIX,  an 
operating  system  developed  at  Bell  Labs  that  has  been  used 
within  the  Bell  System  since  1979  to  control  voice  and 
data  communications.  Because  former  licensing  policies 
included  almost  giving  it  away  to  universities,  a  large 
number  of  programmers  are  familiar  with  how  UNIX 
works.  That's  no  small  resource  when  it  comes  to  writing 
the  office-type  software  AT&T  will  need  to  popularize  its 
products.  Since  June  AT&T  has  been  wooing  these  third- 
party  software  writers.  Over  300  software  packages  are 
now  available  from  90  companies.  And  AT&T  recently 
signed  an  agreement  with  Digital  Research  (creators  of 
another  popular  operating  system,  CP/M)  to  market  appli- 
cations packages  for  UNIX. 

MS-DOS  is  the  operating  system  developed  by  Bellevue, 
Wash. -based  Microsoft  and  popularized  by  IBM's  PC. 
UNIX  has  strengths  that  MS-DOS  lacks.  The  latter  is  a 
good  system  for  stand-alone  computers.  But  UNIX  is  bet- 
ter adapted  to  computers  that  have  to  communicate  with 
one  another,  the  kind  used  more  and  more  frequently  in 
large  offices.  Jack  Scanlon,  vice  president  of  AT&T's  Com- 
puter Systems,  made  this  point  at  a  meeting  of  UNIX  buffs 
in  January.  Said  he:  "It  is  now  potentially  more  cost- 
effective  to  network  machines  to  share  resources  than  to 
provide  each  with  a  full  set  of  peripherals  [disks,  printers, 


etc.].  UNIX  operating  systems,  with  multiuser  and  strong 
communications  capabilities,  are  now  there  to  glue  things 
together." 

Work  stations,  which  allow  office  workers  to  do  this 
resource  sharing  that  Scanlon  refers  to,  are  the  hot  new 
product.  A  number  are  on  the  market  from  companies  like 
Altos  Computer  Systems,  Plexus  Resources,  Fortune  Sys- 
tems and  Convergent  Technologies.  And  all  offer  not  MS- 
DOS  but  UNIX  as  an  operating  system.  Even  IBM  got  the 
message.  Late  last  year  it  announced  support  for  UNIX, 
lending  credence  to  the  belief  that  its  new  big  product, 
code-named  Popcorn,  will  be  a  work  station. 

Gartner  Group,  an  eminent  computer  industry  consult- 
ing firm,  estimates  the  market  for  machines  using  UNIX 
will  grow  to  $6  billion  in  1986,  from  $150  million  in  1980. 
If  UNIX  is  a  winner,  AT&T  will  enjoy  a  significant 
number  of  advantages.  It  has  years  of  experience  in  work- 
ing with  UNIX.  Its  32-bit  microprocessor,  for  example,  is 
optimized  to  run  UNIX. 

If  AT&T  can  standardize  an  important  group  of  products 
around  UNIX,  it  will  gain  a  major  advantage  in  the  mar- 
ketplace. This,  after  all,  is  analogous  to  the  way  IBM  went 
with  mainframe  computers.  By  virtue  of  the  large  software 
base  that  existed  for  its  mainframes,  IBM  was  able  to  force 
rival  computer  makers  to  provide  customers  with  ways  of 
relating  to  that  software. 

Will  AT&T  be  able  to  build  a  marketing  organization 
capable  of  capitalizing  on  its  technological  strengths? 
Good  question.  For,  in  taking  on  IBM,  AT&T  is  taking  on  a 
master  marketer.  "There  is  a  big  gap  between  resources 
and  how  you  put  them  together,"  says  Paul  Ely,  executive 


Key 
imbei 

Date 

Company 

Investment  value 

Purpose 

1 

1980 

Gold  Star  Semiconductor 
part  of  the  Lucky  Group 
(South  Korea) 

no  specified  value 

44%  interest  in  joint  venture  to  manufacture  electric  switches  and  inte- 
grated circuits,  in  use  only  in  South  Korea  at  the  present  time. 

2 

5/83 

Telectron 

(Republic  of  Ireland) 

no  specified  value 

Telectron  makes  small  digital  microwave  towers  for  transmission. 

3 

5/83 

People's  Republic  of  China 

no  specified  value 

Memorandum  of  understanding  that  AT&T  is 
interested  in  doing  business  in  China. 

4 

7/83 

Philips  N.V. 
(Netherlands) 

no  specified  value 

50%  interest  in  a  joint  venture  for  marketing  and  manufacturing  central 
office  switching  equipment;  70%  of  the  products  will  be  sold  in  Europe. 

5 

9/83 

Taiwan 

no  specified  value 

AT&T  and  Taiwan  issued  a  memorandum  of  understanding 
that  AT&T  will  manufacture  digital  switches. 

6 

11/83 

Coleco  Industries 
(West  Hartford,  Conn.) 

no  specified  value 

To  make  and  sell  modems,  so  videogames  and  other  software 
can  be  sent  over  phone  to  game  players  at  home. 

7 

11/83 

Wang,  Hewlett-Packard 
(Lowell,  Mass.;  Palo  Alto) 

no  specified  value 

To  design  and  develop  communications  links  between  AT&T's  System  85 
digital  PBX  and  Wang  and  HP  minicomputers. 

8 

12/83 

tag.  C.  Olivetti 
(Italy) 

$260  million 

To  gain  position  in  office  products,  including 
personal  computers.  After  IBM,  Olivetti  is  the  largest 
data  processing  equipment  maker  in  Europe. 

9 

1/84 

Convergent  Technologies 
(Santa  Clara,  Calif.) 

estimated  value  of 
$200  million  to  $300 
million  a  year 

To  design  and  build  an  exclusive  line  of  desktop  work  stations  for 
AT&T  Information  Systems. 

10 

1/84 

Digital  Research 
(Pacific  Grove,  Calif.) 

no  specified  value 

To  market  applications  software  with  AT&T  for  Bell  Laboratories' 
operating  system  UNIX  System  V. 

11 

2/84 

Inmos  Ltd. 
(U.K.) 

no  specified  value 

Possible  acquisition  of  a  large  stake  in  this  U.K. 
state-owned  semiconductor  maker. 

IS 

2/84 

United  Technologies 
(Hartford,  Conn.) 

no  specified  value 

Joint  venture  to  offer  communications,  data  processing,  and  other  services 
for  owners/tenants  of  commercial  buildings.  UT  and  AT&T  also  have 
agreement  whereby  UT  operates  videoconferencing  facilities  for  AT&T. 
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Rockwell  International  know-how: 
If s  in  the  Cl  network  for  this  nation's  defense. 

It's  in  everything  we  do. 


Command.  Control.  Communi- 
cations. Intelligence.  C3I  in 
defense  parlance.  And  as  important 
I  to  20th  and  21st  century  military 
strategy  as  weapons  systems 
\  and  personnel. 

Rockwell  International  plays  a 
|  major  role  in  voice  and  data  links 
r  vital  to  our  nation's  defense.  We 
ii  build  survivable,  transportable  com- 
l  munications  systems  employing 
i  technologies  from  VLF  (Very  Low 
Frequency)  to  SHF  (Super  High 
Frequency). 

Only  a  company  with  the  know- 
how  to  combine  advanced  tech- 
nology with  outstanding  engineer- 
ing and  management  skills  can  com- 
mand such  a  leadership  presence  in 
Americas  C3I  network.  That 
know-how  goes  into  our  electronics 
business  and  into  everything  we  do 
at  Rockwell. 

In  aerospace:  where  we're 
responsible  for  the  design,  integra- 
tion management  and  production  of 
the  U.S.  Air  Force's  B-1B  Long 
S  Range  Combat  Aircraft.  Flight  test- 
]  ing  and  production  are  ahead  of 
schedule,  with  delivery  of  the  first 
production  aircraft  due  in  1984. 


In  the  automotive  industry: 
where  all  major  U.S.  car  and  truck 
manufacturers  and  many  others 
worldwide  use  components  built 
with  our  state-of-the-art  techniques, 
innovative  systems-oriented  design, 
and  new  manufacturing  and  quality 
control  processes. 

In  general  industries:  where  our 
Flow  Control  Division  valves  are 
depended  upon  to  control  the  flow 
of  gas,  oil,  and  process  fluids  in  basic 
industries  around  the  world. 

We're  an  $8  billion  company 
where  science  gets  down  to  business 
in  four  diverse  areas.  And  that 
diversity  has  helped  us  achieve  eight 
consecutive  years  of  increased  earn- 
ings and  impressive  growth. 

If  you  are  interested  in 
any  of  our  products  or  want  to 
learn  more  about  us,  write: 
Rockwell  International, 
Department  815R-6, 600  Grant 
Street,  Pittsburgh,  PA  15219. 

Rockwell  International 

...where  science  gets  down  to  business 

Aerospace/Electronics 
Automotive/General  Industries 


vice  president  at  Hewlett- 
Packard,  a  company  whose 
sales  force  is  seasoned  in  the 
IBM  wars.  "What  is  yet  to  be 
determined  is  AT&T's  skill 
and  cunning." 

But  here  again:  Don't 
count  AT&T  out.  It  has  a 
strategy  for  slipping  into  of- 
fices with  a  product  all  its 
salesmen  are  familiar  with, 
the  telephone.  While  all  the 
attention  is  focused  on  what  computers  AT&T  will  bring 
out,  the  telephone  could  be  its  door  opener.  "Everyone 
talks  about  control  of  the  desktop  in  the  computer  busi- 
ness," says  James  Day,  director  of  Systems  Engineering  & 
Networking.  "But  what's  already  there?"  The  answer  is 
obvious. 

Don't  think  of  telephones  in  terms  of  headsets  and 


Imagine  the  sales  pitch: 
"Hello,  I'm  from  the  phone 
company.  Here's  your  new 
System  85.  But  shouldn't 
you  consider  our  other 
products  designed  to" 
work  with  it?'1 


cradles.  That's  passe.  The 
telephones  AT&T  (and  its 
competitors)  now  sell  are 
digital  multiline  PBX  (for  pri- 
vate branch  exchange)  sys- 
tems, whereby  the  office  be- 
comes its  own  in-house  tele- 
phone company.  Switching 
of  calls  is  done  internally, 
not  at  the  external  central 
switching  station. 
These  new  PBX  systems 
work  in  the  digital  world  (where  voice  is  carried  in  discrete 
units  or  bits)  rather  than  in  the  old  analog  one  (where  voice 
is  carried  as  continuous  waves).  Which  means  the  PBX 
systems  can  be  hooked  up  to  other  digital  equipment — 
terminals,  personal  computers,  even  large  mainframe 
computers.  Voice  and  data  can  be  transmitted  over  a  single 
telephone  line.  You  can,  for  example,  discuss  a  number  in 


After  the  breakup 


Many  famous  names  do  not  appear  on  AT&T's  new  organization  chart.  Western  Electric  is  now  only  a  trade  name, 
its  manufacturing  plants  assigned  to  the  various  lines  of  business.  Teletype  is  now  part  of  Consumer  Products.  As 
for  the  famous  Bell?  AT&T  International  can  use  it  overseas.  Only  Bell  Laboratories  has  that  right  in  the  U.S. 


mi 


AT&T  Communications 

The  old  Long  Lines  depart 
ment  and  AT&T's  biggest 
moneymaker. 


AT&T  Bell  Laboratories 

Research   and  development 


for  AT&T,  the  former 
Laboratories  intact. 


Bell 


AT&T  International 

Responsible  for  marketing 
products  and  services  of 
AT&T  Technologies  outside 
the  U.S. 


AT&T 


AT&T  Technologies 


AT&T  Network  Systems 

Designs,  manufactures,  mar- 
kets and  services  network 
telecommunications  equip- 
ment such  as  switching,  trans- 
mission systems  and  fiber  op- 
tical lightguide  systems. 


AT&T  Technology 
Systems 


Corporate  staff 


JL 


AT&T  Information 
Systems 

Old  American  Bell.  Develops, 
retails  and  services  products 
to  business  customers.  Also 
distributes  to  residential  and 
small  business  customers. 


AT&T  Consumer 
Products 

Designs,  manufactures  and 
services  home  phones,  termi- 
nals, cellular  phones.  Also 
serves  as  manufacturing  sup- 
plier of  many  products  to 
AT&T  Information  Systems. 


Components  & 
Electronic  Systems 

Designs  and  produces  elec- 
tronic components  such  as 
memory  chips  and  microproc- 
essors, custom  circuits  and  la- 
ser products. 


Federal  Systems 

Development,  manufacturing 
and  marketing  of  products 
and  systems  sold  primarily  to 
Dept.  of  Defense  agencies. 


Computer  Systems 

Develops,  manufactures  and 
markets  computers  as  well  as 
UNIX  software. 
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Why  Accountemps 
specialized  personnel 
outperform 
other  temporaries. 


A 

JLJLccountemps  temporary  employees  go  right 
to  work  on  your  assignment  because  they  are  experienced 
professionals.  In  fact,  you'il  find  them  slightly  over-qualified  to 
do  the  job  better  and  faster  So  there's  no  time-consuming 
orientation.  No  teaching.  No  excuses.  Just  the  most  efficient 
solution  to  your  temporary  accounting,  bookkeeping  and  data 
processing  problems.  For  a  day  a  week,  a  month  or  longer.  No 
matter  how  many  pros  you  need — whenever  you  need  them — 
wherever  you  need  them — in  the  United  States,  Canada  and 
Great  Britain — they'll  work  right  in. 

accountemps 

Rent  an  Experts. 

c  iym  Robert  Hall  International.  Inc  All  offices  independently  owned  and  operated 


the  latest  annual  report  that 
shows  up  on  your  screen 
while  talking  to  a  colleague 
(who  has  the  same  report  on 
his  screen),  all  from  the  same 
box  on  your  desk. 

Because  of  this  merging  of 
voice  and  data,  experts  be- 
lieve the  PBX  will  become 
the  hub  of  the  automated  of- 
fice of  the  future.  That's  one 
of  the  big  reasons  IBM 
bought  19%  of  Rolm  Corp.  in 
1983.  "The  day  of  the  analog 
telephone  is  over,"  says  Dick 
Moley,  vice  president  of  mar- 
keting for  Rolm.  "Everyone 
needs  voice  and  data  com- 
munications. That  integra- 
tion is  important." 

AT&T's  entry  in  this  PBX  market  is  called  System  85. 
System  85  is  not  a  computer  but  a  PBX  system  equipped 
with  desktop  terminals.  But  because  the  system  can  be 
hooked  into  a  computer,  the  AT&T  salesman  gets  the 
opportunity  to  sell  it  as  a  piece  of  an  overall  office  automa- 
tion system.  You  can  imagine  the  sales  pitch:  "Hello,  I'm 
from  the  phone  company.  Here's  your  new  System  85.  But 
shouldn't  you  consider  our  other  products  that  have  been 
specifically  designed  to  work  with  it?  Take  this  small 
computer  here.  ..." 

While  System  85  is  not  regarded  as  the  best  such  product 
on  the  market — similar  products  from  Rolm  and  Northern 
Telecom  are  lower  priced  and  smaller — analysts  believe  it 
is  only  the  beginning  of  a  product  cycle  that,  as  it  unfolds, 
will  strengthen  AT&T's  hand. 

Terminals  are  another  product  AT&T  knows  how  to 
sell,  and  they  provide  another  route  into  office  automa- 
tion. Terminals,  which  function  only  when  plugged  into  a 
computer,  are  giving  way  to  terminals  with  their  own 
"intelligence."  The  more  intelligence,  the  more  terminals 
begin  to  act  like  personal  computers.  AT&T  makes  the 
5620  terminal,  which  uses  its  32-bit  microprocessor,  has  a 
mouse  and  "windows"  like  Apple's  Lisa.  Should  AT&T 
choose  to  equip  it  with  additional  memory,  the  distinction 
between  terminal  and  personal  computer  would  be  mean- 
ingless. Indeed,  AT&T  plans  to  introduce  a  group  of  addi- 
tional intelligent  terminals  later  this  year. 

Competing  across  the  board  means  AT&T  cannot  ignore 
the  home  computer  market.  Last  fall  AT&T  Consumer 
Products  and  Coleco  Industries  agreed  to  begin  sending 
videogames  into  homes  over  phone  lines,  using  a  special 
device — a  modem — designed  by  the  two  partners. 

Potentially  far  more  important,  however,  is  AT&T's 
joint  marketing  agreement  with  Knight-Ridder  Newspa- 
pers in  the  videotext  market.  The  service  allows  subscrib- 
ers in  three  southern  Florida  counties  to  call  up  news 
reports,  stock  quotations  and  do-it-at-home  shopping 
guides,  and  send  messages  to  others  in  the  system.  There 
are  even  games  and  study  courses  for  the  Florida  driver's 
test  and  Scholastic  Aptitude  Test  (SAT),  using  the  home 
television  set  and  an  AT&T  Sceptre  terminal.  Basic  ser- 
vice is  $12  per  month.  Using  the  videotext  services  one 
half-hour  a  day,  total  service  plus  phone  time  would  run 
around  $30  a  month,  about  what  many  subscribers  pay  for 
cable  television  services.  Home  users  buy  their  AT&T 
terminals  at  computer  retail  stores  like  ComputerLand  or 
their  local  phone  store. 

AT&T's  videotext  business  is  at  present  tiny.  But  tiny 


Will  AT&T  be  able  to  build  a 
marketing  organization 
capable  of  capitalizing  on 
its  technological  strengths? 
"Tliere  is  a  big  gap  between 
resources  and  how  you  put 
them  together,11  says  Paul 
Ely,  executive  vice 
president  at  Hewlett- 
Packard.  "What  is  yet  to  be 
determined  is  AT&T's 
skill  and  cunning." 


does  not  mean  insignificant. 
Videotext  offers  a  wide  range 
of  highly  useful  services  at  a 
hardware  cost — $600  for 
AT&T's  terminal — roughly 
equal  to  the  cost  of  many 
home  computers.  "Videotext 
is  easy  for  people  to  use.  It  is 
not  as  threatening  as  a  per- 
sonal computer,"  says 
Thomas  Farmer,  director  of 
Consumer  Information  Prod- 
ucts for  AT&T.  "We  believe 
videotext  could  be  a  mass- 
market  product." 

Personal  computer  makers 
have  long  argued  that  home 
computer  sales  will  grow  in 
direct  proportion  to  the 
amount  of  useful  applica- 
tions people  can  expect  when  they  bring  their  computers 
home.  If  this  is  so,  videotext  could  help  sell  home  comput- 
ers once  links  between  the  machines  and  videotext  are 
available.  Clearly,  IBM,  which  recently  announced  a  vi- 
deotext joint  venture  with  CBS  and  Sears,  Roebuck,  sees 
the  potential.  Should  the  potential  prove  out,  AT&T,  too, 
could  sell  computers  as  well  as  terminals. 

For  now,  AT&T  can  work  closely  with  major  providers 
of  information  services  like  Knight-Ridder  (or  Times  Mir- 
ror Co.  in  Los  Angeles,  which  is  launching  a  videotext 
project  this  year),  gaining  valuable  experience  should  it 
decide  to  sell  information  as  well  as  hardware.  AT&T 
cannot  directly  enter  electronic  publishing  for  the  next 
seven  years  under  terms  of  the  consent  decree.  But  there 
may  be  legal  ways  around  that.  "I  wouldn't  rule  anything 
out,"  says  Farmer. 

Nor  does  AT&T  seem  to  be  ruling  out  distribution 
channels.  Its  large  minicomputers  can  be  sold  to  systems 
houses,  which  outfit  the  machines  with  the  appropriate 
software  for  specific  markets.  AT&T  Information  Sys- 
tems, the  company's  giant  marketing  arm,  can  call  on 
corporate  customers  directly.  It  could  sell  retail  through 
its  900  phone  stores  (compared  with  ComputerLand's  600 
retail  stores).  Or  it  could  sell  to  other  retail  stores  directly, 
as  is  the  case  with  its  videotext  terminal.  And  AT&T 
International,  with  the  help  of  the  deal  with  Olivetti,  will 
handle  overseas  markets. 

The  job  of  putting  all  the  pieces  into  place  is  massive.  It 
will  not  happen  overnight.  Make  no  mistake:  AT&T  has 
the  potential  to  become  a  preeminent  force  in  computers. 
It  has  so  much  going  for  it:  the  silicon  technology  at  Bell 
Labs,  the  long-distance  networks,  a  sales  and  service  force 
numbering  in  the  tens  of  thousands.  AT&T  makes  its  own 
microprocessors,  memory  chips  and  custom  chips,  key 
components  in  any  digital  system.  And  it  has  extensive 
software  expertise,  the  result  of  years  of  providing  links 
between  computers  in  corporations  across  America.  Best 
of  all,  AT&T  knows  how  to  make  high-quality,  reliable 
products,  which  is  precisely  what  is  needed  to  compete 
with  the  Japanese. 

How  AT&T  will  eventually  put  its  considerable  re- 
sources to  work  is  still  unclear.  Can  management  fit  the 
pieces  into  a  coherent  whole?  And  how  serious  will  the 
competition  be  from  the  former  affiliates,  now  spun  off  as 
separate  companies? 

"AT&T  has  made  what  is  probably  the  biggest  bet  in 
corporate  history,"  says  Stephen  Cohen,  a  vice  president  of 
the  Gartner  Group.  A  bet  it  can't  afford  to  lose.  ■ 
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William  C.  Osswald 
Sr  Vice  President 
ANR  Freight  System 
Denver,  Colorado 

"The  future  of 
long-distance 
shipping  is  in 
piggybac 

Trucks  are  more  efficient  when  they 
take  the  train.  And  no  matter  what  the 
load  or  where  it's  going,  if  it  has  to 
go  a  long  distance,  piggyback  freight 
trains  can  do  it  better  This  simple  fact  is 
changing  the  way  America  moves  freight. 
Fact:  Piggybacking  volume  is  increasing 
rapidly,  the  record  set  in  1982  was  surpassed 
in  just  the  first  10  months  of  1983. 
ANR  Freight  System  was  quick  to  spot  the 
trend.  They  designed  their " ValuLiner" 
service  to  take  advantage  of  new,  more 
competitive  rail  prices  and  services - 
especially  for  shippers  who  don't  require  a 
ill  truckload.  Today,  ANR  Freight  piggybacks 
long-distance  shipments  within  its  31 -state 
system.  ANR  Freight  knows  the  railroads' 
capability  to  move  goods  at  speeds  in 
excess  of  highway  limits  while  also 
achieving  superior  fuel  efficiency. 
By  piggybacking,  truck  trailers  can  provide 
millions  of  miles  of  transportation  with  only 
limited  highway  travel  and  tire  wear.  It's 
a  sensible  way  to  move  freight 
throughout  the  United  States. 
For  more  information,  write:  Intermodal, 
)ept.  402,  Association  of  American  Railroads, 
1920  L  St.,  N.W.,  Washington,  DC.  20036. 


ASSOCIATION 
OF  AMERICAN 
RAILROADS 


FREIGHT  RAILROADS 
ARE  ON  THE  MOVE. 


Joel  Wells  of  Orlando  heads  the  fast-grow- 
ing Sun  Banks  and  doubles  as  point  man 
in  Florida's  fight  to  hold  off  those  monsters 
from  New  York. 


Leader 
of  the  pack 


By  Barry  Stavro 


Joel  Wells,  president  and  CEO 
of  Sun  Banks,  Inc.  in  Orlando, 
Fla.,  finds  the  duel  in  1804  be- 
tween Alexander  Hamilton  and  Aar- 
on Burr  highly  instructive.  "Alex- 
ander Hamilton  was  one  of  the  first 
advocates  of  national  bank- 
ing," he  points  out.  "Some  say 
that  was  one  of  the  elements 
that  led  to  the  Burr  duel.  While 
there  have  been  other  propo- 
nents of  national  banking 
since,  Hamilton  was  the  last 
one  I  know  of  to  be  shot." 

Today's  fight  is  centered  in 
Florida,  and  Wells  is  playing 
the  Burr  role.  He  headed  Flor- 
ida Governor  Bob  Graham's 
advisory  committee  to  iron 
out  a  regional  banking  propos- 
al that  has  an  excellent  chance 
of  becoming  law.  It  would 
eliminate  banking  boundaries 
between  Florida,  the  Caroh- 
nas,  Georgia,  and  other  south- 
eastern states  that  pass  such 
reciprocal  laws.  That  would 
allow  bank  mergers  among 
these  states  while  keeping  out 
banks  from  other  states.  The 
idea  is  to  let  regional  banks 
grow  quickly  enough  to  avoid 

being  swallowed  by  money   

center  banks  when  Congress  eventu- 
ally approves  national  banking. 

Florida  is  the  linchpin  of  the  South- 
east's zone  defense  because  it's  a 
banker's  treasure  chest:  the  seventh 
most  populous  state,  with  some  5,400 
new  residents  each  week.  Seventeen 
percent  of  the  state's  population  is  65 
or  over,  meaning  those  Social  Securi- 
ty and  pension  checks  keep  rolling  in. 

If  Florida  and  Georgia  team  up — 
and  Georgia  passed  such  legislation 
last  month,  effective  in  1985 — other 


southeastern  states  will  follow,  and 
new  banking  alliances  would  come 
quickly.  Already,  Miami-based  South- 
east Banking  Corp.  and  First  Atlanta 
Corp.  have  agreed  to  cross  invest- 
ments worth  $60  million.  New  En- 
gland states — Massachusetts,  Con- 
necticut   and    Rhode    Island — have 


Sun  Banks' Joel  Wells  (left),  mid  Philip  Searle 
Disney  World  was  a  factor  in  the  recovery. 


passed  similar  regional  banking  laws, 
although  they  are  contested  in  court. 
This  is  all  part  of  a  centuries-old 
struggle  among  banks,  now  tilting 
toward  national  banking.  Chemical 
Bank  already  has  signed  a  deal  to  buy 
a  Florida  bank  when  the  barriers  fall, 
and  Citicorp  has  a  toehold  with  its 
purchase  of  a  failing  Miami  S&L. 

Wells,  whose  great-grandfather  vot- 
ed for  secession  in  the  Florida  legisla- 
ture, says,  "Citicorp's  philosophy  is 
nothing  happens  unless  you  crack 


eggs.  But  we're  going  to  have  national 
banking  some  day,  and  [I]  don't  want 
Florida  to  be  nothing  but  branches  of 
superbanks  and  small  independents." 

Wells  has  nothing  against  territori- 
al ambitions,  mind  you,  if  it's  his  own 
bank  on  the  move.  Assets  of  his  Sun 
Banks,  assembled  from  five  small 
banks  in  1967,  more  than  doubled 
from  $3.6  billion  in  1981  to  $8.9  bil- 
lion today.  Sun  dominated  the  market 
in  Central  Florida  and  has  40%  of 
Orlando's  deposits,  but  was  weak  in 
the  remainder  of  the  state.  So,  in  1982 
Wells  bought  Century  Banks  for  $105 
million.  Last  year  he  added  Flagship 
Banks  for  $334  million,  grabbing  a  big 
market  presence  in  Miami  and 
Tampa,  and  last  month  Sun  moved  to 
buy  Florida  Commercial  Banks  for 
$86  million.  Profits  rose  from  $34.2 
million  in  1982  to  $46.3  million  last 
year.  This  year  Sun  could  earn  $81 
million,  says  Timothy  Rayl,  an  ana- 
lyst for  Raymond,  fames  &  Asso- 
ciates. Return  on  equity  averaged 
14.2%  over  the  past  five  years. 

Florida  remains  primarily  a  retail 
banking  state.  "No  one  down  here  has 
that  international  banking  al- 
batross around  his  neck,"  says 
Philip  Searle,  Sun's  chairman. 
Only  5%  of  Sun's  $4.5  billion 
loan  portfolio  is  overseas. 

Wells,  the  architect  of  Sun's 
growth,  has  been  a  banker  for 
nine  years.  He  spent  most  of 
his  career  as  a  securities  law- 
yer, though  he  did  help  orga- 
nize Sun  Banks  in  1967.  In  the 
mid-1970s,  Sun  Banks  was 
stung  by  the  recession  and  bad 
real  estate  loans.  Profits  fell, 
the  stock  traded  at  $8  (it's 
about  $25  now)  and  return  on 
equity  was  4.2% .  In  1 975  Wells 
was  named  a  vice  president, 
and  president  the  next  year. 

The  enormous  growth  in  the 
Orlando  area  triggered  by  Dis- 
ney World,  18  miles  away,  was 
a  factor  in  Sun's  recovery.  But 
Wells  also  aggressively  opened 
branches  and  emphasized  ba- 
sics: auto  and  boat  loans,  build- 

  ing  the  commercial  portfolio 

and  servicing  retirees'  accounts.  "We 
haven't  announced  yet  that  you've  got 
to  have  $5,000  in  the  bank  to  deal  with 
a  live  teller,"  he  says,  disdaining  a 
Citicorp  gambit  in  New  York. 

But  Wells  isn't  too  popular.  The 
little  Florida  bankers  dislike  his  push 
for  regional  banking,  and  the  money 
center  boys  fight  his  protectionism. 
"If  you  are  practicing  shuttle  diplo- 
macy, sometimes  you  end  up  getting 
shot  by  both  sides,"  says  Wells,  who 
won't  let  his  Sun  stand  still.  ■ 
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I  I  I  I  I  mm  mm  ^>  Cl  Alliance  is  a  success.  A  success 
in  making  European  technology  affordable.  In  turning  pedestal 
seats  and  independent  suspension  into  the  best,  most  comfortable, 
ride  ratings  in  its  class*  A  success  in  QTf  TPP'li*OP 
designing  electronic  fuel  injection  to  "  V*  ^Vr^ffrff 
deliver  52  EST  HWY,  [38]  EBV  EST  MPG**  Built  in  America. 
Renault  Alliance.  So  successful  in  bringing  it  all  together  for 
$5,959}  it  became  the  best-selling  new  American-built  car  line  of 
  those  first  introduced  in  1983.  Take  it 
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Alliance  2-door 


RENAULT 

THE  ONE  TO  WATCH  # 


The  height  of  precision  is 
within  your  reach. 


The  Falcon  100  offers  all  the  advantages 
of  larger  Falcons  at  a far  lower  cost. 


The  Falcon  100  makes  the  extra- 
rdinary  rewards  of  Falcon  owner - 
lip  available  to  thousands  of 
perators  who  need  neither  a  large 
anscontinental  business  jet  like  the 
ilcon  200  nor  intercontinental 
ansport  like  the  Falcon  50. 

Won't  be  outgrown 

The  Falcon  100  is  not  an  airplane 
^signed  to  be  outgrown.  With  a 
245  statute  mile  range,  it  is  the 
leal  business  jet  for  its  class,  an 
rplane  that  does  everything  beauti- 
lly.  It  is  the  world's  fastest  business 
t,  equally  at  home  taming  a  short 
id  narrow  runway  as  flirting  with 
e  speed  of  sound.  It  boasts  maxi- 
um  operating  speeds  of  Mach  .87 
id,  during  its  certification  testing, 
:hieved  Mach  .98 — triumphantly 
ose  to  the  speed  of  sound.  Yet, 
ce  all  Falcons,  airliner-style  high-lift 


Airliner-style  high-lift  devices 

svices  grant  it  access  to  the 
nailer,  more  conveniently  located 
rports  that  may  exceed  the  safe 
^rformance  capabilities  of  other 
jsiness  jets. 

The  science  of  comfort 

The  Falcon  100's  interior  has  been 
ientifically  designed  by  the  world- 
:nowned  human  engineering  firm 
'  Henry  Dreyfuss  Associates, 
hose  objective  it  was  to  achieve  a 
7. 5  percentile  ergonomic  standard 
>r  six  adult  passengers. 

When  you  first  board  the  Falcon 
)0,  you  will  be  surprised  by  its 
>aciousness.  For  it  has  a  remarkably 
)omy  interior — one  you  wouldn't 
cpect  of  an  airplane  in  this  class. 

Comfortable. 

And  so  your  stay  inside  the  Falcon 
)0  cabin  will  remain.  Because 
le  cabin  evidences  a  singularly 

telligent  sense  of  proportion  and 
Unction. 


Everything  is  placed  exactly 
where  it  should  be.  Seats  are  of 
optimum  size,  tables  at  the  right 
heights,  even  the  placement  of  such 
items  as  ashtrays  and  drink  holders 
has  been  calculated  to  best  fulfill 
their  functions. 


Comfort  calculated  to  the 
97.5  percentile 

Two  indirect  lighting  systems 
widen  and  lengthen  the  sense  of 
environment.  And  reading  lights 
have  been  scientifically  fashioned  to 
eliminate  shadows  and  glare 
throughout  the  full  range  of  seat 
positions. 

In  short,  what  will  strike  you 
most  about  the  Falcon  100  cabin  is 
that  everything  is  right,  everything 
optimized  as  to  form  and  function. 
A  simple  principle,  all  too  often 
ignored. 

Technology  that  works 

In  1982 ,  the  Falcon  100  became 
the  first  business  jet  to  be  certified 
with  the  Collins  Electronic  Flight 
Instrument  System  (EFIS).  EFIS 
makes  available  to  the  crew  informa- 
tion that  will  actually  improve  the 


safety  and  efficiency  of  flight.  And 
its  systems  redundancy  and  solid- 
state  simplicity  provide  an  unques- 
tioned advantage  in  dependability 

Every  inch  a  Falcon 

The  Falcon  100  is,  first  and  fore- 
most, a  Falcon,  and  thus  carries  with 
it  all  the  qualities  that  have  made 
Falcon  jets  the  most  desired  business 
jets  in  the  sky;  a  precision  of  con- 
stniction  and  an  attention  to  detail 
that  are  simply  unmatched;  and 
sophisticated  aerodynamics  which 
afford  it  handling  qualities  that  are  as 
close  to  ideal  as  can  realistically  be 
achieved. 

Relentlessly  practical 

The  Falcon  100  is  well  within  the 
reach  of  the  average  business  jet 
buyer.  And,  moreover,  it  is  an  invest- 
ment that  will  provide  countless 
returns. 

Like  any  machine  of  this  caliber, 
the  Falcon  jet  "does  not  fear 

time."  Indeed,  a  Falcon's  resale 
value  is  often  higher  than  its 
original  price  when  new. 

But  the  real  shrewdness  of  the 
Falcon  100  investment  lies  in  what  it 
offers  you:  the  aerodynamic  genius, 
the  integrity  of  design  and  the  preci- 
sion engineering  that  are  unique, 
among  business  jets,  to  Falcon  Jet. 

If  the  possibilities  of  owning 
such  an  airplane  intrigue  you,  call 
Roy  Bergstrom  at  (201)  288-8479,  or 
send  us  the  coupon  below. 
A  demonstration  flight  will  gladly 
be  arranged  wherein  you  can 
experience  firsthand  this  extra- 
ordinary airplane. 


Falcon  Jet 

Teterboro,  NJ  07608 


□  Please  send  more  information 
about  the  Falcon  100. 

□  I'd  like  to  arrange  a  sales  presentation. 

Name   — 

Title  


Company. 

Address  

City  


^State  Zip_ 


Phone (  

Now  flying  a_ 


-)- 


Electronic  flight  instruments 
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Taxing  Matters 

The  IRS  has  spent  millions  on  new  comput- 
ers to  catch  tax  cheaters.  But  those  are  not 
the  only  folks  who  will  get  caught. 


A  net 
too  wide 


By  Laura  R.  Walbert 

T|  his  year  it's  more  likely 
than  ever  that  you  will 
get  a  letter  from  the  In- 
ternal Revenue  Service  saying 
you  owe  more  money.  But 
don't  be  too  quick  to  pay.  It  is 
also  more  likely  than  ever  that 
the  IRS  will  be  wrong. 

Blame  all  this  on  an  expanded  com- 
puter matching  program,  which  re- 
lates information  from  employers, 
banks  and  corporations  to  what  a  tax- 
payer reports  on  his  return.  The  ma- 
chines spit  out  all  mismatches  to  an 
IRS  examiner.  If  the  examiner  can't 
resolve  the  discrepancy,  out  goes  a 
scary  letter,  officially  known  as  form 
CP-2000. 

The  trouble  is  that  computers  are 
literal-minded,  and  IRS  examiners  are 
overworked.  "Suppose  you  own  two 
blocks  of  stock  in  a  company,  and  one 
is  listed  with  a  middle  initial  while 
the  other  is  not,"  says  Steven  Leifer,  a 
tax  partner  with  Ernst  &  Whinney. 
"It's  possible  that  the  company  will 
send  you  two  1099s  [forms  to  report 
dividends  paid].  But  if  you  list  it  as 
one  payer  on  your  tax  return,  there's  a 
good  chance  the  IRS  will  claim  a  mis- 
match. They  have  records  of  two  divi- 
dend payments,  and  you  reported  only 
one  of  them." 

There  are  also  many  other  foul-up 
opportunities.  If  you  misreport  a  pay- 
ment by  $1  or  $2,  for  example,  that 
will  show  up  as  an  error — and  out 
goes  a  nasty  notice.  Acronyms  also 
create  discrepancies.  Don't  report  $50 
of  dividends  from  ALCOA  if  the  1099 
says  Aluminum  Co.  of  America.  "We 
weed  out  an  awful  lot  of  that,"  says 
Percy  Woodard,  assistant  commis- 


sioner of  examination  for  the  IRS. 
"But  people  at  the  Service  make  mis- 
takes, too." 

Another  problem  arises  if  you  in- 
correctly report  the  income  you  re- 
ceived from  an  asset-management  ac- 
count as  interest  instead  of  as  divi- 
dends. Also,  if  you  have  placed  an 
account  for  an  elderly  parent  under 
your  own  Social  Security  number,  the 
computer  may  assume  that  any  in- 
come from  the  account  is  yours  and 
come  after  you. 

An  increased  flow  of  documents 
this  year  complicates  matters  even 
more.  In  1982  the  IRS  received  some 
600  million  documents.  But  the 
recent  Tax  Equity  and  Fiscal  Respon- 
sibility Act — TEFRA  for  short — im- 
poses tighter  reporting  requirements 
that  cover  everything  from  securities 
transactions  to  tax  refunds  and  pen- 
sion fund  distributions.  That  means 
that  the  IRS  should  get  350  million 
more  information  documents  this 
year.  And  more  documents  will  mean 
more  chances  for  mismatches  and 
mistakes. 

"When  you  get  into  some  of  these 
new  areas,  such  as  the  reporting  of 
brokerage  and  commodity  transac- 
tions," says  Woodard,  "differences  in 
reporting  by  the  firms  and  the  prob- 
lems of  identifying  that  on  a  tax  re- 
turn will  cause  some  additional  con- 


tact in  the  first  couple  of  years." 

Additional  contact?  That's  the  IRS' 
euphemism  for  a  dunning  letter.  But  if 
an  honest  mistake  triggers  a  dunning 
letter  to  you,  don't  collapse.  The  wis- 
est reponse  is  simply  to  send  off  a 
prompt  written  explanation;  other- 
wise, the  IRS  computers  will  be  sure 
to  send  out  a  second  nasty  letter  in 
about  a  month. 

Here's  yet  another  way  to  get  into 
some  trouble.  Let's  suppose  your 
stocks  are  held  by  your  broker,  say 
Merrill  Lynch.  At  year-end  he  sends 
you— and  the  IRS — a  1099  that  re- 
ports the  total  dividends  you  were 
credited  with.  But  you,  instead,  report 
on  your  1040  each  individual  payer — 
General  Motors,  IBM,  etc. 
In  that  case  you  may  get  a  dunning 
letter.  The  IRS  will  have  no- 
ticed you  didn't  report  the 
Merrill  Lynch  payment  and 
bill  you  for  it.  It  will  ignore 
the  fact  that  you  have  report- 
ed the  income  in  different 
form.  If  that  happens,  an  ex- 
planatory note  with  copies  of 
relevant  documents  will  be 
needed  to  clear  things  up. 
One  comforting  thought: 
Such  dunning  letters  won't  trigger  a 
full  audit.  Only  1.5%  of  all  returns  get 
that  kind  of  scrutiny,  and  the  IRS  says 
your  odds  don't  go  up  merely  because 
of  matching  errors. 

Whose  profits  are  they? 

You  own  a  successful  business  and 
have  made  more  money  than  you 
can  spend.  You  no  longer  need  to  work 
70-hour  weeks  and  want  plenty  of  cash 
for  spending  in  your  new  leisure. 

Sure  you  may  be  able  to  find  a  pub- 
licly held  corporation  willing  to  take 
you  over  in  a  stock  swap  or  for  cash. 
But  fortunes  have  been  lost  by  folks 
who  traded  their  companies  for  stock 
that  was  soon  worth  a  fraction  of  its 
exchange  value.  If  you  take  cash  in- 
stead, you  fork  over  to  the  tax  collec- 
tor upwards  of  20%  of  whatever  you 
receive.  And,  anyhow,  you  don't  want 
a  bunch  of  outsiders  messing  around 
with  your  life's  work. 

What  other  ways  are  there  for  tak- 
ing money  out  of  a  business?  Pay 
yourself  a  fat  dividend  out  of  surplus? 
"This  is  the  worst  strategy  for  a  major 
shareholder  in  a  privately  owned  cor- 
poration," says  Stephen  Kesh,  a  part- 
ner with  Main  Hurdman.  That's  be- 
cause dividends  result  in  double  tax- 
ation: The  business  pays  taxes  on  its 
earnings,  and  the  recipient  pays  taxes 
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Show  her  your 
interest  has 
compounded  daily 


The  Diamond  Anniversary  Ring. 

A  band  of  diamonds  that  says  youd  marry  her  all  over  again 
A  diamond  is  forever. 


Taxing  Matters 


on  his  income. 

A  better,  and  often  overlooked,  al- 
ternative is  for  an  owner  simply  to 
give  himself  a  raise.  A  big,  fat  juicy 
one.  Oh,  go  ahead.  You  underpaid 
yourself  in  past  years,  didn't  you?  But 
watch  it:  The  IRS  is  currently  taking  a 
hard  look  at  executive  compensation. 
If  it  can  prove  that  the  salary  you  are 
paying  yourself  is  excessive,  the  por- 
tion the  IRS  considers  unreasonable 
will  be  taxed  as  a  dividend — meaning 
it  won't  be  allowed  as  an  expense  by 
the  company. 

A  raise  in  salary  can  be  justified  on 
a  couple  of  grounds:  If  it  is  comparable 
to  the  salaries  of  executives  in  simi- 
lar, publicly  held  companies  or  if  the 
employee  wears  a  number  of  corpo- 
rate hats.  "Frequently  you'll  have 


someone  with  the  title  'president' 
who  is  part  financial  officer,  part 
salesman  and  part  chief  executive," 
notes  Michele  Bourgerie,  a  tax  partner 
with  Arthur  Young. 

Better  yet,  a  salary  increase  can  be 
tied  to  company  earnings  through  a 
profit  sharing  plan — but  do  this  early; 
don't  wait  until  your  business  is  final- 
ly generating  big  profits.  "We  like  to 
see  people  put  in  a  plan  like  that  be- 
fore the  business  mushrooms,"  says 
Samuel  Derieux,  the  managing  part- 
ner of  Derieux,  Baker,  Thompson  & 
Whitt.  "What  is  bad  is  if  an  owner  lets 
his  salary  go  up  and  down.  That  looks 
too  much  like  a  dividend." 

Compensation  can  also  take  less  di- 
rect forms,  such  as  retirement  bene- 
fits or  medical  reimbursement.  Those 
are  okay.  But  be  careful  of  low-inter- 
est loans.  "We've  seen  some  cases 
where  a  businessman  would  borrow 
money  from  his  corporation,"  says 
Derieux.  "Then  just  before  the  end  of 
his  fiscal  year  he  would  pay  it  back 
with  borrowed  money.  In  a  week  or 
two,  he'd  take  money  from  the  busi- 
ness again  to  close  out  the  bank  loan. " 
Such  transactions  leave  the  company 
without  a  loan  on  its  books  at  year- 


INTRODUCING  A 
WHOLE  NEW  CONCEPT  IN 
ENERGY  INVESTMENTS, 
NRM19840IL&GAS 
INCOME  CERTIFICATES. 


Introducing  NRM  1984 
Oil  &  Gas  Income  Certifi- 
cates'— subscriptions 
for  1500,000,000  of  Lim- 
ited Partnership  Interests. 
Partnerships  will  com- 
bine an  investment  in  oil 
and  gas  pn  iducing  pn  >p- 
erties  with  ownership  of 
United  Suites  Govern- 
ment Securities.  Natural 


Mail  to:  NRM  Corporation 

San  Jacinto  Tower 
2121  San  Jacinto  Street 
Dallas.  Texas  75201 


City 


Zip 


Home  Phone 

FB/2 


Business  Phone 


Resource  Management 
Corporation  is  the  Gen- 
eral Partner  The  mini- 
mum investment  is  $5,000, 
although  IRAs  and  Keogh 
plans  may  invest  $2,000. 

Clip  and  mail  the 
attached  coupon  to  re- 
ceive a  free  copy  of 
the  Prospectus 


Natural  Resource  Management  Corporation 

(Or  call  toll  free  800-527-1461.  Within  Texas  call  collect.  (  214  )  742-9751,  Hxt  1~  1  ) 

This  is  not  an  oiler  to  sell  of  a  solicitation  lo  buy  securities  The  offering  is  made  only  by  ihe  Prospectus  copies  ot  which  may  be  obtained  in  any 
stale  from  dealers  or  brokers  who  may  lawfully  offer  these  securities  in  such  stale  C  Copyright  1984  Naiura!  Resource  Management  Corporation 
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What 

the  pros 
use. 


When  you  are  buying  golf  balls,  or  are 
choosing  a  new  tennis  racquet,  you  are 
likely  to  be  influenced  by  "what  the 
pros  use."  After  all,  who  knows  better 
than  the  people  who  do  it  best? 

It  is  not  a  bad  criterion  for  media 
selection  either.  Now  ponder  this:  in 
one  single  issue  of  Good  Housekeeping 
Procter  &  Gamble  had  12  separate  ads 
and  General  Mills  had  10. 

General  Foods  had  7.  Johnson  & 
Johnson  and  Best  Foods  each  had  6. 
Hershey  and  DuPont  each  had  5. 
Hunt  Wesson  and  Pfizer  each  had  4. 


In  all,  42  advertisers  had  more  than 
one  ad  and  collectively  these  acknowl- 
edged leaders  of  consumer  products 
marketing  made  up  60%  of  the  adver- 
tising in  that  issue. 

It's  no  coincidence  that  most  of  these 
advertisers  have  appeared  consistently 
in  Good  Housekeeping  for  over  25  years 
and  a  few  more  than  50. 

When  you  get  done  with  the  demo- 
graphics, the  discounts  and  all  the 
wonderful  numbers  every  medium  has 
to  offer,  ask  yourself  "What  do  the 
pros  use?" 


Answer:  Good  Housekeeping,  it  has  been  building  strong  brands, 
selling  products  to  women  for  almost  a  century. 


Good  Housekeeping 

(•"Good  Housekeeping  . 

PROMISES  ^ 


The  magazine  women  believe  in 


GOOD  HOUSEKEEPING  IS  A  PUBLICATION  OF  HEARST  MAGAZINES  A  DIVISION  OF  THE  HEARST  CORPORATION  J  1984  THE  HEARST  CORPORATION 


CORPORATE 
SPOKESMAN 


The  computer  is  a  marvelous  tool.  It  helps 
us  to  manage  massive  amounts  of  information 
in  tiny  amounts  of  time  and  space.  But  the 
final  product  of  this  marvel  still  comes  out  as 
words  printed  on  paper.  That's  where  Diablo 
Printers  come  in.  Computer  printers  of  excep- 
tional quality  and  unsurpassed  reliability  for 
every  business  application.  For  letters,  for 
forms,  for  graphics,  Diablo.  Because  what 
you  say  is  only  as  good  as  how  you  say  it. 

Quality  you  can  see  at  the  Diablo  dealer 
nearest  you.  Call  800-556-1234  ext.  186. 
In  California  call  800-441-2345  ext.  186. 
Diablo  Systems  Inc.,  Fremont,  California. 

Diablo  Printers 


Mellon  defines  banking  issues 


Equipment  leasing 


More  and  more  companies 
are  leasing  their  equipment 
instead  of  buying  it.  But  leasing 
techniques  keep  changing  as 
lawmakers  rewrite  the  rules. 
How  can  corporate  financial 
officers  keep  current  with  the 
advantages  of  leasing? 


Once  thought  of  as  a  supplement  to  tra- 
ditional financing,  leasing  is  now  the 
most  widely  used  external  method  of 
plant  and  equipment  financing  in  the 
United  States.  An  estimated  $61  billion 
of  capital  equipment  was  leased  in 
1983  — more  than  was  financed  by  bank 
loans,  corporate  bonds,  equities,  or  com- 
mercial mortgages. 

Leasing^  growing  importance  to  busi- 
ness has  been  spurred  by  changes  in 
our  nation's  tax  code.  To  stimulate  eco- 
nomic growth,  lawmakers  have  enacted 
legislation  with  far-reaching  implica- 
tions for  the  way  corporations  acquire 
equipment.  These  changes  could  make 
leasing  attractive  to  companies  that 
have  never  leased,  and  add  new  benefits 
for  others  that  already  use  this  power- 
ful financing  tool. 

Flexible  benefits 

Some  companies  lease  as  a  way  of 
claiming  tax  benefits  that  might  other- 
wise be  lost.  Investment  tax  credits  and 
accelerated  depreciation  deductions 
have  no  value  to  companies  that  don't 


pay  enough  taxes  to  use  them — sue 
start-up  ventures  and  depressed  in 
tries — or  to  growing  companies  tha 
can't  use  all  their  available  deducti 
Through  leasing,  these  benefits  are 
used  by  leasing  companies,  which 
results  in  less  costly  financing. 

But  leasing^  attractiveness  goes  fa 
beyond  tax  advantages.  Leasing  ca 
a  source  of  100%  financing  at  a  fixe 
rate.  And  the  term  of  this  financinj 
be  tied  to  the  life  of  the  equipment, 
equipment  pays  for  itself  through  i 
own  use,  so  the  company's  cash  flov 
enhanced  and  lines  of  credit  are  pr 
served  for  seasonal  and  inventory  n 

Innovative  lessors  can  tailor  a  least 
agreement  to  the  needs  of  a  partici 
company.  For  instance,  rentals  can 
structured  to  meet  the  timing  of  ca 
revenues,  so  that  payments  are  ma 
during  periods  when  the  equipmen 
productive. 


Eighth  of  a  series 


learing  the  air 


may  include  special  provisions 
igrading  the  equipment,  or  for 
imating  or  renewing  the  lease — 
I  jcting  equipment  users  against 
I  iescence  by  passing  the  risk  of 
I  ;ased  value  to  the  leasing  company. 
I  through  a  master  lease  program, 
ibanies  can  stagger  funding  for 
;  >us  pieces  of  equipment,  allowing 
I  ors  to  be  paid  promptly  and 
hase  discounts  to  be  maintained. 

ime  cases,  leasing  can  also  provide 
glance-sheet  financing.  Certain 
I  ng  transactions  need  not  be  re- 
kd  on  the  balance  sheet  and,  in  the 
w  years  of  a  lease,  may  have  a  favor- 
I  impact  on  the  income  statement. 

lecial  circumstances,  the  fact  that 
inpany  leases  rather  than  owns 
1  pment  can  lead  to  additional  bene- 
:  For  instance,  leased  equipment 
I  be  exempt  from  floating  liens  held 
uajor  lenders  on  all  newly  acquired 
ijts — eliminating  the  need  for  costly 
renegotiation.  And  leased  equip- 
t  is  often  not  included  in  restric- 
!  found  in  small-issue  industrial 
nue  bonds  that  limit  the  amount 
*  vestment  a  company  can  make 
still  remain  eligible  for  tax-free 
•est  rates. 

tpects  for  change 

w  kind  of  lease  is  scheduled  to  take 
t  this  year,  with  the  potential  to 
liatically  expand  leasing's  scope, 
new  "finance  lease"  would  supple- 
st— not  replace — traditional  forms 
lasing. 

key  features  give  the  finance  lease 
otential  impact.  Special-purpose 
pment,  which  was  generally  inel- 
e  for  traditional  leasing,  can  now 
;ased.  And,  at  the  end  of  a  finance 
E,  the  lessee  can  buy  the  used 
pment  for  a  predetermined  price, 
iously,  leased  equipment  could  be 
hased  at  its  fair  market  value — 
;h,  after  inflation,  was  sometimes 
?h  percentage  of  its  original  price. 


The  finance  lease  does  have  drawbacks. 
Tax  credits  from  a  finance  lease  signed 
before  October  1985  must  be  spread  over 
five  years,  instead  of  taken  all  at  once. 
Other  restrictions  limit  the  amount  of 
tax  deductions  and  of  leased  equipment 
a  company  can  use  in  1984-85.  And, 
without  fair  market  values,  finance 
leases  may  have  higher  rents  and 
shorter  terms. 

The  status  of  the  finance  lease  is  still 
uncertain.  Treasury  regulations  govern- 
ing it  are  not  yet  in  place,  effectively 
curbing  its  immediate  use.  Congressional 
leaders  have  also  indicated  they  may 
defer  its  availability. 

Leasing  in  perspective 

With  or  without  the  finance  lease,  equip- 
ment leasing  will  continue  to  be  used  by 
industry  to  finance  its  capital  needs — 
and  by  lawmakers  to  achieve  national 
economic  priorities.  In  order  to  make 
informed  decisions,  corporate  financial 
officers  need  up-to-date  knowledge  of 
the  complex  trade-offs  between  different 
leasing  methods  and  other  forms  of 
financing. 

Bank-related  leasing  companies,  which 
play  a  major  role  in  the  industry,  can 
counsel  corporations  on  a  broad  range 
of  financing  options.  If  leasing  is  not 
the  best  form  of  financing  for  a  particu- 
lar company  or  piece  of  equipment,  they 
can  help  arrange  another  financing 
method.  And,  for  companies  that  do 
decide  to  lease,  they  can  shape  the  leas- 
ing instrument  to  meet  the  company's 
needs  quickly  and  effectively. 

Leasing  rules  keep  changing — and  will 
continue  to  change — because  leasing  is 
an  effective  means  of  stimulating  capi- 
tal investment.  By  taking  advantage  of 
benefits  created  to  promote  industrial 
growth,  companies  can  boost  their  own 
profits  along  with  the  nation's  economic 
health. 


The  Leasing  Group  of  Mellon  Financial 
Services  is  one  of  the  major  equipment 
lessors  in  the  United  States.  We  use 
our  broad  technical  expertise  and  the 
resources  of  one  of  the  nation's  largest 
banking  organizations  to  create  timely, 
cost-effective  leasing  programs  for 
industry.  It's  one  more  way  in  which 
Mellon  provides  premier  financial 
services  to  corporate  clients. 

For  more  information  on  this  subject, 
write  the  Communications  Office, 
Dept.  C,  Mellon  Bank,  Mellon  Square, 
Pittsburgh,  PA  15230. 


Mellon  Financial  Services  is  a  subsidiary 
of  Mellon  National  Corporation, 
whose  major  subsidiaries  include: 

Mellon  Bank 

Mellon  Financial  Services 

Consumer  Finance  •  Commercial  Finance  •  Leasing  • 

Commercial  Loans  •  Real  Estate  F inancing  ■ 

Real  Estate  investment  Management  •  Capital  Management 

Mellon  Bank  International 
Girard  Bank 
Girard  Bank  Delaware 
Central  Counties  Bank 


Mellon  Bank 

One  of  the  banks 
that  define  banking 


What  beats  a  steady-selling  prescription 
drug?  The  same  drug,  selling  at  double  the 
rate  over  the  counter. 


They'd  rather 
switch 


By  Christine  E.  Miles 


I'f  the  Food  &  Drug  Administra- 
tion again  approves  ibuprofen  this 
lyear,  the  analgesic  will  become  a 
blockbuster.  Sales  in  the  first  few 
years  may  reach  $500  million.  It  can 
be  used  for  arthritis.  Two  of  the  drug 
industry  giants,  American 
Home  Products  and  Up- 
john, are  geared  to  fight 
for  that  rich  market. 

Ibuprofen  is  no  new 
wonder  drug.  Doctors 
have  prescribed  it  for 
years.  Then  why  the  fuss? 
Well,  the  FDA  could  al- 
low AHP  and  Upjohn  to 
take  the  drug  over  the 
counter,  with  the  stroke 
of  a  pen  effectively  dou- 
bling its  market  potential. 
That's  only  part  of  the  sto- 
ry. As  more  manufactur- 
ers seize  the  growing  op- 
portunity to  switch  from 
prescription  to  over-the- 
counter  status,  remedies 
that  you  once  had  to  see  a 
doctor  to  get  will  be  up  for 
grabs  off  any  pharmacy 
shelf.  As  far  as  can  be  told 
now,  however,  "The  ibu- 
profen switch  will  be  the 
biggest  yet,"  says  AHP  Chief  Execu- 
tive Officer  John  Culligan. 

Other  prescription  drugs  have  gone 
over  the  counter.  In  1972  the  FDA 
formed  the  OTC  Review  project,  us- 
ing doctors  and  health  professionals 
to  screen  products  safe  enough  for 
self-medication.  But  the  pace  of 
switching  is  quickening,  and  the  re- 
wards of  switching  are  growing.  It  de- 
mands a  minimum  of  manufacturing 
expansion  for  dn:,-,  companies  and 
makes  remedies  that  have  long-stand- 
ing safety  records  readily  available. 


Consumers  enjoy  the  savings,  too. 
The  competition  for  their  business 
keeps  prices  low.  That's  a  big  plus  in 
Washington,  where  unhappiness  over 
escalating  health  costs  is  increasing. 

More  than  30  ingredients  and  dos- 
ages have  been  approved  for  sale  over 
the  counter,  and  many  more,  includ- 


"Neuj"  over-the-counter  cough  medicine 
No  unprofitable  side  effects. 


ing  ibuprofen,  await  approval.  The 
success  stories  should  encourage  even 
more  switching.  Topical  hydrocorti- 
sone, a  cream  that  relieves  itching, 
went  over  the  counter  in  1979.  In 
1980  about  12,000  units  sold  for  about 
$3.60  apiece.  The  following  year 
24,000  sold  at  only  $2.90.  The  price 
has  since  settled  at  around  $2.50.  The 
FDA  figures  that,  in  the  first  two 
years,  the  switch  saved  consumers 
$500  million  in  doctors'  visits  and 
more  expensive  medication. 

Schering-Plough,  one  of  the  big- 


league  switchers,  took  Airin,  a  decon- 
gestant, and  Tinactin,  an  antifungal 
foot  medication,  over  the  counter  in 
the  1970s.  Prescription  sales  for  Tin- 
actin had  totaled  about  $8  million. 
Over-the-counter  sales  pushed  that 
figure  to  $40  million.  Afrin's  $6  mil- 
lion market  grew  over  tenfold,  too.  "A 
decade  ago,  over-the-counter  products 
were  15%  of  our  domestic  sales.  Now 
they're  about  40%,  and  the  sales  fig- 
ures keep  going  up,"  says  Michael 
Walsh,  Schering's  director  of  over- 
the-counter  marketing. 

"New  switches  can  carry  a  premi- 
um price  at  first,"  says  David  Saks, 
drug  analyst  at  A.G.  Becker.  Competi- 
tive prices  and  high-powered  mass 
marketing  will,  of  course,  eat  into 
profit  margins.  Even  so,  the  larger  vol- 
ume will  eventually  make  for  enor- 
mous savings. 

Switchers  have  yet  another  incen- 
tive. If  the  FDA  requires  new  studies 
to  prove  a  product's  safety  and  effica- 
cy in  over-the-counter  use,  it  may 
grant  the  manufacturer  "new  drug" 
approval,  which  effectively  insures 
rights  to  market  the  product  exclu- 
sively for  years.  Warner- 
Lambert  got  such  approv- 
al in  late  1981  for  Benylin, 
a  cough  syrup  that  cap- 
tured 8%  of  its  new  over- 
the-counter  market.  Since 
then  Warner-Lambert  has 
enjoyed  its  monopoly. 
Larry  Haverkost,  product 
manager  at  W-L's  Parke- 
Davis  division,  admits 
happily,  "It  has  exceeded 
our  business  plan." 

Drug  sales  managers 
hope  most  doctors  will  re- 
main loyal  to  old  brands, 
and  recommend  them, 
even  when  the  drugs  go 
over  the  counter.  In  its  ad- 
vertising for  Afrin  nasal 
spray,  Schering  concen- 
trates on  doctors  and 
pharmacists.  The  market- 
ing has  paid  off.  Even 
though  it  can  be  bought 

  over  the  counter,  Afrin 

has  kept  well  over  50%  of  the  pre- 
scription market  for  nasal  sprays.  At 
Warner-Lambert,  Haverkost  says, 
"We  have  been  careful  of  our  fran- 
chise with  doctors,  and  70%  of  them 
still  recommended  Benylin  after  it 
went  over  the  counter." 

Neither  powerful  antibiotics  nor 
tranquilizers  are  likely  to  sell  over  the 
counter  soon.  But  keep  an  eye  on 
drugstore  shelves.  Selling  former  pre- 
scription drugs  the  way  aspirin  is  sold 
has  become  a  game  in  which,  so  far, 
there  have  been  no  losers.  ■ 
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India  is  a  puzzle  to  most  Americans.  It  leans  toward  the  Soviet 
Union  and  yet  is  essentially  capitalistic.  Half  the  population  is 
chronically  malnourished,  but  much  of  the  country  nonetheless 
throbs  with  economic  vitality.  In  this  interview,  India's  prime 
minister  tries  to  explain  some  of  the  paradoxes. 


"You  are  irked  when 

we  assert  our 
freedom  of  judgment" 


By  James  W.  Michaels 


P|k  resident  Lyndon  Baines  Johnson  once 
m  greeted  a  visiting  Indian  newsman  by  men- 
^  tioning  Indira  Gandhi  and  exclaiming:  "I  love 
your  lady,  but  why  is  she  always  cutting  my 
throat?"  This  story  may  be  apocryphal,  but  it  has 
the  ring  of  truth;  LBJ  wasn't  the  only  American  President 
who  must  have  felt  that  India's  leadership  was  cutting  his 
throat  in  foreign  policy.  Why  does  India,  beneficiary  of  so 
much  U.S.  help  and  goodwill,  so  often  side  with  the  Soviet 
Union  against  the  U.S.?  India,  proud  of  her  democracy  and 
permissive,  open  society,  and  the  secretive,  centralized 
and  repressive  Soviet? 

Well,  to  paraphrase  Lord  Palmerston,  nations  have  no 
permanent  friends,  only  permanent  interests.  For  a  long 
time  now  the  people  who  rule  India  have  seen  it  in  India's 
interests  to  distance  themselves  from  the  U.S.  and  lean 
toward  the  Soviet  Union.  The  Soviet  Union's  powerful 
defense  boss  Dmitri  Ustinov  was  about  to  make  a  fraternal 
visit  to  India  when  Yuri  Andropov's  last  illness  forced 
cancelation.  India's  pro-Soviet  leanings  are  obvious  even 
to  a  casual  visitor.  Indian  newspapers  tend  to  present  the 
U.S.  as  a  bully,  led  by  a  quick-on-the-draw  cowboy.  The 
Soviet  Union  is  given  every  benefit  of  every  doubt. 

However  much  Americans  may  resent  these  ties,  the 
Indians  have  their  reasons.  From  the  Soviet  Union  come 
the  oil  and  military  supplies  that  India  would  otherwise 
have  to  buy  with  hard  currency.  With  advanced  weaponry, 
the  Soviet  Union  is  often  India's  only  source,  since  the 
U.S.  has  refused  to  sell  many  such  items.  The  Soviet 
Union  is  not  a  demanding  supplier.  In  exchange  India 
sends  goods,  many  of  which  probably  could  not  be  sold  on 
the  world  market.  There  is  also  some  subtle  blackmail. 
Millions  of  communists  in  India  represent  a  huge  poten- 
tial fifth  column;  India  is  vulnerable  to  the  kind  of  terror- 
ism that  the  Kremlin  uses  as  an  instrument  of  policy. 

The  accession  of  Konstantin  Chernenko  to  the  top  job  in 
the  Kremlin  changes  nothing,  for  realpolitik,  not  senti- 
ment or  personalities,  is  involved.  India's  support  on  for- 
eign policy  issues  and  in  the  United  Nations  is  important 
to  the  Soviet  Union,  not  because  India  is  communist,  but 
precisely  because  it  is  not.  Among  the  Soviet's  supporters 
in  international  forums,  India  is  the  only  one  with  a  freely 
elected  government.  India's  generally  pro-Soviet  foreign 
policy  helps  bolster  the  pretense  that  the  Soviet  Union  is 
the  true  friend  of  the  Third  World. 

At  66  and  after  15  years  at  the  head  of  her  government 
Indira  Gandhi  still  looks  fit  and  fashionable,  but  she  was 
clearly  tired  the  day  we  interviewed  her.  No  wonder. 
Separatist  terrorists  were  butchering  people  in  the  Punjab. 
A  movie  actor,  N.T.  Rama  Rao,  has  wrested  control  of 

Indira  Gandhi  in  New  Delhi. 

"The  revolution  of  rising  expectations  ...  is  a  tremen- 
dous force  against  which  we  have  to  work." 
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Andhra  Pradesh  state  from  Indira's  supporters.  The  Indian 
army  is  pressing  for  Western  arms;  the  Soviet  Union  is 
pressing  India  to  buy  more  Soviet  goods.  Indira's  daughter- 
in-law,  widow  of  her  late  son,  Sanjay,  holds  press  confer- 
ences attacking  her  on  political  and  personal  grounds.  A 
scandal  erupted  in  Delhi  over  giveaway  loans  by  the  na- 
tionalized banks.  Only  a  clear  sense  of  mission  keeps 
Indira  Gandhi  clinging  to  office  under  such  pressures. 

Pro-Soviet?  Indira  Gandhi  defends  her  policy  as  being 
independent  rather  than  pro-Soviet  and  says  that  it  is  the 
U.S.  government  that  is  hostile,  not  India. 

Gandhi:  "I  think  the  global  strategy  of  your  Administra- 
tion does  not  find  a  place  for  India,  and  although  there  is  a 
lot  of  talk  about  democracy  and  freedom,  I  think  that 
people  [in  Washington]  are  really  a  little  irked  when  we  do 
assert  our  freedom  of  judgment,  assessment  and  action  and 
so  many  [other]  countries  don't." 

It  irks  Indians,  for  example,  that  Americans  fail  to 
understand  India's  pro-Arab  policies  have  many  of  the 
same  motivations  as  the  U.S.'  pro-Israel  policies.  There  is 
oil,  but  more  important  to  a  politician  like  Indira  Gandhi, 


The  Khomeini  phenomenon 


Sikh  rioters 

Fighting  against  progress. 


Indira  Gandhi's  latest  problem  with  violence  in- 
volves the  Sikhs,  those  bearded,  colorfully  tur- 
baned  North  Indians  who  number  about  15  million. 
A  segment  of  the  Sikh  community  is  demanding 
regional  autonomy  even  though  the  area  they  want 
to  rule  is  half  populated  by  Hindus.  To  make  their 
point,  Sikh  terrorists  are  killing  Hindus  indiscrimi- 
nately and  then  sheltering  in  Sikh  temples  where  the 
police  do  not  pursue  them.  If  the  government  cracks 
down,  it  risks  polarizing  moderate  Sikhs.  If  it  does 
not,  it  fails  to  stand  for  law  and  order. 

Separatism  is  an  old  story  in  India,  but  this  time  it 
is  different.  Unlike  other  separatist  groups,  the  Sikhs 
speak  the  dominant  Hindi  language  and  their  reli- 
gion is  closely  related  to  the  dominant  Hinduism. 
Then  what's  behind  the  terrorism?  In  a  word,  resis- 
tance to  progress.  The  Sikhs  are  frugal  and  hard- 
working, excellent  businessmen  and  farmers.  As 
they  prosper  in  developing  India  and  abroad,  they 
tend  to  break  with  the  stricter  old  traditions.  This 
alarms  the  religious  professionals  and  the  old  Sikh 
leadership,  which  sees  its  influence  dwindling.  You 
could  call  it  the  Khomeini  phenomenon — utterly 
reactionary.— J.W.M. 


there  is  the  Muslim  vote,  12%  of  the  total  and  often  the 
balance  of  power.  In  fact,  when  the  ordinary  Hindu  thinks 
about  the  Middle  East  at  all,  he  is  likely  to  cheer  at  Israeli 
victories  over  Arabs;  the  differences  between  Hindus  and 
Muslims  are  far  deeper  and  much  older  than  the  antago- 
nism between  Muslims  and  Jews. 

This  governmental  leaning  toward  the  Arabs  and  toward 
Moscow  is  an  old  policy  in  India,  dating  back  to  the  time  of 
Indira  Gandhi's  father,  Jawaharlal  Nehru,  who  was  prime 
minister  from  independence  until  his  death  in  1964.  After 
a  lapse  of  two  years,  his  daughter  succeeded  him  in  the  job 
and  has  retained  the  top  position  for  15  of  the  past  18  years, 
holding  the  country  together  and  building  pride  by  defeat- 
ing Pakistan  in  battle.  Once  accused  of  trying  to  make 
herself  dictator,  she  freely  called  elections  in  1977,  lost, 
but  won  again  in  1980.  Throughout  it  all  she  has  contin- 
ued the  Nehru  family  foreign  policy:  Treat  the  Soviet-U.S. 
rivalry  as  a  pure  power  struggle,  ignore  its  ideological 
aspects  and  lean  somewhat  to  the  Soviet  side. 

Forbes  reminded  the  prime  minister  that  many  Ameri- 
cans oppose  the  Soviet  Union  and  its  policies  on  moral 
grounds;  this  colors  our  thinking  when  people  like  her 
disagree  with  us. 

Gandhi:  "I  would  agree  with  you  but  for  the  fact  that  the 
countries  of  the  West,  do  they  support  democracies  out- 
side? They  do  not.  They  have  supported,  they  continue  to 
support,  military  and  other  dictatorships  and  authoritarian 
regimes — in  Latin  America,  in  Africa,  in  Asia. 

"We  think  that  basically  the  Soviet  Union  is  not  fighting 
for  communism;  it  is  [fighting  for]  nationalism.  In  the 
beginning  maybe  it  was  communism,  but,  I  think,  espe- 
cially after  the  Second  World  War,  their  system  and  their 
survival  go  together." 

Forbes  pointed  out  that  there  are  degrees  of  dictator- 
ship. Those  somewhat  repressive  regimes  the  U.S.  sup- 
ports can't  hold  a  candle  in  brutality  and  repression  to 
Soviet  allies  like  North  Korea  and  Vietnam.  Indira  Gandhi 
was  ready  for  that  one. 

Gandhi:  "But,  on  the  other  hand,  take  China.  China  has 
liberalized  a  little  bit  now,  but  it  really  is  a  very  closed 
society.  But  you  went  out  of  your  way  to  be  friends  with 
them,  and  we  welcomed  that  friendship  because  we 
thought  it  was  unrealistic  to  ignore  a  country  like  China. 

"Similarly,  among  the  Soviet  group,  you  encouraged 
Rumania.  Now  if  you  have  been  to  the  Eastern  bloc  coun- 
tries, Rumania  is  among  the  strictest  of  them  all,  much 
more  so  than  Hungary  or  Czechoslovakia.  So  this  is  where 
[American  policy]  is  a  little  difficult  to  understand." 

But  you  did  have  a  very  amicable  meeting  with  Presi- 
dent Reagan  last  fall. 

Gandhi:  "Well,  personally  we  get  on  very  well.  But  that 
doesn't  stretch  to  the  Administration  as  a  whole." 

Indians  tend  to  believe,  Indira  Gandhi  among  them,  that 
a  State  Department  cabal  leans  toward  Pakistan  and  dis- 
trusts India.  What  about  Afghanistan?  Indira  Gandhi  is  on 
record  as  wanting  to  see  all  foreign  troops  withdrawn  from 
Afghanistan.  The  only  foreign  troops  there  openly  are 
Soviet. 

Gandhi:  "Well,  I  said  it  so  many  times — in  Moscow,  in 
Washington,  everywhere  I  have  been." 

Any  movement  toward  getting  foreign  troops  out? 

Gandhi:  "What  they  [the  Soviets]  say  is  that  the  rebels 
are  getting  very  sophisticated  weapons  and  all  other  possi- 
ble help  from  outside,  and  if  that  help  would  stop  coming 
they  can  think  of  withdrawing,  or,  rather,  the  Afghan 
government  would  ask  them  to.  ..." 

But  in  India  foreign  policy  is  not  a  burning  issue.  As 
elsewhere,  the  economy  is  what  concerns  most  people.  In 
India  that  means  two  things:  continued  opportunity  for  a 
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fast-growing  middle  class  and  a  bit  more  food  for  the 
hundreds  of  millions  of  subsistence  farmers  and  their 
families.  The  problems  of  satisfying  even  these  modest 
demands  are  enormous.  India  became  an  independent  re- 
public 37  years  ago  with  under  350  million  people;  today  it 
has  725  million  and  adds  1 4  million  annually.  The  birth  rate 
is  declining — 42  per  1,000  population  in  the  early  Fifties  to 
just  over  30  per  1,000  now — but  infant  mortality  has 
declined  faster,  and  the  life  span  has  doubled.  That  sounds 
good  until  you  realize  the  implications:  If  the  typical  Indian 
lives  twice  as  long  as  his  grandfather,  the  country  must 
feed,  clothe  and  shelter  him  for  twice  as  long. 

India  has  performed  miracles  in  this  respect.  When  it 
had  350  million  people,  it  had  to  import  food;  today  it  is 
self-sufficient  in  food.  This  in  an  era  when  most  develop- 
ing countries  have  gone  from  exporting  to  importing  food. 
A  couple  of  hundred  million  Indians  are  chronically  mal- 
nourished, but  relatively  few  starve  and  even  the  poorest 
eat  better  than  once  they  did.  While  the  population  has 
doubled,  domestic  production  of  food  grains  has  nearly 
tripled,  to  160  million  tons  since  1950. 

Indian  industry?  A  deliberate  policy  of  self-sufficiency 
has  protected  a  lot  of  inefficiencies,  but  it  also  enabled 
manufacturing  to  grow  from  almost  nothing  to  over  15% 
of  India's  net  domestic  product. 

Keep  these  accomplishments  in  mind,  Indira  Gandhi 
says,  when  you  criticize  India  for  failing  to  close  an  ugly 
gap  between  wealth  and  poverty. 

Gandhi:  "Although  India  doesn't  present  the  tidy  pic- 
ture that  we  would  like  to  have,  [you]  can't  deny  the 
forward  movement. 

"We  had  hoped  that  we  would  make  a  much  better 
impact  in  raising  the  levels  of  the  very  poorest.  Initially,  of 
course,  we  could  not  deal  with  poverty  because  we  just  did 
not  have  the  resources.  We  had  to  first  stress  the  infra- 
structure, which  meant  helping  industry,  which  meant 
helping  the  richer  man,  because  he  was  the  only  one  to 
have  the  capability  and  the  knowhow  and  the  resources. 

"In  1966,  when  I  came  in  as  prime  minister  for  the  first 
time,  it  was  a  time  of  famine  and  we  were  living  from  ship 
to  mouth,  on  PL-480  grain  coming  from  the  U.S.  and  so  on. 
And  this  is  something  that  hit  me  very  hard.  So,  I  thought 
the  first  thing  we  must  do  is  to  have  some  kind  of  self- 
reliance  in  at  least  one  grain,  and  we  concentrated  on 
wheat.  We  were  able  to  double  our  wheat.  But  in  doing  so 
the  farmer  who  was  helped  was  the  farmer  with  irrigated 
land.  That  means  he  was  better  off  already. 

"So  both  these  things  which  were  done  and  which 
helped  the  country  as  a  whole  did  widen  the  gap  between 
the  better-off  and  the  poor." 

At  Puri,  a  palm-fringed  resort  and  religious  shrine  on  the 
Bay  of  Bengal,  a  spindly  fisherman,  ragged  but  dignified, 
asks  a  foreign  visitor  for  an  extra  tip.  Next  day  is  Republic 
Day,  India's  national  holiday.  He  would  like  to  treat  his 
family  to  a  bit  of  mutton  to  go  with  their  rice.  The 
foreigner,  touched  and  appalled  by  the  poverty,  tells  the 
story  to  Indian  friends  in  Delhi.  Poverty?  The  Indians 
laughed.  They  explain.  "What  you  don't  understand  is  ten 
years  ago  that  fellow  wouldn't  have  aspired  to  eat  meat 
even  once  a  year."  The  revolution  of  rising  expectations 
marches  slowly  in  parts  of  India,  but  it  marches. 

My  question  to  the  prime  minister  was:  How  long  will 
people  like  this  have  to  wait  for  at  least  a  downpayment  on 
their  expectations? 

Gandhi:  "After  our  infrastructure  was  built,  we  felt  we 
were  able  to  do  what  we  had  always  wanted  to  do  for  the 
poorest.  But  there  is  resistance  to  any  kind  of  reform;  for 
instance,  land  reform.  My  father  tried  for  it  extremely 


hard,  but  there  was  such  a  strong  lobby  [against  it]  in 
Parliament.  You  just  hit  a  solid  wall.  So,  when  I  came  in,  I 
decided  it  was  high  time  we  implemented  it.  When  we 
started  to  attack  it  really,  then  we  got  the  backlash;  that  is, 
a  tremendous  political  opposition  [from  landowners  and 
other  vested  interests].  We  haven't  been  able  to  complete 
our  land  reforms. 

"We  passed  legislation — legislation  for  minimum 
wages,  legislation  for  equality  of  women  and  so  on.  But  the 
implementation  is  terribly  poor  because  it  is  not  in  our 
hands;  it  is  in  the  hands  of  the  state  governments,  which 
are  subject  to  local  political  pressures. 

"Take  the  [minimum]  wages  part.  A  lot  of  farmers  and 
those  in  industry  say  we  just  can't  afford  to  pay  these 
wages.  When  we  say  that  you  must  pay  equal  wages  to 
women,  for  instance,  they  just  dismiss  the  women.  Since 
women  wanted  the  jobs,  they  were  willing  to  go  back  and 
work  for  lesser  wages,  even  though  it  was  against  the  law. 
And  honestly  you  can't  deprive  them  of  earnings  that  they 
desperately  need.  So  this  is  what  is  so  exasperating. 

"You  must  remember  the  circumstances  here — that  we 


Indira  Gandhi  on  Gandhi 


Indira  Gandhi,  born  Indira  Nehru,  bears  the  name 
of  her  husband,  the  late  Feroze  Gandhi.  Feroze,  a 
Parsi,  was  no  relation  to  Mohandas  K.  Gandhi,  who 
was  a  Hindu.  Not  through  her  husband,  then,  but 
through  her  father — who  was  the  Mahatma's  prote- 
ge— runs  the  historical  connection  to  the  Indian 
independence  movement  that  lends  Indira  so  much 
of  her  prestige.  This  in  part  explains  her  support  for 
the  film  Gandhi.  The  film  has  been  criticized  in  the 
West  because  it  seems  to 
suggest  to  gullible  West- 
erners that  nonviolence, 
soul  force,  is  the  best  an- 
swer to  Soviet  expansion- 
ism. The  film  failed  to 
point  out  that  while 
Gandhi's  statements  on 
the  subject  were  often 
contradictory,  in  fact  his 
tactics  were  refined  for 
use  against  the  British,  a 
nation  with  a  conscience 
and  middle-class  moral- 

ity,  not  against  Hitler  or  Stalin.  I  asked  Indira  Gan- 
dhi whether  that  criticism  was  fair: 

"No,  I  don't  think  so.  The  power  of  nonviolence  is 
enormous.  Of  course,  there  are  situations  in  which 
you  can't  use  it.  I  mean  we  [independent  India]  had 
to  face  aggression  five  times.  We  had  to  meet  that 
aggression  with  our  armies.  The  first  aggression  was 
in  1947,  so  Mr.  Gandhi  himself  saw  it  and  he  realized 
that.  But  I  don't  think  that  invalidates  the  theory  of 
nonviolence  or  the  theory  that  to  the  utmost  possi- 
ble you  should  try  to  be  nonviolent  and  to  negotiate 
rather  than  have  a  conflict.  You  can't  pursue  any 
idea  to  its  very  ultimate  stage.  I  think  [nonviolence] 
is  more  an  attitude  toward  life  as  a  whole,  that  you 
should  try  not  to  have  hatred  and  bitterness." 

In  the  celebrations  that  marked  India's  national 
holiday  in  January,  there  was  scarcely  a  mention  of 
Mohandas  K.  Gandhi.  The  centerpiece  of  the  show 
was  a  display  of  India's  latest  military  equipment, 
some  of  it  Russian,  some  of  it  homemade.—J.W.M. 


Tlx  film  Gandhi 
Would  Hitler  give  in? 
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To  be  successful  today,  you  not  only  need  to  know  what  you're  doing. 
You  also  need  to  know  what  the  people  around  you  are  doing. 

Which  isn't  always  easy.  Unless  you  have  The  Smart  Desk  from  IBM. 

Because  The  Smart  Desk  is  any  desk  with  an  IBM  computer  or 
terminal  on  it.  Our  3290  display  station,  for  example,  can  give  you 
plenty  of  powerful  connections. 

It  can  connect  you  to  customer  hies,  inventory  levels, 
production  status  and  the  text  of  a  letter  confirming  an 
order— all  at  the  same  time,  all  on  the  same  screen. 

The  Smart  Desk  can  put  you  in  touch  with  your  company's 
central  data  files  and  office  systems.  Or  with  The 
Smart  Desks  of  managers,  secretaries  and  other 
professionals  in  your  office. 

It  can  help  produce  graphs,  compile  reports  and  keep 
your  calendar.  Even  send  and  receive  electronic  mail. 

IBM  Smart  Desk  products  are  easy  to  use,  so  they 
won't  try  even  the  busiest  person's  patience.  And  if  a 
question  arises,  relax.  Our  famous  service  and 
support  network  is  behind  you. 

To  make  your  desk  The  Smart  Desk, 

talk  to  your  IBM  representative.  — ® 

And  get  all  the  right  connections,    i  ^€  =¥= 


The  Smart  Desk  from  IBM 


uccessful  stay  calm, 
x)ol  and  connected. 
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had  several  delayed  revolutions  at  the  same  time.  You  had 
your  Industrial  Revolution;  as  a  result  of  that  came  the 
political  consciousness.  Then  you  had  equal  rights  and 
human  rights,  rights  of  labor  and  so  on.  And  very  much 
later  came  the  rights  of  women.  But  we  have  got  this  all 
together  and  in  some  ways  the  other  way  around.  I  mean, 
we  started  with  political  consciousness  and  the  conscious- 
ness of  rights  and  the  privileges  without  having  the  where- 
withal to  meet  the  demands.  The  workers  said  we  want 
this  and  the  peasants  said  we  want  this,  and  we  just  had 
nothing  to  give  them. 

"Now  what  is  called  the  revolution  of  rising  expecta- 
tions, all  of  this  has  combined,  it  is  a  tremendous  force 
against  which  we  have  to  work. 

"And  especially  now  the  affluent  countries  are  going 
ahead  at  such  a  pace  with  technology  that  no  matter  what 
we  do,  I  don't  see  how  we  can  possibly  catch  up." 

An  obvious  rejoinder  to  the  prime  minister:  If  you  would 
free  the  economy  from  excessive 
planning  and  controls,  given  In- 
dia's resources  in  manpower  and 
brainpower,  you  would  be  better 
able  to  catch  up.  Until  recently,  if  a 
man  wanted  to  expand  his  bicycle 
factory,  he  would  need  govern- 
ment permission,  and  if  his  com- 
petitors objected  or  if  the  govern- 
ment felt  India  needed  more  shoe 
factories,  say,  then  the  permission 
might  not  be  forthcoming.  Foreign 
investment  was  discouraged,  both 
by  bureaucratic  inertia  and 
through  policy,  and  Indian  indus- 
try, while  growing  fast,  often  pro- 
duced obsolete  products.  The  best- 
selling  car  is  a  gas-guzzling  clone  of 
a  25-year-old  British  model.  Ineffi- 
ciency and  monopoly  were  con- 
doned and  protected.  From  these 
pervasive  controls  arose  endless 
potential  for  bribery  and  corrup- 
tion. Recently  the  rules  have  been 
eased,  and  a  lot  more  joint  ventures 
with  foreign  investors  are  getting  approved.  Liberalization, 
the  Indians  call  it. 

Gandhi:  "To  come  to  your  question  of  liberalization,  we 
have  liberalized,  but  now  why  were  we  not  so  liberal 
before?  It  is  because  unless  we  had  built  up  our  own 
industry — and  we  had  a  policy  of  self-reliance — had  we 
had  an  open  system  then  I  think  we  would  have  been 
submerged  by  outside  goods  and  outside  influences.  I 
think  our  own  industry  would  not  have  survived. 

"We  rather  coddled  our  industrialists  who  were  already 
rich,  but  we  felt  it  was  in  the  larger  interests  of  the 
country.  Now  we  feel  they  are  strong  enough  to  face 
outside  competition,  and  that  is  why  we  are  liberalizing; 
we  are  liberalizing  to  the  extent  which  we  think  we  can 
manage,  that  is,  which  will  not  distort  the  economy  here 
or  harm  the  poorer  sections  in  any  way. 

"Now  what  is  an  obstacle  to  this  are  those  very  same 
industrialists  who  earlier  were  shouting  for  opening  out 
and  so  on;  now  they  feel  they  are  threatened  by  competi- 
tion. We  are  not  changing  policy  because  of  that.  But  it  is 
creating  political  difficulties. 

"When  you  take  private  industry  in  India,  it  is  not  like 
private  industry  in  the  U.S.,  it  is  very  largely  dependent  on 
the  government.  They  take  money  from  the  government 
financial  institutions,  they  want  all  kinds  of  relaxations 


Indira  with  poster  of  ber  father 
A  powerful  sense  of  mission. 


ment  would  say  no,  they  say  they  would  collapse.  So,  they 
are  very,  very  largely  dependent  on  government  finances. 
Also,  now  today  everybody  wants  immediate  profits." 

But  India's  economic  growth  owes  more  to  entrepre- 
neurial ingenuity  than  to  government  policy.  As  glaring  as 
the  gap  between  rich  and  poor  in  India  is  the  gap  between 
the  efficiency  of  private  business  and  the  lethargy  of  the 
bureacracy  and  of  huge  state  corporations. 

A  small  entrepreneurial  factory  in  the  industrial  belt 
north  of  Delhi  works  only  after  midnight.  Only  then  can  it 
count  on  a  fairly  steady  supply  of  power  from  the  state- 
owned  utilities.  The  experience  is  typical.  Yet  India's 
power  system  currently  operates  at  only  about  50%  of 
capacity.  What's  wrong?  Poor  maintenance  and  poor  man- 
agement— both  consequences  of  government  ownership. 

With  all  this  regulation  and  a  punitive  rate  of  income 
taxation,  not  surprisingly  a  lot  of  India's  economy  has  gone 
underground.  How  much?  Nobody  knows,  but  you  only 
need  glimpse  the  economic  bustle 
and  the  spread  of  consumer  goods 
to  realize  that  the  official  figures 
understate  the  true  growth  rate. 
An  Indian  industrialist  explains  to 
Forbes  that,  officially,  he  may  pay 
an  executive  Rs.  1,000  per  month, 
but  the  executive  gets  Rs. 2,500  in 
tax-free  perks  and  another  Rs.  1,000 
under  the  table.  A  prominent 
economist  says,  not  entirely  jok- 
ing: "We  would  be  better  off  if  we 
continued  paying  our  bureaucrats 
but  told  them  to  stay  home." 

Clearly,  India  could  use  a  Ronald 
Reagan  or  a  Margaret  Thatcher  to 
lighten  the  too-heavy  hand  of  gov- 
ernment, but  none  is  in  sight.  In- 
dira Gandhi,  at  heart  neither  so- 
cialist nor  capitalist,  is  more  inter- 
ested in  politics  than  in 
economics.  Years  ago  her  govern- 
ment took  over  the  major  banks, 
largely  as  a  gesture  to  the  left. 
When  a  major  Indian  industrialist 
protested,  she  told  him:  "In  a  democracy  the  path  to 
economic  development  is  not  a  straight  line." 

One  last  question  to  this  consummate  politician:  Your 
family  has  been  at  the  center  of  things  in  India  for  80  years 
now — your  grandfather,  your  father,  yourself — and  now 
your  son,  Rajiv — a  general  secretary  of  the  ruling  Congress 
[I)  Party.  Is  this  healthy  in  a  democracy  to  look  only  to  one 
family  for  leadership  in  this  way?  Her  answer  to  this 
question  was  discursive  and  harked  back  to  the  days  when 
none  of  the  pundits  took  Jawaharlal  Nehru's  quiet,  attrac- 
tive daughter  seriously  as  a  potential  leader  of  the  country. 

Gandhi:  "Even  before  my  father  died  many  people  wrote 
books  about  who  would  succeed  him,  but  none  of  their 
calculations  came  out  correct  because  they  looked  toward 
the  political  bosses  and  the  people  who  seemed  to  be  the 
prominent  figures.  But  the  people  were  not  concerned 
about  that  at  all.  The  person  who  will  get  votes  is  the 
person  who  can  convince  the  people  that  he  or  she  can  do 
the  most  for  them,  who  is  sincere." 

Indira  Gandhi,  like  Ronald  Reagan,  will  soon  get  a 
chance  to  find  out  if  people  think  she  is  the  most  sincere. 
Under  the  Indian  constitution  she  must  call  elections  by 
next  January.  She  remains  the  most  prominent  national 
figure.  But  she  bears  all  the  handicaps  of  an  incumbent  in 
an  age  when  people  look  to  the  government  to  solve 


nd  other  types  of  help  from  government,  and  if  govern-    unsolvable  problems.  It  may  be  close. 
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WHEN  DODGE  BUILDS 

1  TRUCK,  PAYLOAD  IS  ONLY 

WE  OF  THE  PAYOFFS. 


-ARE DODGE.  AND  WE 
WW  HOW  TO  MAKE  A 
\WCKPAYOFF. 
s  f  Dodge,  available 
:  zyloads  range  all  the 
i  ay  up  to  3.515  lbs.  on  a 
\  250.  And  5.695  on  a  D350. 
\  it  that's  just  one  of  the 
i  ayoffs. 

[ACKED  BY  AMERICA'S 
\  INGEST,  NO-EXTRA-COST 

mORY  RUST-THROUGH 

HOTECTION  TRUCK 

(ARRANTY. 

here's  more  rust-fighting 
alvanized  steel  in  a 
I  odge  D250  or  D350  than 
ny  Ford  or  Chevy  pickup 
oing. 

»ne  powerful  reason  why 
odge  can  back  these 
ucks  for  five  years  or 
)0.000  miles. 

OWERED  BY  A  BEEFY  360 
■8  OPTION. 

>odge  gives  you  a  profit- 
ble  selection  of  engines, 


575.07  sq.  ft.  of  rust-lighting  galvanized 
steel  surface  make  Dodge  tough  on  rust. 

Optional  360  CID.  i-BBL  V-8*  increases  a 
/5250s  maximum  towing  ability  to  7,500 
lbs.,  when  properly  equipped. 

Full-depth  ham  cushions  and  seat  backs 
make  the  daily  grind  less  grinding. 


For  a  D250:  A  reliable 
Dodge  Slant  Six* 
Big  and  dependable 
318  cubic  inch  V-8.  And 
for  heavy  duty  towing, 
a  heavy  duty  360  V-8— 
standard  equipment  on 
the  D350. 

SAVE  HUNDREDS  WITH 
DODGE  PROSPECTOR 
DISCOUNTS. 

Save  on  equipment  such 
as  air  conditioning  and 
special  paint  treatments. 
Actual  savings  depend  on 
model  and  package.  And 
are  based  on  the  list  prices 
of  package  items  if  pur- 
chased separately.  So  see 
your  dealer  for  details. 


Independent  front  suspension  delivers  a 
remarkably  smooth  and  comfortable  ride. 
And  can  be  easily  adjusted  on  passenger 
car  front-end  alignment  equipment. 

36.000  psi  carbon  steel  frames  help  soak 
up  the  potholes  and  smooth  out  the 
bumps. 


mo 


RUST-THRU 
PROTECTION 

Limited  warranty  covering  outer 
body  rust-thru  on  new  '84  lull- 
sized  pickups  and  Ramchargers  at 
no  extra  cost  for  five  years  or 
100.000  miles,  whichever  comes 
first.  Ask  dealer  for  details. 

THE  NEW  CHRYSLER 
TECHNOLOGY. 
QUALITY  BACKED  BY 
5/100  PROTECTION. 


DODGE  RAM  D250 


AO*-  J 


BUCKLE  UP  FOR  SAFETY. 
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Edited  by  Stephen. Kindel 


Will  high-speed  passenger  trains  ever  he 
economically  or  technologically  feasible 
for  the  U.S.?  Or  will  they  be  a  siren  song  for 
unwary  investors? 


Railroaded 


By  Anne  McGrath 


T|  O  HEAR  SOME  PEOPLE  tell  it, 
high-speed  rail  transportation 
is  around  the  corner.  Just  last 
month  Florida's  High  Speed  Rail 
Committee  started  entertaining  pro- 
posals by  private  developers  for  a  255- 
mile  rail  link  connecting  Miami,  Or- 
lando and  Tampa.  Texas,  Ohio,  Penn- 
sylvania and  Illinois  all  have 
high-speed  rail  studies  under  way. 


New  York,  Vermont  and  the  province 
of  Quebec  together  are  looking  at  a 
rail  system  that  purportedly  slashes 
the  travel  time  between  New  York 
City  and  Montreal  from  almost  nine 
hours  to  under  three. 

Even  further  along  than  all  these  is 
a  project  to  use  Japanese-built  "bullet 
trains"  between  Los  Angeles  and  San 
Diego.  Construction  of  the  system 
will  start  next  year  if  the  sponsor, 
privately    owned    American  High 


Speed  Rail  Corp.,  can  raise  the  neces- 
sary $3. 1  billion. 

That's  a  big  if.  The  fact  is,  high- 
speed trains  face  the  same  economic 
and  technical  barriers  that  have  killed 
off  most  passenger  trains  in  the  U.S. — 
plus  some  problems  of  their  own.  Or- 
dinary passenger  trains  lost  out  to  the 
airlines  years  ago,  of  course.  Only  19 
million  people  rode  Amtrak's  24,000 
miles  of  track  in  1982,  despite  billions 
invested  by  Congress  in  new  equip- 
ment and  improved  track.  Taxpayers 
will  shell  out  an  additional  $715  mil- 
lion this  year  to  keep  Amtrak's  pas- 
senger operation  running. 

Ah,  but  look  at  Japan,  say  the  high- 
speed proponents.  Look  at  France.  Ja- 
pan's Shinkansen  system  has  been  run- 
ning since  1964,  and  its  three  lines 
now  carry  120  million  passengers  an- 
nually, more  than  10  times  Amtrak's. 
France's  Train  a  Grande  Vitesse  has 
been  speeding  between  Paris  and  Ly- 
ons since  1981.  Both  governments 
claim  their  trains  make  an  operating 
profit,  although  both  needed  large 
government-backed  bonds  to  finance 
construction.  For  obvious  reasons 
both  governments  are  energetic  pro- 
moters of  their  high-speed  rail  sys- 
tems worldwide.  They  stand  to  re- 
coup some  of  that  investment  by  sell- 
ing technology  and  equipment  if  they 
can  persuade  Americans  to  go  the 
high-speed  route. 

But  will  they?  American  High 
Speed  Rail  Corp.  claims  it  can  attract 
36.5  million  riders  a  year  on  the  Los 


Superconducting 
magnets 


The  limits  of  repulsion 

In  theory,  magnetic  levitation  trains  provide  a  high- 
speed, frictionless  solution  to  steel  wheels  on  steel  rails. 
The  train  is  equipped  with  its  own  superconducting 
magnet,  which  generates  a  powerful  field  that  pushes 
against  the  rail,  itself  a  kind  of  pulsing  electromagnet 
called  a  linear  induction  motor.  The  trouble  starts,  though, 
when  the  train  moves.  As  the  train  picks  up  speed,  air 
pressure  forces  the  nose  of  the  train  downward.  This  causes 
minor  disturbances  in  the  magnetic  field,  called  eddy 
currents.  These,  if  allowed  to  build  up,  decrease  the 
efficiency  of  the  levitating  field,  slowing  the  train.  Both 
the  Japanese  and  Germans  have  developed  sophisticated 
eddy  current  sensors  that  compensate  for  this  problem  by 
increasing  the  train's  magnetic  current.  But  sensors  are  a 
poor  solution,  because  the  result  is  a  constantly 
undulating  train,  and  nauseous  passengers. 


Eddy  currents 
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Angeles-San  Diego  run.  Transporta- 
tion specialist  Jonathan  Richmond,  a 
consultant  to  Tustin,  Calif,  (one  of 
the  stops  along  the  proposed  route) 
isn't  so  sure.  Richmond  says  Ameri- 
can High  Speed's  demand  figures  are 
"severely  overestimated  by  the  inclu- 
sion of  large  volumes  of  within-region 
flows  that  would  not  be  amenable  to 
bullet-train  travel."  He  thinks  people 
are  less  likely  to  use  the  train  if  they 
have  to  drive  to  a  station  on  one  end 
and  take  yet  another  form  of  transpor- 
tation, like  an  old-fashioned  bus,  at 
the  other. 

Richmond  isn't  the  only  critic.  A 
study  by  the  Congressional  Office  of 
Technology  Assessment  concludes 
that  the  projects  proposed  for  the  U.S. 
so  far,  including  American  High 
Speed's,  would  generally  fall  short  of 
the  systems  developed  by  the  French 
and  the  Japanese.  "We've  got  a  much 
more  dispersed  population,  and  it  has 
come  to  depend  on  the  automobile," 
says  Lucia  Turnbull,  who  directed  the 
OTA  project.  "Japan,  France  and  Brit- 
ain all  have  better  'feeding.''  "  That  is, 
people  who  use  the  bullet  train  can 
get  to  the  station  by  public  transit, 
not  by  car. 

Criticisms  like  this  are  the  reason 
Tustin  and  several  other  California 
communities  along  the  proposed 
route  have  asked  the  state  Supreme 
Court  for  guarantees  that  the  Los  An- 
geles-San Diego  project  be  carefully 
analyzed.  These  cities  think  Califor- 
nia taxpayers  could  be  left  holding  the 


German  "maglev"  train 

After  more  than  a  decade  of  tests,  still  little  more  than 
an  expensive  laboratory  curiosity. 


bag.  For  starters,  American  High 
Speed  plans  to  raise  $1.25  billion  of  its 
$3.1  billion  through  state-issued  rev- 
enue bonds.  Beyond  that,  the  question 
is  what  happens  if  the  system  is  a 
flop?  Would  bondholders  get  stuck? 
Probably  not,  says  Tustin  city  attor- 
ney James  Rourke.  "I  don't  believe 
California  would  allow  $1.25  billion 
of  its  bonds  to  go  into  default.  So  it  is 
as  clear  as  a  bell  to  me  that  [the  sys- 
tem] would  start  to  get  subsidized  if  it 


gets  into  any  trouble." 

Another  problem:  It's  hard  to  deter- 
mine the  true  cost  of  a  high-speed  rail 
system.  Before  bullet  trains  came 
along,  railroads  really  hadn't  changed 
much  since  18th-century  Welsh  coal 
miners  invented  the  essential  tech- 
nology— they  discovered  their  coal 
scuttles  would  stay  on  the  track  bet- 
ter if  the  wheels  were  flanged  and 
tapered  slightly.  But  high-speed  rail 
technology  is  something  else  entirely. 


The  limits  of  steel 

Conventional  railroad  rail  and  wheel  design  dates  back  to 
the  18th  century  when  Welsh  coal  miners  discovered  that, 
by  putting  a  flange  on  the  wheels  of  their  mine  wagons, 
and  tapering  the  wheels  slightly,  they  could  keep  the 
wagons  from  flying  off  the  track  as  they  were  hauled  up 
and  down  steep  mine  trails.  But  what  provides  stability  at 
low  speeds  is  a  hindrance  at  high  speeds.  Unless  rails  are 
nearly  level  and  straight,  or  at  least  no  worse  than  gently 
curved,  the  taper  of  the  wheel  begins  to  grind  down  the 
inside  of  the  track.  But  straightening  rail  lines  can  get 
expensive,  especially  when  a  train  runs  through  a  densely 
populated  area.  The  attempted  solution:  Let  the  train  tilt, 
while  its  wheels  stay  level.  Over  the  past  fifty  years,  any 
number  of  sophisticated  pivot  systems  have  been  designed 
to  accomplish  this  task  (the  diagram  shows  a  simplified 
version  of  British  Rail's  Advanced  Passenger  Train),  but  all 
stumbled  over  the  same  problem:  reducing  the  reaction 
time  between  when  a  train  goes  into  a  curve  and  when  it 
begins  to  tilt.  Again,  the  answer  seems  to  be  motion 
sensors,  but  again,  the  result  is  often  motion  sickness,  as 
the  train  pitches  from  side  to  side. 
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But  are  there  36.5  million  reasons  to  go  to  San  Diego? 


Los  Angeles 
San  Diego 


Miami 


High-speed  rail  proponents  predict  huge  increases  in 
passenger  use  over  current  Amtrak  counterparts  on 
the  lines  illustrated.  But  at  what  cost?  High-speed 
rail  lines  overseas  enjoy  heavy  government  support, 


through  construction  bonds  or  subsidies.  In  fact,  the 
biggest  rail  boosters  are  foreign-government-spon- 
sored concerns,  who  hope  to  recoup  their  invest- 
ments by  persuading  Americans  to  ride  the  rails. 


Technology 


That's  why  trains  have  been  able  to 
generate  the  necessary  power  to  travel 
over  lOOmph  for  more  than  a  century 
now,  yet  modern  American  passenger 
trains  average  only  55mph.  That's  be- 
cause so  few  lines  have  been  built  to 
withstand  the  tearing  stresses  that  re- 
sult when  steel  wheels  grind  against 
steel  rails  at  high  speeds.  The  rate  of 
track  damage  rises  with  the  square  of 
a  train's  speed,  and  although  the  dam- 
age can  be  lessened  by  lightening  the 
train  and  cushioning  the  track,  those 
solutions  come  only  at  substantially 
increased  costs. 

Elaborate  track  maintenance  also  is 
necessary  for  the  high-speed  trains 
like  Japan's  Shinkansen  and  France's 
TGV.  Neither  train  is  particularly  ad- 
vanced technologically.  Rather,  they 
are  exercises  in  controlling  the  track 
bed  through  straightened  curves  and 
leveled  grades.  Such  alterations  in  ter- 
rain are  easier  done  in  France  and  Ja- 
pan, where  government  powers  of 
eminent  domain  are  exerted  at  the 
national  level.  Even  so,  it  cost  the 


Japanese  government  $60  million  per 
mile  to  push  its  latest  bullet  train 
lines  through  expensive  farmland 
(Forbes,  Jan.  31  1983). 

What  about  alternative  technol- 
ogies such  as  magnetic  levitation 
("maglev"),  where  the  train  floats  fric- 
tion-free above  the  rails? 

West  Germany  and  Japan  have 
spent  years  testing  these  systems.  Jap- 
anese National  Railways'  electrody- 
namic  train  operates  on  principles  of 
repulsion — magnets  of  similar  polar- 
ity on  the  train  and  on  the  guideway 
repel  each  other,  elevating  the  cars  4 
inches  above  the  guideway.  A  proto- 
type has  exceeded  300mph  in  test 
runs.  Germany's  train,  designed  to 
travel  at  up  to  250mph,  carries  mag- 
nets that  reach  below  the  guideway 
and  are  attracted  up  toward  it,  raising 


the  cars  about  half  an  inch. 

But  these  are  experimental  vehi- 
cles; no  feasible  production  models 
are  in  sight.  That's  because  neither 
the  Japanese  nor  the  Germans  seem  to 
be  able  to  keep  their  "maglevs"  level 
on  the  track:  As  air  resistance  pushes 
the  train's  nose  downward,  magnetic 
eddy  currents  build  up  in  the  rail, 
bumping  up  against  the  nose  like  air 
turbulence.  Despite  advances  in  sen- 
sor technology,  the  trains  still  heave 
and  fall.  So  far  they  are  only  expensive 
laboratory  curiosities. 

If  high-speed  rail  does  have  a  future, 
it  will  be  only  when  its  promoters 
understand  that  the  romance  of  the 
rails  is  no  substitute  for  harsh  eco- 
nomic reality.  Until  that  happens,  be- 
ware. Both  politicians  and  the  public 
are  likely  to  get  railroaded. 


Oscar,  Oscar,  Oscar! 


Like  many  other  home  computer 
owners,  Kerry  Joels  often  fumbles 
at  the  keyboard.  But  Joels,  37,  is  doing 
something  about  it.  He  has  come  up 
with  an  idea  that  eliminates  many  of 
the  problems  of  keyboarding  and  at 
the  same  time  makes  software  faster 
and  cheaper  to  use  in  low-priced 
home  computers. 


Joels'  innovation  is  not  a  mouse, 
the  device  that  moves  the  cursor 
around  on  Apple's  Macintosh  and 
Lisa.  His  is  called  Oscar  (optical  scan- 
ning reader),  and  it  is  used  instead  of 
the  familiar  floppy  disk  to  enter  pro- 
grams. Oscar  reads  software  that  has 
been  written  in  bar  codes,  the  zebra- 
striped  labels  on  supermarket  prod- 
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Fansteel's  materials  technology  is  making  this  child's  dream  of 
space  travel  into  a  reality. 

Fansteel's  Precision  Sheet  Metal  products  have  helped  aircraft  fly, 
have  landed  on  the  moon,  and  have  encircled  the  earth.  Other 
products  are  on  Mars  and  enroute  to  Saturn  and  beyond. 

Fansteel's  materials  technology  also  provides  advanced  and 
dependable  products  used  in  other  major  industries:  such  as 
electronics,  medicine,  mining,  sports,  communications,  and 
transportation.  Industry's  natural  source  for  the  future  is  Fansteel. 


Investing  in  Technology 


RJHH 


Technology 


ucts  that  supply  automatic  price  in- 
formation at  the  checkout  counter. 

Oscar,  which  sells  for  $80,  will  read 
a  page  of  software — in  bar  codes  as 
thin  as  one  one-thousandth  of  an  inch 
on  standard  letter-size  pages — in 
about  two  minutes.  Four  pages  hold 
about  the  same  amount  of  informa- 
tion as  expensive  programs  stored  on 
disks  or  cassettes,  or  pages  of  printed 
directions  that  take  hours  to  type  in. 
The  program-reader  and  software  ini- 
tially will  be  available  for  Atari,  Com- 
modore, TRS  80,  TI 99/4A  and  Timex- 
Sinclair  computers,  which  already  are 
in  10  million  homes. 

If  it  takes  off,  Oscar  will  represent 
one  of  the  first  practical  retail  uses  for 
bar  codes.  Japan's  Casio  recently  took 
a  stab  at  using  scanners  to  play  bar- 
coded  music.  But  it  could  not  find 
many  people  willing  to  shell  out 


$399.50  for  a  box  that  whistled  "Dix- 
ie." For  a  brief  time  in  the  late  Seven- 
ties bar-coded  software  was  published 
by  a  computer  magazine,  but  that  fea- 
ture was  dropped  because  there  were 
no  reliable  low-cost  scanners  around. 
At  that  time  Hewlett-Packard  made 
$100  scanners  that  could  be  used  on 
the  TRS  80  and  Epson  computers. 

Early  last  year  Joels,  a  part-time  in- 
ventor, approached  venture  capitalist 
£dward  Orenstein  of  Minneapolis 
with  his  idea.  Orenstein  wasted  no 
time.  He  hired  Leslie  Arnold,  a  20- 
year  veteran  of  the  electronics,  optics 
and  printing  industries,  to  help  raise 
$3  million.  Arnold  would  also  be  the 
CEO  of  Databar  Corp.,  formed  to  take 
Joels'  idea  into  design  and  production. 
They  now  hope  to  arrange  second- 
round  financing  of  $2  million. 

One  key  to  Oscar's  future  is  its 
compatibility  with  many  different 
computers.  There  are  two  reasons  for 
this:  First,  its  "firmware,"  or  operat- 
ing system,  takes  charge  of  reading, 
translation  and  timing  operations. 
Oscar's   ancestors   performed  such 


Kcn-\  Joels,  father  of  Oscar 
"Firmware"  in  different  editions 


functions  in  their  hardware.  Second, 
programs  will  be  published  in  differ- 
ent editions  for  different  computers. 

But  there  are  tradeoffs  with  this 
ease  of  use.  In  order  for  a  standard 
Oscar  to  be  used  for  so  many  ma- 
chines, software  must  be  written  in 
the  least  complicated  way,  and  that 
inevitably  absorbs  much  of  the  com- 
puter's memory  capacity,  especially 
on  smaller  machines.  On  the  Com- 
modore Vic  20,  for  instance,  which  is 
a  5K  machine — that  is,  its  memory 
holds  about  5,000  characters  of  infor- 
mation— Oscar's  software  uses  up 
3.5K  of  the  memory,  leaving  little  left 
over  for  actually  using  the  program. 

Oscar  makes  its  debut  this  month 
at  regional  and  national  retail  chains. 
The  scanner  comes  with  a  premier 
issue  of  Databar  magazine,  another 
product  offering  from  the  company, 
which  has  bar-coded  software  pro- 
grams in  eight  areas:  science,  law, 
health,  games,  education,  writing 
skills,  personal  finance  and  general 
interest.  Future  issues  ($120  for  12 
monthly  editions)  will  also  include 
feature  articles  in  each  category. 
Stand-alone  software  will  also  be  sold 
at  $9.95  a  package. 

While  Databar's  first  offerings  are 
not  very  complex,  later  ones  might  be, 
if  scanning  finds  a  market  for  use  with 
more  capable  personal  computers.  Ar- 
nold says  he  expects  to  earn  $3.5  mil- 
lion pretax  on  $24  million  sales  in 
Oscar's  first  year.  In  the  meantime, 
Orenstein,  Arnold  and  Joels  are  keep- 
ing their  fingers  crossed,  hoping  that 
all  those  many  people  who  now  put 
their  home  computers  on  the  shelf 
when  they  get  bored  with  games 
might  have  reason  to  dust  them  off 
again. — Jayne  A.  Pearl 


Databar  Corp.  's  software-scanning  Oscar 

Zebra-striped,  bar-coded  software  that  will  do  more  than  whistle  "Dixie.' 
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Gould. . .  Innovation  and  Quality  in  Electronics 


•  /foe-     " 1 


"  Some  of  our  logic  analyzers  are  just  too  complex,  and 
they're  hurting  productivity  in  our  microprocessor  design. 
Doesn't  anybody  make  truly  user-friendly  analyzers?" 


Gould. 


Gould's  new  K-105  logic 
analyzer  takes  the  lead  in 
simplicity.  A  single  "help" 
button  makes  operation  easy, 
even  for  first-time  users.  The 
K-105  speaks  simple  assembly 
language,  not  complex  object 
code.  And  it's  modular  for 
multiple  configuring.  In  fact, 
it's  really  two  analyzers  in 
one — it  integrates  both 
software  and  hardware,  and 
leads  all  others  in  price/ 
performance.  It  is  the  most 
advanced,  most  powerful 


logic  analyzer  available 
anywhere. 


The  K-105  is  another  example 
of  Gould's  dedication  to  inno- 
vation and  quality  in  the  test 
and  measurement  market. 
Through  its  interrelated  tech- 
nologies and  products,  Gould 
also  serves  the  minicomputer, 
factory  automation,  medical 
instrumentation,  defense, 
semiconductor  and  materials 
markets. 


For  more  information  on  the 
new  K-105  and  our  company, 
write:  Gould  Inc.,  Dept.  L, 
10  Gould  Center,  Rolling 
Meadows,  IL  60008. 


■> 


Electronics 


G 

Chessie  System  Railroads 


Seaboard  System  Railroad 


Texas  Gas  Resources 


Chessie  System  Railroads.  Seaboard  System 
Railroad  and  Texas  Gas  Resources  are  major 
units  o(  CSX  Corporation  £  1984  CSX  Corporation 


CSX  Corporation  continues 
to  grow  where  its  strength 
lies— in  transportation  and 
natural  resources. 

Since  its  formation  in 
1980',  CSX  has  held  major 
energy  interests,  including 
over  1.3  billion  tons  of  recov- 
erable coal  reserves  and 
leasing  rights  to  more  than 
500,000  acres  of  oil  and  gas 
properties. 

At  the  same  time,  CSX's 
railroad  systems,  the  Chessie 


IX  Corporation 
engthens  Its  Financial 
ibility  By  Merger  With 
xas  Gas  Resources. 


rid  Seaboard,  have  been 
ruling  more  coal  for 
Dmestic  and  export  use 
an  anyone  else. 

But  the  merger  with  Texas 
as  Resources  does  more 
tan  increase  CSX's  assets 
over  $10  billion  while  add- 
g  oil  and  gas  exploration 
nd  development  ventures 
round  the  world. 

Because  the  6,000 -mile 
seas  Gas  Resources  pipe- 
ie  not  only  transports 


natural  gas  to  supply  the 
Southeast,  Midwest  and 
Northeast.  Its  more  than 
$2  billion  in  revenues  also 
serve  as  a  vital  energy 
source  to  fuel  future  growth 
for  America's  transporta- 
tion and  natural  resource 
leader. 

For  more  information, 
write  to  CSX  Corporate 
Communications,  PO.  Box 
C-32222,  Department  B-4A, 
Richmond,  VA  23261. 


CSX 
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The  balding,  the  sun-sensitive,  the  tradi- 
tional and  the  shifty-eyed  never  gave  up 
hats.  But  its  the  peacocks  and  peahens  the 
industry  is  trying  to  shade  now. 


Are  hats  making 
a  comeback? 


Depression-era  unemployed  in  Manhattan 
No  jobs,  but  well  topped. 


By  Neal  Koch 


T|  here  was  a  time  when  every 
man  worth  a  suit  of  clothes 
wore  a  hat.  Even  if  he  didn't 
have  a  job  (see  photo,  top  right).  Well, 
that  fashion  isn't  likely  to  be  so  uni- 
versal soon  again,  but  hatmakers 
aren't  complaining — for  a  change.  Fe- 
doras and  Stetsons,  bush  hats  and  der- 
bies, boaters  and  Panamas  are  on  a  lot 
more  male  heads — and,  especially,  fe- 
male heads — than  at  any  time  since 
the  slow  years  beginning  with  the 
presidency  of  JFK,  who  was  usually 
hatless. 

Spokesmen  say  they  expect  retail 
hat  revenues  this  year  to  approach 
198 l's  record  $1.5  billion— but  with 
an  important  difference.  In  1981  the 
industry  was  riding  the  rhinestone- 
cowboy  craze  that  seems  to  have  pe- 
tered out.  These  days  the  real  McCoy 
is  becoming  popular  again. 

Why  have  hats  been  so  out  of  fash- 
ion? According  to  many  in  the  indus- 
try, three  generations  of  American 
men,  having  been  forced  to  wear  hats 
as  part  of  their  uniforms  during  World 
War  II,  Korea  and  Vietnam,  doffed 
them  permanently  upon  discharge. 

But  now,  says  Homer  Page,  who  is 
president  of  the  Headwear  Institute  of 
America,  a  trade  group,  the  wheel  of 
fashion  has  come  full  circle  with 
young  people.  "They  buy  hats,"  Page 
says,  "because  their  preceding  genera- 
tion didn't." 

Not  to  be  discounted  is  the  return 
of  the  hat  to  stage  and  film. "Period 
productions  on  Broadway  and  movies 


The  old-fashioned  way,  at  Jay  Lord  Hatters 

Not  "tentative  and  diffident,"  like  ready -mades. 
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Go  for  it 


Despite  the  fact  that  hats,  espe- 
cially custom-mades,  have 
been  out  of  style  for  over  a  genera- 
tion, there  are  still  some  custom 
hatters  around.  Aging,  some  just 
hanging  on,  these  craftsmen  still 
turn  out  their  wares  at  close  to 
Depression  prices  in  many  cases. 

Oh,  there  are  the  ready-made 
jobs,  of  course.  They  are  less  ex- 
pensive and  won't  break  your  heart 
when  soiled  or  sat  upon.  But  as 
author  Tom  Wolfe,  a  canny  observ- 
er of  pop  culture,  puts  it,  ready- 
mades  are  "very  diffident,  very  ten- 
tative hats."  Custom-made  hats 
don't  cost  that  much  more.  Why 
not  go  for  it? 

Here,  a  list  of  American  shops 
where  a  gentleman — or  a  lady — 
can  still  obtain  a  proper  man's  top- 
per. Some  custom,  some  not. 

Jay  Lord  Hatters,  Ltd.,  30  West 
39th  Street,  New  York,  N.Y. 
10018;  (212)  221-8941.  Custom- 
and  ready-made.  One  of  the  oldest 
in  the  business.  Wolfe  says  he  took 
his  business  here  after  receiving  a 
"nasty"  letter  from  Burton  Ber- 
insky,  one  of  the  owners.  It  seems 
he  didn't  much  like  the  hats  Wolfe 
had  been  wearing  and  duly  re- 
proached him.  Some  favorites:  the 
Trilby,  $70,  and  Fedoras,  21/2-inch 
brim,  $65  to  $100. 

J.J.  Hat  Center,  1276  Broadway, 
New  York,  N.Y.  10001;  (212)  244- 
8860.  Ready-mades.  Claims  to 
stock  more  than  10,000  hats  in 
about  350  styles.  Manager  John 
Lambert  Jr.  says  his  customers 
range  from  Dick  Cavett  to  Captain 
Kangaroo.  Fills  mail  orders  within 
two  days. 

VanDyke  Hatters,  848  Avenue  of 
the  Americas,  New  York,  N.Y. 
10001;  (212)  683-6266.  Ready- 
mades  with  a  dwindling  supply  of 
custom-mades.  The  Esquire, 
choice  of  five  colors,  sells  for  $35. 
Owners  Martin  and  Atalie  Schild- 
kraut,  both  in  their  70s,  may  lose 
their  lease  because  of  rising  neigh- 
borhood rents,  forcing  them  into 
retirement  and  their  almost  an- 
tique wooden  hatblocks,  used  to 
craft  their  products,  onto  the  auc- 
tion block — cheap. 

Worth  &  Worth,  Ltd.,  331  Madi- 
son Avenue,  New  York,  N.Y. 
10017;  (212)  867-6058.  For  mail  or- 
ders, dial  800-HAT-SHOP  day  or 
night.  Ready-mades.  Another  fam- 
ily operation.  Black  touch-of-mink 


dress  hat,  $350. 

Meyer  the  Hatter,  120  St. 
Charles  Avenue,  New  Orleans,  La. 
70130;  (504)  525-1048.  Ready- 
mades.  But,  with  three  floors  full, 
Sam  Meyer  claims  they're  the  only 
complete  hatter  left  in  the  South. 
Four  generations  have  been  at  the 
same  stand  since  1894.  Panamas, 
$27  to  $110. 

Henry  the  Hatter,  1307  Broad- 
way, Detroit,  Mich.  48226;  (313) 
962-0970.  Ready-mades.  Renova- 
tions. Owner  Paul  Wasserman 
claims  to  import  half  his  100  mod- 
els, offering  South  African  safari 
hats  as  well  as  English  molded  and 
tweed  caps,  $25  to  $100. 

Montecristi  Custom  Hat  Works, 


A  well-turned,  hand-tuned  topper 
Custom-made  for  under  $100. 


118  Galisteo  Street,  Santa  Fe,  N.M. 
87501;  (505)  983-9598.  Custom, 
with  some  ready-mades.  The  place 
for  the  Western  and  Panama  looks, 
when  price  is  no  object.  Owner 
Milton  Johnson  makes  regular  for- 
ays to  Ecuador  to  place  orders  with 
the  few  remaining  expert  weavers 
of  Panamas.  Johnson  says  he  ped- 
dled one  Panama  for  $1,200  to  an 
East  Coast  entrepreneur  and  is 
courting  orders  for  a  $5,000  to 
$6,000  masterwork.  It  will  take 
three  years  to  weave. 

Paul's  Hat  Works,  6128  Geary 
Boulevard,  San  Francisco,  Calif. 
94121;  (415)  221-5332.  Custom- 
mades.  Owner  Michael  Harris  says 
that  while  he'll  make  any  type  of 
hat,  he  specializes  in  authentic  Ec- 
uadoran Panamas,  which  sell  for  as 
much  as  $2,000.  "They're  more 
than  just  hats,"  he  says.  "They're 
investments. " — N.K. 


Personal 
Affairs 


and  television  programs  such  as  Annie 
Hall,  Raiders  of  the  Lost  Ark,  Brideshead 
Revisited  and  Chariots  of  Fire  put  hats 
back  in  the  public  eye.  Among  the 
fastest  movers  at  Meyer  the  Hatter's 
legendary  shop  in  New  Orleans  is  the 
gambler  Panama  worn  by  Clark  Gable 
in  Gone  With  the  Wind. 

And  as  power  comes  increasingly  to 
American  women,  they  are  apparent- 
ly feeling  freer  to  borrow  men's  sym- 
bols of  same — especially  the  hat. 
Some  men's  hat  shops  report  one- 
quarter  of  their  customers  are  women 
buying  for  themselves. 

Some  men  have  been  wearing  hats 
so  long  they  feel  only  partially  dressed 
without  one.  Says  jazzman  Miles  Da- 
vis, "It  does  something  to  a  man.  It 
completes  his  whole  thing."  But  if  the 


New  Yorker  bracing  February  winds 


current  rekindled  interest  in  hats  is  to 
last,  tomorrow's  buyers  of  quality 
chapeaux  have  to  be  weaned  on  some- 
thing. And,  according  to  The  New 
Yorker  writer  Calvin  Trillin,  they  are. 
There  has  been,  he  says,  a  technologi- 


Chicagoan  pushing  the  season  a  bit 


cal  breakthrough  that  is  covering 
American  heads  like  nothing  ever  be- 
fore: "Some  genius,  somewhere,  so  far 
unrecognized,  invented  the  one-size- 
fits-all  baseball  cap." 
It's  a  start. 


Discounted  bonds  bought  on  margin  offer 
tax-blessed  returns.  But  scrutinize  the  costs 
and  assess  the  risks  before  buying. 

Margins  for  error 


By  William  Baldwin 


T|  he  mere  fact  that  you  can  put 
up  only  5  cents  on  the  dollar  to 
buy  U.S.  Treasury  bonds,  and 
borrow  the  remaining  cash  from  your 
broker  at  an  attractive  rate,  has  al- 
ways intrigued  big  speculators.  Heavy 
hitters  have  made  and  lost  fortunes 
with  that  kind  of  leverage  during  peri- 
ods of  rapidly  changing  interest  rates. 

But  nowadays,  Treasury 
bonds  on  margin  are  being 
sold  as  a  sort  of  tax  shel- 
ter. It  has  become  very 
popular  to  buy  top-rated, 
discounted  bonds  shy  of 
maturity  simply  for  the 
nice  returns  that  are  pos- 
sible, when  you  consider 
the  gentle  tax  treatment 
they  receive. 

Indeed,  at  first  blush, 
the  scheme  looks  almost 
foolproof.  The  tax  gim- 
mick is  this:  The  interest 
paid  to  the  broker  to  fi- 
nance the  purchase  is  ful- 


ly deductible  in  appropriate  cases.  But 
the  income  from  the  security  is  either 
partly  tax-deferred  or,  even  better, 
taxed  as  a  long-term  capital  gain. 
After  all  the  number-crunching,  big 
investors  are  supposed  to  wind  up 
with  double-digit  returns  after  taxes. 

Small  wonder  the  margined  Trea- 
sury bond  business  has  been  booming. 
In  recent  years  A.G.  Becker  Inc.  alone 
has  wrapped  up  $1.5  billion  worth  of 


trades  with  margined  T  bond  pur- 
chases. Cantor,  Fitzgerald  &  Co.'s 
similar  scheme,  using  bankers'  accep- 
tances instead  of  T  bonds,  was  recent- 
ly given  a  boost  in  a  Money  magazine 
cover  story  on  sure-thing  tax  strate- 
gies. Smart  investors  immediately  be- 
came wary.  As  we  shall  see,  there  is  a 
sizable  fly  in  the  ointment. 

Consider  this  hypothetical  case 
from  Vice  President  Richard  K.  Parker 
of  A.G.  Becker's  New  York  office.  In 
early  February  a  customer  buys  $1 
million  worth  of  the  8%  U.S.  Trea- 
sury issue  maturing  Feb.  15,  1985. 
Because  the  coupon  is  below  going 
interest  rates,  the  bond  trades  at  a 
discount — at  a  bit  more  than  98.5 
cents  per  dollar  of  face  value.  Since 
the  bond  will  be  paid  off  at  par  next 
year,  this  built-in  capital  gain  of  about 
1.5%  brings  the  total  yield  to  9.5%. 

Becker  will  take  the  order 
with  only  $50,000  down 
(not  counting  an  accrued- 
interest  tab  refunded  a 
few  days  later).  The  bal- 
ance of  the  purchase  price 
is  financed  on  a  month-to- 
month  basis  at  the  going 
"repo"  rate  on  repurchase 
agreements,  currently 
9.55%.  That  interest  is 
tax-deductible  if  the  buyer 
has  enough  investment 
income  (such  as  dividends 
and  short-term  gains)  to 
qualify.  And  some  of  the 
return  on  the  bond  is  tax- 
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BALLY 


OF  SWITZERLAND 


The  difference  between  dressed,  and  well  dressed." 


Handbags 


Small  Leather  Goods 


Accessories 


Ed  Mitchell,  Westport,  Conn.;  K.  Barchetti  Shops,  Pittsburgh;  Nordstrom,  California; 
Raleighs,  Washington,  D  C.;    Wallachs,  New  York 

For  free  brochure  write:  Adam,  One  Bally  Place,  New  Rochelle,  New  York,  10801. 


The  previous  bull  market  in 
securities  occurred  in  the  late 
1960s. 

The  previous  bull  market  in 
BMW  733i's  occurred  in  1983. 
Before  that,  in  1982.  Then  1981, 
1980,  1979.... 

In  fact,  the  demand  for  the 
733i  has  exceeded  supply  for  sev- 
eral years  running. This  perennial 
bull  market  in  733i's  is  easily 
explainable.  They  offer  an  array  of 
attributes  supplied  by  no  other 
luxury  sedan  in  the  world. 

In  fact,  "to  enter  the  733i," 
as  Auto  Week  put  it  "is  to  leave 
the  outside  world"— and  enter  a 
demonstrably  more  civilized  one 
of  richly-grained  wood  dash  and 
door  paneling,  electrically-con- 
trolled seats,  deep-furrowed  fine 
leather  upholstery,  and  every 
other  amenity  short  of  excess. 

All  this  is  accompanied  by 
the  sort  of  technology  that 
doesn't  simply  match  state  of  the 
art  but  rather  defines  it. 

Technology  in  the  form  of  a 
computer-controlled  engine  man- 
agement system  (Digital  Motor 
Electronics)  based  on  the  one  that 
powered  this  year's  Formula  One 
Grand  Prix  World  Champion.  A 
finely-calibrated  steering  system 
that  provides  a  sense  of  tactile 
(rather  than  remote)  control  over 
the  vehicle.  And  an  internationally 
patented  suspension  for  handling 
that  makes  conventional  luxury 
sedans  bearish  by  comparison. 

It's  this  combination  of  sheer 
civility  and  engineering  prowess 
that  makes  the  733i  unique— and 
none  too  easy  to  buy. 

Since  it  will  again  arrive  in 
extremely  limited  numbers,  we 
suggest  that  those  interested  pur- 
sue their  interest  soon. 

At  $36,335,:::the733i  is 
clearly  a  thinly-traded  issue.  But 
the  technical  support  is  massive 
and  the  fundamentals  are  superb. 

"Manufacturer's  suggested  retail  price.  Actual  price  de- 
pends on  dealer  Price  excludes  state  and  local  taxes, 
dealer  prep  and  destination  and  handling  charges 
©  1984  BMW  of  North  America,  Inc  The  BMW  trade- 
mark and  logo  are  registered 


THE  ULTIMATE  DRIVING  MACHINE. 


deferred,  since  only  one  semiannual 
coupon  is  paid  in  1984  and  the  other  is 
paid  in  1985.  Further,  there  is  the 
1.5%  gain  that  is  taxable  at  only  20% 
because  it  is  long  term. 

Then  why  isn't  the  whole  world 
flocking  to  the  bond  sellers?  One, 
there  is  more  risk  than  meets  the  eye; 
and  two,  there  are  costs  that  don't. 

A.G.  Becker's  Parker  is  quick  to 
concede  the  risks  of  leverage.  If  the 
broker's  lending  rates  shoot  up,  carry- 
ing the  repo  loan  could  cost  a  lot  more 
than  the  current  9.55%.  Meanwhile, 
the  return  on  holding  the  T  bond  to 
maturity  is  fixed  at  9.5%.  Parker 
rightly  points  out  that  the  deal  could 
be  even  sweeter  if  monthly  repo  rates 
fall  a  bit  over  the  next  year.  But  it's 
still  a  risk,  and,  as  we  shall  see,  there 
are  purer  and  simpler  plays  in  the 
interest  game,  if  that  is  what  you 
want  to  play. 

Interest  rate  risks  aside,  let's  look 
closer  at  costs,  starting  with  borrow- 
ing costs.  For  one  thing,  repo  rates  are 
calculated  on  a  360-day  year.  (Don't 
ask  why,  they  just  are.)  Also,  the  repo 
compounds  monthly,  while  the  bond 
compounds  semiannually.  This 
brings  the  effective  yield  on  the  bond 
to  9.7%,  while  the  effective  cost  of 
the  borrowed  money  is  1 0. 1  % ,  not  the 
9.55%  you  might  have  assumed.  That 
is  a  negative  spread  of  only  0.4%,  but 
remember  we're  talking  about  $1  mil- 
lion of  principal.  Then  there  is  the 
markup  built  into  the  price  of  the 
bond,  the  broker's  grease  of  about  3/s  of 
a  point,  or  $3,750.  So  your  annual 
pretax  return  on  the  $50,000  outlay, 
assuming  repo  rates  go  neither  up  nor 
down,  is  negative — minus  4%.  The 
aftertax  return  would  be  a  positive  5% 
for  a  top-bracket  investor.  That's 
nothing  to  brag  about. 

Parker  insists,  of  course,  that  he 
would  sell  this  deal  only  to  someone 
expecting  interest  rates  to  go  lower, 
with  the  result  that  the  aftertax  re- 
turn would  be  higher.  But  anyone  who 
wants  to  bet  on  interest  rates  can  get  a 
better  deal  in  the  financial  futures 
market.  The  professionals  who  trade 
there  are  convinced  that  rates  will 
move  up  over  the  next  year  and,  as  a 
result,  are  offering  bargains  to  the 
contrarian  investor.  Purchasing  $1 
million  each  of  the  June,  September 
and  December  T  bill  futures — with 


roughly  the  same  total  risk  as  on  the 
8%  T  bond— will  yield  a  $4,925  trad- 
ing profit  after  commissions,  if  T  bill 
rates  merely  stay  flat  for  the  next 
year.  Annual  aftertax  return  for  an 
investor  who  did  this  with  $25,000  of 
equity  in  his  futures  account,  several 
times  the  minimum  amount  of  mar- 
gin required,  would  be  18%.  Note: 
That  is  aftertax. 

Jay  Goldinger,  a  broker  at  Cantor, 
Fitzgerald  in  Beverly  Hills,  Calif.,  has 
made  a  career  of  tax-favored  margin 
trades.  He  doesn't  use  Treasury  secur- 
ities at  all,  preferring  the  slightly 
higher  yields  on  corporate  bonds  like 
the  AT&T  4%s.  of  1985.  With  the 
better  yield,  however,  arrives  credit 
risk.  If  AT&T  gets  into  financial  trou- 
ble, the  sheriff  will  come  to  take  away 
your  house. 

Goldinger  also  sells  $1  million 
bankers'  acceptances  and  certificates 
of  deposit  for  only  $15,000  down. 
These  short-term  securities  offer  no 
capital  gains  conversion,  only  the  de- 


ferring of  income  from  one  year  to  the 
next.  Goldinger  says  a  typical  trade 
would  involve  buying  a  two-  or  three- 
month  bankers'  acceptance  in  the  fall, 
with  interest  income  arriving  in  the 
next  tax  year  but  interest  expenses 
deductible  this  year.  Can  his  custom- 
ers have  thought  through  the  arith- 
metic? At  present  interest  rates,  a  77- 
day  bankers'  acceptance  bought  in 
October  would  defer  $20,000  of  in- 
come for  a  year.  For  a  50% -bracket 
investor  this  means  not  a  $10,000  sav- 
ing but  merely  an  interest-free,  one- 
year  loan  from  the  tax  collector. 
What's  that  worth?  Again  considering 
the  buyer's  tax  rate,  only  about  $500. 
For  this  he  would  incur  over  $1,000  in 
economic  losses,  assuming  no  change 
in  interest  rates,  thanks  to  commis- 
sions and  a  markup  Cantor,  Fitzgerald 
applies  to  the  repo  financing.  Figuring 
in  the  tax  benefit,  the  annual  return 
would  be  minus  1.8%. 

Can  saving  on  taxes  be  worth  all 
these  risks? 


Anyone  with  a  bright  idea  can  start  his 
own  company.  Ah,  but  to  make  that  idea 
work  while  still  remaining  on  the  company 
team,  that  takes  the  right  stuff. 


The  genius 
within 


By  Maria  Fisher 


T|  he  IBM  PC  story  is  the  stuff  of 
instant  legend.  Giant  corpora- 
tion competes  with  two  guys  in 
a  garage  by  building  its  own  garage. 
IBM's  best  and  brightest  toiled  in  hid- 
ing for  a  year,  emerging  with  the  now 
ubiquitous  PC.  Philip  Estridge,  the 
group's  leader,  was  rewarded  with  the 
presidency  of  an  entire  new  division 
at  Big  Blue. 

Does  your  blood  race  when  you 
hear  that  story?  Then  you  could  be  a 
budding  "intrapreneur."  That  is,  a 
budding  entrepreneur  who  is  willing 
to  give  his  idea  birth  within  a  corpora- 
tion rather  than  rush  out  and  rent  a 
garage. 

Some  major  corporations — most 
notably  IBM,  3M,  GE,  Intel,  Hewlett- 


Personal  Affairs 


Careers 


Packard  and  Control  Data — recognize 
that  it's  worth  bending  the  rules  to 
keep  talent  from  leaving.  The  differ- 
ence between  these  internal  ventur- 
ists  and  traditional  project  leaders  is 
simple:  more  autonomy  and  fewer  bu- 
reaucratic hassles.  For  the  intrapren- 
eur, it  boils  down  to  greater  risk  and 
greater  reward. 

Do  you  have  the  right  idea  and  the 
right  stuff  to  be  an  intrapreneur? 
Pause  before  answering.  The  profile  of 
a  successful  intrapreneur  isn't  so  flat- 
tering. First  and  foremost,  he  or  she 
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may  be  an  insufferably  driven  individ- 
ual. "If  I  were  God  and  I  really  hated 
somebody,  I'd  make  him  a  venturist; 
they  are  possessed  with  their  ideas," 
says  Don  Gamache,  president  of  Inno- 
tech,  a  consulting  firm  that  special- 
izes in  helping  corporations  identify 
new  products,  services  and  markets. 
Not  content  with  talking  about  his 
dreams,  the  intrapreneur  has  to  see 
them  on  the  production  line. 

Nor  is  it  enough  to  have  a  great  idea 
and  the  boundless  energy  to  make  it 
work.  To  get  a  slice  of  your  company's 
R&D  budget,  you  must  have  a  mentor 
running  interference  for 
you.  This  person — in  ef- 
fect, a  sponsor — is  usually 
two  or  three  levels  above 
you,  knows  your  work 
and,  more  important, 
plays  ball — maybe  golf — 
with  top  management.  He 
must  be  able  to  get  sup- 
port for  the  project  on  the 
basis  of  his  reputation  and 
the  quality  of  your  busi- 
ness plan,  in  that  order. 

Remember  that  in 
many  large  corporations 
truly  new  ideas  are  about 
as  welcome  as  herpes. 
"Any  new  idea  has  three 
basic  things  going  against 
it,"  explains  Dick  Caw- 
ley,  president  of  Rain  Hill  Group,  a 
New  York  consulting  firm.  "It  con- 
sumes capital,  overthrows  entrenched 
technology  and  destroys  people's  ca- 
reers. It  is  an  ulcer  inside  any  large 
organization." 

Given  this  reality,  you  need  to  at- 
tract a  sponsor  who  believes  in  you 
and  your  idea  enough  to  stick  his  neck 
out  for  you.  After  all,  he,  too,  is  at 
risk.  Gifford  Pinchot  III,  a  New  Ha- 
ven, Conn. -based  consultant  who  ad- 
vises corporations  on  intrapreneurial 
growth,  suggests  attracting  attention 
by  a  series  of  small  successes  first, 
then  proposing  the  Big  Idea. 

"The  intrapreneur  shouldn't  pro- 
mote his  idea  too  much,"  Pinchot 
says,  "because  that  can  draw  more  fire 
than  support."  Not  only  will  broad 
exposure  invite  more  flak,  it  could 
prematurely  age  a  project.  "When  ev- 
eryone hears  about  your  idea  the 
clock  starts  running,"  says  Pinchot. 
Projects  of  any  complexity  can  take 
years  to  get  to  market,  and  the  nay- 
sayers  in  your  company  will  try  to  cut 
that  short.  To  give  yourself  as  much 
time  to  develop  the  product  as  possi- 


ble, Pinchot  advises  talking  to  people 
mostly  on  a  need-to-know  basis,  one 
of  the  hardest  things  an  enthusiastic 
idea  man  can  do. 

Let's  assume  your  reputation  wins 
you  a  sponsor.  The  next  critical  hur- 
dle is  the  business  plan.  And  make  no 
mistake  about  it:  Your  business  plan, 
once  it  is  submitted,  will  get  you  your 
capital  or  a  final  no  in  a  hurry. 

Painful  as  it  may  be  to  write,  Pin- 
chot argues,  the  plan  will  force  you  to 
clarify  where  the  business  is  going 
and  how  it  will  get  there.  No  new 
business  develops  precisely  as 
planned.  That's  not  the  point.  It  takes 
a  well-conceived  plan  to  convince  top 
management  of  your  seriousness. 

An  effective  plan  draws  on  many 
disciplines,  and  probably  you  are  only 


trained  in  one — say,  engineering  or 
marketing.  You  may  need  help  from 
several  departments — accounting,  le- 
gal (if  licenses  are  required),  market 
research  and  possibly  R&D.  Indeed, 
Dr.  Robert  Adams,  senior  vice  presi- 
dent of  technology  services  for  3M, 
says  getting  that  cooperation  is  part  of 
the  game.  "One  key  to  success  is  how 
much  bootlegging  the  person  can  do — 
how  much  free  help  he  can  get  from 
friends  in  other  departments." 

There  is  a  critical  difference  be- 
tween the  business  plans  of  the  entre- 
preneur and  the  intrapreneur.  The  for- 
mer, after  all,  is  trying  to  win  over 
venture  capitalists.  But  the  intrapre- 
neur has  to  demonstrate,  among  other 
things,  that  his  project  will  fit  within 
the  corporation's  strategy.  Pinchot, 
who  runs  seminar  sessions  on  writing 
such  business  plans,  notes  that  this 
part  of  the  plan  must  be  drafted  with 
some  political  skill.  If  the  project  ap- 
pears too  close  to  the  existing  busi- 
ness, the  effort  will  seem  redundant 
or  will  step  on  others'  toes.  Not 
enough  synergy,  on  the  other  hand, 
will  suggest  that  the  project  is  better 


spun  off  or  dropped. 

The  rest  of  the  plan  is  standard 
stuff:  description  of  the  product  and 
the  market,  the  financials  and  month- 
by-month  targets.  In  the  section  de- 
scribing the  players,  Pinchot  stresses 
a  lesson  from  venture  capitalists: 
"When  they  evaluate  a  venture  oppor- 
tunity, the  most  important  factor  is 
the  team.  In  contrast  to  what's  done 
at  most  corporations,  they  place  80% 
of  their  decision  on  the  team.  Only 
20%  rests  on  all  other  factors,  such  as 
the  quality  of  the  idea  and  the  rest  of 
the  business  plan." 

Innotech's  Don  Gamache  concurs: 
"There  are  only  a  few  rules  in  manag- 
ing new  ventures,  inside  or  outside  a 
company:  Pick  the  right  people,  give 
them  broadstroke  performance  goals 
and  leave  them  alone." 

And  here,  even  if  all 
else  goes  well,  the  venture 
can  fall  flat  on  its  face. 
Managers  do  not,  of 
course,  look  at  these  proj- 
ects the  way  venture  cap- 
italists do.  They  can  over- 
manage  a  project  to  death. 
"Most  intrapreneurs  have 
difficulty  dealing  with  au- 
thority; that's  why  they 
wanted  their  own  project 
in  the  first  place,"  says 
Pinchot.  "The  superior 
should  think  of  himself  as 
more  a  mentor,  less  a 
boss.  He  should  also  set 
out  specific  conditions 
under  which  to  take  con- 
trol of  the  project.  In  that  way  his 
ultimate  power  over  the  project  is  re- 
tained, but  he  won't  invoke  it  unless 
it's  absolutely  necessary." 

What  does  the  successful  internal 
venturist  get  for  his  trouble?  Titles, 
salary,  bonuses  and  equity  are  com- 
mon rewards,  but  they  are  seldom 
enough  by  themselves.  The  intrapre- 
neur needs  future  access  to  capital  to 
stick  around.  Pinchot  suggests  a  re- 
ward system  designed  to  retain  the 
successful  ones.  Say  a  company 
makes  $5  million  on  a  project.  The 
venturist's  share  might  be  10%,  but 
only  $50,000  in  cash.  The  rest  is  seed 
money  for  future  projects  within  the 
company.  The  incentive  should  be  to 
stay  and  use  that  capital,  not  to  take 
cash  and  start  up  his  own  business. 

In  some  corporations,  internal  ven- 
turing— and  retaining  talent — has 
long  been  a  way  of  life.  At  3M,  for 
example,  there  is  an  eleventh  com- 
mandment: "Thou  shalt  not  kill  a 
new  product  idea." 

Or,  put  another  way,  thou  shalt  not 
breed  thine  own  competition. 
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Edited  by  John  R.  Dorfman 

Playing  post  office 

Overnight  delivery  has  developed  into 
a  $4  billion  industry,  seemingly  over- 
night. That's  great  news  for  such 
couriers  as  Federal  Express,  Emery, 
Purolator  and  Airborne  Freight,  but  it 


months.  "I  figured  if  it  worked  there," 
he  says,  "it  would  work  anywhere." 
Since  then  Adler  has  added  World 
Mail  Centers  in  Los  Angeles  and  Ven- 
tura, Calif. 

Adler  has  negotiated  20%-to-50% 
discounts  with  every  major  courier 
except  United  Parcel  Service,  with 
whom  he  is  still  bargaining.  He 
charges  their  normal  rates  and  pock- 
ets the  difference.  "Let  the  couriers 
concentrate  on  what  they  do  best,  de- 
livery," he  says.  "We  take  on  the  ac- 
counts receivable  burden,  and  we  save 
them  money  because  they  have  to 
make  far  fewer  pickups." 

Adler  hopes  to  have  some  600 


Scott  Adler,  founder  of  World  Mail  Center,  Inc. 

If  it's  good  enough  for  the  ex-Postmaster  General. 


is  becoming  expensive  for  many  other 
companies,  whose  employees  are  us- 
ing the  services  indiscriminately. 

Scott  Adler  thinks  the  solution  is 
"private,  for-profit  post  offices"  of- 
fered by  World  Mail  Center,  Inc.  The 
company's  three  prototype  centers  do 
for  mailers  much  of  what  a  travel 
agent  does  for  airline  travelers.  Cus- 
tomers bring  their  packages  to  a 
World  Mail  Center.  There,  computer 
screens  offer  them  an  instant  list  of 
choices  for  package  delivery  to  any 
destination — pickup  and  delivery 
times,  rates  and  potential  discounts. 

Adler,  36,  an  electrical  engineer 
whose  last  job  was  testing  missiles  for 
the  Defense  Department,  founded  the 
company  after  several  frustrating 
package  delivery  experiences.  With 
$60,000  in  loans  and  personal  savings 
and  $500,000  more  from  other  private 
investors,  he  opened  the  first  World 
Mail  Center  in  November  1981  in  Ca- 
marillo,  Calif.,  a  town  of  57,000,  and 
generated  $250,000  in  revenues  in  six 


World  Mail  Centers  open  by  the  end 
of  1986,  two-thirds  to  be  franchised. 
But  not  store  by  store.  He  is  looking 
for  large-scale  franchisees  who  will 
buy  rights  to  geographic  areas  and 
guarantee  to  build  a  certain  number  of 
centers  within  three  years. 

R.B.  Marich,  Inc.,  which  owns  fran- 
chising rights  for  the  Denver  area, 
took  World  Mail  Center  public  last 
year  and  raised  some  $2  million.  Ad- 
ler says  the  company  lost  some 
$750,000  in  its  first  two  years  but  will 
be  in  the  black  by  the  end  of  this  year. 
His  4  million  shares  give  him  a  paper 
worth  of  over  $5  million.  One  man's 
interest  in  the  company  was  particu- 
larly pleasing  to  Adler,  and  perhaps  a 
bit  demoralizing  to  postal  workers: 
Former  Postmaster  General  Winton 
Blount  bought  300,000  shares  and  has 
joined  the  board. — Jay  Gissen 

Justice  at  a  price 

Litigants  found  out  long  ago  that  jus- 
tice comes  neither  cheap  nor  with 
dispatch.  Now  three  legal  entrepre- 
neurs are  trying  to  do  something 
about  that.  They  have  started  a  pri- 
vate, for-profit  court  called  Judicate. 
"We  cannot  singlehandedly  solve  all 
the  problems  plaguing  our  public 
court  system,"  says  Jerome  Staller, 
37,  president  and  cofounder,  "but  we 
will  provide  the  most  effective  alter- 
native available." 

Staller  has  worked  for  a  number  of 
years  as  a  forensic  economist  testify- 
ing on  economic  proof  of  damages  and 
liabilities.  His  partners  in  Judicate  are 
Alan  Epstein,  39,  a  practicing  attor- 
ney, and  Bernard  Siskin,  40,  a  profes- 


Indicate  President  Jerome  Staller 

At  $200  an  hour  the  wheels  grind  faster. 
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sor  of  statistics  at  Temple  University, 
in  Philadelphia,  who  frequently  testi- 
fies in  court  cases. 

Judicate  heard  its  first  case  in  Janu- 
ary, awarding  an  undisclosed  amount 
to  a  woman  passenger  injured  in  an 
auto  accident.  At  additional  cost,  liti- 
gants can  use  a  Judicate  appeals  court; 
they  also  retain  the  right  to  use  con- 
ventional courts.  Staller  hopes  to 
have  offices  in  several  cities,  each 
hearing  about  1,000  cases  a  year.  The 
fee  to  litigants  is  $600  per  three-hour 
session  ($1,000  for  complex  cases). 
The  average  case,  Staller  guesses,  will 
take  a  session  or  two  to  resolve. 
Judges  (selected  with  help  from  a  pan- 
el of  law  professors)  will  keep  half  the 
fee,  with  Judicate  taking  the  rest,  plus 
a  $75  filing  fee. 

"Remember,"  says  Staller,  "that 
with  legal  proceedings,  time  is  mon- 
ey. We  can  schedule  a  hearing  for  a 
case  within  a  few  weeks.  An  ordinary 
personal  injury  case  heard  in  a  state 
court  might  not  be  resolved  until  five 
years  after  the  accident.  Often,  every 
time  a  defense  attorney  picks  up  the 
case  folder  during  that  five-year  peri- 
od he  is  going  to  bill  the  client  for  a 
half  hour.  And  if  the  plaintiff's  attor- 
ney is  working  on  a  contingency  ba- 
sis, he  or  she  will  get  nothing  until  a 
settlement  is  reached.  We  believe  we 
can  cut  [the  process  in  most  cases]  to 
less  than  a  year." 

Private  courts  are  not  a  new  idea. 
Religious  courts  have  existed  for  cen- 
turies. The  American  Arbitration  As- 
sociation enjoys  a  brisk  demand  for  its 
services.  And  about  four  years  ago 
several  retired  California  judges  start- 
ed offering  their  services  on  an  indi- 
vidual basis  to  litigants.  But  anything 
that  promises  to  unclog  the  courts 
would  certainly  be  a  breath  of  fresh 
air.  It  might  be  a  business  opportunity 
as  well. — Stanley  W.  Angrist 


Small  boats  by  the  flagship 

The  New  Yorker  Magazine,  Inc.  has 
itself  been  shopping,  on  and  off  the 
avenue,  in  the  last  few  years.  It  now 
owns  33%  of  Raven  Press  Books,  Ltd., 
a  medical  book  and  journal  publisher; 
60%  of  Horticulture,  The  Magazine  of 
American  Gardening;  and  51%  of  The 
Cook's  Magazine.  Most  recently  it 
picked  up  10%  of  the  Terre  Haute 
Tribune-Star  Publishing  Co.,  which 
puts  out  the  Indiana  newspaper  by 
that  name.  These  are  in  addition  to  a 
printing  company  in  Colorado  and  a 
24%  interest  in  a  small  firm  in  the 
portable  computer  business.  Coming 
next  is  an  English-language  version  of 
the  French  fashion  magazine  ELLE. 
These  odds  and  ends  added  up  to 


New  Yorker  President  George  Green 
"Maturity  will  spawn  sons.  .  .  ." 


20%  of  estimated  total  revenues  of 
$73  million  last  year  and  some  20%  of 
estimated  profits  of  $5.5  million.  Why 
all  these  smaller  boats  alongside  the 
company's  elegant  flagship?  "The 
magazine  publishing  business  is  gen- 
erally quite  cyclical,"  says  George 
Green,  the  company's  45-year-old 
president.  "These  diversification 
moves  are  a  way  to  cut  back  on  the 
hills  and  valleys." 

The  New  Yorker  Magazine,  Inc. 
may  be  concerned  about  plateaus  as 
well.  Its  namesake  carried  3,883  ad- 
vertising pages  in  1973  and  an  almost 


identical  3,897  a  decade  later.  Circu- 
lation was  483,500  ten  years  ago  and 
is  508,406  now.  Last  year  advertising 
pages  dropped  about  7%  from  1982. 

Green  says  candidly  that  The  New 
Yorker  may  now  be  in  its  "maturity" 
and  that  "there  is  more  room  for 
growth  outside  The  New  Yorker."  He 
adds,  with  biologically  irrefutable  log- 
ic, "It  stands  to  reason  that  maturity 
will  spawn  sons  and  daughters." 

Breeding,  apparently,  counts  for 
something:  The  contribution  those 
sons  and  daughters  are  making  to  the 
bottom  line  is,  as  a  percentage  of  rev- 
enues, right  in  line  with  that  of  the 
parent.  Return  on  equity  for  the  com- 
pany as  a  whole  has  been  between 
22%  and  24%  for  the  past  two  years. 
That  is  down  from  the  30%  peak  in 
1981,  but  it  is  considerably  better 
than  the  13% -to- 17%  levels  of  the 
mid-Seventies. — Jinny  St.  Goar 

Dressing  up  Broadway 

He  calls  Anthony  Quinn  "Tony,"  reg- 
ularly brings  scripts  home  to  his  14- 
room  Park  Avenue  apartment  and  ar- 
rives at  his  Broadway  openings  in  a 
1983  chauffeur-driven  black  Mer- 
cedes. But  John  Pomerantz  insists  the 
six  shows  he  is  coproducing  in  New 
York  at  the  moment  are  only  a  hobby. 

Pomerantz'  serious  work  is  running 
The  Leslie  Fay  Co.,  a  $400  million 
(sales)  maker  of  dresses,  skirts, 
blouses  and  sportswear  that  went  pri- 
vate in  1982.  Leslie  Fay  no  longer  pub- 
lishes sales  or  earnings  figures,  but 
Pomerantz  says  pretax  1983  earnings 
were  about  $40  million. 

Pomerantz  now  owns  25%  of  Leslie 


John  Pomerantz,  CEO  of  The  Leslie  Fay  Co. 
Broadway?  Just  a  lucrative  hobby. 
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American  Satellite. 

When  Federal  Express  absolute! 


When  the  leader  in  overnight 
delivery  needed  immediate,  accurate 
communications  for  tracking  and  de- 
livering the  thousands  of  small  pack- 
ages and  documents  it  handles  each 
day,  it  turned  to  the  leader  in  satellite 
communications — American  Satellite4 

We  developed  the  largest  private 
satellite  communications  network  in 
existence  today  for  Federal  Express 


which  will  help  trim  its  yearly  long- 
distance communications  costs  by 
up  to  25%. 

And  to  make  this  network  the 
most  sophisticated  commercial  satel- 
lite service  available  today,  American 
Satellite  combines  large  amounts  of 
information  from  a  variety  of  locations 
into  a  single  data  stream  for  quick,  accu- 
rate and  economical  communications. 


It  comes  to  this:  when  you 
absolutely,  positively  need  faster, 
more  accurate  communications,  talk 
to  the  leader — American  Satellite. 

For  more  information,  write 
American  Satellite  Company,  1801 
Research  Blvd.,  Dept.  G-403,  Rock- 
ville,  MD  20850-3186,  (301)  251-8333. 

Between  heaven  and  earth 
there's  little  we  can't  do™ 


American  Satellite  is  a  partnership  between  Continental  Telecom  Inc.  and  Faircnlld  Industries 
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Talent  agent  Richard  Leibner  of  N.S.  Bienstock 
A  flesh  peddler?  How  dare  they? 


Fay,  which  is  worth  about  $40  mil- 
lion. That's  a  nice  profit  indeed.  Two 
years  ago,  when  he  had  3%  of  the. 
public  company,  his  holding  was 
worth  only  $1.8  million. 

Earlier  this  year  Pomerantz  consid- 
ered taking  the  company  public  again. 
When  Wall  Street  wouldn't  meet  his 
asking  price,  however,  he  backed  off 
and  arranged  a  leveraged  buyout  of  the 
company  for  $169  million.  Under 
terms  of  the  plan  the  50-year-old 
Pomerantz  and  two  other  managers 
will  retain  approximately  25%,  with 
Odyssey  Partners,  private  investor  Ira 
Heckler,  Goldome  Bank  for  Savings 
and  other  investment  companies  con- 
trolling the  rest. 

Even  in  February  1983,  though,  Po- 
merantz was  feeling  flush.  He  invest- 
ed $50,000  with  producer  Kenneth 
Greenblatt  in  the  show  My  One  and 
Only.  By  September  he  had  joined 
Greenblatt  as  a  full  partner.  His  own 
theatrical  investments  last  year 
topped  $500,000.  In  return,  he  now 
owns  positions  in  such  top  shows  as 
Zorba,  la  Cage  awe  Folles  and  Nine. 
Pomerantz  invested  $225,000  in  La 
Cage  aux  Folles  and  predicts  he  will  get 
back  10  to  20  times  that  amount. 

Much  of  Pomerantz'  attraction  to 
Broadway  appears  to  be  an  opportuni- 
ty to  get  to  know  stars  like  Gene  Barry 
on  a  personal  basis.  Recently  he  spent 
$25,000  for  a  2-foot  abstract  marble 
statue  by  Anthony  Quinn.  He's  also 
happy  that  as  a  producer  he'll  be  vot- 
ing this  year  for  the  Tony  awards, 
Broadway's  version  of  the  Oscars. 

"I  got  involved  because  theater  is 
exciting,"  he  says,  "but  I'm  a  dress 
man.  I  never  wanted  to  do  anything 
except  run  a  company  in  the  garment 
center." — Jeffrey  A.  Trachtenberg 


Cashing  in  on  the  news 

Richard  Leibner  was  hurt.  The  presi- 
dent of  CBS  News  had  publicly  called 
him  a  flesh  peddler.  "To  do  this  job 
you've  got  to  be  aggressive,  confident 
and  quick-speaking,"  he  says,  but 
that's  not  the  same  as  peddling  flesh. 

Leibner,  44,  may  be  the  most  suc- 
cessful agent  representing  TV  and  ra- 
dio newscasters.  His  most  famous 
deal  was  a  multimillion-dollar  pack- 
age for  Dan  Rather:  One  rumor  puts  it 
at  $8  million  for  five  years.  Others  he 


represents  include  Daniel  Schorr, 
Richard  Threlkeld  and  Morley  Safer, 
all  of  whom  earn  substantial  six-fig- 
ure salaries. 

"My  clients  deserve  their  salaries," 
he  says.  "They  are  legitimate  journal- 
ist heavyweights.  I've  never  negotiat- 
ed with  a  gun  in  my  hand." 

Who  needs  a  gun?  Late  last  year 
CBS  feared  that  Leibner  was  about  to 
lead  a  number  of  stars,  including 
Andy  Rooney,  to  greener  pastures.  It 
didn't  happen,  but  since  he  also  repre- 
sents the  likes  of  Mike  Wallace,  Ed 
Bradley  and  Diane  Sawyer,  CBS  brass 
naturally  get  nervous  when  they  see 
Leibner.  Of  his  300  or  so  clients, 
about  100  work  for  CBS. 

An  agent  for  20  years,  Leibner  gross- 
es over  $2  million  annually,  trade  re- 
ports say.  On  a  commission  of  5%  to 
7%,  this  means  he  negotiates  con- 
tracts worth  more  than  $30  million. 

What  does  an  agent  do?  "You  watch 
a  lot  of  news,  screen  a  lot  of  tapes  [four 
hours'  worth  a  day,  he  says]  and  know 
what  people  want."  He  has  four  video- 
cassette  recorders  in  his  house  in 
Great  Neck,  N.Y.,  one  more  in  his 
house  in  Saltaire  on  Fire  Island,  N.Y., 
and  a  dozen  more  in  his  New  York 
City  offices. 

Leibner  didn't  set  out  to  be  an 


agent.  He  earned  an  accounting  de- 
gree and  went  into  business  with  his 
father,  Sol,  who  was  John  Steinbeck's 
business  manager.  An  insurance 
salesman  named  Nate  Bienstock  sold 
Steinbeck  a  policy  through  the 
Leibners.  Bienstock  later  became  a 
TV  agent  and  remembered  the 
Leibners  when  he  wanted  to  sell  out. 
That's  why  Leibner 's  agency  is  still 
called  N.S.  Bienstock. 

"In  our  first  year  we  grossed 
$48,000  with  25  clients,"  Leibner  re- 
calls. "Dan  Rather's  first  CBS  con- 
tract is  still  here,  for  example.  It  paid 
him  less  than  $400  a  week." 

The  agent  says  he  doesn't  solicit 
new  accounts,  although  he  admits  he 
would  like  to  represent  such  new  me- 
dia stars  as  Ted  Koppel.  "He's  terrif- 
ic," Leibner  says  wistfully.  "But  I 
won't  call  him.  Teddy  knows  I'm 
here."— J.A.T. 


Moving  up 

"We  are  professionals  in  a  nonprofes- 
sional business,"  boasts  Richard  W. 
Arendsee,  chairman  of  Four  Winds 
Enterprises.  Headquartered  in  San 
Diego,  with  55  offices  worldwide  and 
3,000  employees,  Four  Winds  is  the 
world's  largest  international  mover  of 
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rEAMWORK 


rhe  Bankers  Trust  philosophy  at  work, 
for  Procter  and  Gamble  de  Mexico. 


Close  teamwork  among  pro- 
fessionals at  Bankers  Trust 
recently  made  a  most  remark- 
able transaction  possible. 

Our  client:  Procter  and 
Gamble  de  Mexico,  a  stand- 
alone subsidiary  of  the  U.S. 
company.  Our  challenge:  a 
multi-million  dollar  refi- 
nancing—at the  very  height 
of  Mexico's  financial  crisis. 

With  the  strong  support 
of  the  Mexican  government,  we  were 
able  to  match  the  company's  need  with 
Mexico's  need  to  save  foreign  exchange. 
We  helped  them  replace  costly  loans 
from  other  banks  with  a  Bankers  Trust 
specialty:  commercial  paper.  (We  were 


The  Bankers  Trust  team  Richard 
A  Price.  Jr.  Capital  Mkts  Group 
(seated).  Andrea  Lamp  Peabody 
Relationship  Mgr ,  Johannes  G 
Derksen.  Currency  Manage- 
ment. Alok  Singh.  World  Corpo- 
rate Department  in  Mexico  City 


the  first  money  center  bank 
to  act  as  agent  for  issuers  of 
commercial  paper.  Our  cus- 
tomers have  some  two  billion 
dollars  worth  outstanding  - 
for  which  we  are  sales  agent.) 

The  result:  an  innovative 
$44  million  issue  of  com- 
mercial paper,  brought  to 
market  by  Bankers  Trust. 

The  company  will  save 
millions  in  interest  costs. 
Mexico  saves  large  amounts  of  foreign 
exchange,  and  has  once  again  seen  a 
Mexican  company's  obligations  suc- 
cessfully placed  in  the  U.S.  market. 

A  skilled  Bankers  Trust  relationship 
manager  coordinated  the  efforts  of  our 


t  Af.l  f  ■,  At  HOhATIC  rLIGHT  TEAM 


corporate  finance  experts  in  the  U.S. 
and  Mexico  and  our  commercial  paper 
specialists.  Together,  their  efforts  added 
up  to  nothing  less  than  excellence. 

The  pursuit  of  excellence  is  unend- 
ing at  Bankers  Trust.  If  it's  a  pursuit 
that's  part  of  your  philosophy,  perhaps 
your  company  should  be  working  with 
our  bank. 


BankersTrust 
Company 

An  international  hanking  network  in 
more  than  35  countries. 
280  Park  Avenue,  New  York,  N.Y.  10015 

MEMBER  FDIC  •  BANKERS  TRUST  COMPANY 


Faces 

Behind  the  Figures 


household  goods.  Last  November  it 
consolidated  its  position  by  beating 
out  three  Saudi  moving  companies  for 
a  five-year  contract  to  handle  all 
household  moving  for  Arabian  Ameri- 
can Oil  Co.'s  20,000  or  so  employees 
in  Saudi  Arabia.  The  Aramco  contract 
is  believed  to  be  the  largest  commer- 
cial moving  contract  ever,  with  an 


Four  Winds  Chairman  Richard  Arendsee 
The  largest  moving  contract  ever? 


estimated  value  near  $60  million. 

Arendsee,  49,  started  the  company 
in  1963,  when  he  bought  his  father-in- 
law's  bankrupt  moving  and  storage 
company  in  Arlington,  Va.  for  a 
$17,000  note.  For  starters,  he  went 
after  military  contracts  to  move  offi- 
cers' and  enlisted  men's  households 
in  and  out  of  Vietnam.  Today  40%  of 
the  company's  business  is  still  gov- 
ernment work. 

"It  was  easy  to  get  the  military 
business  then.  You  just  bid  for  it," 
Arendsee  recalls.  As  the  war  came  to  a 
close,  he  knew  he  had  to  carve  an- 
other niche  for  Four  Winds.  But  com- 
petition in  the  domestic  market  was 
tough,  with  the  six  major  moving 
companies  (North  American,  Allied, 
United,  Mayflower,  Bekins  and  Atlas) 
doing  about  85%  of  all  the  work. 

With  the  Vietnam  experience  under 
his  belt,  Arendsee  figured  the  interna- 
tional side  of  the  business  was  the 
place  to  go.  He  was  right:  Around  85% 
of  Four  Winds'  1983  revenues  (about 
$130  million)  came  from  the  interna- 
tional operations,  and  all  the  com- 
pany's $2.2  million  net  was  account- 


ed for  by  the  international  side. 

Because  there  is  less  competition  in 
international  moving,  Four  Winds'  af- 
tertax margins  come  in  at  around  2%, 
vs.  the  industry  average  of  about 
1.25%.  Arendsee  owns  86%  of  the 
company,  employees  the  rest.  Appar- 
ently the  business  has  been  good  to 
him:  A  couple  of  years  ago  he'  paid 
$1.4  million  for  the  presidential  yacht 
Sequoia,  which  he  lends  out  for  corpo- 
rate and  government  use. — Ellen  Paris 


Delicate  massage  job 

"Global  advertising"  is  the  hot  con- 
cept for  admen  these  days,  as  multina- 
tional companies  opt  for  standardized 
international  ad  campaigns.  Cigar- 
puffing,  56-year-old  Robert  Jacoby, 
CEO  of  Ted  Bates  Worldwide,  Inc., 
the  country's  (and  world's)  second- 
largest  ad  agency,  says  the  next  de- 
cade will  see  a  lot  more  of  that. 

Companies,  reports  Jacoby,  are  say- 
ing, "  'We  want  our  product  to  be  sold 
to  the  consumers  of  the  world  in 
roughly  the  same  manner.'  "  They 
save  ad  dollars  by  using  a  single 
theme,  or  commercial,  in  multiple 
countries.  "Madge  the  manicurist," 
for  example,  is  pitching  Palmolive 
Liquid  for  Colgate  in  22  countries. 

But  there  are  dangers.  Local  ad  peo- 
ple may  be  infuriated  at  the  loss  of 
autonomy.  Says  Jacoby,  "We  have  a 


delicate  massage  job  to  do  to  enforce 
globalization."  One  thing  that  might 
make  the  locals  feel  better:  "The  glo- 
bal commercial  could  come  out  of 
Kuala  Lumpur,  conceivably." 

And  local  tastes  still  vary.  "In  Kuala 
Lumpur  we  have  to  write  in  five  lan- 
guages and  use  several  sets  of  actors," 
Jacoby  says.  "What  is  fine  for  a  Hindu- 
stani might  be  offensive  to  a  Malay." 
Where,  then,  is  the  global  touch?  Each 
of  those  five  commercials,  explains 
Jacoby,  conveys  essentially  the  same 
message. 

With  $2.6  billion  in  total  billings, 
about  half  from  outside  the  U.S., 
Bates  has  revenues  of  around  $260 
million.  (Commissions  usually  run 
15%  in  the  U.S.,  but  less  in  European 
and  some  other  countries.)  Bates  is 
entirely  owned  by  its  employees,  who 
must  sell  shares  back  at  book  value 
when  they  leave.  Profits  are  probably 
about  $18  million  a  year;  since  Jacoby 
estimates  margins  at  near  7% . 

Several  of  Bates'  rivals  have  gone 
public,  but  Jacoby  insists  he'll  resist 
that.  Too  much  pressure  to  produce 
smoothly  rising  earnings,  he  says.  He 
cites  one  rival  public  company  (which 
he  won't  name  in  print)  that  main- 
tained earnings  progress  by  skipping 
annual  bonuses.  "There  isn't  a  guy  in 
that  agency  we  couldn't  have  gotten  if 
we  wanted  to." — J.R.D. 


Robert  Jacoby,  CEO  of  Ted  Bates  Worldwide,  Inc. 

Could  the  global  commercial  come  from  Kuala  Lumpur? 
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Yoiir  future  is  in  our  sites. 


It's  a  daily  strategy  in  the  State  of  Niagara 
Mohawk. 

The  Economic  Development  Department 
of  Niagara  Mohawk  Power  Corporation 
continues  to  research  ideal  plant  locations 
throughout  our  24,000-square-mile  service 
area  within  New  York  State. 

Your  needs  become  the  concern  of  a  knowl- 
edgeable team— we  become  your  partners 
in  the  long  term  for  the  analysis,  selection, 
and  utilization  of  sites  or  building  locations. 

We  supply  you  with  all  the  facts— about 
water  supply,  zoning,  sewers,  transporta- 
tion, housing,  taxes,  local  labor,  financing 
. . .  and  energy,  low-cost  energy,  from  one  of 
America's  largest  utilities. 


We  not  only  make  the  job  a  much  easier 
one ...  we  help  make  your  decisions  the  right 
ones. 

And  we  do  it  all  free. 

You  owe  it  to  yourself  to  discover  the  State 
of  Niagara  Mohawk. 

Start  with  our  new  brochure,  filled  with 
case  histories  and  facts,  and  a  map. 

Write:  Edward  J.  Kearney,  Jr.,  Economic 
Development  Director,  Niagara  Mohawk 
Power  Corporation,  Dept.  FB-1,  300  Erie 
Boulevard  W.,  Syracuse,  NY  13202. 

Or  call  him  at  315-428-6008. 

Find  out  how  Niagara  Mohawk  can  give 
you  the  power  to  do  more  business. 


The  State  of  Niagara  Mohawk. 


"To  be  the  best, 
you  have  to 
listen  to  the 
bestJhat's 
why  for  my 
investments, 
I  listen  to 
E.E  Hutton." 


The  Forbes/Wilshire  5000  Review 


Too  much  blood.  Remember  a  few  short  weeks  ago,  when 
many  experts  were  predicting  the  imminent  start  of  the 
next  leg  of  the  bull  market?  Instead,  since  the  first  of  the 
year  more  than  $49  billion  in  market  value  has  been 
blown  away  on  Wall  Street,  as  measured  by  the  Wilshire 
index.  Nearly  $35  billion  of  that  decline  came  in  the  last 
ten  trading  days. 

Significantly,  among  the  hardest  hit  stocks  were  the 
volatile,  mostly  smaller-company,  NASDAQ  issues, 
which  led  the  bull  market  upward  through  the  end  of 
1982.  NASDAQ  shares,  which  have  been  in  decline  since 
last  summer,  continue  to  be  the  worst-performing  group, 


with  losses  of  5.4%  and  12.1%,  respectively,  for  the  2-  and 
4-week  periods.  And  on  a  52-week  basis  the  NASDAQ  is 
down  by  2.8% .  This  is  the  first  time  since  early  October 
1982  that  a  major  market  indicator  has  shown  a  year-to- 
year  decline.  In  contrast,  with  its  7.8%  gain,  the  far  less 
glamorous  Amex  continues  to  outshine  the  rest  of  the 
market  on  a  52-week  basis. 

Any  silver  linings  to  these  dark  clouds?  There  are  some. 
While  stocks  fell,  many  companies  reported  strong  quar- 
terly profits.  On  the  estimates  front,  The  Forbes  500 
(Sales)  now  trades  at  8  times  anticipated  1984  earnings 
and  only  6.5  times  anticipated  1985  earnings. 


Close-up  On  The  Equity  Markets 


Performance  of  six  leading  indexes 

Percent  change 

Wilshire 
5000 

Forbes 
500 1 

Dow  Jones 
industrials 

NYSE 
Composite 

Amex  Market 
Value  Index 

NASDAQ 
Composite 

in  last  4  weeks 

-8.0 

-6.8 

-8.8 

-7.0 

-9.5 

-12.1 

in  last  52  weeks 

4.2 

5.4 

6.1 

5.5 

7.8 

-2.8 

Stock  performance  based  on  five  key  investor  yardsticks 

Percent  change 

Company  size 

Volatility2 

P/E  multiple 

Dividend  yield 

Growth  profile3 

Share  price 

large 

small 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

in  last  4  weeks 

-8.0 

-7.8 

-11.9 

-3.5 

-12.1 

-8.7 

-3.7 

-9.9 

-10.6 

-4.4 

-7.8 

-9.5 

in  last  52  weeks 

6.1 

28.6 

17.0 

16.2 

2.8 

27.1 

18.3 

21.9 

17.4 

18.3 

14.1 

19.2 

'Based  on  sales. 

2A  stock's  sensitivity  to  overall  market  movement.  High-volatility  issues  have  wide  price  fluctuations,  low-volatility  issues  are  more  stable. 
3A  quantitative  evaluation  of  a  stock's  growth  image,  determined  by  Wilshire  Associates. 


Note:  All  data  for  periods  ending  2/16/84.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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Where  The  Action  Is 


Pretty  beat  up.  The  market  took  a  pummeling  during  the 
last  two  weeks.  Losses  were  across  the  board,  but  hardest 
hit  were  the  transportation  stocks,  which  dropped  7.7%. 
Five  other  sectors  ended  up  more  than  5%  lower  at  the 
end  of  the  period.  On  a  four-week  basis,  the  picture  is  even 
bleaker.  Transportation  shares  again  registered  the  great- 
est decline,  down  15.5%.  Technology  stocks  did  almost  as 


badly — down  13.2% — with  IBM  helping  to  lead  the  de- 
cline. Consumer  durables,  raw  materials  and  capital  goods 
and  services  all  gave  up  more  than  10%  of  their  market 
value.  Only  energy  shares  managed  to  eke  out  a  minor 
gain,  but  this  was  because  of  the  Texaco-Getty  merger  and 
speculation  over  Gulf  Oil.  Without  that  market  stimula-  I 
tion,  the  oils,  too,  would  have  declined. 


""*•»»•»  Percent  change  in  last  52  weeks  "C>  <2h  Percent  change  in  last  two  weeks 

Capital  goods 


-t-ioo 


+  50 
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Energy 
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Technology 
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Consumer  durables 


+  100 


+  50 
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Finance 
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Transportation 
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Consumer  nondurables  and  services 
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Raw  materials 
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Utilities 
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What  The  Analysts  Think 


Hand  of  fate.  Transportation  stocks  might  have  suffered 
the  greatest  drop  in  prices  over  the  last  two  weeks,  but 
Wall  Street's  high-paid  analysts  saw  things  in  a  different 


light.  Of  the  nine  Wilshire  sectors,  only  transportation 
shares  had  their  1984  earnings  estimates  revised  upwards. 
Meanwhile,  finance  shares  had  the  sharpest  estimate  cuts. 


Forecasting  the  Forbes  500 

Average 

Performance 

earnings  per 

period 

share 

P/E 

latest  12  months 

$2.56 

12.3 

1984  estimates 

3.94 

8.0 

1985  estimates 

4.84 

6.5 

Rank  based  on 
change  in  estimate 

Sector 

Estimated  1984 
EPS 

%  change  in  1984  estimate 
in  2  weeks      in  4  weeks 

1 

Transportation 

$3.16 

0.57% 

-1.68% 

2 

Raw  materials 

3.55 

-0.64 

-2.43 

3 

Capital  goods 

2.54 

-0.90 

-3.98 

4 

Utilities 

3.64 

-0.94 

-1.43 

5 

Consumer  nondurables 

2.87- 

-1.20 

-2.05 

6 

Technology 

2.10 

-1.21 

-2.12 

7 

Energy 

2.94 

-1.69 

-3.23 

8 

Consumer  durables 

3.45 

-1.73 

-1.66 

9 

Finance 

4.42 

-2.45 

-3.21 

Earnings  projections  are  equal-weighted  consensus  estimates  from  over  1,800  security  analysts.  Forecasts  for  the  9  Wilshire  sectors  are  limited  to  firms  with  3  or  more  estimates, 
with  a  mean  estimate  greater  than  $0.50.  Data  are  compiled  and  updated  weekly  by  Zacks  Investment  Research,  a  Chicago-based  quantitative  consulting  firm 


Note  All  data  for  periods  ending  2/16/84.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif.;  Zacks  Investment  Research,  Inc.,  Chicago,  111. 
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No  other  newspaper  in  the  world 
offers: 

A  third  of  a  million  noticeably  influ- 

nPlj^  Ifl4>0#"#1Q4"14"M'1'l1  enticil  readers  in  164  countries. 
1  11C  UUCI  llCtllvFllCU  Readers  with  money  to  spend.  The 

HfMTJllfl  Tf*lfl11f1f*  average  IHT  reader  makes  $70,383. 

*  "  IV HI  IW#    Daily  publication  in  six  capitals  of 

4  m         a  4  4    %a    finance  and  style  and  polit- 

Jankers  Trust  wouldn't  ^  London 

•    _        o        14  4^4         Zurich,  The  Hague,  Hong 

miss  it  for  the  world.  to  and  sTC. 
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There  really  isnt  any  such  thing  as  a  perfect  stock  selection 
technique.  But  here's  a  new  tool  to  add  to  your  bag  of  tricks. 


A  new  way  to  spot 
bargains 


By  Steve  Kichen 

T|  wo  issues  ago  Forbes  wrote 
about  Kenneth  Fisher  and  his 
use  of  price/sales  ratios  to  find 
bargains  on  Wall  Street.  Readers 
quickly  asked  for  more,  so  we  geared 
up  our  computers.  The  accompanying 
tables  present  two  lists  of  stocks — 61 
firms  that  may  be  undervalued  based 
on  Fisher's  theories,  and  another  61 
companies  that  could  be  riding  for  a 
market  fall. 

Instead  of  focusing  on  earnings,  like 
most  analysts,  Fisher  spends  his  time 
tracking  sales.  "Earnings  come  from 
sales,  rather  than  vice  versa,"  he  ex- 


plains. The  relationship  that  he  finds 
most  useful  is  a  stock's  price  divided 
by  per-share  revenues,  the  price/sales 
ratio.  Unlike  more  conventional  P/Es, 
which  often  undergo  extreme  swings, 
PSRs  are  much  more  stable. 

A  low  P/E  means  that  the  investors 
don't  think  a  company's  profits  are 
worth  much,  or  that  they  might  fall 
sharply  a  quarter  or  two  down  the 
road.  A  low  PSR,  by  contrast,  means 
investors  don't  think  a  company  can 
make  much  money  with  the  revenues 
it  has — a  very  different  proposition. 
An  important  difference  here,  says 
Fisher,  is  that  P/E  ratios  are  useless 
when  companies  are  losing  money. 


But  PSRs  are  useful  as  an  early  indica- 
tor of  what  might  happen  if  profitabil- 
ity returns. 

PSR  analysis  may  help  identify  the 
next  Chrysler,  Ford  or  Pan  Am.  At  its 
low  in  1981,  for  example,  Chrysler 
was  losing  millions  and  showed  up  on 
no  one's  low-P/E  stock  list.  But  the 
automaker  had  a  PSR  of  0.02  when 
the  market  average  was  0.3 — a 
screaming  buy  according  to  Fisher's 
thinking.  International  Harvester 
sent  out  similar  signals.  In  January  of 
1983,  its  PSR  was  0.05,  but  over  the 
next  12  months  the  stock  went  from 
4'A  to  IIV2.  One  more  example:  The 
other  four  best  performers  among  the 


Low  PSRs  may  make  these  stocks  good  buys 


Here  is  a  group  of  stocks  with  low  each  of  the  61  companies  below,  with 
price/sales  ratios.  There  are  plenty  of  PSRs  ranging  from  0.05  to  0.31,  has  a 
other  stocks  with  low  PSRs,  of  course,  current  ratio  above  1.2,  sales  greater 
but  those  risky  shares  couldn't  pass  than  $25  million  and  debt  as  a  per- 
our  conservative  screens.  By  contrast,    centage  of  equity  below  50%. 

5-year 


Recent  Latest  12-month  Sales  sales  Current  Debt/ 

Company/business  PSR  price  P/E  EPS  [millions)  growth  ratio  equity 

Monfort  of  Colorado/food  processing  0.05  14%  4.7  $3.15  $1,374.5  34%  1.3  22% 

SM  Flickinger/food  wholesaler  &  retailer  0.08  23%  9.4  2.48  1,483.6  15  1.7  44 

Tesoro  Petroleum/integrated  oil  0.08  16V&  5.3  3.05  2,813.8  10  1.3  25 

Friona  Inds/food  processing  0.11  11 '/s  7.2  1.55  244.5  28  1.9  32 

Mott's  Super  Markets/supermarkets  0.11  11%  18.1  0.63  294.7  11  2.1  6 

Std  Commercial  Tobacco/tobacco  0.13  19V5  6.4  3.07  427.0  18  1.3  24 

Fischbach/electncal  contracting  0.14  52%  8.1  6.45  1,339.1  22  1.9  26 

Glosser  Brothers/retail,  supermarkets  0.14  15  8.1  1.85  243.6          14  1.7  12 

Pittsburgh-Des  Moines/steel  0.14  17  NM  -1.61  297.6          11  1.5  22 


NM:  not  meaningful.  Sources  Media  General  Financial  Sen  ices  Inc  lr\'  Business  Information  Systems,  Wilsliire  Associates;  Forbes 
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Edwin  C.  Holmer, 
President, 

Exxon  Chemical  Company 


0 

RETIRED  EXECUTIVES 
OPEN  NEW  MARKETS 


I'm  a  volunteer  supporter  of 
the  International  Executive  Service 
Corps,  a  not-for-profit  organization 
with  a  vital  mission: 

We  send  retired  U.S.  execu- 
tives to  help  companies  in  developing 
countries.  The  executives  are  volun- 
teers. We  pay  their  expenses,  but 
they  receive  no  salary 

Our  main  purpose  is  to  help 
developing  countries  succeed  in 
business.  But  the  benefit  doesn't  stop 
there.  These  countries  consume  about 
40  percent  of  U.S.  exports.  So  the 
work  we  do  helps  to  create  jobs  and 


earnings  right  here  in  America. 

The  International  Executive 
Service  Corps  has  completed  8,500 
projects  in  72  countries.  I  think  you 
should  seriously  consider  supporting 
this  effort  with  funds  and  personnel. 
You  would  be  in  good  company.  Over 
800  U.S.  companies  have  supported 
us.  Our  Board  of  Directors  and  Ad- 
visory Council  include  the  chief  execu- 
tive officers  of  many  of  America's  most 
important  corporations. 

When  you  think  about  corpo- 
rate giving,  think  about  doing  good 
business,  as  well  as  doing  good. 


r 


Join  me  in  helping  businesses  in 
developing  countries — by  sending  your 
retired  executives  through  the  Interna- 
tional Executive  Service  Corps  For 
more  information,  write  to  Ed  Holmer. 
President,  Exxon  Chemical  Company, 
at  8  Stamford  Forum.  PO  Box  10005. 
Stamford.  CT  06904-2005  Or  simply 
call  this  number  (203)  967-6000. 

Name  


~1 


L 


Address. 
Oty  


.State. 


.Zip. 


J 


International  Executive 
Service  Corps 

It's  more  than  doing  good.  It's  doing  good  business. 
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30  Dow  industrials  for  1983  (Allied 
Corp.,  American  Can,  Bethlehem 
Steel  and  U.S.  Steel)  all  started  the 
year  with  PSRs  below  0.16.  "If  you 
want  to  outperform  the  Dow,  buy  the 
bottom  quartile  PSRs,"  says  Fisher. 


In  his  search  for  bargains,  Fisher 
also  likes  to  track  PSRs  over  time. 
Few  companies,  he  feels,  can  grow  at 
rapid  rates  without  suffering  some 
glitch.  When  the  fall  comes,  however, 
profits  and  margins  fall — and  inves- 
tors typically  batter  the  stock.  This  is 
often  when  the  PSR  begins  to  shrink, 
which  means  that  Fisher  start6  get- 


ting interested.  If  management  can 
work  a  turnaround,  a  low-PSR  stock 
can  be  a  tremendous  bargain. 

Though  low  PSRs  tempt  Fisher,  he 
becomes  increasingly  cautious  as  this 
ratio  rises  above  1.  If  a  company  has 
any  earnings  at  all,  a  high  PSR  means 
one  of  two  things:  that  it  has  a  fat 
earnings  multiple  with  low  profit 


Low  PSRs  may  make  these  stocks  good  buys 


5-year 


Company/business 

PSR 

Recent 
price 

Latest  12-month 
P/E  EPS 

Sales 
(millions) 

sales 
growth 

Current 
ratio 

Debt/ 
equity 

IPM  Technology/airport  svcs 

0.14 

4 '/a 

7.9 

$0.52 

$  57.2 

62% 

1.6 

44% 

Brockway/packaging 

0.15 

16 'A 

NM 

-0.77 

828.7 

12 

1.6 

37 

Malone  &  Hyde/food  wholesaler 

0.15 

257/s 

1 1.2 

2.31 

2,681.4 

16 

1.4 

43 

Perini  Corp/construction 

0.15 

39% 

1 1.2 

3.55 

883.7 

29 

1.3 

15 

Mayflower/ trucking 

0.16 

16'/2 

7.1 

2.34 

379.3 

12 

1.6 

19 

Sunshine-Jr.  Stores/supermarkets 

0.16 

16!/* 

14.8 

1 .09 

172.3 

18 

1.5 

5 

Whittaker  Corp/multicompany 

0.17 

19'/» 

7.5 

2.55 

1,602  7 

17 

1.5 

46 

Winn-Dixie  Stores/supermarkets 

0.17 

29% 

10.8 

2.74 

7,133.2 

11 

2.0 

18 

Riblet  Products/mobile  homes 

0.18 

ll7/8 

5.7 

2.08 

87.3 

15 

1.5 

14 

Bergen  Brunswig/health  care  supplies 

0.19 

23  Vi 

14.2 

1.65 

1,510.2 

47 

1.6 

12 

CDI  Corp/engineering  svcs 

0.19 

26% 

10.2 

2.63 

263.1 

16 

1.6 

33 

Graham/industrial  equipment 

0.20 

12'/2 

11.1 

1.13 

52.2 

10 

2.6 

27 

Hampton  Inds/apparel 

0.20 

9% 

9.1 

1.06 

125.0 

13 

2.8 

49 

Research-Cottrell/machinery 

0.20 

15% 

NM 

0.24 

386.2 

12 

1.3 

30 

Spectro  Inds/health  care  supplies 

0.20 

18% 

12.1 

1.55 

376.0 

24 

1.6 

39 

Suave  Shoe/footwear,  apparel 

0.20 

8 

1 1.6 

0.69 

111.5 

12 

3.9 

26 

Alberto-Culver/cosmetics 

0.21 

17 

15.7 

1.08 

317.2 

17 

1.6 

30 

Esquire  Radio  &  Elec/electronics 

0.21 

28 

7.5 

3.75 

63.6 

10 

2.2 

0 

Ingredient  Tech/food  processing 

0.21 

13'/s 

21.2 

0.62 

120.5 

25 

1.9 

20 

Minnesota  Fabrics/textiles 

0.21 

7% 

13.6 

0.58 

128.9 

15 

2.8 

27 

Peoples  Drug  Stores/drugstores 

0.21 

21% 

12.1 

1.79 

791.2 

20 

1.8 

43 

Todd  Shipyards/maritime  construction 

0.21 

30 

6.5 

4.64 

651.5 

21 

1.6 

32 

Dynalectron/electrical  contracting 

0.21 

12% 

11.7 

1.06 

538.5 

13 

1.8 

37 

Federal  Company/food  processing 

0.22 

31% 

10.4 

3.06 

1,171.4 

10 

2.0 

16 

Movie  Star  A/apparel 

0.22 

16% 

8.8 

1.90 

63.3 

11 

2.0 

20 

Spencer  Cos/footwear,  apparel 

0.22 

12 

14.6 

0.82 

95.4 

13 

1.8 

9 

Atlas  Van  Lines/trucking 

0.23 

11% 

8.0 

1.49 

17()  h 

13 

1.7 

20 

Consolidated  Foods/food  processing 

0.23 

27% 

9.1 

3.05 

6,788.9 

13 

1.4 

29 

Rose's  Stores/retail 

0.23 

17 

8.5 

2.00 

766.4 

10 

1.6 

12 

Wells-Gardner  Electronics/electronics 

0.23 

4% 

15.2 

0.32 

75.4 

60 

9.5 

0 

Alco  Standard/multicompany 

0.24 

34% 

12.3 

2.80 

2,785.9 

16 

1.8 

38 

Armstrong  Rubber/tire  and  rubber 

0.24 

35 

7.3 

4.78 

618.4 

14 

2.2 

35 

American  Building  Maint/ind  svcs 

0.25 

23'/. 

10.3 

2.26 

329.1 

16 

2.0 

8 

CRS/Sirrine  Inc/architectural  svcs 

0.25 

17% 

9.2 

1.91 

166.7 

111 

1.7 

8 

Cluett,  Peabody/apparel 

0.26 

26% 

9.4 

2.85 

847.6 

10 

2.3 

43 

Republic  Automotive  Parts/dist  auto  parts 

0.27 

9% 

17.2 

0.56 

99.4 

10 

3.3 

16 

United  Technologies/aerospace 

0.27 

661/s 

8.3 

7.94 

14,669.3 

22 

1.5 

33 

Fabri-Centers  of  Amer/specialty  retail 

0.28 

11 

11.3 

0.97 

206.6 

17 

2.6 

31 

GRI  Corp/mail  order  sales 

0.28 

9  ■ 

13.0 

0.71 

79.0 

11 

2.0 

4 

Genovese  Drug  Stores/drugstores 

0.28 

13% 

16.6 

0.82 

158.7 

22 

1.5 

38 

NM:  not  meaningful. 


Sources  Media  General  Financial  Serf  ices  Inc.  by  Business  Information  Systems.  Wilshire  Associates.  Forbes 
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How  our  numbers  add  up  to  more  services, 
better  service  for  you: 


600»>  In  our  fifty-fifth  year,  we're  continuing  to 
lead  our  industry  in  expanding  our  services  in 
the  U.S.  and  abroad.  More  than  600  offices 
and  terminals  to  serve  you. 
50»b  All  fifty  states,  plus  six  provinces  of 
Canada:  that's  our  motor  freight  coverage. 
No  one  else  matches  us. 
37,000  ■■  37,000  freight  shipments  are  entrusted 
to  us  every  day — and  we  can  pinpoint  the 
location  of  any  one  of  them  in  seconds. 
86      CF  Air  Freight  is  the  fastest  growing  air 
freight  forwarder,  with  86  terminals  in  this 
country  and  agents  around  the  world. 
6n  Six  additional,  new  transportation  subsidi- 
aries now  extend  the  CF  brand  of  service  into 
piggyback,  forwarding,  regional  trucking,  ex- 
port/import, and  special  commodity  truckload. 

We've  designed  our  freight  transportation 
services  to  meet  your  specific  requirements, 
always  at  a  competitive  price.  You  can  save 
time  as  well  as  money. 


For  more  information  about  any  CF  service 
call  or  write  The  CF  Company,  3240  Hillview 
Avenue,  Box  10340,  Palo  Alto,  California94303; 
(415)  494-2900.  Telex  II 910-373-2105. 


The  service  company 


Company 
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margins  or  that  it  has  a  low  earnings 
multiple  with  fat  margins.  Fisher 
thinks  either  situation  is  risky.  A  fat 
P/E  means  that  investors  are  buying 
future  earnings  growth,  which  may 


not  pan  out.  Fat  margins,  on  the  other 
hand,  are  tempting  targets  for  com- 
petitors and  government  regulators. 

Taking  Fisher's  theories  as  a  guide- 
line, we  used  our  computers  to  sort 
through  several  databases  to  generate 
the  accompanying  tables.  The  list 
that  begins  on  the  bottom  half  of  this 


page  contains  61  stocks  with  PSRs 
greater  than  3.  Genentech,  a  startup 
company,  leads  the  group  with  a  PSR 
of  11.41.  Many  of  these  firms  appear 
on  our  annual  Up  &  Comers  list. 
These  stocks  have  kept  Wall  Street 
enchanted,  but  Fisher  thinks  that  on 
average  they  now  carry  more  risk  than 


Low  PSRs  may  make  these  stocks  good  buys 

Company/business 

PSR 

Recent 
price 

Latest  12-month 
P/E  EPS 

Sales 
(millions) 

5-year 
sales 
growth 

Cunent 
ratio 

Debt/ 
equity 

Great  Amer  Inds/rubber  prods,  recreat 

0.28 

ISVi 

18.9 

$1.35 

$  132.7 

14% 

3.0 

28% 

United  States  Sugar/sugar 

0.28 

55 

8.8 

6.24 

274.6 

42 

2.3 

11 

Arthur  D  Little/research  sves 

0.29 

22  Vi 

10.2 

2.20 

180.1 

11 

1.7 

7 

Gilbert  Associates/engineering  sves 

0.29 

25 

10.3 

2.51 

237.8 

12 

1.8 

3 

LD  Brinkman/floor  covering 

0.29 

10'/4 

7.4 

1.39 

219.1 

20 

1.4 

24 

N  American  Philips/electronics 

0.29 

71'/2 

10.8 

6.60 

3,529.1 

13 

2.3 

34 

Stepan/chemicals 

0.29 

16% 

9.5 

1.75 

207.1 

16 

1.7 

46 

Allied  Corp/chemicals,  auto  parts 

0.30 

51'/4 

7.4 

6.91 

9,243.0 

31 

1.3 

35 

Federated  Dept  Stores/retail 

0.30 

52'/» 

8.2 

6.34 

8,411.6 

12 

1.6 

33 

General  Foods/food  processing 

0.30 

49% 

8.3 

5.99 

8,573.4 

12 

1.9 

39 

Wolverine  World  Wide/footwear 

0.30 

15 

9.0 

1.67 

355.1 

22 

2.2 

34 

American  Petrofina/integrated  oil 

0.31 

59% 

1  1  7 

5.10 

2,102.6 

17 

1.4 

35 

Sources  Media  General  Financial  Services  Inc  by  Business  Information  Systems;  Wilshire  Associates;  Forbes 

High  PSRs  may  make  these  stocks  good-byes 

Because  Wall  Street  rewards  growth,  it    ing  from  3. 15  to  11. 41,  these  shares  are 
has  looked  favorably  upon  the  61  stars    especially  vulnerable  if  their  future 
in  the  table  starting  below.  But  look    earnings  and  margins  fail  to  meet  the 
again.  With  price  to  sales  ratios  rang-    high  expectations  of  investors. 

Company/business 

PSR 

Recent 
price 

Latest  12-month 
P/E  EPS 

Sales 
(millions) 

5-year 
sales 
growth 

Current 
ratio 

Debt/ 
equity 

Genentech/genetic  engineering 

11.41 

37% 

NM 

$0.08 

$47.0 

74% 

3.0 

7% 

Network  Systems  Corp/computer  equip 

10.49 

19'/2 

50.0 

0.39 

40.4 

64 

13.1 

1 

Telerate/financial  info  services 

9.47 

19 

35.2 

0.54 

88.3 

109 

7.2 

0 

ALZA  Corp/drug  research 

8.78 

16'/. 

NM 

-0.33 

25.7 

43 

4.6 

486 

Cetus/genetic  engineering 

8.68 

11% 

NM 

-0.12 

28.9 

62 

6.7 

4 

Value  Line/publishing 

7.86 

34'/. 

36.4 

0.94 

43.6 

29 

1.2 

0 

Emulex/computer  equip 

7.33 

38'  2 

26.2 

1.47 

31.0 

60 

5.5 

0 

Micom  Systems/computer  equip 

7.25 

37% 

35.0 

1.08 

79.4 

60 

4.2 

0 

Optical  Radiation/electro-optical  equip 

7.15 

27Va 

45.5 

0.61 

26.7 

105 

5.5 

5 

Systems  &  Computer  Tech/software  and  services 

7.05 

23 

39.0 

59 

43.8 

100 

16.3 

NA 

Policy  Mgmt  Sys/software  for  insurance  industry 

6.96 

24% 

39.3 

0.63 

57.6 

49 

4.9 

0 

Comdata  Network/money  transfer  services 

6.04 

19% 

35.9 

0.55 

66.0 

79 

2.4 

0 

Oregon  Metallurgical/specialty  metals 

6.02 

ll>/4 

NM 

-0.02 

44.0 

-8 

23.1 

0 

Sensormatic  Electron/electronic  theft  prevention 

5.89 

18 'A 

19.3 

0.96 

67.0 

91 

3.3 

47 

Intergraph/computer  equip 

5.85 

39'/. 

38.9 

101 

155.6 

78 

1.8 

3 

Brenco/railroad  equip 

5.38 

8'/2 

NM 

-0.20 

28.2 

-14 

8.6 

0 

InteCom/electronics 

5.38 

14 

NM 

0.23 

34.4 

79 

5.1 

0 

Conquest  Explr/oil  and  gas  explor,  products 

5.29 

9Vt 

56.6 

0.17 

28.2 

-11 

2.2 

160 

Digital  Switch/telecomm  equip 

5.26 

24  lA 

29.9 

0.81 

27.4 

74 

7.1 

8 

Silicon  Generai/electromcs 

5.17 

13V4 

25.5 

0.53 

29.0 

19 

4.8 

6 

NA:  Not  available.       NM:  Not  meaningful.  Sources. 

Media  General  Financial  Sertices  Inc  by  Business  Information  System*;  Wilslnre  Associates;  Forbes 
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Nita  Franks  had  no 
insurance,  no  savings 
and  a  very  sick  child. 


On  May  31, 1983,  Nita  Franks,  a 
part-time  pecan  sorter  in  Corsi- 
cana,  Texas,  carried  her  extremely 
weak  son  into  the  emergency 
room  of  Navarro  Regional  Hospi- 
tal, one  of  over  380  hospitals 
owned  or  managed  by  Hospital 
Corporation  of  America  and  its 
affiliates. 

"I  didn't  know  what  was  wrong,  I 
just  knew  it  was  bad.  I  told  them  I 
wasn't  eligible  for  my  company 
health  insurance  yet  and  didn't  have 
any  money,  but  they  took  Courtney 
anyway.  It  turned  out  he  had  ty- 
phoid fever,  and  his  bills  were  more 
than  I  could  afford." 
Like  many  rural  hospitals,  a  large 
part  of  Navarro  Regional's  patient 
load  is  indigent  care.  The  resulting 
financial  burden  had  kept  the  old 
county  hospital  in  the  red  for  years 
— to  the  point  of  almost  losing  ac- 
creditation. But  with  financial 
support  from  the  sale  of  the  hospi- 
tal to  HCA,  an  innovative  solution 
was  found:  The  Navarro  County 
Health  Services  Foundation. 

"The  hospital  people  told  me 
about  the  Navarro  County  Health 
Services  Foundation,  a  private  fund 
that  helps  county  residents  pay  their 
hospital  bills.  They  asked  me  to  pay 
what  I  could.  The  Foundation  took 
care  of  the  rest." 

Thanks  to  compassionate,  fore- 
sighted  leadership  and  capital 
availability  from  the  sale  of  the  old 
hospital,  Navarro  County  and 
HCA  have  successfully  addressed 
a  very  difficult  problem. 

"It's  hard  knowing  your  child  needs 
help  and  you  can't  afford  it.  I'll  be 
eligible  for  insurance  soon,  so  I  don't 
expect  to  always  need  help  like  this, 
but  it  was  sure  nice  to  know  it  was 
there  when  my  little  boy  needed  it. 

BUiff^  ffk.  Hospital  Corporation 
H~B«MP%  of  America 


One  Park  Plaza,  Nashville,  77V  37203-0550 


Statistical  Spotlight 


reward. 

The  61  stocks  in  the  list  that  begins 
on  page  202  are  in  a  very  different 
situation.  These  firms  have  PSRs  of 
0.31  or  lower,  debt  as  a  percentage  of 
equity  no  higher  than  50%,  and  a  cur- 
rent ratio  greater  than  1 .2.  Leading  the 


list  are  companies  in  the  food  indus- 
try, where  traditionally  there  is  high 
sales  volume  and  low  margins.  But  a 
slight  improvement  in  profitability 
can  translate  into  a  large  swing  in 
earnings.  This  can  backfire,  of  course, 
if  margins  deteriorate  further. 

One  final  warning:  "Don't  buy  a 
company  just  because  it  has  a  low 
PSR,"  says  Fisher.  "Baldwin-United, 


for  example,  had  a  ridiculously  low 
PSR.  Companies  about  to  go  bankrupt 
always  have  low  PSRs."  Other,  more 
conventional,  factors  that  Fisher  stud- 
ies are  debt/equity  ratios,  liquidity 
measures  and  R&.D  relative  to  market 
capitalization.  Like  all  successful  in- 
vestors he  realizes  that  just  one  indi- 
cator—even his  beloved  PSR — can  be 
misleading.  ■ 


High  PSRs  may  make  these  stocks  good-byes 


5-year 


Company/business 

PSR 

Recent 
price 

Latest  12-month 
P/E  EPS 

Sales 
(millions) 

sales 
growth 

Current 
ratio 

Debt/ 
equity 

Cullinet  Software/software 

5.14 

34V& 

36.3 

$0.94 

$  97.9 

70% 

2.9 

0% 

Homestake  Mining/gold,  lead  and  zinc 

5.09 

31% 

29.4 

1.08 

231.8 

5 

8.9 

2 

ASK  Computer  Sys/computer  services 

4.96 

16% 

38.4 

0.44 

39.4 

03 

3.4 

3 

Flightsafety  Intl/flight  training 

4.95 

26 

17.4 

1.49 

77.4 

31 

1.8 

29 

Standard  Microsystems/electronics 

4.82 

16% 

25.6 

0.66 

27.0 

51 

9.0 

10 

Intelligent  Systems/computer  equip 

4.75 

18'/4 

26.8 

0.68 

34.6 

79 

6.9 

1 

Seagate  Technology /computer  equip 

4.69 

11% 

20.1 

0.59 

110.4 

87 

4.5 

6 

Cray  Research/computer  equip 

4.68 

48V4 

27.2 

1.77 

149.7 

57 

4.6 

23 

Ultimate  Corp/computer  equip 

4.60 

16'/2 

23.2 

0.71 

35.0 

64 

1.9 

0 

Wiser  Oil/oil  and  gas 

4.58 

25 

20.2 

1.24 

49.6 

13 

5.9 

0 

Convergent  Technologies/computer  equip 

4.51 

20 

44.4 

0.45 

160.6 

66 

12.5 

1 

Hecla  Mining/silver,  zinc  and  lead 

4.38 

20 

19.0 

1.05 

85.5 

17 

7.0 

17 

Community  Psych  Ctrs/health  care  services 

4.35 

29  % 

21.8 

1.34 

133.4 

64 

3.8 

50 

Key  Pharmaceuticals/ethical  drugs 

4.34 

155/s 

30.6 

0.51 

127.3 

87 

1.6 

2 

HBO  &  Co/hospital  computer  services 

4.27 

26  Vi 

31.9 

0.83 

67.6 

103 

2.7 

11 

Woods  Petroleum/oil  and  gas  explor,  products 

4.16 

26 '/4 

18.6 

1.41 

74.5 

24 

1.2 

17 

Chi-Chi's/fast  food 

3.96 

19% 

36.3 

0.53 

127.7 

57 

2.0 

115 

Quotron  Systems/financial  info  services 

3.89 

161/2 

23.9 

0.69 

144.0 

56 

2.8 

1 

DST  Systems/software 

3.85 

18 

18.9 

0.95 

36.7 

101 

3.8 

90 

LIN  Broadcasting/broadcasting 

3.85 

19% 

18.6 

1.06 

107.4 

23 

4.8 

97 

My lan  Laboratories/ethical  drugs 

3.85 

23% 

40.3 

0.59 

31.9 

14 

4.8 

15 

Prime  Motor  Inns/motels 

3.83 

18% 

17.1 

1.09 

69.3 

25 

5.8 

82 

Tellabs/telecomm  equip 

3.80 

21% 

24.7 

0.88 

78.4 

70 

7.6 

13 

United  Television/broadcasting 

3.77 

13% 

19.4 

0.71 

43.2 

15 

3.4 

7 

Evans  &  Sutherland  Comp/computer  equip 

3.76 

23 

20.2 

1.14 

53.7 

71 

2.8 

3 

Intl  Hydron/eye  care  products 

3.69 

13% 

38.5 

0.36 

41.7 

44 

2.9 

NA 

Monolithic  Memories/computer  equip 

3.67 

22 

26.8 

0.82 

105.4 

40 

4.0 

5 

Quantum/computer  equip 

3.56 

16M 

15.8 

1.03 

41.8 

59 

4.3 

0 

Eagle  Computer/computer  equip 

3.55 

7 

53.8 

0.13 

28.7 

77 

3.5 

0 

Computer  Assoc  Intl/computer  software 

3.49 

23 

27.4 

0.84 

58.1 

60 

5.1 

16 

Avantek/electronics 

3.40 

20'/4 

33.8 

0.60 

110.9 

63 

5.1 

3 

Intel/electronics 

3.39 

34 

32.9 

1.05 

1,121.9 

25 

2.9 

11 

PAR  Technology/computer  equip 

3.39 

13 

19.7 

0.66 

29.1 

121 

4.0 

1 

Matrix  Corp/health  care  products 

3.30 

23% 

27  5 

0.87 

54.4 

119 

3.9 

13 

Molex/electronics 

3.28 

35 

23.3 

1.50 

212.7 

27 

2.9 

5 

Lee  Data  Corp/computer  equip 

3.27 

18'/4 

15.6 

1.17 

73.8 

75 

6.0 

1 

TeleVideo  Systems/computer  equip 

3.20 

13 

22.8 

0.57 

98.5 

114 

3.8 

28 

Communications  Inds/electronics 

3.17 

22 

19.5 

1  13 

61.5 

21 

5.5 

4 

Augat/electrica!  equip 

3.16 

36% 

30.1 

1.21 

188.5 

26 

6.5 

32 

Dow  joncs  &  Co/publishing 

3.16 

41 

22.9 

1.79 

830.3 

26 

0.8 

11 

Felmont  OtI/oii  and  gas,  minerals 

3.15 

23% 

18.2 

1.31 

78.8 

33 

1.5 

8 

NA:  Not  available. 


Sources  Media  General  Financial  Senices  Inc.  bv  Business  Information  Systems.  Wilsljire  Associates;  Forbes. 
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The  Money  Men 


As  a  highflyer,  CSC  was  a  fizzle.  As  a  backer 
of  solid,  mundane  businesses,  it  has  made 
a  great  success  of  itself 

How  CSC  came 
down  to  earth 


By  William  Baldwin 


William  R.  Thomas,  a  55- 
year-old  Dallas  business- 
man, is  a  soft-spoken  and  un- 
assuming guy.  That  could  be  because 
of  his  line  of  work.  He  presides  over  a 
dragline  grease,  pipe-joint  compound 
and  cemetery  empire,  none  of  it  good 


for  small  talk.  But  his  performance 
would  stop  the  conversation  almost 
anywhere:  Shareholders  in  Thomas' 
Capital  Southwest  Corp.  enjoyed  a 
28%  compound  annual  return  over 
the  past  decade. 

CSC  is  structured  as  an  investment 
company,  akin  to  a  closed-end  mutual 
fund.  It  has  assets  of  $53  million,  and 


HP 

-■  -  

Capital  Southwest  President  and  Chairman  William  R.  Thomas 

The  score  so  far  is  Whitmore  grease  1 ,  electron  beam  lithography  O. 


if  Chicago-based  Hcizer  Corp.  is  liqui- 
dated and  Arthur  Little's  Narragan- 
sett  Capital  goes  private,  Thomas  will 
head  the  largest  publicly  traded  ven- 
ture capital  firm. 

Three  of  the  six  largest  holdings  in 
CSC's  portfolio  are  90%-  to  100%- 
owned  subsidiaries  (those  in  plumb- 
ing products,  grease  and  burial  plots) 
that  run  almost  like  divisions  of  a 
conglomerate.  The  other  three  large 
holdings  are  a  one-fourth  interest  in  a 
mobile  home  manufacturer,  a  one- 
third  interest  in  a  highway-right-of- 
way  mower  firm  and  shares  in  public- 
ly traded  Pandick  Press,  the  financial 
printer.  Pandick  is  listed  on  the  CSC 
balance  sheet  as  "cost,  $64;  value, 
$4.7  million." 

Is  this  venture  capital?  Where  are 
the  robotics  and  genetics?  In  its  23- 
ycar  history  CSC  has  made  technolo- 
gy investments,  but  most  haven't 
worked  out.  One  of  the  30  current 
holdings  is  a  stake  in  Abek  Inc., 
would-be  developer  of  an  electron 
beam  lithography  system  for  semi- 
conductor makers.  CSC's  229,520- 
share  position  is  appraised  at  $1.  "I 
don't  have  the  ability  to  pick  winners 
at  the  startup  stage,"  says  Thomas. 

So,  he  prefers  to  buy  into  firms  that 
have  been  around  for  a  while  but  that 
need  capital  and  some  managerial 
help.  Thomas,  who  has  been  with 
CSC  since  1962,  is  well  qualified  to 
supply  both.  He  worked  as  a  manage- 
ment consultant  after  getting  an  engi- 
neering degree  from  Texas  A&.M  and 
a  business  degree  from  Harvard. 

Take  Whitmore  Manufacturing 
Co.,  the  grease  outfit.  It  provided  lu- 
bricants for  the  locks  when  the  Pana- 
ma Canal  opened.  By  the  time  CSC 
bought  it  for  $12  million  in  1979— $5 
million  down,  the  rest  bank  debt — 
Whitmore  had  locked  up  about  one- 
third  of  the  market  for  strip-mining 
machinery  lubricants.  It  was  enjoying 
a  57%  return  on  equity. 

Nevertheless,  Whitmore  needed 
the  help  that  Thomas  and  CSC  could 
provide.  The  family  that  owned  Whit- 
more was  content  to  collect  dividends 
from  an  aging  product  line  and  a  de- 
preciated plant  in  Cleveland.  CSC 
sent  a  new  man  to  run  the  business 
and  created  a  research  staff  of  five 
chemists.  Last  year  Whitmore  built  in 
Rockwall,  Tex.  a  $5.8  million  plant  so 
automated  that  it  takes  only  four  pro- 
duction workers  to  run. 

The  old  Whitmore  didn't  even  have 
electronic  calculators.  The  new  one 
has  a  computer  record  of  each  coal- 
mining dragline  in  the  U.S.,  and  of 
which  competitors  sold  the  grease  for 
which  bearings.  CSC  has  worked  off 
half  Whitmore's  bank  debt  and  im- 
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The  biggest  issues 
confronting  America 

today. 


Today,  only  Reader's  Digest  and  TV  Guide  have  higher 
domestic  U.S.  circulation  than  Modern  Maturity 
Our  8,990,006  total  is  documented  by  the  geo- 
graphic analysis  of  the  June  30, 1983  ABC  publishers' 
statements. 

It's  explained  by  the  phenomenal  growth  of  the  50  and 
over  market— now  one  in  every  three  adult  Americans. 

And  these  experienced  consumers  control  50%  of 
all  discretionary  income,  according  to  the  Conference 
Board. 

Join  the  growing  list  of  advertisers  who  target  these 
experienced  consumers  in  Modern  Maturity 

There's  no  better  growth  opportunity  for  your 
product  or  service. 

Modern  Maturity 

America's  3rd  largest  magazine. 


Maturity  Magazines  Group,  420  Lexington  Avenue,  New  York,  N.  Y.  10170  212-599-1880 


proved  operating  earnings  in  spite  of 
the  recession  in  coal.  "We  live  pretty 
constantly  with  these  companies," 
says  Thomas. 

Thomas,  who  became  head  of  CSC 
two  years  ago,  came  to  his  solid  but 
seemingly  unexciting  style  of  venture 
capitalism  the  long  way.  The  1960s 
were  a  boom  time  for  growth  stocks, 
and  CSC,  one  of  hundreds  of  federally 
licensed  and  subsidized  small  busi- 
ness investment  companies,  was  in 
the  thick  of  it.  CSC's  1969  portfolio 
included  holdings  in  firms  that  pro- 
vided microfilm  retrieval,  computer- 
tape  processing,  telecommunications 
products  and  financial  software.  All 
those  went  under. 

Fortunately,  the  firm  hung  on  to  its 
Pandick  Press  stock,  picked  up  for  a 
nominal  sum  as  a  result  of  a  1966 
leveraged  buyout  in  which  CSC 
chipped  in  $200,000  in  debt  financing. 
By  1974,  when  CSC's  net  asset  value 
per  share  had  fallen  to  $2  from  a  high 
of  $7.20,  its  directors  had  decided  lev- 
eraged buyouts  weren't  so  bad  and 
technology  startups  weren't  so  hot. 

Today  a  large  chunk  of  assets  is  in 
difficult-to-evaluate  private  firms,  but 
the  valuations  do  not  seem  out  of  line. 
The  largest  holding  is  a  $12  million 
position  in  RectorSeal  Corp.,  the  pipe- 
joint  compound  firm.  That  price 
equals  11  times  net  income  but  is 


The  Money  Men 


equivalent  to  only  4.5  times  operating 
earnings  after  allowance  is  made  for 
excess  cash  and  other  balance  sheet 
items.  The  RectorSeal  stock  cost 
$52,600. 

Like  1969  all  over  again,  venture 
capital  is  in  vogue  today,  with  venture 


Is  this  venture  capital? 
Where  are  the  robotics  and 
genetics?  Says  Bill 
Thomas:  "I  don't  have  the 
ability  to  pick  winners  at 
the  startup  stage." 


capital  funds  disbursing  $2.5  billion 
last  year.  But  Capital  Southwest  re- 
mains something  of  a  wallflower.  It 
trades  (asked  price)  at  $15.25  a  share,  a 
22%  discount  from  net  asset  value — 
34%  before  subtracting  a  reserve  for 
future  tax  liabilities.  All  the  more  in- 
congruous because  investors  rushed 
to  plunk  $60  million  into  Merrill 
Lynch's  1982  venture  partnership, 
which  was  priced  at  an  1 1  %  premium 
to  net  asset  value.  Merrill  Lynch, 
moreover,  takes  20.8%  of  the  profits 
while  putting  up  1%  of  the  capital. 
CSC  has  a  different  sort  of  incen- 


tive: Its  five  employees,  its  directors 
and  officers  of  its  portfolio  companies 
own  one-third  of  the  stock.  It  is  their 
own  money  at  stake. 

So,  Bill  Thomas  picks  his  ventures 
carefully  but  not  timidly.  Last  month 
Alamo  Group,  in  which  CSC  has  a 
34%  stake,  picked  up  a  sickle-bar 
mower  firm  in  New  Jersey,  which 
should  strengthen  its  position  in  the 
highway  median-strip  market.  In  Oc- 
tober CSC  proper  snapped  up  a  42% 
interest  in  Balco  International,  a  Kan- 
sas wall  bumper  and  floor-mat  firm. 
"We  keep  planting  the  seeds,"  says 
Thomas. 

Thomas  says  he  doesn't  like  start- 
ups, but  he  is  too  much  a  pragmatist 
to  avoid  them  entirely.  In  1977  CSC 
entertained  a  plea  for  funds  from  a 
former  mobile  home  company  presi- 
dent, who  wanted  to  start  his  own 
company  by  buying  two  moneylosing 
plants  and  turning  them  around.  He 
was  going  to  put  21  years'  experience 
and  almost  as  much  cash  as  CSC  into 
the  deal.  CSC  bought.  Its  23%  stake 
in  Palm  Harbor  Homes  cost  $400,000 
and  is  now  valued  at  $4.4  million. 
Palm  Harbor  earned  $2.6  million  on 
sales  of  $59  million  in  fiscal  1983  and 
is  shipping  at  a  $100  million  annual 
rate  this  year. 

No  glamour  here,  fust  plain  good 
management  and  sound  products.  ■ 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 

The  offer  is  made  only  by  the  Prospectus. 


$125,000,000 

Quanex  Corporation 

14%%  Senior  Mortgage  Bonds  Due  1999 

(Interest  payable  February  1  and  August  1) 


Quanex 


Price  100% 

plus  accrued  interest  from  February  1;  1984 


Copies  of  the  Prospectus  are  obtainable  in  any  State  from  the  undersigned 
and  such  other  dealers  as  may  Jaw/fully  offer  these  securities  in  such  State. 


Drexel  Burnham  Lambert 

INCORPORATED 


February  6,  1984 


Special  Annual  Report 
Advertising  Section 

will  appear  in  the 

May  7, 1984  issue 

closing  for  copy  March  16 


Results 

Last  year's  Forbes 
Annual  Report 
iAdvertising  Section 
!produced  almost 
700,000  individual 
[requests  for  annual 
reports,  with  each 
'advertiser  receiving 
an  average  of  more 
than  6,000  inquiries. 

Cost 
Efficient 

At  the  low  cost  of 
$2,900  for  aly8  page,  black 
and  white  advertisement,  the 
Annual  Report  Section  will  present  highlights 
from  your  current  annual  report  at  a  cost-per- 
thousand  of  only  $4.06. 

Prospects 

Forbes  has  a  total  readership  that  exceeds 
3,800,000* .  This  enormous  audience  looks  to 


Forbes  for  candid 
business  coverage, 
editorial  insights,  and 
useful  special  features 
like  the  Annual  Report 
Advertising  Section.  Best 
of  all,  your  company's 
message  will  also  reach  an 
exceptional  market  of 
715,000  Forbes  subscribers. 

Active 
Investors 

98%  of  Forbes  subscribers  have 
investment  portfolios  with  an  average  value  of 
$615,000.  In  addition,  92%  of  Forbes  subscriber 
households  own  corporate  stock  with  an  average 
value  of  over  $474,000.  When  Forbes  subscribers 
aren't  focusing  on  their  own  holdings,  many  of 
them  are  helping  others  make  investment 
decisions.  In  fact,  over  half  of  them  offer  advice 
to  corporations,  institutions,  pension  funds, 
trusts,  and  estates,  t 

'Source:  MMR,  1983  Survey  of  Adults  and  Markets  of  Affluence 
^Source:  Don  Bowdren  Associates,  1983 


Don't  Miss  It 

For  Further  Information,  Contact: 
Sarah  Madison 
60  Fifth  Avenue,  New  York,  NY  10011 
(212)  620-2371 


Forbes 

Capitalist  Tool 


Some  stock  portfolios  look  great  for  a 
while,  but  none  of  them  look  great  forever. 


A  recipe  for 
mediocrity 


By  Richard  Phalon 


F|  east  your  eyes  on  these  good- 
ies: IBM  at  an  average  cost  of  $4 
a  share;  P&G  at  $7;  Kodak  at 
$10;  GE  at  $12.  Who's  the  lucky  in- 
vestor? Founders  Mutual  Fund. 

Founders,  you  must  think,  is  one 
hot  performer.  Wrong.  It 
has  been  a  lousy  perform- 
er. Thereby  hangs  a  cau- 
tionary talc:  Getting 
locked  into  a  clutch  of 
blue  chips  can  be  a  recipe 
for  mediocrity. 

This  is  one  case  where 
shareholders  can't  heap 
the  blame  on  manage- 
ment, because  Founders 
was,  by  charter,  born  an 
unmanaged  unit  trust. 
Formed  in  1938,  Founders 
was  empowered  to  invest 
equal  amounts  of  cash  in 
40  specifically  designated 
blue  chips.  Stocks  could 
be  sold  in  equal  dollar 
amounts,  if  need  be,  but 
they  could  be  replaced 
with  new  names  only 
with  approval  from  trust 
holders,  a  cumbersome 
mechanism  indeed. 

The  architect  was  the 
late  Lowell  (Bro)  Collins, 
chairman  of  the  Denver- 
based  advisory  group  that 
also  runs  the  convention- 
ally structured  Founders   

Special  and  Founders  Growth  funds. 
Commentators  differ  on  exactly  how 
Collins  chose  the  40  stocks,  but  his 
package  of  budding  blue  chips  was 
eminently  merchandisable  in  the  gray 
days  of  1938. 

Dollar  averaging  and  diversification 
were  Collins'  selling  points.  His  the- 
ory was  that,  during  any  given  period, 


at  least  10  of  his  stocks  would  be 
hummers,  10  would  not,  and  the  re- 
maining 20  would  mill  around  in  be- 
tween. In  effect,  Collins  had  created  a 
quasi  index  fund — a  cluster  of  big  cap- 
italization stocks  that  he  hoped 
would  do  no  worse  than  the  market  as 
a  whole  and  possibly  lots  better. 


Founders  Mutual's  Borgen 
Some  old  blues  Jade  in  the  stretch. 


The  result  was  the  worst  of  both 
worlds.  In  Forbes'  current  mutual 
fund  survey,  Founders  gets  a  D — in 
both  up  and  down  markets — even 
though  1983  was  one  of  the  fund's 
best  years  ever.  Net  asset  value 
climbed  from  $7.96  to  $10.68  a  share, 
not  including  a  fat  81  cents  in  capital- 
gain  and  dividend  distributions. 


The  figure  has  since  declined  by 
8%,  and  that  illustrates  the  fund's 
problem.  When  blue  chips  were  in 
vogue,  it  could  do  no  wrong.  When 
they  were  out  of  style,  and  for  long 
years  they  were,  Founders  was  out  of 
the  money.  All  this  produced  con- 
stant redemptions.  Founders'  portfo- 
lio, which  peaked  at  $220  million  in 
1967,  was  off  by  35%  at  the  end  of  the 
last  fiscal  year. 

Where  did  Collins'  concept  go 
wrong  and  what  significance  does 
that  carry  for  quality-minded  inves- 
tors today? 

"What  we  needed  was  a  lot  more 
flexibility,"  says  Founders  Mutual 
President  Bjorn  Borgen.  "As  a  unit 
trust  we  had  none  at  all."  What  Bor- 
gen means  is  that  many  of  the  blue 
chips  Founders  Mutual  was  required 
to  buy  had  lost  much  of  their  early 
sheen.  Inland,  U.S.  Steel,  Uniroyal, 
Chrysler  and  Pullman  were  struck  by 
the  malaise  that  affected  most  of 
"Smokestack  America."  RCA  was  the 
fund's  sole  electronics  producer,  and 
it  was  one  of  the  worst  choices  any- 
one could  have  made  during  most  of 
this  period.  Even  so  prom- 
ising a  chemical  entry  as 
Union  Carbide  lost  much 
of  its  early  dynamism. 

Had  it  not  been  for  a  few 
big  hits— IBM,  P&G  and 
Union  Pacific,  the  only 
railroad  in  the  group — 
Founders  might  ultimate- 
ly have  turned  out  to  be  an 
exercise  in  self-hquida- 
tion.  What  was  lacking? 
The  essential  ingredient 
of  portfolio  management. 

That's  all  changed  now. 
After  years  of  trying, 
Founders  Mutual  has  per- 
suaded the  SEC  that  the 
straitjacket  of  the  unit 
trust  charter  could  prove 
fatal.  The  government 
agency  permitted  a  share- 
holder vote  that  reestab- 
lished Founders  Mutual  as 
a  conveniently  managed 
no-load  mutual  fund. 

With  his  new  room  to 
maneuver,  Bjorn  Borgen 
has  already  unloaded  a 
couple  of  golden  oldies, 

 ■.          Chrysler  and  Uniroyal,  at 

healthy  profits.  He  plans  to  redeploy 
the  cash  into  latter-day  blue  chips  in 
the  service  and  health  care  industries. 
Other  Collins  low-growth  industrials 
are  earmarked  for  elimination. 

"We're  going  to  stick  with  blue 
chips,"  he  says,  "but  the  blue  chips  of 
a  new  age."  And  with  no  illusions 
about  these  going  on  forever.  ■ 
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Want  to  see  the  Pony  Express 
come  through  again? 


The  tradition  lives  on  in  Borg-Warner's  Pony  Express  ^  courier  system,  a  ready  fleet  of  modern 
vehicles  that  safely  speed  vital  packages  and  documents  for  business  and  government.  That's  today's 
Borg-Warner.  Diversified  for  financial  stability.  A  company  worth  watching. 


Watch 
Borg-Warner 

For  an  annual  report  write:  Borg-Warner  Dept.  50, 200  South  Michigan  Avenue,  Chicago,  Illinois  60604. 


The  Funds 


A  little  fear  and  a  little  greed.  That's  the  classic  combination  that 
is  now  attracting  investors  to  intermediate-term  bond  funds. 


Climbing  the  yield  curve 


By  Barbara  Rudolph 


SELLING  MUTUAL  FUNDS  is  a  lot 
like    selling    shampoo:  The 
name  of  the  game  for  both  is 
market  segmentation. 

Consider  the  latest  offering  from  T. 
Rowe  Price.  Officially  dubbed  the 
Tax-Free  Short-Intermediate  Fund,  its 
portfolio  is  limited  to  tax-free  bonds 
with  maturities  averaging  under  five 
years.  Between  Jan.  1  and  Feb.  15, 
Price  pulled  in  $20  million,  with 
only  about  20%  coming  from  ex- 
isting shareholders. 

The  Price  fund  isn't  the  first 
one,  of  course,  to  fill  the  gap  be- 
tween 30-year  and  90-day  paper 
(Forbes,  May 9, 1983),  but  it  is  part 
of  a  growing  crowd.  For  example, 
both  Fidelity  Limited  Term  Mu- 
nicipals and  Dreyfus'  Intermedi- 
ate Tax  Exempt  Bond  Fund  have 
10-year  average  weighted  maturi- 
ties. At  the  other  end  of  the  spec- 
trum, Federated's  Short-Interme- 
diate Municipal  Trust  has  an  aver- 
age weighted  maturity  of  480 
days,  while  Merrill  Lynch's 
Limited  Maturity  portfolio  keeps 
the  figure  down  to  about  2  years. 
At  Vanguard's  Short  Term  Portfo- 
lio, it's  2lA  years. 

In  all,  there  are  18  tax-exempt  inter- 
mediate-term bond  funds,  as  well  as 
several  intermediate  taxable  ones. 
The  tax-exempt  fund  market  now 
claims  over  $1.6  billion  in  total  as- 
sets, up  from  some  $300  million  a 
year  ago. 

The  idea  behind  these  mostly  no- 
load  funds  is  simplicity  itself:  Take  a 
little  risk  and  you  can  earn  a  higher 
return  than  what  is  available  in  a 
money  market  fund. 


It's  a  strategy  that  may  make  sense 
at  the  moment.  The  yield  difference 
between  a  one-  and  a  30-year  triple-A 
general  obligation  bond  is  now  365 
basis  points,  while  the  difference  be- 
tween a  one-  and  a  five-year  bond  is 
160  basis  points.  Expressed  another 
way,  putting  your  money  at  risk  for 
five  years  buys  almost  half  as  much 
incremental  yield  as  putting  it  at  risk 
for  a  full  30  years.  Tax-free  money 
funds  with  an  average  maturity  of  68 


days,  for  example,  now  yield  5.06%. 
Intermediate  tax-free  bond  funds, 
with  average  maturities  of  1.9  years, 
yield  6.23%.  And  long-term  bond 
funds,  with  average  maturities  of  21.4 
years,  yield  around  8.6%. 

"If  you  want  to  hedge  your  bets  on 
the  direction  of  interest  rates,  inter- 
mediate-term funds  are  a  timely  prod- 
uct," says  Michael  Dahood,  a  corpo- 
rate bond  analyst  at  Smith  Barney. 
Investors  who  move  from  short  to  in- 


termediate maturities,  however, 
should  watch  the  bond  market  close- 
ly. The  yield  curve  is  constantly 
changing,  and,  in  the  future,  interme- 
diate bonds  may  prove  to  be  relatively 
unappealing. 

These  days,  of  course,  this  new  mu- 
tual fund  product  seems  sensible  and 
salable.  But  not  all  variations  on  the 
theme  make  sense.  Consider  Scud- 
der's  Target  funds.  They  offer  inter- 
mediate-term bonds,  taxable  and  tax- 
free,  but  with  a  twist:  Sharehold- 
ers choose  a  specific  year  of 
maturity.  Expect  tuition  bills  to 
arrive  in  1986?  Fine,  that's  when 
your  fund  will  come  due.  And  if 
you  need  to  redeem  your  shares 
in  advance,  you  can  always  sell 
them  at  net  asset  value. 

A  clever  marketing  gimmick, 
but  maybe  too  clever.  The  Target 
taxable  bond  fund  has  brought  in 
only  $25  million  in  total  assets 
since  its  launch  in  the  fall  of 
1982,  and  the  tax-exempt  bond 
fund  has  drawn  only  $40  million 
since  startup  one  year  ago.  Rich- 
ard Seamans,  Scudder  senior 
group  vice  president,  admits  that 
the  product  faces  an  uncertain  fu- 
ture: "In  the  world  of  marketing, 
simple  is  better.  And  this  was  a 
difficult  concept." 

If  you  make  the  move  from  short  to 
intermediate  term,  remember  that 
you  have  increased  your  risk.  Inter- 
mediate-term funds  are  simply  not 
souped-up  money  market  funds.  It's 
important  to  check  relative  yields,  at 
least  weekly,  to  make  sure  your  posi- 
tion still  makes  sense. 

With  the  bond  market,  more  than 
most  anything  else,  you  get  what  you 
pay  for.  ■ 
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Streetwalker 


Pussycat  no  more? 

.  Investor  Saul  Steinberg  owns  19%  of 
;  Tiger  International,  acquired  at  an  av- 
erage price  of  about  $19  per  share. 
;  That  makes  Steinberg  a  major  loser, 
i  since  the  transportation  company's 
[  stock  now  trades  at  a  mere  $6.50. 
But  not  everyone  is  writing  Tiger — 
and  Steinberg — off.  Restructuring  is 
j  already  well  under  way,  and  continu- 
!  ing  operations  made  money  in  the 
;i  fourth  quarter  of  1983 — the  first  time 
t  since  1981.  The  real  coup,  however, 
f  comes  in  an  unusual  stock  offering 
i  devised  by  Drexel  Burnham  Lambert. 
E  Parent  TI's  Flying  Tiger  subsidiary 
r  plans  to  swap  $14  million  of  new 
!  common  stock  with  warrants,  to  be 
traded  over-the-counter,  for  a  portion 
'iof  its  public  debt.  In  effect,  the  swap 
^establishes  an  initial  market  value  of 
some  $200  million  for  its  remaining 
94%  interest  in  Flying  Tiger. 

The  result:  Each  of  Tiger  Interna- 
tional's 20.5  million  common  shares 
will  also  carry  Flying  Tiger  equity 
worth  more  than  $9.  Add  in  $550  mil- 
lion in  tax  losses,  which  one  analyst 
values  conservatively  at  15  cents  on 
the  dollar,  and  there  is  $3  more  per 
share.  Then  comes  $100  million  in 
mvestment  tax  credits,  which  could 
vorth  another  $1  or  more  per 
put  a  $2  valuation  on  TI's 
operations,  and  these  com- 
^  alone  come  to  $15. 
That's  not  all.  Establishing  a  public 
market  for  Flying  Tiger  may  lead  to  a 
spinoff — much  like  what  recently 
happened  with  TWA.  There  are  tax 
benefits  aplenty  here,  and  playing  the 
numbers  properly  could  help  Stein- 
berg recoup  his  investment.  "By  the 
end  of  1984,"  says  one  investor  who 
likes  the  odds,  "I  see  $12  as  a  mini- 
mum price  for  Tiger." — Thomas  Jaffe 


Dead  money? 

Drug  stocks  are  controversial  these 
days.  Earnings  multiples  are  lower 
relative  to  the  market  than  they  have 
been  in  years,  but  not  everyone  ex- 
pects an  upward  move.  Richard  Vietor 
of  Drexel  Burnham  Lambert  argues 
profits  from  foreign  sales  won't  neces- 
sarily rise  if  the  dollar  falls,  as  some 
optimists  predict.  Governments  out- 
side the  U.S.,  he  explains,  are  trying  to 
control  health  care  costs  by  cutting 
prices.  The  Japanese  will  impose  16% 
price  reductions  this  month,  while 
the  U.K.  has  set  limits  on  profitability 
for  its  drug  manufacturers. 
Vietor  also  worries  that  new  federal 


reimbursement  programs  for  hospi- 
tals and  smaller  price  increases  will 
put  a  crimp  in  drug  industry  earnings. 
In  addition,  he  points  out  that  1984  is 
not  likely  to  be  a  good  new-product 
year,  depriving  many  firms  of  what 
they  need  to  boost  profits  dramatical- 
ly. Three  companies  he  thinks  espe- 
cially vulnerable:  Merck  (P/E,  \3Vi 
times  expected  1984  earnings),  G.D. 
Searle  (14)  and  Squibb  (12).  "For  the 
next  year  or  so,"  says  Vietor,  "there  is 
no  fundamental  reason  to  buy  these 
stocks.  Sell  on  strength.  There's  a  real 
risk  of  dead  money  here."— T.J. 


Plugged  nickel 

Beware  of  bargains  in  bankrupt  com- 
panies that  trade  on  the  Pacific  Stock 
Exchange.  The  latest  horror  story  in- 
volves Saxon  Industries  Inc.  (Forbes, 
July  19,  1982).  In  January  its  shares 
traded  as  high  as  $3.  Then  last  month 
Saxon,  now  being  reorganized,  asked 
for  court  approval  to  sell  out  to  Alco 
Standard  for  $148  million. 

After  creditor  settlements,  the  bet- 
ting is  $5  million  worth  of  new  non- 
convertible  preferreds  with  a  stingy 
5%  annual  dividend  will  be  divided  by 
owners  of  Saxon's  7  million  common 
shares.  Stock  prices  dropped  sharply 
on  this  news,  to  just  over  $1. 

But  even  this  seems  unrealistic.  It 
would  take  roughly  1.4  common 
shares  to  exchange  for  1  share  of  that 
new  preferred.  That  means  Saxon 
stockholders  may  be  paying  close  to 
$1.50  for  annual  dividends  of  5  cents. 
A  stock  isn't  necessarily  cheap  just 
because  it  looks  cheap. — T.J. 


How  the  arbs 
took  the  gas 

The  professional  merger  arbitragers 
and  their  amateur  followers  are  tak- 
ing one  of  their  worst  hosings  in  the 
aftermath  of  Coastal  International's 
failed  effort  to  take  over  Houston  Nat- 
ural Gas.  At  the  moment,  they  are 
sitting  with  paper  losses  of  perhaps 
$200  million  and  with  50%  of  Hous- 
ton's 40  million  shares. 

As  the  drama  unfolded,  HNG 
shares  rose  from  the  mid-40s  to  63, 
before  subsiding  to  a  recent  43.  The 
arbs,  apparently,  bought  on  the  way 
up  on  the  strength  of  Coastal's  $68 
offer — with  the  fallback  position  that 
HNG  might  seek  refuge  in  the  arms  of 
a  well-heeled  white  knight.  Buyers 
felt  doubly  secure  because  one  of 
HNG's  defenses  had  been  an  offer  to 
buy  back  as  many  as  20%  of  its  shares 


for  $69,  a  promise  withdrawn  when 
Coastal  walked  away  from  the  fight. 

As  a  last  resort,  the  arbs  are  now 
trying  to  talk  the  stock  back  by  point- 
ing out  that  HNG  is  just  as  vulnerable 
as  before  to  a  takeover.  But  the  ques- 
tion is,  what  would-be  acquisitor 
would  risk  a  repeat  of  the  costly 
HNG-Coastal  fracas?  And  if  the  arbs 
expect  HNG  to  bail  them  out,  they'll 
be  disappointed  too.  "HNG  doesn't 
intend  to  do  us  any  favors,"  sighs  one 
burned  trader.  "After  all,  we  wanted 
the  other  guy  to  win." 

Is  there  a  winner?  Yes,  the  unsuc- 
cessful attacker,  Coastal.  Besides  get- 
ting $15  million  in  fees  from  HNG,  it 
forced  HNG  to  buy  about  2  million 
shares  for  $125  million,  which  Coast- 
al had  acquired  just  four  months  earli- 
er for  less  than  $100  million.  A  real 
nice  way  to  lose. — T.J. 


The  price  of  popularity 

Marshall  Cogan  and  Stephen  Swid 
raised  a  ruckus  last  year  with  a  bid  for 
Sotheby  Parke  Bernet.  But  now  the 
pair,  whose  General  Felt  makes  carpet 
cushioning,  may  have  a  less  tony  tar- 
get: Chicago-based  Masonite  Corp. 

That's  why  shares  in  the  hardboard 
producer  have  been  strong  lately — up 
15%,  to  nearly  $25,  in  one  recent 
week.  Traders  estimate  that  Cogan 
and  Swid  now  own  4%  of  Masonite's 
9.9  million  shares,  an  investment  of 
$9  million  or  so. 

Masonite,  of  course,  has  attracted 
outsiders  before,  among  them  the  ac- 
quisitive Belzberg  and  Pritzker  fam- 
ilies. Chief  Executive  Robert  Rasmus, 
who  along  with  other  insiders  owns 
15%  of  the  company,  tried  shark  re- 
pellent in  1982  by  spinning  off  under- 
valued timber  assets.  But  Masonite 
remained  a  tasty  morsel. 

Masonite  has  virtually  no  debt  and 
nearly  $8.50  per  share  in  cash. 
Though  the  firm  sells  at  a  20%  premi- 
um to  book  value,  its  market  capital- 
ization is  still  only  $240  million.  Be- 
sides the  hardboard  business,  there's  a 
growing  furniture-components  divi- 
sion. At  a  reasonable  premium,  the 
net  cost  of  takeover  could  be  a  hefty 
12  times  estimated  1984  earnings.  But 
profits  and  cash  flow  should  rise 
smartly  in  a  good  housing  market. 

If  Cogan  and  Swid  do  make  a  bid, 
expect  Rasmus  to  fight.  But  should  he 
then  fall  into  the  arms  of  a  white 
knight,  the  boys  from  General  Felt 
will  just  have  to  soothe  their  bruised 
egos  with  a  fat  profit.  Cogan  and  Swid 
may  not  be  popular  with  corporate 
managements,  but  sometimes  it's 
better  to  be  feared  than  loved. — T.J. 


FORBES,  MARCH  12,  1984 


217 


The  Funds 


A  little  fear  and  a  little  greed.  That's  the  classic  combination  that 
is  now  attracting  investors  to  intermediate-term  bond  funds. 


Climbing  the  yield  curve 


By  Barbara  Rudolph 


SELLING  MUTUAL  FUNDS  is  a  lot 
like    selling    shampoo:  The 
name  of  the  game  for  both  is 
market  segmentation. 

Consider  the  latest  offering  from  T. 
Rowe  Price.  Officially  dubbed  the 
Tax-Free  Short-Intermediate  Fund,  its 
portfolio  is  limited  to  tax-free  bonds 
with  maturities  averaging  under  five 
years.  Between  Jan.  1  and  Feb.  15, 
Price  pulled  in  $20  million,  with 
only  about  20%  coming  from  ex- 
isting shareholders. 

The  Price  fund  isn't  the  first 
one,  of  course,  to  fill  the  gap  be- 
tween 30-year  and  90-day  paper 
(Forbes,  May 9, 1983),  but  it  is  part 
of  a  growing  crowd.  For  example, 
both  Fidelity  Limited  Term  Mu- 
nicipals and  Dreyfus'  Intermedi- 
ate Tax  Exempt  Bond  Fund  have 
10-year  average  weighted  maturi- 
ties. At  the  other  end  of  the  spec- 
trum, Federated's  Short-Interme- 
diate Municipal  Trust  has  an  aver- 
age weighted  maturity  of  480 
days,  while  Merrill  Lynch's 
Limited  Maturity  portfolio  keeps 
the  figure  down  to  about  2  years. 
At  Vanguard's  Short  Term  Portfo- 
lio, it's  2Vi  years. 

In  all,  there  are  18  tax-exempt  inter- 
mediate-term bond  funds,  as  well  as 
several  intermediate  taxable  ones. 
The  tax-exempt  fund  market  now 
claims  over  $1.6  billion  in  total  as- 
sets, up  from  some  $300  million  a 
year  ago. 

The  idea  behind  these  mostly  no- 
load  funds  is  simplicity  itself:  Take  a 
little  risk  and  you  can  earn  a  higher 
return  than  what  is  available  in  a 
money  market  fund. 


It's  a  strategy  that  may  make  sense 
at  the  moment.  The  yield  difference 
between  a  one-  and  a  30-year  triple-A 
general  obligation  bond  is  now  365 
basis  points,  while  the  difference  be- 
tween a  one-  and  a  five-year  bond  is 
160  basis  points.  Expressed  another 
way,  putting  your  money  at  risk  for 
five  years  buys  almost  half  as  much 
incremental  yield  as  putting  it  at  risk 
for  a  full  30  years.  Tax-free  money 
funds  with  an  average  maturity  of  68 


days,  for  example,  now  yield  5.06%. 
Intermediate  tax-free  bond  funds, 
with  average  maturities  of  1.9  years, 
yield  6.23%.  And  long-term  bond 
funds,  with  average  maturities  of  21.4 
years,  yield  around  8.6%. 

"If  you  want  to  hedge  your  bets  on 
the  direction  of  interest  rates,  inter- 
mediate-term funds  are  a  timely  prod- 
uct," says  Michael  Dahood,  a  corpo- 
rate bond  analyst  at  Smith  Barney. 
Investors  who  move  from  short  to  in- 


termediate maturities,  however, 
should  watch  the  bond  market  close- 
ly. The  yield  curve  is  constantly 
changing,  and,  in  the  future,  interme- 
diate bonds  may  prove  to  be  relatively 
unappealing. 

These  days,  of  course,  this  new  mu- 
tual fund  product  seems  sensible  and 
salable.  But  not  all  variations  on  the 
theme  make  sense.  Consider  Scud- 
der's  Target  funds.  They  offer  inter- 
mediate-term bonds,  taxable  and  tax- 
free,  but  with  a  twist:  Sharehold- 
ers choose  a  specific  year  of 
maturity.  Expect  tuition  bills  to 
arrive  in  1986?  Fine,  that's  when 
your  fund  will  come  due.  And  if 
you  need  to  redeem  your  shares 
in  advance,  you  can  always  sell 
them  at  net  asset  value. 

A  clever  marketing  gimmick, 
but  maybe  too  clever.  The  Target 
taxable  bond  fund  has  brought  in 
only  $25  million  in  total  assets 
since  its  launch  in  the  fall  of 
1982,  and  the  tax-exempt  bond 
fund  has  drawn  only  $40  million 
since  startup  one  year  ago.  Rich- 
ard Seamans,  Scudder  senior 
group  vice  president,  admits  that 
the  product  faces  an  uncertain  fu- 
ture: "In  the  world  of  marketing, 
simple  is  better.  And  this  was  a 
difficult  concept." 

If  you  make  the  move  from  short  to 
intermediate  term,  remember  that 
you  have  increased  your  risk.  Inter- 
mediate-term funds  are  simply  not 
souped-up  money  market  funds.  It's 
important  to  check  relative  yields,  at 
least  weekly,  to  make  sure  your  posi- 
tion still  makes  sense. 

With  the  bond  market,  more  than 
most  anything  else,  you  get  what  you 
pay  for.  ■ 
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Streetwalker 


Pussycat  no  more? 

Investor  Saul  Steinberg  owns  19%  of 
Tiger  International,  acquired  at  an  av- 
lerage  price  of  about  $19  per  share. 
iThat  makes  Steinberg  a  major  loser, 
i  since  the  transportation  company's 
stock  now  trades  at  a  mere  $6.50. 

But  not  everyone  is  writing  Tiger — 
and  Steinberg — off.  Restructuring  is 
already  well  under  way,  and  continu- 
ing operations  made  money  in  the 
fourth  quarter  of  1983 — the  first  time 
since  1981.  The  real  coup,  however, 
comes  in  an  unusual  stock  offering 
devised  by  Drexel  Burnham  Lambert. 
Parent  TI's  Flying  Tiger  subsidiary 
plans  to  swap  $14  million  of  new 
common  stock  with  warrants,  to  be 
traded  over-the-counter,  for  a  portion 
of  its  public  debt.  In  effect,  the  swap 
establishes  an  initial  market  value  of 
some  $200  million  for  its  remaining 
94%  interest  in  Flying  Tiger. 

The  result:  Each  of  Tiger  Interna- 
tional's 20.5  million  common  shares 
will  also  carry  Flying  Tiger  equity 
worth  more  than  $9.  Add  in  $550  mil- 
lion in  tax  losses,  which  one  analyst 
values  conservatively  at  15  cents  on 
the  dollar,  and  there  is  $3  more  per 
share.  Then  comes  $100  million  in 
investment  tax  credits,  which  could 
be  worth  another  $1  or  more  per 
share.  Put  a  $2  valuation  on  TI's 
trucking  operations,  and  these  com- 
ponents alone  come  to  $15. 

That's  not  all.  Establishing  a  public 
market  for  Flying  Tiger  may  lead  to  a 
spinoff — much  like  what  recently 
happened  with  TWA.  There  are  tax 
benefits  aplenty  here,  and  playing  the 
numbers  properly  could  help  Stein- 
berg recoup  his  investment.  "By  the 
end  of  1984,"  says  one  investor  who 
likes  the  odds,  "I  see  $12  as  a  mini- 
mum price  for  Tiger." — Thomas  Jaffe 

Dead  money? 

Drug  stocks  are  controversial  these 
days.  Earnings  multiples  are  lower 
relative  to  the  market  than  they  have 
been  in  years,  but  not  everyone  ex- 
pects an  upward  move.  Richard  Vietor 
of  Drexel  Burnham  Lambert  argues 
profits  from  foreign  sales  won't  neces- 
sarily rise  if  the  dollar  falls,  as  some 
optimists  predict.  Governments  out- 
side the  U.S.,  he  explains,  are  trying  to 
control  health  care  costs  by  cutting 
prices.  The  Japanese  will  impose  16% 
price  reductions  this  month,  while 
the  U.K.  has  set  limits  on  profitability 
for  its  drug  manufacturers. 
Vietor  also  worries  that  new  federal 


reimbursement  programs  for  hospi- 
tals and  smaller  price  increases  will 
put  a  crimp  in  drug  industry  earnings. 
In  addition,  he  points  out  that  1984  is 
not  likely  to  be  a  good  new-product 
year,  depriving  many  firms  of  what 
they  need  to  boost  profits  dramatical- 
ly. Three  companies  he  thinks  espe- 
cially vulnerable:  Merck  (P/E, 
times  expected  1984  earnings),  G.D. 
Searle  (14)  and  Squibb  (12).  "For  the 
next  year  or  so,"  says  Vietor,  "there  is 
no  fundamental  reason  to  buy  these 
stocks.  Sell  on  strength.  There's  a  real 
risk  of  dead  money  here." — T.J. 

Plugged  nickel 

Beware  of  bargains  in  bankrupt  com- 
panies that  trade  on  the  Pacific  Stock 
Exchange.  The  latest  horror  story  in- 
volves Saxon  Industries  Inc.  (Forbes, 
July  19,  1982).  In  January  its  shares 
traded  as  high  as  $3.  Then  last  month 
Saxon,  now  being  reorganized,  asked 
for  court  approval  to  sell  out  to  Alco 
Standard  for  $148  million. 

After  creditor  settlements,  the  bet- 
ting is  $5  million  worth  of  new  non- 
convertible  preferreds  with  a  stingy 
5%  annual  dividend  will  be  divided  by 
owners  of  Saxon's  7  million  common 
shares.  Stock  prices  dropped  sharply 
on  this  news,  to  just  over  $1. 

But  even  this  seems  unrealistic.  It 
would  take  roughly  1.4  common 
shares  to  exchange  for  1  share  of  that 
new  preferred.  That  means  Saxon 
stockholders  may  be  paying  close  to 
$1.50  for  annual  dividends  of  5  cents. 
A  stock  isn't  necessarily  cheap  just 
because  it  looks  cheap. — TJ. 

How  the  arbs 
took  the  gas 

The  professional  merger  arbitragers 
and  their  amateur  followers  are  tak- 
ing one  of  their  worst  hosings  in  the 
aftermath  of  Coastal  International's 
failed  effort  to  take  over  Houston  Nat- 
ural Gas.  At  the  moment,  they  are 
sitting  with  paper  losses  of  perhaps 
$200  million  and  with  50%  of  Hous- 
ton's 40  million  shares. 

As  the  drama  unfolded,  HNG 
shares  rose  from  the  mid-40s  to  63, 
before  subsiding  to  a  recent  43.  The 
arbs,  apparently,  bought  on  the  way 
up  on  the  strength  of  Coastal's  $68 
offer — with  the  fallback  position  that 
HNG  might  seek  refuge  in  the  arms  of 
a  well-heeled  white  knight.  Buyers 
felt  doubly  secure  because  one  of 
HNG's  defenses  had  been  an  offer  to 
buy  back  as  many  as  20%  of  its  shares 


for  $69,  a  promise  withdrawn  when 
Coastal  walked  away  from  the  fight. 

As  a  last  resort,  the  arbs  are  now 
trying  to  talk  the  stock  back  by  point- 
ing out  that  HNG  is  just  as  vulnerable 
as  before  to  a  takeover.  But  the  ques- 
tion is,  what  would-be  acquisitor 
would  risk  a  repeat  of  the  costly 
HNG-Coastal  fracas?  And  if  the  arbs 
expect  HNG  to  bail  them  out,  they'll 
be  disappointed  too.  "HNG  doesn't 
intend  to  do  us  any  favors,"  sighs  one 
burned  trader.  "After  all,  we  wanted 
the  other  guy  to  win." 

Is  there  a  winner?  Yes,  the  unsuc- 
cessful attacker,  Coastal.  Besides  get- 
ting $15  million  in  fees  from  HNG,  it 
forced  HNG  to  buy  about  2  million 
shares  for  $125  million,  which  Coast- 
al had  acquired  just  four  months  earli- 
er for  less  than  $100  million.  A  real 
nice  way  to  lose. — T.J. 

The  price  of  popularity 

Marshall  Cogan  and  Stephen  Swid 
raised  a  ruckus  last  year  with  a  bid  for 
Sotheby  Parke  Bernet.  But  now  the 
pair,  whose  General  Felt  makes  carpet 
cushioning,  may  have  a  less  tony  tar- 
get: Chicago-based  Masonite  Corp. 

That's  why  shares  in  the  hardboard 
producer  have  been  strong  lately — up 
15%,  to  nearly  $25,  in  one  recent 
week.  Traders  estimate  that  Cogan 
and  Swid  now  own  4%  of  Masonite's 
9.9  million  shares,  an  investment  of 
$9  million  or  so. 

Masonite,  of  course,  has  attracted 
outsiders  before,  among  them  the  ac- 
quisitive Belzberg  and  Pritzker  fam- 
ilies. Chief  Executive  Robert  Rasmus, 
who  along  with  other  insiders  owns 
15%  of  the  company,  tried  shark  re- 
pellent in  1982  by  spinning  off  under- 
valued timber  assets.  But  Masonite 
remained  a  tasty  morsel. 

Masonite  has  virtually  no  debt  and 
nearly  $8.50  per  share  in  cash. 
Though  the  firm  sells  at  a  20%  premi- 
um to  book  value,  its  market  capital- 
ization is  still  only  $240  million.  Be- 
sides the  hardboard  business,  there's  a 
growing  furniture-components  divi- 
sion. At  a  reasonable  premium,  the 
net  cost  of  takeover  could  be  a  hefty 
12  times  estimated  1984  earnings.  But 
profits  and  cash  flow  should  rise 
smartly  in  a  good  housing  market. 

If  Cogan  and  Swid  do  make  a  bid, 
expect  Rasmus  to  fight.  But  should  he 
then  fall  into  the  arms  of  a  white 
knight,  the  boys  from  General  Felt 
will  just  have  to  soothe  their  bruised 
egos  with  a  fat  profit.  Cogan  and  Swid 
may  not  be  popular  with  corporate 
managements,  but  sometimes  it's 
better  to  be  feared  than  loved.— T.J. 
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Smart  investors  bought  30-month  savings 
certificates  in  1981,  when  interest  rates 
were  18%  or  so.  Now  the  party's  over. 
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FOR  AN  ENCORE? 


MONEY  &  INVESTMENTS 


By  Ben  Weberman 


A  little  over  two  years  ago  the  coun- 
try was  in  deep  recession,  inflation 
was  rampant  and  interest  rates  were 
at  levels  not  seen  before  in  our  time. 
Commercial  banks  and  thrift  insti- 
tutions were  paying  up  to  16.55%, 
or  18.27%  compounded  daily,  on 
30-month  savings  certificates.  From 
August  1981  through  October  1982 
they  marketed  a  staggering  $125  bil- 
lion worth  of  these  certificates. 

Anyone  who  snapped  them  up 
was  well  rewarded.  (Of  course,  any- 
one who  was  smart  enough  to  buy  a 
30-year  Treasury  bond  in  August, 
September  or  October  1981  found 
yields  of  more  than  14%.  But  that 
took  considerable  fortitude  in  those 
hysterical  days,  when  the  doom- 
sayers  were  predicting  interest  rates 
would  go  up  to  25%.) 

Those  2 '/2-year  certificates  are 
maturing.  Now  what? 

Whatever  you  do,  don't  mindless- 
ly roll  over  your  money.  If  you  want 
another  short-term  investment — 
say,  two-  to  four-year  maturity — 
stay  away  from  the  banks  and  S&Ls. 
You  will  have  to  search  very  hard  to 
find  an  institution  that  is  willing  to 
pay  1 1.5%  for  2'/2-year  money.  And 
the  banks  have  slack  loan  demand 
and  billions  of  dollars  of  money 
market  deposits  sitting  there  pas- 
sively. They  have  access  to  enor- 
mous sums  of  corporate  cash  be- 
Ben  Weberman  is  economics  editor  of 
Forbes  magazine. 


cause  corporations  are  so  flush.  In 
short,  they  hardly  need  more  mon- 
ey— liabilities  to  a  bank  or  S&L — so 
they  are  deliberately  underbidding 
the  market.  These  institutions  can 
draw  as  much  as  they  need  through 
large  negotiable  CDs  paying  no 
more  than  9.5%  or  so  for  30-day  to 
180-day  maturity. 

No,  it  would  be  much  better  to 
turn  to  the  open  market.  Bond 
prices  have  been  giving  way  since 
early  February  under  the  weight  of 
deficit  demagoguery  and  worries, 
mostly  exaggerated,  about  infla- 
tion's "reheating."  Since  Fed  Chair- 
man Volcker  met  with  President 
Reagan  on  Feb.  15,  I  have  become 
more  convinced  that  they  under- 
stand each  other.  The  Fed  will  put 
one  more  scare  into  investors  to  try 
to  slow  down  a  potentially  over- 
heating economy. 

Therefore,  I  think  that  possibly 
by  the  end  of  March  and  certainly 
not  later  than  May,  we  will  see  one 
of  the  strongest  bond  market  rallies 
on  record.  Remember,  Volcker  and 
Reagan  had  a  similar  meeting  in 
February  1982,  with  similar  results. 

Here  are  some  pros  and  cons  of 
specific  instruments: 

•  Treasury  bonds.  You  can't  get 
17%  or  18%  in  an  insured  bank 
deposit  today,  but  you  can  get,  as 
this  is  written,  10.85%  from  risk- 
free  and  easily  marketable  10%% 
Treasurys  due  in  January  1986.  A  4- 
year  Treasury  yields  1 1 .40% .  If 
you're  willing  to  go  to  longer  matu- 
rities, a  10-year  Treasury  returns 
11.90%;  a  20-year  bond,  12.05%; 
and  a  30-year  bond,  12%.  Remem- 
ber, the  longer  maturities  may  pay 
more,  but  they  also  carry  much 
greater  market  risk;  that  is,  the 
price  swings  more  widely  for  each 
basis  point  of  change  than  does  a 
shorter-maturity  issue. 

•  Ordinary  money  market  mutu- 


al funds.  No  bargain  anymore.  You 
face  the  same  interest  rate  risk  as 
with  bank  money  market  deposits. 
Moreover,  anywhere  from  20%  to 
30%  of  a  typical  money  market  mu- 
tual fund  is  invested  in  bank  CDs. 
So,  after  fees  and  overhead  are  de- 
ducted, they  pay  shareholders  less 
than  the  CDs  yield. 

•  Short-  and  intermediate-term 
funds,  both  tax-free  (see  p.  216)  and 
taxable.  On  the  taxable  side,  there 
are  some  interesting  ones  that  may 
fill  the  bill.  For  investors  who  don't 
want  to  hold  Treasurys,  one  possi- 
bility might  be  an  intermediate- 
term  U.S.  government  fund  like 
those  managed  by  Franklin  Re- 
search, Scudder  or  Kemper  Finan- 
cial Services.  Scudder  Target  funds 
permit  the  investor  to  select  matu- 
rities of  1984,  1985,  1986,  1987  or 
1990  The  Scudder  fund  yields  range 
from  8.56%  to  10.63%.  Franklin, 
with  an  average  maturity  of  seven 
years,  yields  12.15%;  Kemper  has 
an  average  maturity  of  eight  years 
and  yields  11.48%. 

•  GNMA  mutual  funds.  There 
are  at  least  two — Vanguard  and  Fed- 
erated— with  a  somewhat  longer 
maturity  and  greater  yield  than  or- 
dinary money  market  funds.  Both 
are  totally  devoted  to  GNMA  in- 
vestments. Vanguard  yields 
11.64%,  Federated  11.74%. 

These  funds'  managers  have  ex- 
pertise in  this  complicated  field. 
That  is  important  because  many  of 
the  dealers  who  advertise  high  rates 
for  GNMA  mortgage  passthrough 
pools  are  using  average-life  assump- 
tions that  are  not  valid  in  the  pres- 
ent interest  rate  climate.  The  result 
of  this  can  be  a  rapid  paydown  of 
mortgages  that  were  bought  at  a  pre- 
mium and  principal  losses  that  are 
not  always  explained  fully  to  the 
uninformed  investor. 

But  even  these  GNMA  funds  are 
less  appealing,  I  think,  than  direct 
U.S.  Treasury  obligations.  Why  take 
a  mutual  fund  with  a  long  average 
life  and  a  yield  of  1 1 .74%,  subject  to 
state  income  taxes,  when  you  can 
get  a  12-year  Treasury  priced  to 
yield  11.75%  with  the  interest 
exempt  from  income  taxes  in  most 
states?  Furthermore,  you  are  certain 
of  the  maturity  of  a  Treasury;  you 
don't  have  that  certainty  on  any 
GNMA-mortgage-backed  certifi- 
cate and  the  mutual  funds  investing 
in  them.  ■ 
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Smart  investors  bought  30-month  savings 
certificates  in  1981,  when  interest  rates 
were  18%  or  so.  Now  the  party's  over. 

WHAT  DO  YOU  DO 
FOR  AN  ENCORE? 


By  Ben  Weberman 


A  little  over  two  years  ago  the  coun- 
try was  in  deep  recession,  inflation 
was  rampant  and  interest  rates  were 
at  levels  not  seen  before  in  our  time. 
Commercial  banks  and  thrift  insti- 
tutions were  paying  up  to  16.55%, 
or  18.27%  compounded  daily,  on 
30-month  savings  certificates.  From 
August  1981  through  October  1982 
they  marketed  a  staggering  $125  bil- 
lion worth  of  these  certificates. 

Anyone  who  snapped  them  up 
was  well  rewarded.  (Of  course,  any- 
one who  was  smart  enough  to  buy  a 
30-year  Treasury  bond  in  August, 
September  or  October  1981  found 
yields  of  more  than  14%.  But  that 
took  considerable  fortitude  in  those 
hysterical  days,  when  the  doom- 
sayers  were  predicting  interest  rates 
would  go  up  to  25%.) 

Those  2l/2-year  certificates  are 
maturing.  Now  what? 

Whatever  you  do,  don't  mindless- 
ly roll  over  your  money.  If  you  want 
another  short-term  investment — 
say,  two-  to  four-year  maturity — 
stay  away  from  the  banks  and  S&Ls. 
You  will  have  to  search  very  hard  to 
find  an  institution  that  is  willing  to 
pay  1 1.5%  for  2'/2-year  money.  And 
the  banks  have  slack  loan  demand 
and  billions  of  dollars  of  money 
market  deposits  sitting  there  pas- 
sively. They  have  access  to  enor- 
mous sums  of  corporate  cash  be- 
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cause  corporations  are  so  flush.  In 
short,  they  hardly  need  more  mon- 
ey— liabilities  to  a  bank  or  S&L — so 
they  are  deliberately  underbidding 
the  market.  These  institutions  can 
draw  as  much  as  they  need  through 
large  negotiable  CDs  paying  no 
more  than  9.5%  or  so  for  30-day  to 
180-day  maturity. 

No,  it  would  be  much  better  to 
turn  to  the  open  market.  Bond 
prices  have  been  giving  way  since 
early  February  under  the  weight  of 
deficit  demagoguery  and  worries, 
mostly  exaggerated,  about  infla- 
tion's "reheating."  Since  Fed  Chair- 
man Volcker  met  with  President 
Reagan  on  Feb.  15,  I  have  become 
more  convinced  that  they  under- 
stand each  other.  The  Fed  will  put 
one  more  scare  into  investors  to  try 
to  slow  down  a  potentially  over- 
heating economy. 

Therefore,  I  think  that  possibly 
by  the  end  of  March  and  certainly 
not  later  than  May,  we  will  see  one 
of  the  strongest  bond  market  rallies 
on  record.  Remember,  Volcker  and 
Reagan  had  a  similar  meeting  in 
February  1982,  with  similar  results. 

Here  are  some  pros  and  cons  of 
specific  instruments: 

•  Treasury  bonds.  You  can't  get 
17%  or  18%  in  an  insured  bank 
deposit  today,  but  you  can  get,  as 
this  is  written,  10.85%  from  risk- 
free  and  easily  marketable  105/s% 
Treasurys  due  in  January  1986.  A  4- 
year  Treasury  yields  11.40%.  If 
you're  willing  to  go  to  longer  matu- 
rities, a  10-year  Treasury  returns 
11.90%;  a  20-year  bond,  12.05%; 
and  a  30-year  bond,  12%.  Remem- 
ber, the  longer  maturities  may  pay 
more,  but  they  also  carry  much 
greater  market  risk;  that  is,  the 
price  swings  more  widely  for  each 
basis  point  of  change  than  does  a 
shorter-maturity  issue. 

•  Ordinary  money  market  mutu- 
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al  funds.  No  bargain  anymore.  You 
face  the  same  interest  rate  risk  as 
with  bank  money  market  deposits. 
Moreover,  anywhere  from  20%  to 
30%  of  a  typical  money  market  mu- 
tual fund  is  invested  in  bank  CDs. 
So,  after  fees  and  overhead  are  de- 
ducted, they  pay  shareholders  less 
than  the  CDs  yield. 

•  Short-  and  intermediate-term 
funds,  both  tax-free  (see  p.  216)  and 
taxable.  On  the  taxable  side,  there 
are  some  interesting  ones  that  may 
fill  the  bill.  For  investors  who  don't 
want  to  hold  Treasurys,  one  possi- 
bility might  be  an  intermediate- 
term  U.S.  government  fund  like 
those  managed  by  Franklin  Re- 
search, Scudder  or  Kemper  Finan- 
cial Services.  Scudder  Target  funds 
permit  the  investor  to  select  matu- 
rities of  1984,  1985,  1986,  1987  or 
1990.  The  Scudder  fund  yields  range 
from  8.56%  to  10.63%.  Franklin, 
with  an  average  maturity  of  seven 
years,  yields  12.15%;  Kemper  has 
an  average  maturity  of  eight  years 
and  yields  11.48%. 

•  GNMA  mutual  funds.  There 
are  at  least  two — Vanguard  and  Fed- 
erated— with  a  somewhat  longer 
maturity  and  greater  yield  than  or- 
dinary money  market  funds.  Both 
are  totally  devoted  to  GNMA  in- 
vestments. Vanguard  yields 
1 1 .64%,  Federated  1 1 .74% . 

These  funds'  managers  have  ex- 
pertise in  this  complicated  field. 
That  is  important  because  many  of 
the  dealers  who  advertise  high  rates 
for  GNMA  mortgage  passthrough 
pools  are  using  average-life  assump- 
tions that  are  not  valid  in  the  pres- 
ent interest  rate  climate.  The  result 
of  this  can  be  a  rapid  paydown  of 
mortgages  that  were  bought  at  a  pre- 
mium and  principal  losses  that  are 
not  always  explained  fully  to  the 
uninformed  investor. 

But  even  these  GNMA  funds  are 
less  appealing,  I  think,  than  direct 
U.S.  Treasury  obligations.  Why  take 
a  mutual  fund  with  a  long  average 
life  and  a  yield  of  1 1 . 74% ,  subject  to 
state  income  taxes,  when  you  can 
get  a  12-year  Treasury  priced  to 
yield  11.75%  with  the  interest 
exempt  from  income  taxes  in  most 
states?  Furthermore,  you  are  certain 
of  the  maturity  of  a  Treasury;  you 
don't  have  that  certainty  on  any 
GNMA-mortgage-backed  certifi- 
cate and  the  mutual  funds  investing 
in  them.  ■ 
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ARIZONA  SILVER  CORPORATION  (ARIZONA) 
CONTINENTAL  SILVER  CORP.  (CONTINENTAL) 
JOINT  NEWS  RELEASE 

VANCOUVER,  B.C.,  Canada  —  February  15,  1984 
EUREKA  MINING  PROPERTY 

"ARIZONA"  and  "CONTINENTAL"  ate  pleased  to  announce 
that  recent  exploration  work  being  conducted  near  the 
Companies'  EUREKA  MINING  PROPERTY  is  confirming  the 
likelihood  of  the  extension  of  the  current  area  of  proven  ore 
development  for  an  additional  1500'  in  a  north-westerly 
direction. 

Gamin  Resources  Inc.  who  are  conducting  a  diamond 
drilling  program  on  their  property  which  adjoins  the 
"EUREKA  PROPERTY"  to  the  north  have  recently  announced 
that  "hole  number  8  has  encountered  13-15  feet  of  material 
with  visible  signs  of  horn  and  ruby  silver".  The  "Gamin" 
drilling  program  is  being  conducted  approximately  3000  feet 
to  the  northwest  (1500  feet  from  the  EUREKA-GAMIN  claim 
boundary)  on  a  known  mineralized  fault  zone  from  where 
ARIZONA/CONTINENTAL  have  conducted  considerable  devel- 
opment work  and  have  already  established  ore 
reserves 

In  December,  1982  ARIZONA  as  to  60%  and  CONTINEN- 
TAL as  to  40%  entered  into  an  Option  Agreement  to  acquire 
the  15  mineral  claim  EUREKA  MINING  PROPERTY  located  in 
Mohave  County  8  miles  north  of  Kingman,  Arizona.  This 
Option  was  approved  by  the  regulatory  authorities  on 
November  16,  1983. 

 Ore  stockpiled  to  date  includes  500  tons  averaging  20- 

30  oz.  silver/ton  and  a  further  2000  tons  of  lower 
grade  material  stockpiled  from  development  drifting 
which  can  be  treated  at  the  "ARIZONA" plant  at  White 
Hills,  50  miles  to  the  north-west. 
....  Indicated  reserves  in  the  immediate  area  where  this 
development  work  has  been  conducted  include  an 
additional  450  tons  of  40  oz.  silver/ton  and  1545  tons 
of  20  oz.  silver/ton. 
The  results  of  the  Gamin  drilling  program  substantiate 
the  current  plans  for  ARIZONA/CONTINENTAL  to  conduct 
additional  deeper  drilling  and  development  work  to  the 
northwest  along  the  existing  mineralized  fault  zone  to 
increase  ore  reserves  on  the  EUREKA  PROPERTY. 
Progress  Reports  containing  details  of  current  development/ 
production  plans  for  the  Companies'  other  Mining  Projects 
are  near  completion  and  will  be  released  shortly. 
WHITE  HILLS  SILVER  PROPERTIES— Mohave  County,  Arizona 
McCRACKEN  SILVER  PROPERTY— Owens  Mining  Division, 

Arizona  (Arizona  60%/Continental  40%) 
BURRO  CREEK  MINE  PROPERTY— Mohave  County,  Arizona 
(Option — possible  large  tonnage  open-pit  gold  operation) 


Arizona  Silver  Corporation 

Authorized  10,000,000  shares 
Issued  4,626,934  shares 
Listed: 

VancouverStockExchange  /ARZ 
NASDAQ  /ARZ  NF 


Continental  Silver  Corp. 

Authorized  5,000,000  shares 
Issued  3,160,085  shares 
Listed: 

Vancouver  Stock  Exchange/  CVR 
NASDAQ  /CTL  SF 


(Contact:  Charles  S.  Underhill,  Director,  Arizona  Silver 
Corporation  &  Continental  Silver  Corp.,  Suite  1 140, 625  Howe 
Street,  Vancouver  B.C.,  Canada  V6C  2T6  Phone:  (604)  689- 
5588  or  Michael  Connor,  Balfour  Securities,  Suite  2170,  630 
5th  Avenue,  New  York,  N.Y.  Phone  (212)  489-7133.) 

COLOR  T!LF,  INC.  O 

Fort  Worth,  Texas,  Jan.  19 — Color  Tile,  Inc.,  a  specialty 
retailerof  do-it-yourself  home  improvement  products  with  610 
stores  nation-wide,  announced  today  that  earnings  per  share 
for  the  second  quarter  increased  20  percent  over  the  same 
period  a  year  ago.  Quarterly  earnings  were  $3,604,000  or  $ .36 
per  share  versus  $3,103,000  and  $.30  per  share  last  year. 
Sales  forthequarter  increased  18.6  percent  with  $68,722,000 
this  year  against  $57,945,000  last  year. 


Six  month  earnings  per  share  increased  19.2  percent  over 
the  same  period  last  year.  Actual  earnings  were  $6,293,000  or 
$.62  against  $5,452,000  and  $.52  a  year  ago.  Sales  for  the  six 
months  increased  14  percent  to  $131,497,000  against 
$115,320,000. 

COLOR  TILE,  INC. 

2ndQtr.  Ended  Dec  31  1983  1982 

Net  sales  $  68,722,000      $  57.945,000 

Income  before  income  taxes  $    6,828,000      $  5.437.000 

Provision  lor  income  taxes  3,224,000  2,334,000 

Net  income  $    3,604,000      $  3.103,000 

Av.  common  shares  outstg  9,952,000  10,446,000 

Net  income  per  average 
common  share 


6  Mos  Ended  Dec  31 
Net  sales 

Income  before  income  taxes 
Provision  for  income  taxes 
Net  income 

Av.  common  shares  outstg. 
Net  income  per  average 
common  share 


$  0.36 

1983 
$131,497,000 
$  11,883,000 
5,590,000 
$  6,293,000 
10,159,000 

$  0.62 


$  0.30 

1982 
$115,320,000 
$  9,819.000 

4,367,000 
$  5,452.000 

10,431,000 

$  0.52 


"Salesand  earnings  momentum  continued  to  strengthen  in 
the  second  quarter  as  both  averagedaily  sales  and  promotion- 
al periods  were  strong  and  compared  favorably  to  the  prior 
year,"  stated  John  A.  Wilson,  chairman  of  the  board,  president 
and  chief  executive  officer. 

(Contact:  Barry  W.  Witt,  vice  president  and  treasurerof  Color 
Tile,  Inc.,  at  515  Houston  St.,  Fort  Worth,  TX  76102,  or  phone 
(817)  870-9634.)  

AMETEK,  INC.  N 
RECORD  FOURTH  QUARTER  CAPS 
BEST  YEAR  IN  AMETEK'S  HISTORY 

PAOLI,  PA.,  Feb.  2,  1984— AMETEK,  Inc.,  (NYSE:  PSE) 
reported  today  that  its  fourth  quarter  sales  and  net  income 
reached  new  record  levels,  bringing  year  end  totals  to  new  all- 
time  highs  for  the  industrial  manufacturer. 

Fourth  quarter  earnings,  before  a  gain  from  the  sale  of 
securities,  reached  a  record  $7.1  million  or  33  cents  per  share 
on  sales  of  $1 16.6  million,  compared  to  the  $5.8  million  or  27 
cents  pershareAMETEKearned  inthefourth  quarter  of  1982on 
salesof  $92. 7  million.  In  addition,  a  1983  fourth  quarter  after- 
tax gain  of  $5.7  million  or  26  cents  per  share  from  the  sale  of 
AMETEK's  approximately  ten  percent  holding  of  Robertshaw 
Controls  Company  stock,  brought  net  income  for  that  period  to 
$12.8  million  or  59  cents  per  share. 

The  record  fourth  quarter  sales  boosted  AMETEK's  total 
sales  for  1983  to  $448.2  million,  highest  annual  sales  in  the 
company's  history  and  six  percent  ahead  ofthe  $423.7  million 
shipped  in  1982.  Earnings  in  1983  before  the  securities  gain 
totaled  a  record  $32. 1  million  or  $  1 .48  per  share,  an  18  percent 
gain  over  the  $27.3  million  or  $1.25  per  share  earned  in  1982. 
Including  the  gain  on  the  sale  of  securities,  net  income  in  1983 
reached  $37.8  million  or  $1.74  per  share.  All  per  share  figures 
areadjustedforAMETEK'stwo-for-onestocksplit  in  July,  1983. 

While  sales  lagged  in  the  first  half  of  1983,  AMETEK's 
earnings  growth  has  been  very  consistent,  according  to 
company  President  Robert  L.  Noland.  "Record  income  in  the 
last  three  months  of  1983  makes  this  the  49th  quarter  of  the 
last  52  in  which  AMETEK  achieved  new  earnings  records, 
compared  to  the  same  period  of  the  previous  year,"  Noland 
said. 

AMETEK's  President  noted  that  in  early  1983  the  com- 
pany's Industrial  Materials  group  was  the  first  segment  to 
respond  to  the  economic  recovery,  with  increased  demand 
for  their  aluminum  and  plastics  products  from  the  auto- 
motive, appliance  and  construction  markets.  By  mid-year 
AMETEK's  Electromechanical  group  was  booking  new  orders 
at  record  rates,  especially  for  electric  motors  used  in 
business  machines  and  copiers,  jet  aircraft  engine  sub- 


systems and  fuel  systems  for  the  space  shuttle,  N 
said.  The  third  quarter  saw  a  recovery  of  instrument  oi 
usually  a  leading  indicator  of  the  industrial  ecc 
according  to  Noland.  New  orders  have  continued  to 
upward  through  January,  indicating  a  broad  rccovi 
industrial  markets  is  continuing.  "Unfortunately  tf| 
provement  has  not  extended  to  AMETEK's  Process  E 
ment  group,"  Noland  added,  "and  demand  for  these  c 
goods  is  still  below  '78-79  levels." 

During  1983  AMETEK  acquired  three  businesses  thi 
cash  purchases,  including  two  small  manufacture 
technical  instruments.  In  late  July  it  completed  the 
million  cash  purchases  of  the  Microfoam  plastic  pack 
material  business  from  the  DuPont  Company,  which  AN 
said  contributed  profitably  to  results  during  the  las 
months  of  the  year. 

During  the  first  half  of  1983  the  company  pure 
shares  of  its  own  stock  on  the  market,  acquiring  a  tc 
just  under  500,000  shares,  adjusted  for  the  two-fo 
stock  split.  Following  the  July  split,  AMETEK's  Boa 
Directors  voted  to  increase  the  dividend  on  the  newlj 
shares  by  one-third,  setting  a  quarterly  payment 
equivalent  to  80  cents  per  share  annually,  the  34tf 
secutive  annual  increase  in  dividend  payments  for  AM 

3  Mos.  Ended  Dec.  31  12  Mos  Ended  Dec 


1983 

Sales  {116.554.000 
Nef  Income  12.779.000 
Earnings  per  share  $.59 
Dividends  per  share  $.20 
Average  shares 

outstanding  21.705.486 


1982 
$92  742,000 
5788.000 
$27 
$15 


1983 
$448. 152.000 
37. 753.000' 
$1.74' 
$70 

21.739,072 


$423.1 
2/. 


21 


21.898.060 

1)  Includes  after  tax  gam  of  $5  7  million,  or  26  cents  per  share  from  sales  of  R< 
stock 

Note  All  share  and  pel  share  figures  adiusted  to  reflect  a  two-tor-one  stock  spl 
1983 

(Contact:  Darrah  Ribble,  Jr.,  AMETEK,  Inc.,  Station ! 
Two,  Paoli,  PA  19301.  Phone:  (215)  647-2121.) 


COMPUTER  TASK  GROUP,  INC. 

BUFFALO,  N.Y.,  Feb.  3— Computer  Task  Group 
(NASDAQ:  CTSK)  today  reported  record  revenues  and: 
ings  of  $54,193,000  and  $1,454,000  for  the  year 
December  31,  1983.  1982  s  revenue  and  earnings 
$40,116,000  and  $1,144,000,  respectively.  This  mar 
first  time  the  company  has  exceeded  $50  million  in  rei 

Earnings  per  share  for  1983  were  .75  compared 
(adjusted  for  stock  split)  a  year  earlier,  and  average 
outstanding  for  1983  and  1982  of  1.948.00C 
1,864,000,  respectively. 

Computer  Task  Group,  Inc.  is  one  of  the  largest  ino 
dent  suppliers  of  computer-related  professional  serv 
the  United  States.  The  firm's  Professional  Services  Di 
markets  these  services  through  23  branch  locations, 
these  services  are  business  programming;  systems  ai 
and  design;  engineering,  scientific  and  process 
programing,  and  consulting  services. 

(Contact:  William  P.  Adamucci,  Vice  President,  Fi 
Computer  Task  Group  Inc.,  800  Delaware  Avenue,  Bl 
NY  14209.  Phone:  (716)  882-8000.! 

NATIONAL  EDUCATION  CORPORATION 

NEWPORT  BEACH,  CA.,  Feb.  8,  1984— H.  David 
President  and  Chief  Executive  Officer  of  Natimal  Edi 
Corporation  (NYSE,  PSE:  NEC),  today  reported  the  com 
ninth  consecutive  record  year  with  1933  earnir 
$9,057,000  on  revenues  of  $158,504,000. 

Bright  also  announced  that  fourth  quarter  earning 
52  percent  to  a  record  high  of  $3,245,000  on  rever 
$41,945,000. 

On  a  fully  diluted  basis,  1983  year-end  earning 
$1.32  a  share  compared  with  96  cents  a  share  in 
Fourth  quarter  earnings  increased  to  47  cents  a  sha 


(For  advensing  information  on  Corporate  Report  Updates,  call  Sarah  Madison  (212)  620-2371.) 
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Tipared  with  35  cents  in  the  year-earlier  period. 
Bright  said  that  the  strong  fourth  quarter  performance 
s  a  continuation  of  the  growth  experienced  throughout 
83  by  the  company's  48  National  Education  Centers,  the 
tion's  largest  chain  of  technical/vocational  schools.  He 
ded  that  the  momentum  experienced  in  the  fourth  quarter 
s  carried  into  1984  as  continued  economic  recovery 
:reases  the  need  for  newly  trained  and  retrained  workers. 
Bright  noted  that  these  results  do  not  reflect  a  3-for-2 
ick  split  declared  Jan  9.  He  said  that  the  additional 
ares  will  be  distributed  approximately  Feb.  17,  at  which 
le  results  will  be  restated  to  reflect  the  split. 
National  Education  is  the  world's  leader  in  the  education 
;ources  industry  with  worldwide  operations  in  technical 
d  industrial  training  and  educational  publishing. 
(Contact:  Jack  Polley,  Director-Corporate  Communica- 
ns,  National  Education  Corporation,  4361  Birch  Street, 
wport  Beach,  CA  92663.  Phone:  (714)  546-7360.) 


IVRAN  FINANCIAL  CORP.  0 

NORFOLK,  VA.,  Jan.  18— Sovran  Financial  Corp.  reported 
:ome  before  securities  transactions  of  $71.8  million  for 
;  year  1983  and  $18.3  million  in  the  fourth  quarter, 
Tipared  with  $62.6  million  and  $17.2  million  in  1982, 
.pectively. 

On  a  per-share  basis,  fully  diluted  income  before  securi- 
s  transactions  of  $4.32  a  share  for  the  year  rose  13 
rcent  from  $3.84  for  1982.  Fully  diluted  fourth-quarter 
:ome  before  securities  transactions  was  $1.09  a  share,  an 
:rease  of  4  percent  over  $1.05  a  share  for  the  fourth 
arter  of  1982. 

Effective  Dec.  31,  1983,  financial  statements  filed  by 
nk  holding  companies  with  the  Securities  and  Exchange 
mmission  must  report  earnings  on  a  net  income  basis, 
:reby  replacing  the  two-tier  income  format  which  included 
i  disclosure  of  income  before  securities  transactions.  In 
lerto  provide  a  comparison  with  historical  data  and  fairly 
!;sent  Sovran  Financial's  operating  performance,  both 
ures  are  discussed. 

Net  income  was  $65.5  million  for  the  year  1983  and 
3.9  million  for  the  fourth  quarter,  compared  with  $56.5 
I  lion  and  $13.2  million,  respectively,  for  1982. 
For  the  full  year,  fully  diluted  net  income  was  $3.94  a 
are,  13  percent  higher  than  the  $3.48  for  1982.  Fourth 
arter  1983  fully  diluted  net  income  per  share  of  83  cents 
s  2  percent  above  the  81  cents  reported  for  the  1982 
arter. 

CA.  Cutchins  III,  Chairman,  attributed  the  earnings 
ength  for  the  year  and  fourth  quarter  to  higher  levels  of 
I  interest  income  and  other  income.  Other  income  in  1983 
io  benefited  from  a  $2.6  million  after-tax  gain  on  the 
i  estitute  of  34  bank  branches,  net  of  merger-related 
nense.  These  divestitures  were  required  by  regulatory 
Priorities  in  order  to  consummate  the  merger, 
i  Sovran  Financial  was  formed  through  the  merger  of 
ginia  National  Bancshares  Inc.  and  First  &  Merchants 
i'p.  Dec.  30,  1983.  As  a  result,  Sovran  Financial,  with 
nbined  assets  of  more  than  $7  billion,  became  the 
gest  bank  holding  company  in  Virginia  and  one  of  the 
•  gest  in  the  Southeast.  The  merger  was  accounted  for  as  a 
iling  of  interests,  therefore,  prior-period  financial  state- 
nts  have  been  combined. 

Non-performing  assets  were  $31.2  million  on  Dec.  31, 
1 33.  compared  with  $40.4  million  at  the  end  of  1982.  The 
io  of  non-performing  assets  to  year-end  loans,  net  of 
earned  income  and  other  real  estate  was  0.68  percent  at 

end  of  1983  and  0.99  percent  in  1982. 
Net  charge-offs  in  1983  represented  0.30  percent  of 
lirage  loans  compared  with  0.26  percent  experienced  in 
\12.  The  loan  loss  allowance  was  $49.6  million  on  Dec.  31, 
33,  or  1.08  percent  of  loans,  net  of  unearned  income, 
npared  with  $47  million,  or  1.16  percent  of  loans  on  Dec. 

1982 

Total  assets  on  Dec.  31,  1983,  were  $7.2  billion,  8 
cent  above  the  year-earlier  level.  Earning  assets  were 
2  billion  at  year-end  1983,  a  10  percent  increase  over  the 
3r  year. 


Total  loans,  net  of  unearned  income,  of  $4.6  billion  rose 
13  percent  over  the  Dec.  31,  1982  level.  Deposits  totaled 
$5.6  billion  at  the  end  of  1983,  4  percent  above  Dec.  31, 
1982. 

(Contact:  James  A.  Kirkpatrick,  Vice  President,  Sovran 
Financial  Coro.,  1  Commerce  Place,  Norfolk,  VA  23510. 
PhonM80^U4M705^^^^^^^^^^^ 

TELEFLEX  INCORPORATED  A 
TELEFLEX  REPORTS  1983  RESULTS;  LEGAL  ACTION 

LIMERICK,  PA.,  FEBRUARY  13,  1984— Teleflex  Incorpo- 
rated today  announced  1983  revenues  of  $130,729,300, 
an  increase  of  17  percent  from  the  1982  level  of 
$112,204,300.  Operating  earnings  increased  18  percent 
from  $8,040,100  in  1982  to  $9,501,100  in  1983.  Earnings 
per  share  from  operations  were  $1.83  in  1983  compared 
to  $171  in  1982  Total  earnings  for  1982  were 
$10,954,100  or  $2.33  per  share  including  $.62  per  share 
from  the  sale  of  an  investment. 

Revenues  in  the  fourth  quarter  increased  31  percent  to 
$37,496,300  from  $28,668,300  in  1982.  Operating  earnings 
were  $2,311,100,  or  $.43  per  share  in  1983,  as  compared  to 
$1,970,100,  or  $.42  per  share  in  1982. 

Teleflex  further  announced  that  a  verdict  was  entered 
against  the  company  on  February  8,  1984  for  $2,750,000 
plus  interest  for  alleged  interference  with  a  prospective 
business  relationship.  The  company  believes  it  has  sub- 
stantial grounds  for  appeal  and  is  proceeding  with  this 
legal  process.  The  company  has  reflected  a  charge  against 
1983  income  of  $1,400,000  before  taxes,  or  $.14  per  share 
representing  its  estimate  of  its  financial  exposure  in  this 
case. 

TELEFLEX  INCORPORATED 
COMPARATIVE  SUMMARY  OF  REVENUES  AND  EARNINGS 

YEAR  ENDED 

DEC.  25.  1983  DEC.  26,  1982 

$130,729,300  $112,204,300 
t   9.501.100(A)       $  10.954.100(B) 
$         1.83(A)        $  2.33(B) 
5,192,100  4.671.800 
THREE  MONTHS  ENDED 
DEC.  25,  1983  DEC.  26,  1982 

$  37.496,300  $  28.668  300 

$   2,311,100  $   4,884, 100(B) 

$  .43  $  1.04(B) 

(A)  Includes  charge  of  $756,000,  net  of  taxes,  or  $  14  per  share  for  potential 
legal  damages. 

(B)  Includes  gain  on  sale  of  investment  of  $2,914,000.  net  of  expenses  and 
taxes,  or  $.62  per  share. 

(Contact:  Seaborn  C.Langley,  Director  of  Corporate  Com- 
munications or  John  H.  Remer,  Senior  Vice  President, 
Teleflex  Incorporated,  155  S.  Limerick  Rd.,  Limerick,  Pa. 

UNITED  ENERGY  RESOURCES,  INC.  N 

HOUSTON,  TEXAS,  February  16,  1984— The  Board  of 
Directors  of  United  Energy  Resources,  Inc.  today  declared  a 
first  quarter  1984  dividend  of  62  cents  per  share,  with  the 
dividend  payable  on  April  2,  1984  to  shareholders  of  record 
on  March  9,  1984. 

United  Energy  also  reported  unaudited  1983  consolidated 
net  income  of  $28.9  million,  or  $1.04  per  share,  compared 
with  $118.2  million,  or  $4.25  per  share,  in  1982.  The  1982 
results  reflected  an  extraordinary  charge  against  income  of 
$60.5  million,  or  $2.17  per  share,  relating  to  the  settlement 
of  curtailment  litigation.  Included  in  the  1983  results  were 
$72.9  million,  after  tax,  or  $2.62  per  share,  relating  to  the 
previously  announced  non-cash  write-downs  of  oil  and  gas 
properties  by  Cotton  Petroleum  Corporation,  United  Energy's 
wholly  owned  exploration  and  production  subsidiary. 

J.  Hugh  Roff,  Jr.,  United  Energy's  chairman,  president 
and  chief  executive  officer,  stated,  "The  dividend  declara- 
tion represents  the  Board  of  Directors'  positive  perception  of 
the  long-term  prospects  for  United  Energy  and  the  continu- 
ation of  its  strong  cash  flow  and  sound  financial  position  in 
the  near  term."  Roff  noted  that  "cash  flow  per  share  in 
1983  was  approximately  $10  00,  thus  covering  the  indicat- 
ed annual  dividend  of  $2.48  by  four  times." 

(Contact:  Marvin  L.  Brown,  Jr.,  United  Energy  Resources, 
Inc.,  P.O.  Box  1478,  Houston,  Texas  77001.  Phone:  (713) 
229-5373.) 
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UNITED  TELECOMMUNICATIONS,  INC.  N 

KANSAS  CITY,  MO.,  Feb.  7— United  Telecommunications, 
Inc.  earnings  per  share  were  $2.61  in  1983,  up  5  percent 
from  $2.49  in  1982,  Chairman  Paul  H.  Henson  reported 
today. 

Reflecting  the  company's  domestic  remote  computing 
services  business  which  was  sold  at  year-end  as  a  discon- 
tinued operation,  earnings  per  share  from  continuing  oper- 
ations for  1983  were  $2.72,  compared  to  $2.66  in  1982. 

Net  income  for  the  year  increased  11  percent  to  $223.3 
million.  Henson  said  growth  in  earnings  per  share  trailed 
the  increase  in  net  income  because  of  a  6  percent  increase 
in  the  number  of  average  common  shares  outstanding.  The 
new  shares  were  issued  in  the  company's  dividend  reinvest- 
ment and  internal  stock  plans  and  in  acquisitons. 

Following  a  7  percent  increase  in  1982,  United  Telecom's 
total  revenues  and  sales  from  continuing  operations  were 
up  8  percent  to  $2.5  billion  in  1983. 

Henson  said  the  company's  telephone  operations  were 
particularly  strong  in  1983,  despite  a  marked  fourth  quarter 
decline  in  the  return  on  interstate  long  distance  operations 
caused  by  AT&T  divestiture-related  expenses. 

UNITED  TELECOMMUNICATIONS,  INC. 
(Consolidated) 
(Thousands  of  Dollars) 

12  Mos  Ended  Dec  31 


1983 


Revenues  and  sales-. 
United  Telephone  System 


Regulated 

$1,966,322 

$1,833,624 

Non-regulated 

16,387 

208 

Computer  graphics  and  distribution 

484,145 

457,573 

United  Telecom  Communications 

23,723 

22,599 

Developmental  operations 

40,067 

35,996 

Inter-company  sales 

(19.812) 

(15.896) 

Total  revenues  and  sales 

$2,510,832 

$2.334.104 

Income  from  continuing  operations 

$  232.595 

$  215,178 

Discontinued  operations 

(9.329) 

(13.615) 

Net  income 

$  223,266 

$  201,563 

Preferred  stock  dividends 

4.550 

4.897 

Earnings  applicable  to  common  stock 

$  218.716 

$  196.666 

Earnings  per  common  share 

from  continuing  operations 

Assuming  no  dilution 

$2.72 

$2.66 

Assuming  full  dilution 

$2.66 

$2.59 

Earnings  per  common  share: 

Assuming  no  dilution 

$2.61 

$2.49 

Assuming  lull  dilution 

$2.56 

$2.43 

Average  number  of  common  shares 

83,941,000 

79,111,000 

(Contact:  Don  Forsythe,  United  Telecommunications,  Inc., 
P.O.  Box  11315,  Kansas  City,  MO  64112.  Phone:  (913)  676- 
3343J^^^^^^^^^^^^^^^^ 

UTL  CORPORATION  0 

DALLAS,  TX.,  Jan.  24— UTL  Corporation  (OTC:  UTLC), 
today  reported  record  revenues  and  earnings  for  both  its 
second  quarter  and  six  months  ended  Dec.  31,  1983. 

For  the  quarter  ended  Dec.  31,  1983  net  income  in- 
creased 58  percent  to  $999,356  or  $.21  per  share  on 
revenues  of  $5,572,532  compared  to  net  income  of 
$633,501  or  $.17  per  share  on  revenues  of  $4,764,145  for 
the  second  quarter  of  last  year. 

For  the  six  months  ended  Dec.  31,  1983  net  income 
increased  62  percent  to  $1,965,507  or  $.41  per  share  on 
revenues  of  $10,595,304  compared  to  net  income  of 
$1,212,409  or  $.32  per  share  on  revenues  of  $8,832,302  for 
the  first  half  of  last  year. 

C.C.  Lee,  President  and  Chief  Executive  Officer,  said  "in 
addition  to  our  record  operating  results,  contract  awards 
during  the  period  totaling  $28  million  increased  our  quarter 
end  backlog  of  orders  to  a  new  record  high  of  $55.5  million " 

UTL  is  a  prime  defense  contractor  engaged  in  research, 
development  and  production  of  advanced  electronic  warfare 
systems. 

Contact:  John  Benson,  Secretary-Treasurer,  UTL  Corpora- 
tion, 4500  West  Mockingbird  Lane,  Dallas,  TX  75209.  Phone: 
(214)  350-7601.) 


Stock  Trends 


The  recent  free-fall  in  stock  prices  should 
be  viewed  less  as  a  harbinger  of  a  bear 
market  and  more  as  the  long  overdue 
correction  in  the  bull  market. 

A  BUYER  BE 


By  Ann  C.  Brown 


Martin  Feldstein  says  it's  Donald 
Regan's  fault.  Regan  holds  Paul 
Volcker  responsible.  The  Fed  chair- 
man blames  the  Congress,  the  Ad- 
ministration, past  Administrations, 
Lord  Keynes,  Lady  Luck  and  anyone 
and  anything  causing  or  affecting 
the  federal  deficit.  By  now  the  whole 
world  knows  that  the  1985,  1986, 
1987,  1988  and  1989  U.S.  budgets 
will  be  unbalanced.  No  matter  if  the 
IRS  collects  every  penny  in  taxes 
owed  by  the  underground  economy. 
No  matter  if  the  school  lunch  pro- 
gram is  scrubbed.  No  matter  if  the 
Marines  switch  to  slingshots. 

While  deficits  hold  a  peculiar  fas- 
cination for  economists,  journalists 
and  out-of-office  politicians,  the 
fact  is  these  deficits  should  help  fi- 
nance individual  and  corporate 
prosperity  through  the  remainder  of 
the  decade,  providing  they  do  not 
exceed  4%  to  5%  of  the  annual 
GNP  and  inflation  stays  under  con- 
trol. Because  deficit  spending,  like 
sin,  is  universally  reviled,  its  very 
existence  will  act  as  a  brake  on  any 
new  proposed  government  projects 
and  temper  the  growth  of  the  exist- 
ing bloat. 

The  recent  free-fall  in  stock  prices 
should  be  viewed  less  as  a  harbinger 
of  a  bear  market  and  more  as  a  bull 
market  correction  long  overdue. 


Ann  C.  Brown  is  chief  executive  officer  of  the 
equity  advisory  and  portfolio  management 
firm  of  A.C.  Brown  &  Associates. 


The  economy  is  still  recovering  and 
downshifting  to  more  sustainable 
growth.  Interest  rates  should  fall  be- 
cause of  the  decreased  demand  for 
funds  by  the  private  sector,  not  be- 
cause the  Fed  suddenly  decides  to 
hype  the  money  supply.  Corporate 
earnings  will  come  in  below  earlier 
overly  optimistic  projections,  since 
the  hefty  product  price  increases 
factored  into  the  preliminary  calcu- 
lations have  yet  to  materialize.  In- 
flation could  remain  surprisingly  re- 
strained, barring  any  wars  or  other 
upheavals,  and  stock  multiples 
should  ratchet  up  a  notch  or  two. 

For  some  time  I  have  maintained 
that  the  stock  market  would  trade 
between  1200  and  1300  on  the  DJI 
for  several  months,  and  I  continue 
in  my  belief,  even  though  the  latest 
institutional  selling  panic  punc- 
tured the  lower  limit.  Now  that  the 
superspenders  once  again  have 
money  in  their  investment  pockets 
and  margin  buyers  have  been  large- 
ly sold  out,  stock  prices  could  begin 
to  rise.  The  second  leg  of  the  bull 
market  is  set  to  kick  off  and,  after  a 
miserable  first  quarter,  the  stock 
market's  ready  for  some  big  scores. 

Those  issues  whose  present 
prices  are  at  or  near  their  past  52- 
week  lows  but  whose  fundamentals 
continue  to  look  solid  always  merit 
close  attention  as  potential  buy  can- 
didates after  sudden  and  steep  mar- 
ket declines.  One  such  company  is 
Fort  Howard  Paper  (50),  whose 
fourth-quarter  and  total  1983  earn- 
ings came  in  better  than  expected. 
The  dilution  from  the  Maryland 
Cup  acquisition  was  less  than  origi- 
nally anticipated,  and  further  cost 
reductions  and  productivity  in- 
creases should  become  apparent  as 
this  year  progresses.  Fort  Howard 
Paper  could  grow  anywhere  from 
12%  to  16%  a  year  for  the  next 
several  years,  and  1984  estimated 
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earnings  per  share  could  be  around 
$4.50  to  $4.75.  The  stock  price 
could  exceed  last  year's  high  of  62 
once  the  market's  mood  improves. 

If  tissues  and  paper  towels  are  too 
untech  for  you,  take  a  look  at  E- 
Systems  (25),  especially  now  that  the 
stock  is  selling  for  about  half  what 
it  sold  for  only  a  few  months  ago. 
The  company  produces  sophisti- 
cated electronic  products,  primarily 
for  the  U.S.  government.  With 
Chernenko  and  company  now  in 
the  Kremlin,  it  seems  unlikely  that 
Washington  will  relax  military  pre- 
paredness, which  should  mean  con- 
tinued good  business  and  profits  for 
E-Systems.  Earnings  for  1984  are  es- 
timated at  $2  per  share,  giving  the 
company  a  10  multiple  based  on  its 
current  price.  Since  the  P/E  for  the 
last  four  years  has  averaged  around 
17,  a  stock  gain  of  35%  seems  possi- 
ble, maybe  more,  depending  on  the 
fates  of  the  three  top-secret  pro- 
grams now  under  development. 

Brooks  Fashion  (21)  slipped  onto 
the  NYSE  from  the  o-t-c  market  last 
December.  This  highly  regarded  re- 
tailer of  clothes  for  women  18  to  35- 
plus  should  report  earnings  for  fis- 
cal 1983  (ended  Feb.  29)  of  $1.90  to 
$2  per  share,  with  estimates  for  this 
year  around  $2.55  and  perhaps  $3. 10 
or  so  for  fiscal  1985.  Currently  the 
price  of  Brooks  Fashion  is  down 
30%  from  its  high  and,  at  about  8 
times  earnings  with  a  20%  growth 
rate,  the  company  certainly  de- 
serves watching — and  buying  on 
any  further  weakness. 

Cox  Communications  (39)  was  first 
recommended  here  in  late  1980  at  a 
split-adjusted  price  of  $26  per  share. 
A  couple  of  years  later  (June  1983) 
the  stock  hit  55.  Since  then,  it  has 
drifted  slowly  and  steadily  down- 
ward, along  with  other  generally 
weak  broadcasting  companies. 
After  stronger  than  expected  fourth- 
quarter  1983  earnings,  Cox  Com- 
munications could  earn  around 
$3.25  for  1984,  and  before  year-end 
the  stock  could  best  last  year's  high. 

One  final  note:  Old  favorite  Dun 
&  Bradstreet  (52)  is  back  in  a  buying 
range,  having  tumbled  from  a  high 
of  70  a  share  in  1983.  The  company 
hasn't  had  down  earnings  for  as  long 
as  I  can  remember,  and  this  year 
should  prove  to  be  no  exception. 
Current  earnings  estimates  are  for 
$3.55  per  share  in  1984  with  $4.30 
to  $4.40  possible  in  1985.  ■ 


111 


FORBES,  MARCH  12,  1984 


Compare.  Find  out  why 
250,000 Americans  choose 
The  Investors  IRA. 


We've  made  IRAs 
No.  1  at  Fidelity 

What  makes  The  Investor's 
IRA  from  Fidelity  No.  1  for  over 
250,000  Americans? 

Choice -a  wide  variety  of 
funds  to  help  meet  virtually  any 
IRA  goal  for  growth,  income,  sta- 
bility or  a  combination.  You  can 
even  take  advantage  of  Fidelity 
Brokerage  Services. 

Flexibility -you  can  exchange 
from  one  fund  to  another  to  keep 
pace  with  changes  in  your  goals, 
or  fluctuations  in  the  market. 

Convenience -all  it  takes  is 
one  toll  free  call  to  Fidelity  for 
complete  IRA  service. 

Professional  Management - 
Fidelity's  experienced  investment 
professionals  work  for  your  retire- 
ment every  day.  Right  now  we 
manage  over  $1  billion  for  IRA 
investors. 

Compare  any  other  IRA  to  The 
Investor's  IRA.  There  is  a  big 
difference -and  important  advan- 
tages when  you  choose  Fidelity. 


Compare  results. 

Before  you  choose  an  IRA, 
compare  performance 
with  Fidelity. 

•  If  you're  an  aggressive 
investor,  there's  Fidelity 
Magellan  Fund  - 


Magellan  vs. 
The  S&P  5001 


S&P  500 
Magellan 


497% 


1185°/. 


34% 

23% 

122% 


1  year 


174% 


5  years 


10  years 


Compare  the  1, 5  and  10  year 
performance  records  of  Fidelity 
Magellan  Fund  and  the  S&P  500- 
an  unmanaged  group  of  stocks -for 
the  periods  ending  12/31/83.  If 
you're  willing  to  accept  greater 
risks  for  potentially  greater 
rewards,  Magellan  may  be  a  good 
choice  for  your  IRA. 


stock  fund  with  an  impressive 
record  of  top  performance. 
Magellan's  total  return  is  a 
remarkable  497%  over  the 
past  five  years.1  The  Fund 
has  a  3%  sales  charge. 

•  If  you  want  an 
investment  created 
specially  for  IRA's, 
Fidelity  Freedom 
■Fund is  an  aggres- 
sive, no  load  stock 
fund.  Freedom 
Fund  has  the  flexi- 
bility to  take  advan- 
tage of  short-term 
opportunities 

i  When  you  call  Fidelity, 
you'll  talk 
to  professional 
IRA  experts. 


and  respond  quickly  to  changing 
market  conditions. 

Smart  investors  have  made  this 
Fidelity  fund  one  of  the  most 
popular  choices  for  The  Inves- 
tor's IRA. 

Open  or  transfer  today 

April  15th  is  drawing  near. 
Don't  miss  this  opportunity  to  get 
your  $2,000  IRA  tax  break  and 
all  the  added  benefits  of  The 
Investor's  IRA. 

Now  is  the  time  to  open  your 
IRA -transfer  your  present  IRA 
to  Fidelity -or  choose  Fidelity  for 
your  Keogh. 

1  Total  return  for  the  Fund  includes  the  change 
in  share  price,  the  reinvestment  of  all  divi- 
dends and  capital  gains  distributions,  and  the 
effect  of  the  3%  sales  charge.  These  figures 
update  those  found  on  page  4  of  the  Fund's 
prospectus.  Market  conditions  fluctuate  and 
these  figures  are  not  an  indication  of  future 
results.  Figures  for  the  Standard  &  Poor's 
Index  (a  registered  trademark  of  the  Standard 
&  Poor's  Corporation)  of  500  common  stocks 
include  the  reinvestment  of  all  dividends. 

Call  toll  free. 
1-800-225-6190. 

In  Mass.  call  collect  617-523-1919 


THE  INVESTOR'S  IRA  I 


Write  to  Fidelity  Investments 
P.O.  Box  832,  Dept.  FB-031284 
82  Devonshire  St.,  Boston, 
MA  02103 

For  Fidelity's  free  brochure 
IRA:  What's  In  It  For  You? 
and  a  complete  information  kit 
including  management  fees, 
expenses  and  a  fund  prospectus, 
check  one  or  more  boxes  below. 


□  Fidelity  Magellan  Fund  (1-21) 

□  Fidelity  Freedom  Fund  (1-73) 


Name 


Address 


City 


State 


Zip 


FIDELITY 
INVESTMENTS 


Psychology  &  Investing 


There  is  a  long  and  growing  list  of  com- 
panies in  the  technology  field  that  have 
sorely  disappointed  investors. 

THE  CROWN 
JEWEL  FACTOR 


By  Srully  Blotnick 


I  reported  in  early  January  that  the 
typical  investor  seemed  compla- 
cent, and,  as  it  turns  out,  that  com- 
placency set  the  stage  for  the  confu- 
sion and  fear  that  is  dominant  to- 
day. How  so?  Because  of  their 
complacency,  investors  were  totally 
unprepared  for  the  150-point  fall  in 
the  Dow,  and,  of  course,  the  unex- 
pected is  always  scary. 

What  are  they  worried  most 
about?  About  things  that  were  there 
all  along  but  didn't  bother  them 
while  the  market  was  rising.  First 
and  foremost  is  the  outlook  for  the 
economy.  Second,  the  prevailing 
level  of  interest  rates  later  this  year. 

Let's  take  the  economy  first.  In 
early  January  only  3%  of  the  inves- 
tors in  my  sample  thought  that  a 
recession  was  possible.  Most  of  the 
remainder  considered  the  idea  ludi- 
crous. "How  can  you  have  an  eco- 
nomic contraction  in  an  election 
year?"  a  Dallas  chemicals  salesman 
asked  me  rhetorically  on  Jan.  4. 
"That's  simply  not  possible."  By 
mid-February,  however,  with  the 
market  down  10%  in  little  more 
than  a  month,  investor  attitudes 
had  changed  significantly.  More 
than  7  times  as  many  (nearly  22%) 
now  feel  that  a  recession  is  not  only 
possible  but  likely. 


Dr.  Srully  Blotnick  is  a  research  psychologist 
and  author  of  Getting  Rich  Your  Own  Way 
and  Winning:  The  Psychology  of  Successful 
Investing. 


What  will  end  the  recovery,  in 
their  view?  It  will  be  artificially  in- 
duced by  the  Fed's  excessively  re- 
strained monetary  policy  during  a 
period  of  booming  economic 
growth.  Interestingly,  they  disagree 
with  the  Fed's  current  tactic  but  not 
its  objective.  "I  don't  want  inflation 
back — not  the  way  we  had  it  in  the 
1970s,  anyway,"  commented  an  ex- 
ecutive of  a  Chicago  import-export 
firm.  "But  maybe  the  Fed  is  concen- 
trating on  this  goal  too  much." 

Interest  rates  are  another  major 
concern.  If  they  didn't  realize  it  be- 
fore, and  many  did  not,  investors 
now  have  a  vivid  picture  in  their 
minds  of  a  seesaw,  with  future  in- 
terest rates  on  one  end  and  the  DJI 
on  the  other.  They  see  the  already 
high  level  of  rates  as  a  hint  that 
more  of  the  same  is  coming.  That 
should  make  them  wary  about 
bonds,  right?  Yet  they  say  they 
would  rather  buy  bonds  than 
stocks,  since  if  their  outlook  for  in- 
terest rates  is  accurate,  they  think 
stocks  would  suffer  relatively  more. 

Beyond  these  rational  consider- 
ations sits  another  factor  that  I  be- 
lieve is  having  an  even  greater  effect 
on  investor  attitudes  and  actions. 
Call  it  the  Crown  Jewel  Factor.  As 
in  collections  of  stars  and  gems,  so 
too  with  stocks,  products  and  sub- 
sidiaries of  firms.  One  almost  al- 
ways stands  out  from  the  rest. 

A  cornerstone  of  Reagan's  eco- 
nomic policy  from  the  start  has 
been  capital  investment.  That  was 
the  rationale  behind  the  25%  tax 
cut.  More  money  would  be  made 
available  for  savings — not  con- 
sumption— and  the  result  would  be 
higher  levels  of  capital  investment 
to  make  the  U.S.  more  modern  and 
competitive  in  world  markets. 

From  the  figures  now  emerging, 
it's  clear  that  this  round  of  capital 
investment  differs  from  prior  ones 
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in  a  critical  way.  The  bulk  of  the 
money  is  going  into  computers,  not 
bricks  and  new  production  equip- 
ment. So  public  enthusiasm  for 
technology  stocks  these  last  few 
years,  as  a  way  of  profiting  from 
Reagan's  policies,  was  reasonable. 
Without  anyone  planning  it,  tech- 
nology stocks  during  this  period 
were  to  be  the  market's  crown  jewel. 

No  one  who  follows  the  market 
will  be  surprised  to  hear  that  this 
has  wound  up  being  a  pretty  tar- 
nished gem.  What  has  been  over- 
looked, though,  is  the  powerful  ef- 
fect this  failure  to  perform  is  having 
on  the  public's  thinking. 

One  notices  this  reaction  in  busi- 
ness and  everyday  life,  as  well  as  in 
stocks.  Executives  who  see  their 
best  division  run  into  trouble  begin 
to  wonder  about  the  viability  of  the 
entire  firm.  This  is  the  Crown  Jewel 
Factor:  Sweeping  doubts  suddenly 
descend  on  every  other  member  of  a 
group  when  its  most  outstanding 
member  is  found  to  be  flawed. 

Investors  have  watched  in  amaze- 
ment as  instance  after  instance  has 
rolled  by.  Tandy  Corp.  introduces 
one  of  the  hot  new  products  of  1983- 
84  (its  TRS-80  Model  100  portable 
computer),  retails  more  than  75,000 
of  them  at  approximately  $1,000 
each,  and  the  stock  promptly  loses 
50%  of  its  value. 

MCI  is  another  example.  It  is  a 
firm  many  expected  nothing  but 
good  things  for,  as  a  result  of  the 
breakup  of  AT&T.  Feisty  MCI 
caught  the  eye  of  a  large  number  of 
investors  in  my  sample  because  of 
its  enviable  record  of  growth.  Yet 
less  than  two  months  after  the  actu- 
al breakup  of  AT&T,  MCI  has  al- 
ready lost  nearly  two-thirds  of  its 
value,  plummeting  to  10  after 
reaching  a  high  of  28. 

The  long  list  of  other  companies 
in  the  technology  field  that  have 
sorely  disappointed  investors  in- 
cludes Victor  Technologies,  Os- 
borne Computer,  Fortune  Systems, 
Texas  Instruments,  Digital  Equip- 
ment, Control  Data,  Mitel,  Hew- 
lett-Packard and  Rolm. 

What  it  boils  down  to  is  that  the 
outlook  for  the  economy  and  for 
interest  rates  will  be  having  a  clear 
and  direct  effect  on  investment  de- 
cisions in  upcoming  months.  So, 
too,  in  a  powerful  but  indirect  way, 
will  the  near-term  outlook  for  the 
technology  stocks.  ■ 
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What  do  you  know  about 
VOUR  stocks  right  now? 

Which  are  now  working  against  you? 
Which  for  you? 


ome  of  your  stocks  may  have  gone  down  In 
rice  since  you  bought  them.Should  you 
old  onto  them  for  possible  rebounds,  or  is 
best  to  unload  them  now  to  avoid  even 
eeper  losses? 

ome  of  your  stocks  may  have  gone  up. 
hould  you  hold  them  for  further  gains,  or  is 
Hs  a  good  time  to  take  your  profits?  Some 
f  your  stocks  may  have  gone  "nowhere." 
'hat  should  you  do  about  them? 

mat  about  the  earnings  prospects  of  your 
ocks?  And  what  about  the  latest  changes 
i  the  stock  market  as  a  whole?  How  do  they 
feet  your  particular  holdings? 

'hether  your  source  of  Investment 
jidance  Is  an  advisory  service,  a  broker,  or 
)ur  own  investigation— the  chances  are 
at  you  knew  considerably  more  about 
)ur  stocks  at  the  time  of  purchase  than  you 

0  currently. 

lis  is  not  as  it  should  be.  You  need  to  be 
apt  continually  up  to  date  on  your  stocks, 
)  that  your  decisions  to  continue  holding, 

1  buy  more,  or  to  sell  are  at  least  as  well 
unded  as  your  original  decisions  to  buy. 
lis  applies  no  matter  how  few  or  how  many 
ocks  you  own. 

alue  Line  covert  more  than  1700 
locks 

.  not  now-and-then  but  regularly  and  sys- 
matically.  These  1700— which  encompass 
rtually  all  active  stocks  on  the  New  York 
<change  plus  hundreds  of  leading  Issues 
aded  on  the  American  Stock  Exchange 
id  Over-the-Counter— account  for  the  vast 
•eponderance  of  the  dollar  value  of  all 
lares  traded  In  U.S.  securities  markets. 
alue  Line  can  bring  you  up  to  date 
)ntlnually— and  keep  you  up  to  date 
)ntlnually— on  any  or  all  of  them  that  in- 
rest  you. 

alue  Line  rates 

II  1700  stocks  Every  Week 

lery  week,  Value  Line's  new  40-page 
jmmary  &  Index  presents  up-to-date 
tings  of  EACH  of  1700  stocks  relative  to  all 
e  others,  as  follows: 
Rank  for  Probable  Price  Performance  in 
the  Next  12  Months— ranging  from  1 
(Highest)  down  to  5  (Lowest).  We  urgent- 
ly suggest  you  sray  away  from  the  400 
stocks  now  ranked  4  or  5. 
Rank  for  Investment  Safety  (from  1  down 
to  5).  If  Safety  is  important  to  you,  we 
suggest  you  concentrate  on  stocks 
ranked  1  or  2  in  this  respect. 
Estimated  Yield  in  the  Next  12  Months. 
Every  week  we  present  a  "screen"  of  the 
100  stocks  with  the  highest  yields,  which 
recently  ranged  from  9.7%  to  24.0%. 
(Value  Line  Jan.  6,  1984.) 
Estimated  Appreciation  Potential  In  the 
Next  3  to  5  years— showing  the  percent- 
age change  from  the  recent  price.  Every 
week  we  also  present  a  "screen"  of  the 
100  stocks  with  the  highest  potentials, 
which  recently  ranged  from  120%  to 
310%.  (Value  Line  Jan.  6,  1984) 
P/E  Ratio  and  current  price,  plus  esti- 
mated annual  earnings  and  dividends  in 
the  current  12  months.  Also  latest 
quarterly  results  vs.  year  ago. 


A  number  of  changes  in  ratings  do  occur 
from  one  week  to  the  next  as  prices  change 
and  earnings  reports  are  Issued.  It  is  vital 
that  you  know  about  any  such  changes  in 
the  stocks  of  interest  to  you,  at  the  time  the 
changes  occur.  And  it  is  equally  important 
to  know  when  your  stocks  have  not  under- 
gone changes  in  ratings,  as  this  can  give  you 
the  security  of  knowing  that  the  reasons  you 
purchased  the  stocks  are  still  valid. 
Value  Lines  gives  you 
comprehensive  analyses 
of  over  1700  stocks 
Each  stock  is  the  subject  of  a  fact-filled  full- 
page  report  every  13  weeks  (four  times  a 
year).  Each  full-page  report  presents  a 
wealth  of  statistical  data  on  the  company 
and  its  stock,  with  updated  projections  of 
future  results,  plus  a  concise  summary  of 
the  salient  developments  of  investment 
significance. 

Each  week  we  issue  more  than  130  such  re- 
ports. All  1700  stocks  under  review  are 
covered  this  way  during  a  13-week  cycle— in 
regular  rotation  by  industry  group.  And  the 
overall  industry  groups  themselves  are  con- 
currently analyzed  In  depth. 

NOW,  COMPARE 

Do  you  get  this  kind  of  assistance  from  your 
present  sources  of  investment  guidance? 
Compare  what  you  look  for  with  what  you 
actually  get.  If  the  comparison  leaves  you 
less  than  fully  satisfied,  then  we  believe  The 
Value  Line  Investment  Survey  may  have  the 
answer  for  you. 

If  you  think  the  Value  Line  Survey  may  give 
you  more  and  better  investment  service — 
may  do  a  superior  job  of  helping  you  build 
and  protect  your  capital— then  act  now  on 
that  possibility  and  see  for  yourself  if  it 
proves  true. 
Special  Invitation 

If  no  member  of  your  household  has  had  a 
subscription  to  Value  Line  in  the  last  two 
years,  you  can  now  receive  the  complete 
Value  Line  Investment  Survey  for  the  next 
10  weeks  for  only  $37  (about  half  the  regular 


rate).  If,  for  any  reason,  Value  Line  should 
fail  to  come  up  to  your  expectations,  return 
the  material  within  30  days  and  your  money 
will  be  refunded  in  full.  Your  trial  will  in- 
clude all  of  the  following: 

•  EVERY  WEEK  a  new  SUMMARY  ft 
INDEX  section  (40  pages)  . . .  showing 
the  current  ratings  of  1700  stocks  for  future 
relative  Price  Performance  and  Safety- 
together  with  their  estimated  Yields  and  the 
latest  earnings,  dividends  and  P/E  data. 

•  EVERY  WEEK  a  new  RATINGS  ft 
REPORTS  section  (144  pages) . . .  with 
full-page  analyses  of  about  130  stocks.  Dur- 
ing the  course  of  every  13  weeks,  new  full- 
page  reports  like  this  are  issued  on  all  1700 
stocks,  replacing  and  updating  the  previous 
reports. 

•  EVERY  WEEK  a  new  SELECTION  A 
OPINION  section  . . .  with  an  analysis  of 
an  Especially  Recommended  Stock— plus  a 
wealth  of  investment  background  Including 
the  Value  Line  Composite  Average  of  more 
than  1700  stocks. 

BONUS  #1— Value  Line's 
2000-page  Investor's  Ref- 
erence Service,  including 
our  latest  full-page  Re- 
ports on  all  1700  stocks  . . . 
fully  indexed  and  loose-leaf 
bound  for  easy  reference, 
and  systematically  updat- 
ed by  new  full-page  Reports  In  the  weeks 
ahead.  Filing  takes  but  a  minute  a  week. 

BONUS  #2— A  Subscriber's  Guide  by  Ar- 
nold Bernhard,  Value  Line's  founder  and 
research  chief,  revealing  methods  of  stock 
evaluation  that  took  decades  to  develop. 
You  KEEP  this  book  even  if  you  return  the 
other  material  for  your  money  back. 

CALL  TOLL-FREE: 
If  you  have  Master  Card,  American  Express 
or  Visa,  phone  1-800-331-1750 
(operator  13)  24  hrs.  7  days  a  week. 


The  Value  Line  Investment  Survey 

Value  Line,  Inc.,  711  Third  Avenue,  New  York,  N.Y.  10017 


Dept. 
416L1  2 


INTRODUCTORY  OFFER 

□  Begin  my  10-week  trial  subscription  for  $37  to 
The  Value  Line  Survey  (limited  once  to  any 
household  every  two  years)  and  send  me  the  two 
bonuses  listed  above. 

ONE  YEAR  SUBSCRIPTION 

□  Begin  my  1-Year  (52  issues)  subscription  for 
$365  and  send  me  the  two  bonuses  listed  above. 
There  are  no  restrictions  with  this  annual 
subscription . 

SPECIAL  EXTRA  BONUS 

A  pocket-size  CREDIT  CARD 
LCD  CALCULATOR  given  to 
you  when  you  order  The  Value  [  boSSSS 
Line  Investment  Survey  for  one  | SSSSSjj 

year. 

This  subscription  is  tax  deductible  and  non- 
assignable. 

Allow  4  to  6  weeks  for  delivery. 


□  My  payment  Is  enclosed.  □  Please  charge  to: 

□  American  Exp.  □  MasterCard  □  Visa 

Expiration  Date  


Account  #  

(N.Y.  residents  add  sales  tax.) 


Signature 


Name 


Address 


Apt.  No. 


City 


State 


Zip 


Observations 


CANCER. 

NOT 
KNOWING 
THE  RISKS 
IS  YOUR 
GREATEST 
RISK. 


A  lot  of  people  think 
cancer  is  unbeatable. 

That  simply  isn't  true. 
In  fact,  over  two  million 
people  have  had  cancer 
and  survived  to  lead 
happy,  normal  lives. 

And  not  only  can 
cancer  be  beaten,  it  can 
also  be  prevented. 

There  are  definite 
precautions  that  have  been 
proven  to  decrease  your 
risk  of  getting  certain 
cancers. 

Ask  your  local 
American  Cancer  Society 
to  send  you  a  free  booklet 
about  cancer  risks. 


V  AMERICAN  CANCER  SOCIETY 

<  How  you  live  may  save  your  life. 


This  space  contributed  as  a  public  service 


n  N.Y  Times 


RISTORANTE 
ITALIANO 
LUNCH  &  DINNER 
Amer.  Express  & 
Diners  Club 
251  E.  53rd  Street 
(Bet  2nd&3rd  Aves.) 
N.YC.753-8450-1 


The  declining  markets  are  simply  reflect- 
ing the  unpleasant  realities. 

PLEASANT 
ILLUSIONS,  PAINFUL 
REALITIES 


By  Ashby  Bladen 


The  markets  have  finally  shaken  off 
the  illusion  that  our  financial  trou- 
bles are  over.  But  even  after  20  years 
of  worsening  trouble  the  basic  cause 
of  these  troubles  is  still  a  mystery  to 
most  economists,  politicians  and 
editorial  writers.  To  a  credit  analyst 
like  myself  the  cause  is  obvious.  It 
is  also  obvious  that  the  trouble  can- 
not be  over  yet.  The  inflation  that 
we  have  been  suffering  for  two  de- 
cades was  caused  by  an  excessive 
rate  of  debt  formation,  and  the  ex- 
cessive debt  formation  in  turn  has 
caused  a  troublesomely  high  burden 
of  debt  service  charges. 

Almost  everybody  except  Trea- 
sury Secretary  Regan  recognizes 
that  inflation  begins  in  the  public 
sector  when  the  government  bor- 
rows to  give  the  people  more  things 
than  it  asks  them  to  pay  for  in  taxes. 
Government  borrowing  creates 
only  purchasing  power,  not  real 
goods  or  services  for  the  people  to 
enjoy.  But  it  creates  the  illusion  that 
the  government  is  giving  us  some- 
thing for  nothing.  We  have  become 
so  hooked  on  the  illusion  that  even 
this  supposedly  conservative  Ad- 
ministration dares  not  dispel  it  in 
an  election  year. 

A  half-century  ago  Keynes  recom- 
mended government  borrowing  and 

Ashby  Bladen  is  senior  vice  president  for 
investments  of  the  Phoenix  Mutual  Life  In- 
surance Co.  and  author  of  How  to  Cope 
with  the  Developing  Financial  Crisis. 


spending  as  ways  of  stimulating  de- 
mand and,  therefore,  employment. 
But  now  the  Keynes  prescription 
isn't  working:  Record  budget  defi- 
cits are  coexisting  with  substantial 
unemployment.  Two  things  have 
changed  since  Keynes  wrote.  For 
one,  after  the  sharp  fall  of  prices  in 
the  early  1930s  nobody  expected  in- 
flation, and  during  the  Depression 
people  promptly  spent  any  increase 
in  their  purchasing  power  on  cur- 
rently produced  things  that  they 
needed  badly — which  created  im- 
mediate jobs.  Today  people  do  ex- 
pect inflation,  and  whenever  gov- 
ernment policy  heightens  those  ex- 
pectations they  are  likely  to  borrow 
and  buy  things,  such  as  beachfront 
property,  as  inflation  hedges.  That 
kind  of  buying  pushes  up  the  prices 
of  existing  things,  but  it  does  not 
increase  employment. 

For  another  thing,  by  the  time 
Keynes  published  his  General  Theory 
in  1936,  protectionism  had  shat- 
tered the  world  economy,  and  any 
increase  in  purchasing  power  was 
likely  to  be  spent  at  home.  Today, 
Americans  have  caught  on  to  infla- 
tion so  thoroughly  that  they  are  bor- 
rowing and  spending  at  a  record  clip 
not  only  at  home  but  also  abroad. 

Our  voracious  appetite  for  credit 
is  keeping  interest  rates  so  much 
higher  here  than  elsewhere  that,  so 
far  at  least,  foreigners  are  happy  to 
lend  us  all  we  want.  The  inflow  of 
credit  to  this  country  has  pushed 
the  foreign  exchange  value  of  the 
dollar  up  to  such  an  extent  that  im- 
ports and  vacations  abroad  have  be- 
come bargains  for  Americans.  The 
cheapness  of  foreign  goods  and  ser- 
vices caused  by  the  overvaluation  of 
the  dollar  is  the  reason  inflation  has 
been  so  low  in  this  country.  So,  we 
are  spending  abroad  much  of  the 
purchasing  power  created  by  the 
government's  deficit,  yet  another 
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JSINESS  OPPORTUNITIES 


BUSINESS  OPPORTUNITIES 


LOOKING  FOR  NEW  BUSINESS  OPPORTUNITIES? 

General  Electric  Company's  1964  edition  ol  the  New  Product/New  Business 
Digest  describes  500+  products  and  processes  that  are  currently  available  tor 
licensing  or  acquisition  to  use  or  manufacture  and  market  yourself. 

You  can  learn  of  and  profit  from  the  product  development  expertise  of  some  ol 
the  world's  major  companies  (Including  GE)  as  well  as  leading  universities.  R&D 
firms,  government  agencies,  and  Individual  Inventors 

You  will  learn  of  Items  large  and  small;  new  Inventions,  product  spinoffs,  fully 
developed,  tooled-up  products,  etc.  with  the  key  contact's  complete  address  given 
tor  your  direct  follow  up  You  may  llnd  the  one  product  you  need  to  start  a  new 
business  or  add  to  your  product  line. 

The  Illustrated.  8Vi  x  11  Inch,  14th  annual  edition  contains  over  70  pages  and 
costs  $66  00  copy  ($81  00  overseas)  All  USA  orders  must  Include  your  state  and 
local  sales  tax  (GE  maintains  a  business  location  In  all  50  states).  Prepaid  orders 
only 

General  Electric  Company  •  Technical  Publications  Operation 
120  Erie  Boulevard,  Room  308  •  Schenectady.  NY  12305  USA 


GENERAL  ELECTRIC 

  USA 


REAL  ESTATE 


NAPLES,  FLA. 

— Southwest  Gulf  Coast — 


"Port  Royal" 

eeping  Bay  Vista  . .  .  Privacy  on 
il  de  Sac  Direct  access  waterway  to 
llf  of  Mexico  Just  moments  to  the 
ich.  True  elegance  within  this 
R.  residence.  $995,000 


The  Dorchester 

xury  3BR.  Penthouse  . .  vistas  to 
libel  Is.  Fireplace/Golf/Tennis 
i  2  miles  of  unspoiled  private 
ach  (equivalent  1980  price) 
W.OOO 

AMES  E.  FORREST 

Associate 
Merrill  Lynch  Realty 

Powell  &  Yanson 
550  Fifth  Ave.,  So. 
Naples,  Fla.  33940 


FREE  CATALOG 

.  .  Free  SPRING  Catalog  describes 
)ictures  farms,  ranches,  acreages,  rec- 
inal  properties,  businesses,  town  and 
try  homes  in  46  states  coast  to  coast! 
.e  specify  type  and  location  preferred. 

UNITED  FARM  AGENCY 

612-Y  W.  47th  Street 
Kansas  City.  MO  641 1 2 


Forbes: 
apitalistTool 


REAL  ESTATE 


SECLUDED  MOUNTAIN  RANCH 

Located  on  deeded  land  within  the  Na- 
tional Forest,  this  Southwest  Montana 
ranch  has  all  the  "big  ranch"  features 
everyone  is  looking  for  in  a  small  pack- 
age: Private  -  yet  accessible,  lies  on 
upper  fork  of  "Blue  Ribbon"  stream, 
productive  meadows,  attractively  de- 
signed log  home,  neat  functional  work- 
ing improvements,  surrounded  by  for- 
est, game,  and  mountains.  Truly  a  jew- 
el. Offered  at  $425,000.  Contact 
Exclusive  Agents  for  the  Sellers: 
Hall  &  Hall,  Inc.  P.O.  Box  1924, 
Billings,  MT  59103.  (406)  252-2155 


Investment  opportunities  in  irri- 
gated Farm  &  Ranch  Land  in  the  San 

Luis  Valley,  Colorado.  Let  me  repre- 
sent your  interests  in  purchasing  Colo- 
rado Farm  &  Ranch  Property. 

Licensed  Colorado 

Real  Estate  Broker 
Floyd  L.  Getz   Phone  303-852-2315 
Monte  Vista,  Colorado  81144 


BUSINESS  OPPORTUNITIES 


5000  BUSINESSES 
FROM  COAST 
TO  COAST 
No  Brokerage  Commission 
Inquiries  &  listings  welcome 
BUSINESS  OWNERS 
MULTIPLE  LISTING  SERVICE 
Toll  Free  800-327-9630 
in  Flo  call  305-462  2524 


BUSINESS  OPPORTUNITIES 

Profitable,  established  businesses  located  west 
of  the  Mississippi  for  sale  by  owners.  Many 
owner  financed.  All  price  ranges  available.  Over 
500  to  choose  from.  Call  collect. 

AFFILIATED 
BUSINESS  CONSULTANTS 

Box  6339.  Dept.  F,  Co  Spgs  .  CO  80934 
(303)  630-8188,  Ext.  14 


COURSES/SEMINARS 
TRAINING  PROGRAMS 


LAW  STUDY  THROUGH 
CORRESPONDENCE 

Registered  Law  School 
Qualify  for  California  Bar  Exam. 

Phone  Toll  Free  800-423-4530 
Ca.  residents  phone  800-362-7052 
213-795-5558 
SOUTHLAND  UNIVERSITY 
Dept  21B        35  N  Craig  Ave 
Pasadena.  CA  91107 


CORPORATE  ITEMS 


CORPORATE  ITEMS 


Mampian  Mail,  £td. 


THE  EXECUTIVE  COLLECTION 
Hampton  Hall  Ltd.,  the  leading  manufacturer  of  corporate  neckware,  will 
design  a  handsome  tie  and  scarf  for  your  company,  or  school.  Add  to  this  a  leather 
bound  wallet  and  a  belt  of  the  same  motif  and  you  have  the  Hampton  Hall 
executive  collection.  Custom  designed  tote  bags  and  hats  are  also  available.  For 
additional  information  and  brochure,  please  call  or  write:  (nun  order  150  units) 
HAMPTON  HALL  LTD  ,  220  5th  Ave.,  Suite  903-04,  N.Y.,  N.Y.  10001    (212)  685-2440 

Depi  FB-.l 


TRAVEL 


EXECUTIVE  GIFTS 


"...  two  or  three  times  a  week  a 
jumbo  jet  takes  off  for  London  very  late 
at  night,  its  flight  path  directly  over  the 
sleeping  guests  .  .  ."  If  this  is  the  kind 
of  thing  you  like  to  hear  about  before 
you  plan  a  vacation,  you  should  be 
reading  Ian  Keown's  Very  Special 
Places.  Eight  issues  a  year,  eight  pages 
per  issue,  magazine  size,  single- 
spaced,  fact-filled.  Send  check  for  $40 
to  VSP,  P.O.  Box  3885/F.  NY,  NY 
10185.  Full  refund  if  you're  not  happy 
with  the  first  issue. 


Hideaways  Guide 


World  wide  listings  of  private 
vacation  homeslcondos  for  rent 
exchange  &  sale.  Also 
>— yacht  charters  and 
IBv"  country  Inns. 

Photos,  descriptions,  and 
^contact.  Free  brochure. 
1. 800-843-4433 
POB  J459  F  •  Concord  •  MA  01742 


CHINA  CULTURAL  TOURS 

Small  groups  accompanied  by  expert 
directors.  Itineraries  to  Chinese  Cen- 
tral Asia,  Tibet,  Inner  Mongolia. 
Manchuna.  Cruise  on  Yangtze  River 
and  the  Grand  Canal;  Great  train 
journeys.  Also  independent  travel 
TILLER  INTERNATIONAL 
209  Post  St.,  Ste.  1015, 
San  Francisco.  CA  94108  \* 
(415)  397-1966  \'t 


Fine 
Cotton  Classics! 

Nothing  feels  as  well  or  wears  as  well  as  100% 
pure  cotton.  And  now  there's  a  full-color  fash- 
ion catalogue  dedicated  to  just  that!  Featuring 
the  finest  spun  Pima  and  mercerized  cotton 
fabrics  in  classic  and  casual  wear  for  men  and 
women,  along  with  contemporary  home  fur- 
nishings. Every  item  is  absorbent,  breathable, 
completely  washable,  color-fast,  and  uncondi- 
tionally guaranteed! 


Cruise  beautiful  French  canals 
on  hotelboat!  Superb  French 
cuisine.  Relax  on  sundeck  or 
cycle  alongside  while  floating 
through  Burgundy.  Visit  pictur- 
esque villagesandchateaus.  In- 
dividuals or  charter  group  (max- 
mum-12)  Paris  pickup.  HORI- 
ZON, 215  N.  75th,  Belleville,  IL 
62223,  800-851-3448 Hemphill/ 
Harris  Travel.  General  Sales  Agent 


Please  send  me  The  Gitton  Gimpanv  Spring- 
Summer  1984  catalogue.  Enclosed  is  $2  to 
cover  mailing  costs  (refundable  with  tirst 
order). 


Name  

Address. 


City. 


Sure. 


Zip. 


MISCELLANEOUS  FOR  SALE 

GENUINE  GEMSTONES  AND 
JEWELRY 

Free  wholesale  catalog. 
Satisfaction  guaranteed! 
Member  Jewelers  Board  of  Trade 
Chamber  ol  Commerce 
HOUSE  OF  ONYX 
No  1  MAIN  ST 
GREENVILLE,  KENTUCKY  42345 
TOLL  FREE  SERVICE  1-800-626-8352 


Mail  to:  The  Gitton  Gimpanv 

P.O.  Box631, 1800 S.  WatkinsSt.  Dept.  144-3 

Chattanooga,  Tennessee  37401-9990 


FOR  INFORMATION  ON  FORBES 
CLASSIFIED  WRITE  OR  CALL: 

LINDA  LOREN 
FORBES  CLASSIFIED 

60  Fifth  Avenue/New  York,  N.Y.  1001 1 
(212)  620-2440 
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US  West   

Vanguard  Funds  

Victor  Technologies   

Volkswagen  A  G.  |W.  Germany) 

Warner  Communications   

Warner-Lambert   

Washington  Public  Power 

Supply  System   

Wendy's  International   
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Do  you  know  anybody 
who  is  somebody  in  business 
who  does  not  read 
Forbes  Magazine? 
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Flashbacks 


"The  more  things  change. . . ."    Items  from  past  issues  of  Forbes 


Early  1920s  van  that  helped  pioneer  over-the-road  transport  and  household  moving 


Sixty  years  ago  in  Forbes 

(brum  the  issue  of  March  15,  1924) 

"Florida  and  other  southern  resorts 

have  more  visitors  than  ever  before. 
And  it  is  the  general  testimony  that 
they  are  spending  more  freely.  At 
place  after  place  the  same  tale  is  told: 
Every  hotel  is  full  and  turning  people 
away  daily.  And  the  visitors  certainly 
look  and  act  as  if  they  were  prosper- 
ous. The  fact  is  that  the  greatest  de- 
mand is  for  accommodations  at  the 
most  expensive  resorts  and  the  most 
expensive  hotels.  Second-rate  things 
are  not  wanted — except  that  there  are 
an  unprecedented  number  of  auto- 
mobile campers  who  seem  to  count 
their  pennies  carefully." 

"This  thought  I  offered  southern  em- 
ployers: America's  immigration  doors 
are  little  likely  to  be  opened  any  wider 
during  coming  years — whatever 
changes  may  be  made  promise  to  be  in 
the  opposite  direction.  Therefore,  we 
cannot  count  upon  as  heavy  an  inflow 
as  formerly  of  immigrant  laborers. 
Consequently,  the  demand  for  low- 
priced  colored  labor  is  certain  to  be- 
come keener.  Does  it  not,  therefore, 
behoove  the  South  to  so  treat  its  na- 
tive laborers  that  they  will  not  mi- 
grate to  the  North  in  ever-increasing 
numbers?"  — B.C.  Forbes 

"Marketing  of  'Ethyl  Gas'  in  the  east- 
ern states  will  be  in  charge  of  the 
Standard  Oil  Co.  of  New  Jersey,  it  is 
announced.  It  will  be  sold  mixed  with 
gasoline.  Later,  the  standard  gasoline 
pumps  are  to  be  rigged  up  with  an 
accessory  device  which  will  mix  the 
new  compound  with  gasoline  for  each 
sale,  if  wanted.  It  was  developed  at 
General  Motors  Research  Laboratory 
at  Dayton,  where  it  was  found  to  obvi- 
ate knocking  and  carbonization." 


"The  [British]  dockers'  strike,  lasting 
ten  days,  has  been  settled  by  a  practi- 
cally unanimous  agreement  of  the 
strikers  to  accept  an  advance  of  a  shil- 
ling a  day  at  the  present  time  and  an 
additional  advance  of  a  like  amount 
next  June.  Organized  labor  is  restive, 
despite  broad  unemployment,  and  a 
strike  of  coal  miners  is  threatened 
May  1.  It  will  be  remembered  that 
59,000  British  rail  workers  were  out 
on  strike  only  a  few  weeks  ago." 


Fifty  years  ago 

(From  the  issue  of  March  15,  1914) 

"  'Business  has  been  on  the  decline.  We 

arc  in  consequence  earning  less.  The 
company  is  in  no  position  to  stand  a 
drastic  reduction  in  income,'  recently 
said  [A.  Emory  Wishon]  the  president  of 
two   California    power  companies. 


///  (Zee/;  Depression  the  Pennsy  R.R.  dec 
trifled  its  New  York-Washington  line 


Edited  by  Dero  A.  Saunders 

Thereupon  he  approved  a  plan  to  give 
away  all  his  company's  surplus  power 
this  April  and  May.  .  .  . 

"The  plan,  one  he  originated,  is  based 
on  this  reasoning:  During  April  and 
May,  the  winter  runoff  gives  unusual 
generating  capacity  in  local  hydroelec- 
tric plants.  Thus  there  will  be  a  sub- 
stantial power  surplus.  Coupled  with 
this  is  surplus  transmission  and  distri- 
bution capacity.  The  surplus  power 
costs  the  companies  practically  noth- 
ing. By  giving  it  away  to  customers  for 
two  months,  they  will  become  accus- 
tomed to  using  more  electricity;  and 
energy  sales  may  be  stimulated  to  such 
a  degree  that  there  will  be  a  substantial 
increase  in  the  permanent  load." 

"When  late  this  month  chemists  from 
all  over  the  country  meet  in  St.  Peters- 
burg, Fla.,  they  will  discuss  a  single 
new  development  which  holds  prom- 
ise of  doubling  or  even  tripling  the 
number  of  known  chemical  combina- 
tions. This  new  development  is  deuter- 
ion,  technically  called  a  hydrogen  iso- 
tope, and  widely  publicized  as  an  im- 
portant element  of  the  recently 
discovered 'heavy  water. 'Over 300, 000 
known  organic  compounds  contain 
some  form  of  hydrogen,  according  to 
Professor  Harold  C.  Urcy  of  Columbia 
University,  dcuterion's  discoverer." 


Twenty-five  years  ago 

(l-rom  the  issue  of  Man  h  15.  1<)5<)) 

"Numbers,  particularly  big,  round 
ones,  seem  to  have  a  magic  of  their 
own  for  us.  So  it  was  hardly  surprising 
that  even  people  who  rarely  read  be- 
yond the  sports  pages  were  aware  last 
month  that  the  bellwether  Dow  Jones 
industrial  average  had  passed  the  600 
mark.  This  was  truly  a  dramatic 
event.  It  demonstrated  that  stocks,  in 
the  tenth  straight  year  of  the  longest 
and  strongest  bull  market  in  history, 
were  still  going  strong." 

"Packaging's  big  postwar  push  owes 
much  to  both  invention  and  huckster- 
ing. Ten  years  ago  the  word  package 
was  virtually  unknown  as  a  verb.  To- 
day it  describes  a  $10  billion  industry, 
which  has  cut  the  time  of  preparing 
food  for  the  average  housewife  from 
six  hours  a  day  a  generation  ago  to 
about  90  minutes.  .  .  .  Another  upshot 
of  the  packaging  revolution:  The  aver- 
age grocery  clerk,  who  sold  about 
$16,500  worth  of  merchandise  a  year 
in  1939,  has  more  than  tripled  his 
volume." 
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An  executive  is  a  man  who 
decides.  Sometimes  he  decides 
right,  but  he  always  decides. 
John  H.  Patterson 


Though  the  proportion  of 
those  who  think  be  extremely 
small,  yet  every  individual 
flatters  himself  that  he 
is  one  of  the  number. 
Caleb  C.  Colton 


Any  man  can  learn  to  do 
anything  that  any  other 
man  has  done  if  he  will 
apply  himself. 
Charles  M.  Schwab 


The  most  important  part  of 
every  business  is  to  know 
what  ought  to  be  done. 
Harry  F.  Banks 


To  solve  a  problem  it  is 
necessary  to  think.  It 
is  necessary  to  think 
even  to  decide  which 
facts  to  collect. 
Robert  Hutchins 


All  the  problems  of  the 
world  could  be  settled 
easily  if  men  were  only 
willing  to  think. 
Nicholas  Murray  Butler 


A  man  should  remove  not  only 
unnecessary  acts,  but  also 
unnecessary  thoughts,  for 
then  superfluous  activity 
will  not  follow  after. 
Marcus  Aurelius 


Most  persons  who  indulge  in 
second  thought  don't  do  much 
thinking  when  the  subject  is 
presented  for  first  thought. 
William  Feather 


It  is  the  dull  man  who  is 
always  sure,  and  the  sure 
man  who  is  always  dull. 
H.L.  Mencken 


Thoughts 

on  the  Business  of  Life 


It  is  better  to  ask  some 
of  the  questions  than  to 
know  all  the  answers. 
James  Thurber 


Just  as  the  unit  of  human 
society  is  not  a  man  or  a 
woman,  hut  a  man  and  a  woman, 
so  the  basis  of  achievement 
is  not  thought  or  action,  but 
thought  and  action.  Great 
positions  are  filled,  not  by 
the  thoughtless,  but  by  those 
who  think — and  follow  up 
their  thoughts  by  deeds.  There 
are  two  main  keys  to  success: 
think  and  work.  And  the 
first  is  think. 
B.C.  Forbes 


The  less  men  think, 
the  more  they  talk. 
Montesquieu 


Men  of  lofty  genius  when 
they  are  doing  the  least 
work  are  the  most  active. 
Leonardo  da  Vinci 


The  best  use  one  can  make  of 
his  mind  is  to  distrust  it. 
Francois  Fenelon 


All  intelligent  thoughts 
have  already  been  thought. 
What  is  necessary  is  only 
to  try  to  think  them  again. 
Goethe 


I  never  could  find  any 
man  who  could  think  for 
two  minutes  together. 
Sydney  Smith 


More  than  3,000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  m  a  574- 
page  book  at  $13.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Ave.,  New  York,  N.  Y. 
10011.  Add  appropriate  sales  tax  on  New 
York  State  orders. 


Positive  means  being  mistaken 
at  the  top  of  one's  voice. 
Ambrose  Bierce 


Like  all  weak  men,  he  laid 
an  exaggerated  stress  on 
not  changing  one's  mind. 
W.  Somerset  Maugham 


There  is  no  mistake  so  great 
as  that  of  being  always  right. 
Samuel  Butler 


Think  wrongly,  if  you 
please;  but  in  all  cases 
think  for  yourself. 

GOTTHOLD  LESSING 


A  Text . . . 

He  that  answereth  a  matter 
before  he  heareth  it,  it  is 
folly  and  shame  unto  him. 
Proverbs  18:13 


Sent  in  by  G.R.  King,  San  Augustine,  Tex. 
What's  your  favorite  text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Business  of  Life  is 
presented  to  senders  of  texts  used. 


A  man  of  action,  forced  into 
a  state  of  thought,  is  unhappy 
until  he  can  get  out  of  it. 
John  Galsworthy 


Activity  conquers  cold,  but 
stillness  conquers  heat. 
Lao-tzu 


One  can  only  learn  his  powers 
of  action  by  action,  and  his 
powers  of  thought  by  thinking. 
John  Burroughs 
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When  You  Think  of  Training, 
Think  off  Dale  Carnegie... 
the  training  People 


Objectives  and  benefits  of  the  DALE  CARNEGIE  Courses 


The  Dale  Carnegie 
Management 
Seminar" 


The  Dale  Carnegie 
Sales  Course" 


The  Dale  Carnegie 
Course" 


The  Dale  Carnegie 
Customer 
Relations 
Course 


"he  Dale  Carnegie 
Personnel 
Development 
Course 


A  comprehensive,  highly  concentrated 
Seminar  focusing  on  the  principles  and 
techniques  of  modern,  goal  oriented 
management,  with  special  emphasis  on 
directing  and  motivating  people.  Par- 
ticipants improve  their  ability  to  delegate 
productively,  to  communicate  effectively, 
to  inspire  teamwork  and  cooperation. 


They  gain  a  better  understanding  of  the 
total  management  process  as  well  as  their 
own  managerial  functions.  The  Seminar 
stresses  techniques  for  creative  problem- 
solving.  It  generates  immediate,  measurable 
results  as  well  as  long-range  benefits  for 
participants  and  their  companies. 


An  in-depth  course  in  the  art  of  moti- 
vational selling,  designed  to  increase  sell- 
ing effectiveness  and  overall  sales 
productivity.  Regardless  of  years  of 
experience,  sales  men  and  women  use 
this  practical,  down-to-earth  training 
program  to  improve  their  selling  skills 
and  abilities.  They  develop  more  effective 


techniques  for  qualifying  prospects, 
making  sales  presentations,  including 
answering  objections  and  timing  the 
close  of  the  sale.  They  learn  to  use  fresher, 
more  relevant  selling  language.  Par- 
ticipants often  achieve  measurable  sales 
increases  even  while  the  training  is  still 
in  process. 


A  course  that  is  known  the  world  over 
for  its  ability  to  inspire  men  and  women 
to  higher  levels  of  achievement.  It 
helps  people  to  develop  greater  confi- 
dence in  themselves  and  their  capabilites. 
They  learn  to  express  their  ideas  and 
thoughts  with  greater  clarity  and  con- 
viction. They  develop  a  more  positive 
attitude,  a  more  optimistic  outlook  on 


life.  They  gain  a  deeper  understanding 
of  self  and  others  and  learn  to  get  along 
even  better  with  other  people.  As  a  result, 
they  become  more  effective  at  work, 
at  home  and  in  social  situations.  The 
Course  produces  quick  results,  lasting 
benefits  for  individuals  in  virtually  all 
walks  of  life. 


An  intensive  employee  training 
program  that  creates  a  deeper  under- 
standing of  the  value  of  good  customer 
relations.  The  Course  stresses  the 
importance  of  each  employee's  role  in 
the  company.  They  learn  valuable  new 
methods  for  analyzing  customers'  wants 


and  needs  and  relating  them  to  product 
benefits.  This  results  in  better  satisfied 
customers  as  well  as  more  sales.  Overall, 
the  Course  inspires  employees  to  take  a 
greater  interest  in  their  work  and  to 
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Business  as  usual 

Down  goes  the  gavel.  Bang,  Getty  Oil  sold  for  $10  billion.  Bang,  $13 
billion  for  Gulf.  In  both  cases  the  price  is  close  to  double  what 
these  companies  were  thought  to  be  worth  by  investors  before  the 
bidding  started,  but  who's  counting?  Egos  swell  as  managements 
play  with  $1  billion  poker  chips  and  Wall  Street  dealmakers  rake  in 
fees  running  into  the  tens  of  millions.  Meanwhile,  back  in  Fair- 
field, Conn,  the  folks  who  run  General  Electric  are  concentrating 
on  business  instead  of  dealing  in  smoke-filled  rooms.  Even  though 
they  sit  on  a  cash  hoard  fast  mounting  toward  $5  billion,  the  GE 
bosses  are  deliberately  eschewing  big  acquisitions  and  instead 
reinvesting  in  their  basic  businesses.  Any  acquisitions  they  make 
will  be  relatively  smallish,  meant  to  round  out  existing  lines  of 
business.  What  does  this  hard-nosed  attention  to  basics  add  up  to? 
To  one  of  the  world's  best-managed  corporations.  Year  after  year 
the  almost  debt-free  GE  succeeds  in  earning  returns  that  approach 
or  exceed  20%  of  shareholders'  equity.  In  the  current  market  GE's 
value  tends  to  get  overlooked,  but  in  the  longer  run  it's  sure  to  pay 
off.  Howard  Banks,  our  Washington  Bureau  Manager,  tells  why. 
See  "General  Electric — going  with  the  winners,"  page  97. 

Cloud  over  Wall  Street 

Senior  Editor  Dick  Stern  and  I  had  some  debate  during  the  editing 
of  the  article  that  begins  on  page  38.  It  is  about  how  big  brokers  face 
a  wave  of  lawsuits  that  could  mount  to  the  billions  of  dollars  over 
some  of  the  fancy  new  merchandise  the  brokers  have  purveyed  to 
the  public  in  recent  years — tax  shelters,  commodity  options,  sin- 
gle-premium deferred  annuities.  I  said:  "Oh,  no.  The  last  thing  this 
country  needs  is  a  new  wave  of  litigation,  which  adds  to  every- 
body's insurance  premiums  and  costs  of  doing  business,  and  ends 
enriching  lawyers  at  the  expense  of  the  rest  of  us."  To  which  Stern 
responded:  "That  doesn't  change  the  fact  that  a  lot  of  brokers  did 
unload  a  lot  of  garbage  on  uninformed  investors.  You've  got  to 
admit  that  the  lawyers  do  perform  an  ecological  function."  I 
agreed,  and  in  a  kind  of  plague-on-both-your-houses  mood  we 
report  the  story  in  "Malpractice  for  brokers?" 

The  vulnerable  whale 

Deck  on  a  Mar.  29,  1982  article  in  Forbes:  "There  is  much  talk 
about  Gulf  Oil's  being  on  the  prowl  .  .  .  but  it  isn't  beyond  imagi- 
nation that  Gulf  itself  could  be  taken  over."  The  four-page  analysis 
of  Gulf,  by  Associate  Editor  Subrata  N.  Chakravarty,  concluded: 
"With  every  reduction  in  capitalization  [Gulf  was  busily  buying  in 
its  own  shares]  that  is  unaccompanied  by  a  higher  market  price, 
Gulf  becomes  that  much  easier  for  a  predator  to  swallow." 

Japan's  mixed  picture 

On  one  of  his  regular  reporting  trips  to  Japan  for  us,  Michael 
Cieply,  of  our  West  Coast  Bureau,  brought  back  a  pair  of  stories 
that  show  two  quite  different  aspects  of  the  Japanese  economy.  In 
"The  nekura  complex"  he  reports  on  the  growing  problems  of  the 
once  mighty  Japanese  steel  industry;  starts  on  page  52.  In  "And 
then  we  will  attack"  he  describes  the  aggressive,  carefully  consid- 
ered strategy  by  which  Canon  grew  from  a  struggling  camera 
company  to  a  world  leader  in  office  equipment;  starts  on  page  42. 
Canon's  ambitions  are  big,  its  strategy  clear  and  well  focused. 
Taken  together,  these  two  articles  reveal  a  Japan  that,  far  from 
being  monolithic,  is  a  mixed  picture  of  strengths  and  weaknesses. 
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NEW 
YORK 
LIFE'S 

VLI: 

THREE 

WAYS 
TO  FUND 

YOUR 
FUTURE. 


1  Not  available  In  all  states.  Issued  by  New  York  Life  Insurance 
and  Annuity  Corporation,  a  Delaware  subsidiary  of  Mew  York 
Life  Insurance  Company 

2.  Only  agents  who  are  Registered  Representatives  of  New  York 
Life  Variable  Contracts  Corporation 


VLI  — Variable  Life  Insurance1— gives  you  more 
than  ordinary  life  insurance.  It  provides  life  in- 
surance protection  for  your  family  plus  invest- 
ment growth  potential. 

With  this  New  York  Life  policy,  you  can 
invest  your  net  premium  payments  in  any  com- 
bination of  the  three  investment  accounts- 
common  stock,  bond,  and  money  market.  And 
you  can  make  changes  as  the  economy  or 
your  judgment  changes. 

Both  your  life  insurance  coverage  and 
cash  value  could  increase  with  investment 
account  performance.  But  your  life  insurance 
benefit  will  never  be  less  than  the  initial  face 
amount  of  your  policy  — that's  guaranteed. 
VLI  — it's  life  insurance  that  could  some- 
I  day  give  you  the  cash  to  move  your  life  in  a 
j  whole  new  direction. 

For  more  information  ask  your  Mew  York 
j  Life  AgenLfor  a  prospectus.  Or  call  us  toll- 
I  free  at  1-800-847-4800.  In  Alaska  and  Hawaii, 
dial  1-800-847-4256.  In  hew  York  State,  call 
collect  212-696-0513.  Or,  if  you  prefer,  just 
mail  in  the  coupon. 


'  York  Life  Insurance  and  Annuity  Corporation 
Box  372,  Madison  Square  Station 
■  York,  N  Y  10159 


FO-1 


I'd  like  more  complete  information  on  VLI,  including  charges  and 
expenses.  Please  send  me  a  prospectus  so  I  may  read  it  carefully  before 
I  invest  or  buy- 
lam  a  New  York  Life  policyowner     Yes  □       No  □ 


Date  of  Birth. 


Trends 

Edited  by  John  A.  Conway 


The  quick-buck  syndrome 

Are  top  executives  obsessed  with 
quick  profits  and  forgetting  long-term 
growth?  Not  us,  says  the  brass  in  101 
major  companies  in  a  new  survey  by 
The  Conference  Board  in  New  York. 
But  there  are  reservations.  More  than 
70%  denied  the  bottom-line  syn- 
drome. "A  complete  manager  must 
keep  both  outlooks  in  focus  and  con- 
trol," said  one  CEO.  "A  lot  of  so- 
called  long-term  approaches  by  for- 
eigners are  nothing  so  much  as  an 
excuse  to  cover  poor  short-term  per- 
formance." Still,  nearly  half  those  in- 
terviewed conceded  that  pressure  for 
profit  can  cause  some  companies  to 
drop  everything  in  favor  of  return  on 
investment.  The  blame  for  that  over- 
emphasis, they  believe,  falls  on  Wall 
Street  and  that  perennial  whipping 
boy,  the  financial  press.  Says  one 
company  president:  "The  pressure  ap- 
plied by  the  financial  community  for 
quarterly  earnings  is  severely  damag- 
ing most  companies'  view  as  to  what 
the  critical  measure  of  performance 
should  be." 

First,  the  good  news 

The  boom  in  cars,  appliances  and  fur- 
niture will  tail  off  in  1984  because 
"much  of  the  pent-up  demand  was 
satisfied  last  year,"  says  Sandra 
Shaber,  consumer  forecaster  at  Phila- 
delphia's Chase  Econometrics.  "In 
1984  and  1985,"  she  predicts,  "big 
ticket  purchases  will  no  longer  be  the 
driving  force  behind  U.S.  economic 
growth."  The  main  reason:  high  inter- 
est rates  on  items  that  need  financing. 
But  the  news  isn't  all  bad.  Consumers 
will  speed  up  travel  and  spend  more 
on  electronics,  women's  clothing  and 
sporting  gear,  Shaber  says. 

Social  Security  at  26 

Peter  Germanis,  a  26-year-old  econo- 
mist who  just  left  the  Heritage  Foun- 
dation to  go  to  work  for  the  White 
House,  is  up  in  arms  over  the  Social 
Security  system  and,  in  particular, 
over  a  pamphlet  issued  last  year  by 
the  agency  titled  Social  Security  for 
the  Young  Worker.  This  calls  the  sys- 
tem "a  good  deal — both  now  and  lat- 
er— for  the  money  you're  paying."  A 
private  insurance  company  operating 
on  the  same  basis,  he  charges,  "would 
be  liable  for  fraud"  if  it  made  such  a 
claim,  adding  that  some  Social  Securi- 
ty actuaries  have  calculated  that  a 
number  of  young  workers  will  end  up 


with  less  than  they  will  pay  in  taxes. 
Congress,  he  adds,  only  made  things 
worse  with  last  year's  reforms  that 
raised  taxes,  lowered  benefits  and 
pushed  ahead  the  retirement  age  for 
younger  workers.  It  is  true,  he  con- 
cedes, that  the  average  retiree  today 
gets  about  five  times  more  than  he 
paid  in.  But  that  won't  last,  he  warns, 
"given  present  economic  and  demo- 
graphic trends."  Instead  of  Social  Se- 
curity, Germanis  wants  Individual 
Retirement  Accounts  broadened  to  al- 
low buying  private  term  life,  disabil- 
ity and  old-age  health  insurance.  "Un- 
like most  pension  plans,  Social  Secu- 
rity protection  moves  with  you,"  the 
agency  pamphlet  says.  That's  true, 
Germanis  says.  "You  can't  get  away 
from  it." 

Out  of  the  pits 

The  coal  industry  may  look  like  the 
pits,  but  it's  far  from  dead,  says  the 
National  Coal  Association  in  a  new 
ten-year  forecast.  By  1995,  it  predicts, 
U.S.  coal  consumption  should  be 
more  than  1 . 1  billion  tons.  That's  a  far 
cry  from  the  1.5  billion  tons  bandied 
about  two  years  ago,  when  an  associ- 
ation spokesman  crowed  that  "the  in- 
dustry has  been  producing  like  gang- 
busters."  But  output  dropped  when 
oil  prices  stabilized  and  the  recession 
cut  demand  for  coal-generated  elec- 
tricity. The  current  forecast  calls  for  a 


Coal  miner 

A  little  underground  sunshine. 


39%  increase  in  consumption  over 
1982.  That  growth  should  return 
40,000  unemployed  miners  to  work 
and  create  40,000  new  jobs,  according 
to  Bobby  R.  Brown,  chief  executive  of 
Consolidation  Coal  in  Pittsburgh  and 
head  of  the  NCA  economics  commit- 
tee. Those  jobs  would  bring  employ- 
ment in  coal  to  nearly  220,000.  Many 
of  the  new  miners  will  be  in  the  West, 
which  is  expected  to  have  40%  of  all 
coal  production  in  ten  years,  the  asso- 
ciation says.  But  this  time,  the  indus- 
try hopes  its  estimates  are  realistic,  to 
avoid  the  the  sins  of  overoptimism. 

The  steelmakers 

South  Korea  has  passed  West  Ger- 
many as  number  three  supplier  of 
steel  to  the  U.S.  (Canada  is  second). 
Brazil,  which  doubled  its  exports  here 
last  year,  is  a  shade  behind  the  Ger- 
mans, according  to  the  American  Iron 
&.  Steel  Institute.  Japan  again  ranked 
first,  with  4.2  million  tons,  a  drop  of  1 
million  from  1982.  The  institute 
notes  that  countries  like  South  Korea, 
Brazil,  Mexico  and  Venezuela  more 
than  tripled  their  American  ship- 
ments between  1973  and  1983.  For- 
eign steelmakers,  a  third  of  them  de- 
veloping countries,  now  have  more 
than  20%  of  the  U.S.  market. 

Where's  Wall  Street? 

Small  businessmen  obviously  pay 
scant  attention  to  Wall  Street's  gyra- 
tions. Right  now  they  are  more  bull- 
ish on  America  than  Merrill  Lynch, 
according  to  Purdue  University 
economist  William  Dunkelberg,  who 
has  been  running  quarterly  surveys  on 
them  since  1974.  The  percentage  of 
small  businesses  planning  new  in- 
vestments in  plant  and  equipment  is 
at  a  ten-year  high,  he  reported  to  the 
National  Federation  of  Independent 
Business.  Plans  for  rebuilding  inven- 
tory are  at  a  near  record,  and  18%  of 
the  firms  checked  expect  to  hire  more 
workers.  Dunkelberg  also  found  that 
25%  of  them  expected  to  raise  prices, 
compared  with  18%  last  spring. 

Blackboard  bound 

Despite  the  low  estate  of  the  teaching 
profession,  more  than  a  third  of  col- 
lege-bound high  school  students  are 
at  least  interested  in  it,  according  to  a 
six-state  survey  by  Dean  John  Man- 
gieri  of  Texas  Christian  University 
and  Richard  Kemper  of  the  University 
of  South  Carolina,  both  schools  turn- 
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1983  BURROUGHS  CORPORATION 


"Service 


"We'll 
definitely 
be  there 
Monday" 


TALK  IS  CHEAP. 


Good  service,  however,  isn't. 

Which  is  why  in  the  last  three 
years  Burroughs  has  invested  over 
$100  million  worldwide  on  improv- 
ing our  service  and  support. 

For  example,  we  spent  a  small 
fortune  on  the  Burroughs  Respond 
System — a  sophisticated  computer- 
ized operation  that  insures  fast  ser- 
vice for  our  customers.  (Our  average 
response  time  for  mainframes  is 
already  under  two  hours,  but  we're 
determined  to  do  even  better. ) 

Our  new  $23  million  Lisle 
Training  Center  is  a  "Service 


University"  that  trains  many  of 
our  16,000  service  and  support 
people  in  the  latest  state-of-the-art 
computer  technology. 

Our  experts  are  taught,  for 
example,  to  use  a  highly  advanced 
diagnostic  device  called  a  logic  ana- 
lyzer which  is  remotely  controlled 
so  they  can  diagnose  complex  prob- 
lems instantly  from  our  customer 
support  centers  without  the  delay  of 
travelling  to  your  company. 

What's  more,  the  new 
Burroughs  Parts  Inventory  Manage- 
ment System  is  designed  to  get  you 


the  right  spare  part  at  the  right  place 
and  at  the  right  time. 

What  all  this  adds  up  to  is  that 
Burroughs  is  committed  to  doing 
everything  humanly  (and  electroni- 
cally) possible  to  provide  our  cus- 
tomers with  the  best  service  and 
support  in  the  industry. 

And  with  $100  million  behind 
that  commitment,  it's  a  lot  more 
than  just  talk. 

Burroughs 

THE  QUESTION  ISN'T  WHO'S  BIGGER. 
IT'S  WHO'S  BETTER. 


Trends 


uig  out  teachers.  Surveying  4,349  ju- 
niors and  seniors  in  Pennsylvania, 
Ohio,  Texas  and  three  other  states, 
they  found  9%  "very  interested"  and 
another  26%  "somewhat  interested" 
in  teaching.  More  than  60%  were 
women.  Some  cited  security  as  a  rea- 
son,- more  the  chance  to  work  with 
children.  The  two-thirds  who 
shunned  the  idea  said  higher  salaries 
and  swifter  advancement  might 
change  their  minds. 


On  the  move 

Moving  men  are  looking  for  a  roaring 
season  this  summer,  according  to  the 
American  Movers  Conference,  which 
represents  1,200  companies.  The  con- 
ference's president,  Charles  Irions, 


Movers  at  work 


Forecast:  a  busy  summer. 


notes  that  his  members  do  40%  of 
their  business  in  the  summer  months. 
The  recovery,  he  says,  means  new 
houses  going  up,  old  ones  being  sold, 
millions  going  back  to  work.  The  in- 
dustry has  been  hurt  by  the  economy 
and  the  consequent  reluctance  to 
move  to  new  locations.  High  mort- 
gage rates  have  depressed  housing, 
and  the  two-job  household  has  made 
it  more  difficult  for  many  to  move. 
The  rising  economy,  Irions  thinks, 
will  mean  a  "substantial  increase  in 
corporate  relocations." 


Trading  with  Israel 

The  Israelis  are  pushing  for  a  trade 
zone  with  the  U.S.  to  allow  two-way 
trade  of  goods  and  services,  duty-free. 
The  State  Department  and  the  Ad- 
ministration support  the  idea  and  are 
negotiating  the  terms.  One  reason:  Is- 
rael already  has  a  trading  arrangement 
with  the  Common  Market,  and  since 
all  duties  there  will  be  phased  out  by 
1987,  that  would  mean  more  compe- 
tition for  the  American  companies 


that  sell  $3.5  billion  worth  of  nonmil- 
ltary  goods  in  Israel  each  year.  (Arms 
included,  Israeli  imports  from  the 
U.S.  are  about  $5  billion.)  Another, 
though,  has  to  do  with  Israel's  eco- 
nomic stability.  "To  reach  economic 
independence,"  says  Israel's  Minister 
of  Industry  &.  Trade,  Gideon  Patt,  "we 
need  exports  of  about  $11  billion  to 
$12  billion  worth  of  industrial  goods 
and  services.  Today  we  have  only  $6.6 
billion."  Most  Third  World  countries 
will  not  take  Israeli  products,  he  says, 
and  without  the  trade  zone  the  U.S. 
could  well  cut  off  Israel's  preferred 
nation  status.  But  if  Israel  depends  on 
Europe  alone,  he  says,  that  export  gap 
will  not  be  closed  in  the  1980s.  The 
U.S.  would  also  benefit,  Patt  argues, 
since  Israel  now  buys  three  times  as 
much  from  the  U.S.  as  it  sells.  It 
might  also  give  Israel  much-needed 
investment  capital,  since  it  would  al- 
low U.S.  investors  in  Israel  to  export 
duty-free  both  to  the  U.S.  and  Europe. 


The  laws  on  safety  belts 

The  U.S.  is  getting  behind  the  wheel 
on  seat-belt  laws.  England  and  30  oth- 
er nations  require  their  use  (as  does 
Puerto  Rico),  but  no  American  state 
yet  mandates  them  for  passenger  cars, 
according  to  the  Motor  Vehicle  Man- 
ufacturers Association.  (However,  42 
states  do  insist  on  restraints  for  small 
children.)  Seat-belt  laws  are  being 
considered  by  11  states,  the  MVMA 
says,  and  7  others  may  introduce  bills 
this  spring.  (Less  than  15%  of  riders 
now  wear  belts,  despite  proof  that 
they  prevent  serious  injury.) 


No  Bell,  no  toll 

The  government  may  have  put  off 
those  $2  "access  fees"  telephone  us- 
ers were  going  to  pay  to  hook  into 
AT&T's  long-distance  lines,  but  bills 
may  be  going  up  anyway.  Major  cor- 
porations are  already  using  their  own 
telephone  systems  to  bypass  the  tele- 
phone companies,  and  as  the  latter 
lose  those  big  customers,  individuals 
and  small  businesses  will  be  asked  to 
take  up  the  slack.  A  study  by  Touche 
Ross  of  the  largest  100  to  200  tele- 
phone customers  in  20  states  shows 
how  this  is  happening.  In  the  Mid- 
west, says  Joseph  Kraemer,  who  di- 
rected the  study,  20%  to  25%  of  all 
large  users  (spending  more  than 
$20,000  per  month)  have  at  least  one 
bypass  system — 60%  installed  since 
1980.  Another  30%  plan  them  within 
three  years;  75%  of  those  who  have 
them  plan  to  expand.  Potentially, 
40%  to  60%  of  large  users'  phone  traf- 
fic could  go  on  bypass,  the  report  pre- 


dicts. Those  now  using  some  bypass 
include  Ford,  Sears,  Westinghouse 
and  Citicorp.  Citicorp  satellites  link 
its  offices  in  New  York,  Los  Angeles, 
Sioux  Falls,  S.D.  and  San  Francisco, 
bypassing  long-distance  carriers  and, 
on  many  calls,  local  networks.  Gener- 
al Electric  leases  long-distance  lines 
but  uses  private  microwave  to  inter- 
connect its  Syracuse  offices,  and  may 
install  more.  "Everyone  is  consider- 
ing it,"  says  William  Pomeroy,  man- 
ager of  GE's  corporate  telecommuni- 
cations. What  will  this  do  to  smaller 
customers?  Nynex,  for  one,  says  that 
if  bypass  costs  it  10%  of  its  tolls,  local 
rates  will  rise  $2.87  per  month;  if  it 
loses  25%,  the  increase  will  be  $7.17. 


The  unmentionables 

Advertisers  have  been  able  to  pro- 
mote hemorrhoid  remedies,  contra- 
ceptives and  sanitary  napkins  with- 
out a  blush.  Now  a  new  unmention- 
able has  arrived — "undergarments," 
i.e.,  diapers,  for  incontinent  adults. 
According  to  Francis  Bouda,  a  Cleve- 
land, Wis.  paper  products  consultant 
and  attorney,  the  market  is  now  $200 
million  and  is  growing  5%  to  8%  a 
year  (Procter  &  Gamble  has  about 
$150  million,  Kimberly-Clark  per- 
haps $20  million  and  companies  like 
Whitestone,  Weyerhaeuser  and  Pro- 
fessional Medical  Products,  the  rest). 
Most  still  goes  to  hospitals  and  nurs- 
ing homes,  but  Bouda  says  the  market 
could  ultimately  reach  $6  billion, 
most  of  that  in  retail,  because  8  mil- 
lion adults  in  the  U.S.  suffer  from 
incontinence,  and  only  10%  are  in- 
stitutionalized. Procter  &  Gamble 
now  sells  perhaps  80%  of  its  Attend 
pads  to  institutions  but  is  advertising 
them  in  Sunday  supplements  nation- 
wide and  via  mail  order.  Kimberly- 
Clark  has  advertised  its  Depend  brand 
on  network  evening  news  telecasts. 


The  home  sellers'  vote 

The  Reagan  reelection  campaign 
shouldn't  count  on  too  much  help 
from  the  real  estate  industry,  accord- 
ing to  Jack  Carlson,  chief  economist 
for  the  National  Association  of  Real- 
tors. He  notes  that  44%  of  the  group's 
600,000  members  are  women,  many 
of  whom  object  to  the  President's  for- 
eign policy  and  to  the  budget  deficits 
they  blame  for  high  mortgage  rates. 
Carlson,  who  ran  unsuccessfully  in 
Utah  for  a  GOP  nomination  to  the 
U.S.  Senate  in  1976,  calls  this  year's 
White  House  contest  a  "toss-up,"  de- 
spite the  comfortable  lead  the  Presi- 
dent enjoys  in  the  polls. 
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Why  Morgan  Guaranty  Ltd 

managed  more 
fixed-rate  Eurobond  issues 
for  U.S.  companies  in  1983 
than  any  other  U.S.  firm 


In  1983,  Morgan  Guaranty  Ltd -the 
Eurobond  underwriting  subsidiary  of 
Morgan  Guaranty  Trust  Company  of 
New  York— lead-managed  a  greater 
number  of  fixed-rate  Eurobond  issues 
for  U.S.  corporate  borrowers  than  any 
other  U.S.  underwriting  firm. 

The  reason?  Morgan  Guaranty  Ltd 
adds  value  to  the  financing  process. 
And  our  performance  in  the  interna- 
tional capital  markets  indicates  that 
issuers  perceive  this.  They  know  they 
can  depend  on  our  five  key  strengths- 
specialization,  innovation,  competitive- 
ness, distribution,  and  execution. 

Specialization.  At  Morgan  Guaranty 
Ltd  we  devote  all  of  our  resources  to 
providing  superior  service  in  the  inter- 
national markets.  We  combine  this 
focused  specialization  with  a  thorough 
understanding  of  the  tax,  interest  rate 
and  exchange  exposure,  and  financial 
•  reporting  objectives  of  U.S.  corpora- 
tions. So  we  can  consistently  arrange 
financings  precisely  designed  to  satisfy 
the  specific  needs  of  our  clients.  We  do 
much  more  than  simply  look  for  "win- 
dows" to  exploit. 

Innovation.  The  world's  financial 
markets  have  become  increasingly  vol- 
atile in  recent  years— and  increasingly 
interdependent.  Because  The  Morgan 
Bank  is  a  major  participant  in  a  wide 
i variety  of  markets— U.S.  government 
i  securities,  commercial  paper,  private 


Eurobond  rankings  — 1983 
U.S.  corporate  fixed-rate  issues 
All  currencies 

Rank  Underwriter 

No.  of  Dollars  in 
issues  millions 

1 

Credit  Suisse  First  Boston 

12 

$817.86 

2 

Morgan  Guaranty  Ltd 

13 

576.08 

3 

Morgan  Stanley  International 

7 

543.33 

4 

Goldman  Sachs  International 

10 

432.08 

5 

Merrill  Lynch 

6 

.529  58 

6 

Deutsche  Bank 

(. 

247.33 

7 

Salomon  Brothers  Int'l 

7 

232.29 

8 

Daiwa  Europe 

5 

231.25 

9 

Dean  Witter  Reynolds 

3 

187.50 

10 

S.G.  Warburg 

4 

166.67 

11 

Orion  Roval  Bank 

5 

164.58 

12 

Bank  of  America 

2 

152.18 

13 

Citicorp 

5 

151.22 

14 

Manufacturers  Hanover  Ltd. 

2 

150.00 

15 

Swiss  Bank  Corp.  Int'l 

1 

125.00 

16 

UBS  (Securities) 

3 

102.50 

17 

Kidder,  Peabody 

o 

£t 

88.54 

18 

Nikko  Securities 

2 

87  50 

19 

Lehman  Brothers  Kuhn  Loeb 

2 

87  50 

20 

Lazard  Freres 

2 

87.50 

Source  Austin-Billiiighurst  Associates. 

Sole  lead  managers  receive  full  amount  of  the  issue; 

joint  lead  managers  receive  equal  amounts. 

placements,  foreign  exchange,  bullion 
and  futures— and  because  Morgan 
Guaranty  Ltd  concentrates  on  the  inter- 
national securities  markets,  we  have 
been  a  leader  in  developing  innovative 
structures  that  protect  our  clients  from 
market  volatility,  and  that  take  advan- 
tage of  the  interdependencies. 
Among  the  wide  range  of  new 


financing  techniques  in  which  Morgan 
Guaranty  Ltd  has  been  an  innovator 
are  rate  and  currency  swaps,  deferred 
rate  settings,  the  use  of  contingent 
securities  such  as  debt  and  equity  war- 
rants, and  economically  profitable  debt- 
extinguishment  structures. 

Competitiveness.  We  believe  the 
market  thrives  on  healthy  competition. 
We  also  believe  that  it  is  in  the  interest 
of  issuers  to  insist  that  mandates  be 
earned  rather  than  inherited.  We've 
earned  our  position,  issue  by  issue. 

Distribution.  The  Morgan  Bank  has 
been  active  in  the  international  mar- 
kets for  more  than  a  century.  The  close 
relationships  we  have  developed  with 
private  and  official  investors  through- 
out the  world  have  given  us  a  broad, 
smooth-working  distribution  capability 
which  translates  directly  into  more  cost- 
effective  financings  for  our  clients. 

Execution.  Morgan  Guaranty  Ltd 
provides  the  same  high  quality  of  serv- 
ice and  execution  that  The  Morgan 
Bank  has  traditionally  delivered  to  its 
corporate  clients.  Our  ability  to  act  as 
either  principal  or  agent  in  various 
transactions  can  ease  implementation— 
and  reduce  cost  or  risk. 

Test  us.  We  invite  you  to  measure  our 
performance  on  your  behalf. 


Morgan  Guaranty  Ltd,  30  Throgmorton 
Street,  London  EC2N  2nt 


Morgan  Guaranty  Ltd 


Follow-Through 


America's  Fastest  Growing 
Real  Estate  Market 

During  the  80's,  Myrtle  Beach  tourists 
are  projected  to  quadruple;  residents  to 
triple.  Their  increasing  demand  for  golf 
course  and  oceanfront  property  has 
attracted  national  buyers  who  benefit  from 
strong  rentals  and  appreciating  values,  plus 
their  own  rent-free  vacations.  Get  the  facts 
and  figures  for  yourself.  Call  for  our 
comprehensive  investor's  package  on  the 
country's  hottest  real  estate  market. 

1.800*845*1113 

Litus 

SALES  &  DEVELOPMENT 


New  man,  new  mood 

W.  Glcment  Stone,  the  Chicago  insur- 
ance operator,  needed  all  of  his  fa- 
mous "Positive  Mental  Attitude"  in 
1982.  The  main  product  of  his  Com- 
bined International  Corp.,  low-priced 
health  and  accident  insurance,  was 
languishing.  Union  Fidelity,  a  televi- 
sion and  direct-mail  seller  of  accident 
and  -health  policies,  was  in  an  earn- 
ings slide.  His  son,  53-year-old  Clem- 
ent, had  just  quit  (keeping  a  $500,000- 
a-year  contract  as  a  consultant).  So 
the  80-year-old  master,  bow  tie  and 
all,  had  to  come  out  of  retirement  to 
salvage  the  company  (Forbes,  May 
10,  1982). 

Stone's  main  move  during  his  brief 
period  back  at  the  helm  was  to  lay  out 
$34  million  and  a  bundle  of  preferred 
stock  to  acquire  another  Chicago  un- 
derwriter, Ryan  Insurance,  and  to 
make  its  founder,  Patrick  G.  Ryan, 
then  45,  Combined  International's 
new  president  and  CEO.  The  new 
man  so  far  seems  to  be  the  answer.  In 
his  first  full  year,  Pat  Ryan  could  re- 
port a  34%  increase  in  profits,  to  $1 10 
million,  on  a  record  $1.2  billion  in 
revenues.  A  16%  increase  in  invest- 
ment income  and  slightly  improved 
insurance  sales  helped,  but  the  big 
boost  came  from  Ryan's  thriving  auto 
insurance  business. 

Ryan  had  started  selling  auto  cover- 
age in  1964.  Son  of  a  Milwaukee  Ford 
dealer,  he  figured  car  dealers  could 
package  insurance  with  financing  and 
sell  policies  on  commission.  He  had 
sales  of  more  than  $200  million  when 
he  merged  with  Stone's  firm.  Along 
with  his  rank,  Ryan  got  a  12%  con- 
trolling interest  in  Combined  (worth 
$131  million),  plus  fringes  and  salary 
now  worth  $407,000  a  year. 

Stone's  acquisitions  had  reduced 
his  original  base,  Combined  Insur- 
ance, to  a  little  over  two-thirds  of  the 
operation.  Building  that  back  to  the 
double-digit  growth  of  a  decade  ago  is 
critical,  Ryan  says.  "There  are  really 
two  ways  to  look  at  Combined  Insur- 
ance," he  says.  "One  is  as  a  mature 
business,  a  cash  cow  to  milk  for  all  it 
is  worth.  The  other  is  to  manage  it  for 
growth."  Ryan  has  chosen  the  latter 
course.  He  sees  a  bonanza  in  rising 
health  care  costs  that  are  forcing  more 
employers  to  raise  deductibles  on 
health  insurance.  Combined  now  has 
about  10.3  million  $10-to-$40-a-year 
hospital  insurance  policies  in  effect, 
sold  through  7,000  small-town  sales- 
people who  make  cold  calls  on  small 
businesses.  Ryan  thinks  sales  can  be 


boosted  at  least  10%  a  year.  Mean- 
while he  is  cutting  administrative  and 
data-processing  costs  by  consolidat- 
ing staff  and  equipment  at  his  head- 
quarters in  Northbrook,  111. 

Like  Stone,  Ryan  hedged  by  buying 
another  Chicago  company,  Rollins 
Burdick  Hunter,  which  made  him  the 
seventh-largest  commercial  insur- 
ance broker  in  the  country.  It  has  yet 
to  show  a  profit,  but  Ryan  hopes  to 
change  that  in  1984.  It  will  be  Ryan's 
last  acquisition  for  a  while. 

And  what  of  W.  Clement  Stone? 
His  family  still  has  about  5%  of  Com- 
bined International,  and  he  is  still 
chairman.  The  old  aura,  or  at  least 
some  of  it,  remains.  "You-can-do-it" 
posters  decorate  the  company  eleva- 
tors, and  motivation  was  stressed  in 
the  1983  earnings  report.  But  changes 
are  also  evident.  The  dividend,  up  20 
cents  a  share  since  1977  regardless  of 
the  per-share  figure,  rose  only  15 
cents  last  year.  Outsiders  like  John 
Swearingen,  retired  CEO  of  Standard 
of  Indiana,  have  joined  the  board,  pre- 
viously made  up  mostly  of  insiders 
and  consultants.  Combined's  stock, 
in  the  low  20s,  jumped  into  the  30s 
after  Pat  Ryan  arrived  and  now  sells 
for  about  33.  Of  course,  that  could  be 
partly  because  Ryan  courts  the  ana- 
lysts. The  Stones  didn't. 


The  voice  with  the  leer 

Last  year  the  Federal  Communica- 
tions Commission  ordered  the  phone 
companies  to  give  up  their  "dial-it" 
services  providing  weather,  time, 
jokes,  prayers,  ball  scores,  etc.  The 
good  commissioners  hardly  had  por- 
nography in  mind  when  they  made 
the  ruling,  but  that's  what  they  got. 
New  York  Telephone,  for  instance, 
was  ordered  by  the  state  Public  Ser- 
vice Commission  to  hand  over  its  23 
dial-it  numbers  to  outside  services 
and  to  hold  a  lottery  for  an  additional 
21  unused  numbers.  Gloria  Leonard, 
41,  a  former  stockbroker  and  star  in  X- 
rated  films  who  now  publishes  a  cou- 
ple of  girlie  magazines,  got  one 
(Forbes.  Mar.  27,  1983). 

On  her  own  Leonard  had  started  a 
call-in  service  featuring  throaty  erotic 
messages  in  1982  and  found  that  her 
90  answering  machines  couldn't  han- 
dle the  traffic.  "The  lines  were  always 
busy,  and  the  callers  complained," 
she  told  Forbes.  The  lottery  was  a 
perfect  opportunity.  Her  number 
must  get  100,000  calls  a  month;  the 
magazines  get  2  cents  per  call  and  the 
phone  company,  on  average,  nine 
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HOW  TO  KEEP  YOUR  HEART 
RATE  FROM  LOOKING  LIKE 
TODAfS  INTEREST  RATES. 

Erratic  interest  rates  have  made  hearts  skip  a  beat  or  two  in  recent  years. 
Particularly  among  those  who  own  life  insurance  products  that  can't  keep  pace  with  a 

changing  economy. 

Some  insurance  companies 
believe  they  have  the  answer— 
"interest-sensitive"  products. 

As  the  first  major  life  insurance 
company  to  introduce  universal  life, 
Life  of  Virginia  suggests  you  ask 
two  questions  of  such  a  product. 

First,  is  the  interest  rate  credited 
I  to  your  cash  value  determined  by  an 
arbitrary  method  or  by  an  objective  one?  If  the  interest  rate,  however  high,  is  offered  at 
the  discretion  of  an  insurance  company's  management,  or  if  the  company  locks" 
buyers  to  a  fixed  rate  depending  on  date  of  purchase,  you  probably  won't  find  that  very 
reassuring.  Life  of  Virginia's  Challenger  policies  index  current  interest  rates  based  on 
external,  objective  data  reflective  of  prevailing  yields.  And  we 
guarantee  the  index  for  three  full  years. 

Second,  does  the  current  interest  rate  reflect  long  or  short- 
term  yields?  Life  of  Virginia's  exclusive  Dual-Rate  lndexsm  (a  part 
of  many  of  our  Challenger  series  universal  policies)  can  do  both. 
It  guarantees  the  greater  of  longs  and  shorts,  each  quarter.  We 
even  guarantee  a  minimum  specified  rate  for  life.  So  as  the 
economy  shifts,  the  current  rate  shifts  without  capital  risk  due  to 
market  movements.  No  ifs,  ands,  or  buts. 

But  that's  not  all:  our  Challenger  series  of  products  have  lots 
of  other  features  that  will  help  keep  your  blood  pressure  down. 
Like  flexible  premiums,  which  don't  lock  you  in  and  allow  you  to 
increase  or  decrease  payments  with  ease— even  skip  them. 
Adjustable  coverage,  so  you  don't  have  to  bother  adding  new 
policies  or  exchanging  old  ones.  And  a  unique  Buyer's  Manual 
and  detailed  Annual  Report.  v 
Take  a  look  at  a  Challenger  from  Life  of  Virginia.  A 
And  take  heart.  For  more  information  ask  flfr 
your  agent,  mail  our  coupon, or  call  us  toll-free,  LIFE  ♦  OF 
800-822-6000.  VI  RG  I N IA 


CHALLENGER. 
PROTECTION  THAT  PERFORMS 
IN  ANY  ECONOMY. 


1979        1980  1981 
Short  Term  Long  Term  Dual-Rate  raw 

A  five -year  performance  study  demonstrates  the  effectiveness  of 
our  Dual-Rate  Index*'" 

Life  of  Virginia.  Department  fB032684 

6610  West  Broad  Street,  Richmond.  Virginia  23230 

Tell  me  more  about  Challenger  □  Challenger  II  D 


Telephone  Home- 


Please  check  here  if  you  are  an 
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Follow-Through 


Red-eye  or  red  carpet? 


A  little  red  carpet  treatment 
can  be  one  of  the  many  rewards 
of  business  success.  Improve 
your  chances  to  attain  that  suc- 
cess with  Dow  Jones  News/ 
Retrieval®.  It's  one  way  to  be 
certain  you  have  reliable  facts, 
news  and  insights  necessary  to 
make  the  right  management  de- 
cisions. To  help  you  in  your  drive 
for  career  advancement. 

Only  Dow  Jones  News/Retrieval 
gives  you  instant  electronic  ac- 
cess to  The  Wall  Street  Journal, 
Barron's  and  the  Dow  Jones 
News  Service. 

Overall,  you'll  find  a  wide 
variety  of  high  quality  data  bases 
that  transform  the  power  of  your 
personal  computer  into  high- 


powered  business  and  financial 
reports.  Plus,  you  get  corporate 
analyses,  economic  forecasts,  in- 
dustry trends  and  exclusive  Dow 
Jones  Current  and  Historical 
stock  quotes  that  are  continu- 
ously monitored  for  accuracy  by 
our  staff. 

Best  of  all,  Dow  Jones  is  a  re- 
spected publisher  of  information, 
not  just  a  re-seller.  That's  why 
only  Dow  Jones  gives  you  the 
accuracy  and  the  authority  you 
can  count  on,  every  business  day. 

As  smart  managers  everywhere 
have  discovered,  there's  only 
one  Dow  Jones. .  .and  only  one 
Dow  Jones  News/Retrieval.  Call 
now.  Take  a  step  toward  the 
red  carpet. 


cents.  The  initial  publicity  sent  calls 
up  to  500,000 — meaning  about 
$25,000  for  New  York  Tel  and 
$10,000  for  publisher  Leonard.  (Later, 
calls  dropped  to  around  200,000.) 

The  government  was  taken  aback, 
and  last  December  President  Reagan 
signed  a  new  law  prohibiting  any 
commercial  telephone  service  from 
providing  "obscene  or  indecent"  lan- 
guage if  it  is  available  to  people  under 
18  years  old.  The  law  gave  the  FCC 


authority  to  seek  criminal  penalties, 
with  fines  of  up  to  $50,000  and  jail 
terms  up  to  six  months,  but  only  180 
days  to  write  regulations.  Meanwhile, 
publisher  Leonard  filed  suit  in  New 
York's  federal  district  court  calling 
the  statute  unconstitutional.  ("The 
Justice  Department  is  handling  that," 
says  an  FCC  spokeswoman.) 

How  to  enforce  the  law?  The  FCC 
set  a  deadline  of  Feb.  13  for  comments 
and  Mar.  1  for  reply  comments  from 
the  public  and  is  now  sorting  the  re- 
plies. It  has  received  at  least  18,000. 
Most  of  the  telephone  companies 
wrote  in,  concerned  that  the  govern- 
ment would  make  them  decide  what 
is  obscene.  The  U.S.  Telephone  Asso- 
ciation, for  example,  "appreciates  the 
difficulty"  but  exhorts  the  FCC  not  to 
put  the  censorship  burden  on  the 
phone  companies.  Other  letters  came 
from  cable  companies  (Time  Inc.  and 
Viacom  sent  47  pages),  legal  groups 
(the  American  Legal  Foundation  sup- 
ports the  new  law,  while  the  Ameri- 
can Civil  Liberties  Union  took  25 
pages  to  oppose  it),  churches  (the  U.S. 
Catholic  Conference  says  obscenities 
are  not  constitutionally  protected) 
and  the  public. 

The  weary  FCC  figures  it  will  be 
two  months  before  it  even  tries  to 
write  rules  for  sexy  phone  calls. 
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The  Hidden  Costs  of 


ntertainment 


American  businesses  will  spend  an  estimated 
$3  billion  this  year  on  "indirect"  T&E  costs. 
The  American  Express  Corporate  Card  System  can  help 
you  reduce  these  costs  at  your  company  Dramatically 


We're  working  with  small 
companies  like  Mercury 
Tool  &  Manufacturing,  with 
giants  like  Atlantic  Rich- 
field, and  medium-sized 
companies  like  Genentech. 
And  we  can  work  with  you. 

Blame  it  on  inflation  ...on  the 
high  cost  of  travel.  But  part  of 
the  reason  T&E  costs  so  much 
rests  with  the  companies  them- 
selves. With  the  way  they  manage 
it.  Or  fail  to. 

The  American  Express 
Corporate  Card  offers  your 
company  a  way  to  simplify  the 
whole  T&E  process,  and  there- 
by reduce  its  costs.  Here's  how: 

Better  cash  flow. 

Since  the  Corporate  Card  can 
meet  almost  all  company  T&E 
expenses,  the  need  for  cash 
advances  is  significantly  reduced. 

Simplified  billing. 

Companies  with  as  few  as  ten 
Cardmembers  can  choose  central 
billing  or  have  individual  bills  sent 
to  Cardmembers,  who  reconcile 
their  own  accounts.  All  companies 
receive  full  reports  of  overall 
expense  activity  for  the  monl  h. 

Standardization. 

The  Corporate  Card  replaces 
multiple  credit  cards,  statements 
and  bills  with  a  single  system.  A 
system  which  provides  standard- 
ized reporting,  and  complete 


documentation— including 
receipts  for  all  items  charged  to 
the  Card.  And  that  can  translate 
into  real  savings. 

Special  reports 
for  tighter  cost  control. 

Companies  with  as  few  as  ten 
Cardmembers  can  receive  our 
Vendor  Analysis  Reports,  which 
break  out  Corporate  Card  charges 
by  establishment  and  industry. 

More  civilized  travel. 

The  Corporate  Card  assures  you  a 
warm  welcome  at  leading  hotels, 
restaurants,  airlines  and  car  rental 
agencies.  And  we  have  our  Travel 
Service  Offices  staffed  by  dedica- 
ted professionals  who  are  ready  to 
help  you  with  travel  arrangements. 

Personalized  service. 

We  work  with  you  right  from  the 
beginning.  Our  trained  field 
representatives  will  show  your 
staff  how  to  implement  the  system 
and  take  maximum  advantage  of 
it.  Should  you  have  any  questions 
regarding  your  account,  a  special 
team  at  our  Regional  Operating 
Center  will  answer  them. 

Over  300,000  companies 
now  use  the  Corporate  Card 
System  to  simplify  T&E  and 
reduce  its  overall  cost.  To  find  out 
more  about  how  the  Corporate 
Card  can  help  your  company, 
complete  and  return  the  coupon. 
Or  call  toll-free. 


American  Express  Havel  Management  Services 


•In  Arizona  call  (602)  954-2088 


Call  toll-free 

1-800-528-AMEX* 

or  mail  coupon 
today  for  all 
the  facts. 


m 
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^American  Express  Travel  Related  Services  Co.,  Inc.  19H4 


A.M.  Busquet.V.P. 
American  Express 
Travel  Management 

Services 
P.O.  Box  13821 
Phoenix,  AZ  85002 

Id  like  to  know 
more  about  how  the 
American  Express'"  Corporate  Card 
System  can  help  my  company 
simplify  T&E  and  reduce  its  cost, 
['lease  send  me  all  the  fails. 


Name 


Company 


  i  M  I' 


Addles:, 


City 


State  Zip 


Phone 


No.  of  travelers 


I  fse  coupon  oi  call  toll  free 
1-800-528-AMEX. 
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Readers  Say 


California's  Boy  Scout 

Sir:  Thank  God  for  the  example 
George  Deukmejian  set  for  state  gov- 
ernments ("A  Boy  Scout  in  lotus- 
land,"  Feb.  27).  American  taxpayers 
are  fed  up  with  years  of  financial  pres- 
tidigitation at  taxpayer  expense.  I,  for 
one,  hope  this  is  one  California  trend 
that  sweeps  the  nation.  I'm  sick  of 
politicians'  reacting  to  the  clamor  of 
special  interests  while  ignoring  the 
interests  of  those  who  pay  the  bills. 
— Donald  B.  Akerstrom 
Denver,  Colo. 

Sir:  One-sided  antiliberal  diatribe 
cloaked  in  the  guise  of  a  profile  of  this 
apparently  decent  man.  If  you  think 
that  "alternative  technology"  is  such 
a  laughably  contemptible  idea,  for  ex- 
ample, perhaps  you  would  care  to  tell 
us  what  to  do  when  the  oil  is  all  gone 
and  the  air  too  thick  to  breathe. 
— G.R.  Lewis 
Los  Angeles.  Calif. 


Shortsighted  advice? 

Sir:  If  all  of  the  entire  oil  industry  in 
the  U.S.  follows  Mark  Millard's  ad- 
vice, "Don't  explore"  (Feb.  13),  it  will 
eventually  go  the  way  of  the  steel  and 
other  basic  industries  that  did  not  re- 
invest in  their  own  products. 
—Jim  Baker- 
Houston,  Tex. 


We're  all  American! 

Sir:  Re  your  remark  "Canandaigua 
Wine's  chateau  is  reminiscent  more 
of  Bayonne,  NJ.  than  Bourgogne, 
France"  (Jan.  30).  Bayonne  is  a  typical 
all-American  community.  It  includes 
any  and  every  cross  section. 

Come  visit  and  have  a  glass  of  wine 
while  you  say  you're  sorry.  We  prom- 
ise not  to  prick  Mr.  Forbes'  balloon,  or 
refer  to  his  Highlander  as  a  "tub." 
— Mart  in  A.  Eger 
Bi  isi)  less  Admit  tistrator, 
Director,  Department  of  Finance, 
City  of  Bayonne 
Bayonne,  N.J. 


Another  bubble? 

Sir:  Your  Feb.  27  critique  of  Diasonics 
was  too  tame.  When  Diasonics  went 
public  a  year  ago,  it  gained  an  instant 
valuation  on  the  46  million  shares 
outstanding  of  $1  billion,  close  to  the 


valuation  of  much  more  established 
companies,  such  as  Sperry  and  Hon- 
eywell. When  Diasonics'  share  price 
climbed  to  $29  a  share,  its  valuation 
was  more  than  10  times  1982  sales.  At 
its  present  price  of  $6  per  share,  its 
valuation  is  still  about  2  times  past 
sales  and  many  times  its  earnings. 

I  am  going  to  save  my  own  Diason- 
ics' prospectus  for  future  South  Sea 
Bubble  reference. 
— Richard  Tse-Min  Kti 
Vice  President. 
Futufevest 
New  York,  N  Y. 


Seagram's  on  TV 

Sir:  The  article  "Sweeter  than  pop" 
(Feb.  13)  overlooks  an  important 
point.  The  brand  name  Seagram's  can 
once  again  be  seen  in  television  com- 
mercials, for  the  first  time  since  li- 
quor ads  were  banned. 
— John  F.  Lacey 
New  York,  NY. 


I  did  it 

Sir:  [You]  ascribe  to  Mr.  Veliotis 
participation  ...  in  the  complex  ne- 
gotiations conducted  by  the  Navy 
with  General  Dynamics  from  October 
1977  until  June  1 1,  1979  (Jan.  16).  The 
negotiations  were  conducted  by  me, 
without  exception,  with  Mr.  Max 
Golden,  vice  president  of  General  Dy- 
namics, and  from  time  to  time  also 
with  Mr.  David  Lewis,  chairman  of 
the  board  of  that  company.  [In  the 
settlement]  General  Dynamics  ac- 
cepted a  $359  million  loss  on  the  con- 
struction of  18  submarines  of  critical 


importance  to  the  Navy.  It  was  point- 
ed out  that  the  $359  million  repre- 
sented ".  .  .  the  highest  loss  ever  ab- 
sorbed by  a  business  enterprise  in  its 
dealings  with  the  Navy  and  [it]  ex- 
ceeds the  gross  profit  made  by  Electric 
Boat  in  the  construction  of  nuclear 
submarines  since  the  program  began 
in  1955." 
— Edward  Hidtilgo 
Washington,  D  C 


Who's  to  blame? 

Sir:  To  say  that  health  care  costs  are 
out  of  control  seems  to  put  the  blame 
solely  on  the  hospital  industry  (Fact 
and  Comment  11,  Jan  30).  It  is  like 
comparing  the  increase  in  the  cost  of 
airplanes — a  Boeing  747  is  certainly 
unlike  a  DC-3.  The  same  is  true  in  the 
health  industry.  Twenty-five  years 
ago  we  did  not  have  heart  bypass,  kid- 
ney dialysis,  intensive  care  facilities, 
neonatal  facilities,  etc. 

We  can  squeeze  some  costs  out  of 
the  system,  but  there  is  a  question 
of  how  soon  will  come  a  deterioration 
of  the  quality  of  service  rendered. 
— Hubert  C.  Perry 
Chairman. 
Board  of  Directors, 

Presbyterian  Intercommunity  Hospital 
Whittier,  Calif. 

Sir:  Until  the  public  is  forced  to  pay  a 
larger  share  of  the  health  bill  directly 
instead  of  through  the  price  of  other 
goods  and  services  and  government 
taxes,  the  system  will  remain  a  re- 
ward to  those  with  unhealthy  habits 
and  the  providers  who  are  trained  pri- 
marily to  diagnose,  cut  and  treat. 
— William  F.  Parrish 
Santa  Ana,  Calif 


Misplaced  promise 

Sir:  The  Deputy  Editor-in-Chief  be- 
labors Paul  Volcker:  "Most  interested 
parties  believe  the  chairman  of  the 
Fed  when  he  wrongly  claims  that  in- 
terest rates  are  high  because  of  Rea- 
gan's .budget  deficits"  (Fact  and  Com- 
ment II,  Feb.  27).  Our  steadying  inter- 
est rates  and  our  robust  economy  are  a 
result  of  Mr.  Volcker's  managing  our 
money  supplies.  He  is  not  receiving 
any  help  from  our  Congress,  which 
makes  an  equal  contribution  to  infla- 
tion with  union  labor. 
— Everett  Powell 
Toirance,  Calif 


16 


FORBES,  MARCH  26,  1984 


YOU  DON'T  LIVE  IN  ONE  ROOM  AT  HOME. 
WHY  LIVE  IN  ONE  ROOM  AWAY  FROM  HOME? 


Staying  in  one  room  is  no  way  to  live.  Or  travel.  Stay  at 
Guest  Quarters,  where  there  are  suites,  and  nothing  but 
spacious,  comfortable  suites,  exclusively.  That's  living. 
Instead  of  a  bed-surrounded-by-four- walls,  you  get  a  bedroom, 
living  room,  dining  area,  full  kitchen,  all  for  the  same  price  as  a 
single  room  at  other  fine  hotels .  11  !1Tif>  ffFt^r 

Plus,  you  get  Guest  Quarters'  answer  to  room       yJllLilE  21)  Jl 
service:  Suite  Service.  We  can  serve 
you  a  gourmet  dinner,  cater  your  party 


QUARTERS 


or  meeting,  right  in  your  suite. 
We  can  even  prestock  your  pantry, 
bar,  or  refrigerator. 

Stay  at  Guest  Quarters.  And  find  out 
for  yourself  why  so  many  people  who 
have  never  stayed  at  Guest 
Quarters  before,  will  never 
^    stay  anyplace 
else  again. 


TH  E  ALL  SUITE  HOTE  LS 


WASHINGTON,  DC       HOUSTON,  TX     ATLANTA,  GA 

801  New  Hampshire  Ave.  N.W     5353  Westheimer  Rd.      Ill  Perimeter  Ce.,rer  West 
2500  Pennsylvania  Ave.  N.W.      2929  Post  Oak  Blvd        7000  Roswell  Rd 

ALEXANDRIA,  VA    GREENSBORO,  NC    TAMPA,  FL    CHARLOTTE.  NC 

100  S  Reynolds  St  5929  W  Friendly  Ave  Fall  1984  Fall  1984 


WHAT  SHOULD  YQ 
WORKING  PARTNERSH 


RESULTS  WITH 
ASSURANCE. 


Deeds  more  than  words 
have  characterized  our 
working  partnerships 
with  customers  large  and 
small.  We  feel  the  best 
assurances  we  can  offer 
prospective  customers 
are  the  productive  experi- 
ences and  results  of  our 
present  customers. 


'At  Mead  Johnson,  two  HP 
lab  automation  systems 
paid  for  themselves  in  just 
six  months  of  operation.1 


Pat  Bryan 

Manager,  Pharmaceutical  Quality  Control 


"At  M/A-COM, 
HP  computer-based 
instrument  systems  sp 
final  test  12-fold." 

Dr.  Alan  Carlson 

Manager,  Automatic  Test  Equipment 


Your  long-term  needs 
addressed. 

Working  partnership  implies  a 
long-term  relationship,  in  which 
the  initial  sale  is  only  the  begin- 
ning. Our  objective  is  to  expand 
the  relationship  wherever  the 
"fit"  is  good.  It  precludes  solving 
all  problems  with  only  HP-avail- 
able solutions.  An  exclusive  re- 
lationship is  not  prerequisite.  We 
are  not  timid  about  working  with 
other  organizations  to  achieve  a 
more  effective  solution.  And  we 
are  not  afraid  to  say  "no"  in  the 
best  interests  of  the  customer. 
Working  partnership  is  a  two- 


way  street.  It  demands  accuracy 
as  well  as  advocacy. 

More  than  computers. 

Hewlett-Packard  is  recognized 
for  the  range  of  its  computer  so- 
lutions in  business,  industry, 
science,  and  medicine  through- 
out the  world.  Beyond  comput- 
ers, HP  offers  an  enormous 
variety  of  instrumentation  and 
computer-based  systems.  These 
enable  us  to  work  with  customers 
to  achieve  productivity  solutions 
in  such  areas  as  office  auto- 
mation; computer-aided  design, 
manufacturing,  and  test;  and 
laboratory  automation.  They 
also  include  hospital  systems 


for  intensive  care  and  final 
management.  HP  brings  this 
and  versatility  to  a  workin 
partnership  with  customer] 

Quality  beyond  produ 

While  quality  has  been  dir 
related  to  products,  we  strt 
the  term  to  include  all  aspec 
our  relationship  with  custoi 
Why?  Because  the  same  qi 
and  reliability  engineered  i 
HP  products  is  built  into  oui 
tomer  support  programs, 
worldwide.  From  the  outs* 
local  support  team  of  spec 
who  understand  your  need 
help  you  develop  a  cost-effe 
strategy  to  meet  your  goal: 


XPECT  FROM  A 
HTH  HEWLETT-PACKARD? 


City  National  Bank, 
r  HP  computers  deliver 
inframe  capability 
me-eighth  the  cost." 


Newton  Gore 

Sr.  Vice  President 


"At  Likoff  Cardiovascular 
Institute,  an  HP  computer 
processes  electrocardio- 
grams in  minutes  instead 
of  hours." 

Dr.  Gary  Anderson 

Heart  Station  Director 
Hahnemann  University 


"At  3M,  an  HP  computer 
network  helps  increase 
productivity,  control 
inventories,  and  optimize 
distribution." 

Ewald  F.  Fischer 
Manager,  Information  Systems 


prt  takes  many  forms:  help 
leering  the  right  equipment, 
;ng  programs,  remote  diag- 
bs  that  reduce  service  calls, 
:e  contracts  that  guarantee 
ed  systems  will  be  up  and 
\  ng  at  least  99  percent  of  the 
!-and  a  great  deal  more. 

D  that  protects 
;r  investment. 

i  cost  of  software  is  likely  to 
/  d  your  cost  of  hardware 
I  times  over.  This  is  one 
hi  that  much  of  HP's  R&D 
;?ntrates  on  technology  that 
preserve  your  software  in- 
nent  while  increasing  the 


performance  and  reducing  the 
cost  of  the  hardware.  What  you 
buy  today  from  Hewlett-Packard 
will  not  be  obsolete  tomorrow.  In 
a  working  partnership,  results  as 
well  as  costs  are  measured  over 
time.  The  best  technology  pre- 
serves and  enhances  your  invest- 
ment. 

Satisfaction.  Based  on  45 
years  of  meeting  exacting 
customer  needs. 

From  its  beginnings,  HP  has  built 
its  business  by  satisfying  the 
performance  expectations  of  sci- 


entists and  engineers.  They  can't 
accept  doubtful  performance, 
uncertain  quality,  or  occasional 
support  in  meeting  their  de- 
manding goals.  It's  against  this 
background  of  unequivocal  per- 
formance that  HP  builds  working 
partnerships  with  its  customers. 
After  all,  partnership  is  inherent 
in  our  name — and  is  fundamental 
to  our  dealings. 

In  summary,  a  working  partner- 
ship with  Hewlett-Packard  sim- 
ply means: 

Productivity.  Not  promises. 


HEWLETT 
PACKARD 


0002404 


For  all  the  commitments  you  make 


INSURANCE  FROM 

< !i  immitment  is  giving  a  child  the  jbpm  &Mk  mcm  tn  'H>  And  many  commitments 
most  precious  gift  of  all,  your  time.  ^^jM^MA  worth  keeping  require  th<  mghtful  pro- 
Providing  the  learning  experience  ^BrM  W!^r^^  tection.The  CNA  Insurance  Companies, 
every  child  needs,  to  guide  him  in  the  and  the  agents  who  represent  us,  under- 

years  ahead. Commitment  is  the  key  to  making  stand  this.  We  provide  all  lines  of  insurance...  to 
our  family,  home  and  business  what  we  want         help  those  who  make  commitments  keep  them. 


CNA  Insurance  Companies/CNA  Plaza/Chicago,  IL  60685  •  Independent  agents  who  represent  CNA  are  listed  in  the  Yellow  Pages 
Personal,  Commercial,  Life  and  Health,  Employee  Benefits,  Professional  Liability,  Association  Programs,  Annuities  and  Pensions 


"With  all  thy  getting  get  understanding 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


McGRATH'S  MURDER  OF  THE  STEEL  MERGERS 

doesn't  insure  competition  in  the  U.S.  market  but  docs  threaten  the  U.S.' 
capacity  to  compete.  Can't  somebody  put  the  steel  industry  under  the  purview 
of  the  FTC,  which  seems  to  have  no  problems  with  those  huge  oil  mergers? 

WOULDN'T  YOU  RATHER  WORRY 

about  the  possibility  of  an  inflationary  uptick  than  the  certainty  of  a  return  to  rampant  recession? 

FOR  BANKERS,  PROXMIRE'S  BEEN  LUCIFER'S  EARTHLY  PRESENCE 


for  an  unbalancing  number  of  years. 

So  it  was  somewhat  as  if  one  were  to  hear  Arafat  hailing 
the  virtues  of  Syria's  Assad  when  Senator  William  Prox- 
mire  (D-Wis.)  took  to  the  Senate  floor  a  while  ago  and 
spake  thusly  of  the  money  changers: 

"I  doubt  if  there  is  any  occupation  that  is  more  consis- 
tently and  unfairly  demeaned,  degraded,  denounced  and 
deplored  than  banking. 

"Bankers  make  an  easy  target  because  they  often  are 
prosperous.  In  small  towns  or  big  cities  the  banker  is  not 
only  often  the  richest  guy  in  town,  he  also  has  that  critical 


power  to  determine  which  business  survives  and  which 
does  not.  Many  critics  of  bankers  do  not  even  know  that 
bankers  provide  more  than  credit.  They  provide  sound 
business  advice  and  guidance  for  businesses. 

"They  have  suffered  demeaning  and  wholly  unjustified 
denunciation  as  everybody's  favorite  scapegoat.  It  is  a 
phony  and  time  it  stopped.  Let  us  hear  one  for  your 
friendly  or  even  unfriendly  banker.  If  you  really  want  an 
unsung  hero,  he  is  it." 

This  Proxmire  paean  is  no  assurance  for  bankers  that 
he'll  cease  to  be  one  of  their  biggest  pains. 


THE  FACT  IS,  BANKING'S  REALLY  IN  FOR  IT 


in  these  months  ahead.  While  everyone  else  has  been 
grabbing  off  bits  and  pieces  of  the  banking  business,  the 
Big  Boys  of  Banking  are  massively  exploding  through  every 
former  containment — providing  services  previously  pre- 
cluded, applying  high  tech  that  obsolctes  old  prohibitions. 

Much  has  resulted  (savings  and  loans,  for  instance)  from 
Fed-blessed  efforts  to  save  the  sinking. 

But  if  any  in  the  business  think  it's  open  sesame,  that 
the  sky's  the  limit  for  banking  these  days,  they  are  not 
thinking.  The  less-big  bankers  are  not  happy  playing  Alka- 


Scltzer  to  the  Giants'  digestion. 

And  as  these  great  institutional  reformations  take  place, 
don't  think  for  one  minute  the  Federal  Reserve  is  going  to 
stand  by  as  its  money  engine  throttle  comes  off  in  its  hand. 

There's  no  stopping  the  vast  changes  well  under  way. 

Nor  should  there  be. 

But  banking  unbridled  is  impermissible. 

When  any  of  these  guys  goes  belly  up,  who  do  you  think 
ponies  up  those  federal  deposit  insurance  guarantees? 

You.  April  15. 
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". . .  Enthusiasm,  Not  Expertise,  Is  The  Requisite  . . ." 

Interview  by  Marion  M.  Burdick,  reprinted  from  Goodlife  magazine,  fan. /Feb.  1984 


Goodlife:  We've  just  entered  Orwell's  prophetic  year. 
Do  you  think  that  any  of  the  Orwellian  fears  have  been 
realized? 

MSF:  No.  Not  in  the  sense  that  "Big  Brother  is  watching 
you."  The  first  reaction  to  the  computer  was  that  we'd  all 
become  numbers  instead  of  people,  but  the  fact  is,  as  we're 
coming  to  realize,  the  computer  has  made  everybody  real 
in  lividuals.  Now,  with  credit  cards,  life  insurance  and  all 
the  other  assorted  things  that  are  in  a  computer,  a  lot  of 
people  can  get  a  readout  in  a  way  that  Orwell  didn't 
comprehend.  Nobody  needs  to  watch  you;  your  finger- 
prints are  everywhere. 

If  you're  in  Europe  and  want  to  charge  a  hotel  bill  or 
dinner,  or  if  you're  in  Kokomo,  Ind.  and  want  to  make  a 
reservation  three  months  from  now  to  fly  from  Frankfurt 
to  Hamburg,  in  a  matter  of  minutes  you're  booked,  they've 
checked  your  credit,  if  you  pay  your  bills,  and  so  forth. 

We're  also  aware  of  what  pooling  all  this  information 
can  lead  to — the  invasion  of  privacy  that  such  composites 
can  make.  No  question,  the  IRS  does  it,  but  that's  what 
they're  supposed  to  do  if  it  relates  to  whether  or  not  you're 
paying  your  taxes  or  collecting  Social  Security  twice. 
They've  got  to  be  able  to  run  down  fraud.  Congress  and  the 
people  of  this  country  are  intensely  aware  of  the  dangers, 
and  they  want  controls  on  who  has  access  to  this  informa- 
tion. It  is  a  fact  that  we  are  capable  of  being  tracked  as 
never  before. 

Goodlife:  Another  1984  question:  The  Statue  of  Liberty 
is  approaching  her  hundredth  birthday.  Your  father  arrived 
as  an  immigrant  80  years  ago  with  some  education,  some 
ability,  and  apparently  little  else.  What  can  people  coming 
to  this  country  expect  today,  starting  out  much  as  your 
father  did?  What's  the  best  way  of  "making  it"? 

MSF:  The  opportunity  for  more  people  to  make  it  today 
in  a  full  financial  sense  is  infinitely  greater  than  it  was 
then.  It  was  much  harder  done  in  those  days.  Everybody 
had  to  be  engaged  in  a  lot  of  arduous  physical  labor.  They 
were  going  into  coal  mines,  into  steel  plants,  into  heavy 
manufacturing.  Muscle  was  needed  at  the  turn  of  the 
century.  When  the  Statue  of  Liberty  came  here,  this  was 
the  land  of  opportunity.  We  all  know  the  names  of  people 
during  that  period  who,  like  Andrew  Carnegie,  became 
wealthy  beyond  comprehension. 

Today,  in  this  era  of  high  tech,  we  think  nothing  of 
some  young  fellow  of  28  or  32  becoming  a  multimillion- 
aire by  coming  up  with  some  software  or  an  application 
of  the  computer.  There  are  thousands  of  millionaires  in 
this  country  today.  It's  no  longer  a  mark  of  distinction. 
Now  you  have  to  have  about  $125  million  to  make  The 
Forbes  Four  Hundred. 


The  fact  is  that  more  Americans  than  ever  before  have  a 
piece  of  the  pie  now.  It  may  take  a  husband  and  wife  both 
working  to  liVe  to  the  degree  they  want,  but  when  you 
consider  the  standard  of  living,  almost  anybody  who  wants 
to  can  ski  or  play  tennis.  We're  into  all  the  fun  things  in 
life  in  addition  to  earning  a  living. 

Goodlife:  But  wouldn't  people  need  more  education  to 
take  advantage  of  high-tech  opportunities?  Your  father 
was  educated,  of  course,  but .  .  . 

MSF:  My  father  dropped  out  of  school  at  13  and  was  self- 
taught,  but  he  had  a  great  reverence  for  a  college  educa- 
tion, which  is  usually  confined  to  those  who  don't  have 
one.  People  who  have  a  college  education  often  take  it  for 
granted,  and  they're  disappointed  when  it  doesn't  prove  to 
be  any  substitute  for  working  like  hell — that  it's  no  magic 
carpet.  All  an  education  does  is  open  a  mind;  it  doesn't  fill 
an  empty  one.  An  education  opens  your  horizons. 

There's  nobody  in  this  country  who  isn't  better  educat- 
ed than  they  used  to  be — and  I'm  not  talking  about  college 
SAT  scores.  Thanks  to  television,  everybody  is  living  a 
fuller  life.  When  there's  an  earthquake  in  Chile,  people 
don't  read  about  it  six  months  later.  If  you're  on  a  farm, 
you're  not  sealed  off  from  the  world.  You  know  exactly  the 
same  things  as  somebody  in  the  wireroom  of  a  New  York 
newspaper. 

Awareness  is  just  another  form  of  education.  People 
deplore  kids  watching  cartoons  and  adventure  films.  Be- 
fore, kids  didn't  have  time  to  read.  They  didn't  have  a 
sense  of  adventure.  But  hell,  now  all  they  have  to  do  is  turn 
on  the  TV  and  they  know  what  adventure  is.  The  result 
has  been  an  infinitely  greater  expansion  of  reading.  And 
that's  all  due  to  TV.  People  who  say  it  stultifies  the  mind 
aren't  using  their  own.  The  world's  in  a  box  there,  and 
that's  not  stultifying. 

Goodlife:  You've  been  characterized  as  a  man  of  far- 
reaching  interests  and  intellectual  curiosity — a  Renais- 
sance man,  if  you  will — who  becomes  an  expert  at  any- 
thing you  take  up. 

MSF:  I'm  not  an  expert  at  anything.  I  don't  say  that  out 
of  modesty.  I  think  too  many  people  don't  take  things  up 
on  the  premise  that  they  need  to  know  too  much  about  it.  I 
outgrew  that.  As  a  youngster  of  12  or  13,  for  instance,  if 
you  haven't  been  exposed  to  skiing  or  skating,  you  don't 
want  to  clod  around  with  confreres  who  can  do  it.  So  you 
tend  to  shy  away  and  say,  "I  don't  like  it."  What  you  mean 
is,  "I  can't  do  it."  You're  inhibited  at  a  young  age  from 
trying  things.  One  sign  of  maturity  is  the  realization  that 
you  shouldn't  be  inhibited  about  trying  something  you're 
not  good  at.  Part  of  growing  up  is  realizing  you  don't  need 

(Continued  on  page  222) 
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ANDREW  JACKSON'S  REACTION  TO  THE  BURNING  OF  WASHINGTON 

would  doubtless  be  sympathetically  understood  these  days  by  President 
Reagan.  In  this  letter  in  the  Forbes  Collection,  gnarly  Old  Hickory  writes: 

"26  September  1814. 1  have  this  moment,  rec[eive]d. 
the  News  that  the  Capitol  is  Burnt — was  it  not  for  the 
National  disgrace  I  am  glad  of  it — It  will  unite  amer- 
ica,  and  learn  the  rulers  of  our  Nation,  to  prepare  for 
defence  before  it  is  too  late — and  leave  canvassing  for 
the  executive  chair,  out  of  View  when  our  Nation  is 
invaded  and  requires  all  her  ennergy  to  defend  it — It 
will  teach  them,  not  to  count  their  pence  but  prepare 
the  Means,  to  Save  our  country.  ..." 


MOVIES 


The  Big  Chill — Two  decades  after,  these  1960s  col- 
lege-close friends  come  together  at  the  funeral  of  one  of 
their  group  who's  committed  suicide.  Bittersweet,  much 
side-splitting  wit  and  great  acting  from  all  eight.  The  Old 
Truth:  You  can't  go  from  where  you're  at  to  how  it  was 
where  you  were — in  a  bright,  contemporary  setting. 

Broadway  Danny  Rose — Critics  have — absurdly — been 
making  comparisons  with  Zelig.  The  earlier  film  touches 
universally,  and  this  tiny  delight  will  appeal  to,  be 
relished  only  by,  those  who  know  delis,  understand  show 
biz  and,  especially,  Borscht  Belt  bookings.  It's  a  tender 
tidbit,  not  a  Big  Human  Truth.  9  Educating  Rita — While 
I'm  sure  too  many  Michael  Caine-ish  professors  would 
create  problems  in  academia,  this  one  brings  a  lovely, 

FREEDOM  DEPENDS 

entirely  on  the  strength  of  the  free. 


intellectual  young  bud  to  beautiful  bloom.  How  many 
teaching  can  claim  even  one  such  success,  or  such  a 
prompt  reward  for  success?  Reckless — Jimmy  Dean 
lives  again.  Or  so  the  producers  hoped.  He  doesn't.  But 
this  flagrant  amalgam  of  scenes  and  settings  from  several 
recent  films  featuring  futureless  steel  towns,  frustrated 
teenagers  and  high  school  football  isn't  as  bad  as  it 
sounds — or  deserves  to  be.  ®  Reuben,  Reuben — This  is  a 
Hollywood  rendition  of  the  perpetually  besotted  Irish 
poet  stumbling  to  middle-aged  pot.  He  makes  his  way 
through  the  countless  Helen  Hokinson  types  who  flock 
to  his  recitals  and  his  bed.  Strewn  with  funny  bits  and 
pieces.  Dylan  Thomas  and  Brendan  Behan  should  have 
had  it  so  good. 

A  CEASELESS  WONDER 

The  power  of  a  smile. 


MAVERICK 
MAUVE 


FLOKfM  ADfcLK  SIOANF. 


DCX'IS  ,UCHl\CLO>-S 


BOOKS 

(I  Maverick  in  Mauve — by  Florence 
Adele  Sloane  (Doubleday  &  Co.,  $15). 
The  author,  grandmother  of  Louis  Au- 
chincloss'  wife,  kept  a  diary  and,  in 
Jackie  O's  firm-kind  editing  hands,  it 
has  emerged  as  a  disarming  real-life 
portrayal  of  the  cushioned  aches  and 
pains  of  the  country's  privileged  at  the 
turn  of  the  century.  Jackie  was,  of 
course,  aided  immeasurably  by  Louis  Auchincloss,  him- 
self the  most  quietly  brilliant  depicter  of  our  young  coun- 
try's Old  Families. 

Excerpt:  My  mother,  who  was  a  little  girl  in  the  1890s, 
used  to  tell  me  of  a  worldly  old  grandmother  of  hers 
whose  flat,  trenchant  statements  about  the  value  of  mon- 
ey were  deplored  by  the  more  delicate-minded  members 
of  the  family.  "Do  not  speak  ill  of  Mrs.  Kingsland,"  she 
told  Mother  once.  "She  has  three  million  dollars."  Now 
this  was  certainly  crass,  but  crass  people  have  a  way  of 
expressing  what  the  rest  of  us  will  not  admit,  even  to 
ourselves.  The  society  of  which  that  long  row  of  derivative 


chateaux  running  up  Fifth  Avenue  was  the  ultimate  archi- 
tectural expression  was  as  material  as  any  society  since 
that  of  Rome  under  the  Antonines,  and  the  row  of  portrait 
busts  from  the  latter  era  in  the  Louvre,  substituting  frock 
coats  for  togas,  could  pass  for  corporate  directors  in  the 
lobby  of  any  firm  in  Wall  Street. 


0  The  Art  of  Presenting 
Food— by  Sallie  Y.  Wil- 
liams (Hearst  Books, 
$20).  Whether  it  should 
be  so  or  not,  it  is  a  fact 
that  food  attractively 
presented  tastes  better 
and,  for  sure,  vice  versa. 

So,  too,  wine  served  in  a  thin — and  thin-stemmed — glass. 
Who  can  resist  small  sandwiches  served  in  a  hollowed-out 
bread  loaf?  Overly  ornate  dishes  are  a  turn-off  to  the  same 
degree.  There  are  only  pluses  to  presenting  food  attractive- 
ly, and  here's  how  to  do  it  by  the  onetime  managing  editor 
of  Forbes  Magazine's  Restaurant  Guide. 
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Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editors  mind.  -MSF 


Tap  &  Bomb  Blueprints 

The  time  to  get  your  information 
about  Washington's  supersecret  intel- 
ligence buildings  is  before  the  ground 
floor  goes  in.  At  the  regional  office  of 
the  General  Services  Administration, 
anyone  with  a  $100  deposit  can  obtain 
the  plans  for  the  $200  million  addition 
to  the  Central  Intelligence  Agency  in 
nearby  Langley,  Va.  Those  who  decide 
not  to  bid  on  the  construction  project, 
No.  19086,  can  get  their  $100  back. 
Others  may  ask  for  No.  38261,  plans 
for  the  new  worldwide  Navy  commu- 
nications headquarters  in  Crystal 
City,  Va.,  just  across  the  Potomac. 

— New  York  Times 

Safe  from  Jaws 

James  L.  Murdy,  Gulf  Oil  Corp.'s 
executive  vice  president,  told  securi- 
ties analysts  in  Philadelphia  that  the 
[Mesa  Petroleum  Chairman  T.  Boone] 
Pickens  plan  to  spin  off  part  of  Gulf  in- 
to a  royalty  trust  was  a  dumb  idea.  It 
would  only  entrench  Gulf's  manage- 
ment, he  said,  just  as  Mesa's  own  royal- 
ty trust  has  done.  "It's  the  ultimate 
shark  repellent,"  Mr.  Murdy  said. 

— Wall  Street  Journal 

A  Pow  and  a  Wow 

Yentl  isn't  conventionally  bad.  It's  a 
big,  wooden,  inert  ark  of  a  movie  wait- 
ing, high  and  dry,  for  someone  to  pro- 
vide a  flood  so  that  it  might  float  away. 

— New  York  Times 

The  beauty  of  words  is  so  rarely  in 
evidence  on  today's  movie  screens 


that  it  is  always  something  of  a'  sur- 
prise to  discover  literacy  in  any 
screenplay  that  ever  gets  past  the  desk 
of  a  Hollywood  mailroom  clerk.  Reu- 
ben, Reuben  is  that  happy  excep- 
tion ...  a  polished  diamond  among 
the  movie  rhinestones. 

— Rex  Reed,  New  York  Post 

Safety  First 

At  the  Hanford  Engineering  Works 
in  the  state  of  Washington,  a  project  of 
utmost  secrecy  was  taking  place:  Huge 
reactors  were  turning  out  radioactive 
uranium  slugs  that  were  to  be  used  to 
manufacture  plutonium  for  atomic 
bombs.  Engineers  had  taken  extraordi- 
nary precautions  to  prevent  a  variety 
of  possible  mishaps,  but  the  one  they 
most  feared  was  a  cutoff  of  water  need- 
ed to  keep  the  reactors  at  safe  operat- 
ing temperatures.  Interruption  of  flow 
for  even  a  fraction  of  a  second  would 
create  such  a  buildup  of  heat  that  the 
reactor  might  collapse  or  explode. 

Suddenly,  on  March  10,  1945,  the 
worst  happened:  A  power  failure  oc- 
curred. Immediately,  safety  controls 
were  triggered  and  current  resumed, 
but  the  entire  plant  was  shut  down  for 
one-fifth  of  a  second.  It  took  scientists 
three  days  to  bring  the  reactor  piles 
back  up  to  full  capacity,  but  they  wel- 
comed the  incident  because,  as  one 
witness  later  reported,  "it  proved  that 
all  safety  arrangements,  never  before 
tested  in  an  actual  crisis,  were  work- 
ing beautifully." 

An  accident  of  calamitous  propor- 
tions had  been  averted,  but  what 


caused  the  mysterious  shutdown?  A 
Japanese  balloon  [bomb],  descending 
upon  the  Hanford  area,  had  become 
tangled  in  electrical  transmission 
lines,  short-circuiting  the  power  for 
the  Hanford  reactor  pumps. 

The  Japanese  could  scarcely  have 
suspected  how  their  simple  Fu-Go 
[balloon  bomb]  campaign  disrupted 
the  Manhattan  Project,  the  most  com- 
plex and  expensive  scientific  enter- 
prise yet  conceived.  It  was  a  single 
paper  balloon  that  nearly  unleashed 
the  furies  of  the  nuclear  age  on  the 
U.S.  only  months  before  they  were 
visited  upon  the  cities  of  Hiroshima 
and  Nagasaki. 

— Carmine  A.  Prioli, 
American  Heritage 


"The  art  of  investment 
banking  consists  of  talcing 
a  button  and  making  a 
suit  out  of  it." 

— Andre  Meyer, 
in  Financier,  by  Cary  Reich 


The  No  Problems"  Man 

"What's  wrong  with  being  affable?" 

— Edwin  Meese  III, 
counselor  to  the  President 

Besotted  Mix 

What  Town  &)  Country  might  be 
saying  about  Yves  Saint  Laurent's 
emotional  state  when  he  writes  about 
the  Vicomtesse  de  Ribes  will  have  to 
represent  what  the  French  are  capable 
of  at  the  moment.  "  'She  radiates  the 
brilliance  of  a  thousand  lights,'  he's 
written,  besotted  with  her  lure." 
What  we  wonder  is:  With  the  idea  of 
dressing  well  cheapened,  will  women 
seek — or  insist  upon — this  sort  of  re- 
action from  male  friends  as  proof  of 
distinction?  This  is  the  thought  that 
disturbs  us:  that  they  will.  We  see  a 
nightmare  world  in  which  there  are 
public-relations  battles  over  intoxi- 
cating friendships.  In  our  darkest  mo- 
ments, we  see  Donald  Trump  besot- 
ted with  the  lure  of  Leona  Helmsley, 
Jeane  .Kirkpatrick  bewitching  Caspar 
(Cap)  Weinberger.  It  was  better  when 
it  was  just  clothes. 

— The  New  Yorker 

Easy  Does  It 

Do  not  remove  a  fly  from  your 
friend's  forehead  with  a  hatchet. 
— Chinese  proverb  in  Good  Advice, 
by  William  Safire  and  Leonard  Safir 


Punch 
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Sharing our 
heritage 

is  a  way  of  working 
for  America. 

■ 

"Views  of  a  Vanishing  Frontier,"  based  on  one  of  the  great  treasures  of 
American  Western  art,  is  being  exhibited  at  major  museums 

throughout  the  nation  this  year  and  next.  It  is  a  collection  of 
watercolors  and  historical  materials  related  to  the  1832-34  exploration  of  the 
northern  plains  by  the  German  naturalist  Prince  Maximilian  and  the  Swiss  artist 
-        •    .  Karl  Bodmer.  InterNorth  is  pleased 


to  make  available  for  viewing 
by  millions  of  Americans  this  important 
exhibition  centered  on  selections  from 
the  corporation's  collection 
of  Bodmer 's  art.  a 


INTERNORTH 

-  =  We  work 
 for  America. 


4 


For  information  on  "Views  of  a  Vanishing  Frontier" 
write  to  The  InterNorth  Art  Foundation, 
2223  Dodge  Street,  Omaha,  NE  68102 


InterNorth  is  an  international  energy-based  corporation  involved  in  exploration  and  production  of  oil  and  natural  gas, 
natural  gas  transportation  and  distribution,  liquid  fuels  and  petrochemicals.  International  headquarters:  Omaha,  Nebraska 


Howwehelpfii 
a  million  electronic  components 
■     on  a  quarter-inch  chip. 


ALLEGHENY  INTERNATIONAL 

SPECIAL  SKILLS  FOR  SPECIAL  NEEDS. 


At  Allegheny  International,  our 
technology  is  helping  shape  the 
future  of  the  world  by  helping 
shape  the  remarkable  micropro- 
cessor chip. 

No  bigger  than  a  quarter- 
inch  square,  these  tiny  "elec- 
tronic brains"  are  used  in  every 
application  imaginable-from 
satellites  to  home  computers, 


Silicon  wafers  are 
subjected  to  extreme 
heat  in  a  diffusion 
furnace.  Thermco, 
an  Allegheny 
International 
company,  developed 
the  computer- 
controlled  diffusion 
system,  increasing 
usable  chip  yields 
by  more  than  10%. 


.  from  pacemakers  to  automo- 
biles, from  the  most  advanced 
!  military  and  commercial  aircraft 
r.  to  pocket  calculators,  electronic 
:  games  and  digital  watches. 

Allegheny  International's 
1  Thermco  Products  Corporation 
r  manufactures  diffusion  equip- 
ment, an  integral  part  of  the 
*  chip-making  process.  Our 
diffusion  furnaces  and  high- 

i  performance  deposition  and 
< oxidation  systems  help  place 

ii  electronic  components  on  a 
chips  surface,  components 
that  transform  silicon  wafers 
into  miniature  "computers,"  or 

>  microprocessor  chips. 

Thermco  is  a  leading  sup- 
i!  plierof  this  high-technology 


OPPOSITE: 

This  installation  at  General  Electric's 
Intersil  facility  in  the  Research  Trian- 
gle Park,  North  Carolina,  is  one 
example  of  how  Thermco  Products 
Corporation  is  answering  the  computer 
industry's  need  for  sophisticated 
microchip  processing  equipment. 


equipment.  In  fact,  over  75%  of 
the  diffusion  furnaces  used 
throughout  the  Free  World  are 
Thermco  furnaces. 

Allegheny  International 
companies  are  deeply  involved 
in  the  electronics  industry.  Mag- 
netics &  Electronics  is  a  major 
supplier  of  lead  frames,  focusing 
solenoids,  and  testing  equip- 
ment for  electronic  sys- 
tems; HTL  designs  and 
manufactures  many 
electronic  components 
for  aerospace  and 
the  space  shuttle;  our 
Kennedy  Company 
manufactures  vital  disk 
and  tape  recorders 
for  computers. 

At  Allegheny  International, 
our  special  skills  are  meeting  the 


A  microprocessor 
chip  is  shown  here 
in  three  stages  of 
development.  Processed  in  a  Thermco 
oxidation  system,  pure  silicon  is  first 
given  the  desired  electrical  characteris- 
tics. Next,  a  substance  known  as  pho- 
toresist is  placed  on  the  silicon  surface, 
exposed  to  a  light  source,  developed, 
and  etched  to  form  the  pattern  of  the 
first  of  many  electronic  circuits. 
Thermco  diffusion  and  deposition  sys- 
tems are  then  used  to  introduce  exotic 
chemicals  to  the  chip's  surface.  Alter- 
nating between  the  photoresist  stage 
and  the  diffusion  and  deposition  stages 
creates  the  intricate  electronic  patterns 
that  transform  mere  silicon  into  tiny 
"electronic  brains." 


Allegheny  International  is 
a  leading  supplier  of  lead 
frames  that  allow 
microprocessor 
chips  to  transfer 
electronic  infor- 
mation from 
one  source 
to  another. 


special  needs  of  the 
world's  fastest  growing 
markets.  We  are  a  major 
force  in  work-saving  consumer 
products,  aerospace  and 
defense,  safety  and  protection, 
and  electronics. 

Our  structure  and  strategy 
have  positioned  us  to  take  full 
advantage  of  these  markets- 
and  as  they  grow,  so  will  we. 
For  at  Allegheny  International, 
we  have  special  skills  for  special 
needs. 

For  more  information,  write 
to  us  at  Box  456  H,  Two  Oliver 
Plaza,  Pittsburgh, 
PA  15230. 


Fact  and  Comment  II 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


A  GOOD  BUY 

Bonds.  Administration's  accepting  a  $50  billion,  three-year  tax 

Especially  ten-year  Treasurys.  hike  that  would  close  "loopholes,"  coupled  with  meaning- 

Interest  rates  will  be  coming  down.  Election-year  prcs-  less  cuts  in  the  budget.  In  return  for  this  tribute,  Fed 
sures  guarantee  that.  An  increasingly  likely  scenario:  The    Chairman  Volcker  would  relent  and  let  interest  rates  ease. 

THE  BEST  POLITICIAN  IN  THE  U.S.  TODAY 

is  not  President  Reagan  or  Gary  Hart  but  Paul  Volcker.       sion  that  produced  high  unemployment  and  record  budget 
Volcker  gets  the  credit  as  the  man  who  courageously    deficits — is  blamed  on  the  White  House  and/or  a  spend- 
killed  inflation.  The  price  for  doing  that — a  severe  reces-    thrift  Congress. 

WILL  HART  GET  BUSHED? 


Four  years  ago  presidential  aspirant  George  Bush  won  a 
stunning  upset  against  front-runner  Ronald  Reagan  in  the 
Iowa  caucuses.  Bush  immediately  leapt  ahead  of  Reagan  in 
the  polls.  In  his  supporters'  eyes  he  provided  a  vibrant, 
young  contrast  to  the  older  Reagan.  He  was  armed  with  a 
formidable  resume  of  past  experience  in  politics  and  gov- 
ernment. Yet  Bush's  candidacy  fizzled,  and  Reagan  easily 
won  the  nomination.  What  happened? 

Bush  wasn't  ready  to  be  front-runner. 

Prior  to  the  Iowa  caucuses,  the  relatively  unknown 
candidate  wisely  stressed  his  resume  to  establish  his 
credibility  for  the  highest  office  in  the  land.  Iowa  accom- 
plished that.  Yet  Bush  continued  reciting  his  resume  and 
failed  to  develop  issues  and  themes  that  would  generate 
firm  support.  For  instance,  he  was  described,  rightly  so, 
as  an  expert  on  foreign  policy.  But  he  offered  only  empty 
cliches  and  instead  talked  of  "the  big  mo" — his  momen- 


tum for  winning  upcoming  primaries. 

Reagan,  by  contrast,  hit  the  campaign  trail  hard,  stress- 
ing his  favorite  issues,  especially  tax  cuts.  As  a  result, 
Reagan  trounced  the  favored  Bush  in  the  New  Hampshire 
primary.  Bush  never  recovered. 

Like  Bush  in  1980,  Gary  Hart's  upset  victory  in  New 
Hampshire  and  other  New  England  states  has  made  him  a 
credible  candidate.  He  won  by  emphasizing  that  he  was 
younger  than  Mondale  and  was  free  from  Mondale's  spe- 
cial-interest obligations,  especially  to  organized  labor. 

But  that  won't  be  enough  anymore.  Hart  must  now 
develop  substantive,  forward-looking  themes  and  issues.  If 
he  responds  the  way  George  Bush  did  four  years  ago  and 
tries  to  play  it  safe  by  sticking  with  his  traditional  stump 
speech,  he  will  falter. 

Assuming,  of  course,  Mondale  can  stop  acting  like  a 
chip-on-the-shouldcr  sourpuss. 


TEDDY'S  LAST  HURRAH? 


If  the  Hart-Mondale  contest  becomes  a  bitter  stalemate, 
Democrats  will  want  to  draft  Teddy. 

Such  a  move  would  suit  all  factions  of  the  party. 

Teddy  at  the  head  of  the  ticket  would  postpone  the 
battle  between  the  Old  Guard,  like  O'Neill  and  Mondale, 
and  the  younger,  so-called  neoliberals  who  are  flocking  to 
Senator  Hart. 

The  AFL-CIO,  the  National  Education  Association  and 
other  organized  Democratic  groups  endorsed  Mondale, 
and  they  couldn't  deliver.  Teddy  would  be  a  face-saving 


way  to  avoid  a  humiliating  loss  to  Gary  Hart. 

The  party's  up-and-comers,  such  as  Senator  Bradley  and 
Governor  Cuomo,  know  that  their  main  chance  is  coming 
in  1988  and  after.  Since  the  Democrats  are  not  going  to 
win  this  time,  there  is  no  harm  in  letting  Teddy  go  down  in 
glorious  flames. 

His  nomination  would  avoid  a  1968-like  convention 
debacle;  Kennedy  would  bring  together  most  of  the  frac- 
tious factions  of  the  party  for  their  doomed  foray  against 
President  Reagan. 
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Whatever 

happened 
to  Jane? 


Who  would've  thought  a  typewriter  could  improve 

Jane's  image?  Or  keep  her  calm  in  the  face  of  last 

minute  revisions?  Or  make  her  work  so  efficiently  she 

almost  never  had  to  stay  late? 
When  that  typewriter  is  the  Xerox  Memorywriter, 

it's  really  not  hard  to  understand. 
When  you  have  a  typewriter  that  lets  you  make 

revisions  without  having  to  retype  the  entire  letter- 
When  you  can  make  all  your  corrections  in  a 

display  so  that  no  mistake  ever  reaches  the  page— 
When  you  can  store  and  print  out  phrases, 

whole  letters,  even  multi-part  forms  at  the  touch  of 

a  button— 

When  you  can  remember  hundreds  of  letters  and 

documents  word  for  word— 

When  you  can  print  out  faster,  get  your  work  done 

•re  easilv  and  make  fewer  errors— 


When  you  can  turn  out  better  work  than  almost 
anybody  in  the  office— 
You  change,  you  change. 

(If  you'd  like  to  change  like  Jane,  call  1-800-833-2323, 
extension  74,  your  local  Xerox  office,  or  mail  in  the 
coupon  below.) 

Xerox  Corp.,  Box  24,  Rochester,  NY  14692. 

□  Please  have  a  sales  representative  contact  me. 

□  I'd  like  to  see  a  Memorywriter  demonstration. 

□  Please  send  me  more  information. 


Name_ 


.Title. 


Company. 
Address  


State. 


Zip. 


.City. 


Phone. 


demark  of  XEROX  CORPORATION. 


Visa,  MasterCard.  American  Express  cards  accepted. 


J 


Ybu  spend  enough  money 
correcting  mistakes. 

Why  not  spend  a  little 
^  preventing  them? 


An  innocent  typo  here,  an 
extra  zero  there,  a  lost  invoice 
on  your  most  important 
account,  and  oops! 

Sure  it  was  only  a  little 
mistake. 

A  little  mistake. 

Think  about  that  for  a 
second.  Then  think  about 
what  the  sum  total  of  all  those 
little  mistakes  can  be. 

Staggering. 

In  fact,  they  cost  Ameri- 
can industry  billions  of  dollars 
each  year. 

But  more  important  to 


you,  how  much  do  they  cost 
your  business?  Hundreds? 
Thousands? 

And  what  do  you 
plan 
to  do 
about  it? 
We  have  a 
solution:  music 
created  by  Muzak. 
Our  music  gets  to  the 
heart  of  the  problem  not  by 
covering  up  the  symptoms,  but 
by  treating  the  causes  of  mis- 
takes: stress,  boredom,  fatigue. 

That's  because  our  music 
is  a  unique  sound  environ- 
ment designed  to  make  peo- 
ple feel  more  at  ease,  ena- 
bling them  to  think  better 
and  work  better.  Without 
working  harder. 

Which  adds  up  to  substan- 
tial savings  for  an  amazingly 
small  investment. 

lake  the  case  of  one 
large  company  that  reduced 
mistakes  in  its  shipping  de- 
partment by  16%.  Or  the 
utility  company  that  reduced 
errors  in  its  data  processing 


department  by  37%. 

They  found  what  thou- 
sands of  other  smart  compa- 
nies have  found:  our  service 
is  a  valuable  business  tool  tha 
saves  money  by  helping  em- 
ployees reach  their  potential. 

Call  Muzak  at  1-800-323- 
1000,  or  write  to: 

Muzak 

P.O.  Box  5088 

Des  Plaines,  111.  60016 

We'll  show  you  exactly 
where  and  how  our  music  cai 
reduce  errors  in  your  com- 
pany, whether  you  have  10  or 
10,000  employees. 

Make  no  mistake  about  iti 


MUZAK 


Sound  Business  Solutions 


Q8P 


^     Supplier  of 
F^F"  Programmed  Music  Service 
'  _=   to  the  1984  Olympic  Games 


GHOMP 


WESTINGH0USE  BROADCASTING  AND  CABLE.  INC 


c  1984  Muzak 

MUZAK  is  a  registered  trademark  and  service  mark  of  Muzak,  a  unit  of  Git 


What's  Ahead  for  Business 


Edited  by  Howard  Banks 


WHY  BANKRUPTCY  RATES  WILL  STAY  HIGHER 

The  incentive  The  Recession  is  over,  yes,  but  bankruptcy  rates  will  stay  high. 

tO  gO  broke  Filings  by  individuals  seeking  the  protection  of  the  courts  from  their 

iS  intact  creditors  more  than  doubled  between  1979  and  1981  and  have  since 

stabilized  at  that  high  level.  Not  wholly  coincidentally,  1978  was  the 
first  time  in  80  years  that  federal  bankruptcy  law  was  changed.  It  is 
easier  to  file  now  and,  for  individuals  and  companies  alike,  much  less 
stigma  attaches  to  going  legally  broke. 

Unsurprisingly,  lenders  claim  the  law's  new  leniency  is  being  abused. 
Studies,  including  one  by  the  General  Accounting  Office,  suggest  that 
up  to  40%  of  those  filing  to  have  their  slate  wiped  clean  could,  in  time, 
have  paid  off  up  to  half,  maybe  more,  of  their  debts.  Instead  now  they 
get  to  start  over  and  keep  the  house,  furniture,  car,  TV  set. 
The  more  liberal  view  of  bankruptcy  can  also  be  found  in  the  board- 
room. Filings  by  companies  of  all  sizes  also  almost  doubled  between 
1981  and  last  year,  and  not  all  business  bankruptcies  were  recession 
related.  Dun  &  Bradstreet  economist  Joseph  W.  Duncan  puts  some  of 
the  blame  on  the  changed  social  view  of  bankruptcy.  Bankruptcy  could 
become  an  acceptable  corporate  tactic,  a  la  Manville. 


Why  the  law  Talk  of  bankruptcy  calls  up  images  of  landlords  in  top  hats  chucking 

reallV  nCCdS  young  widows  with  infants  into  the  snow.  But  America,  when  still 

*\ttWk     '  h  young,  rejected  Roman-style  law,  where  lenders  could  take  a  slice  of 

llgniening  flesh  in  retribution,  and  also  the  old  English  debtors'  prison. 

Many  believe  that  present  law  has  gone  too  far  toward  leniency,  but 
efforts  to  redress  the  balance  will  get  nowhere  until  another  issue  is 
settled — the  status  of  the  241  federal  bankruptcy  judges.  Unlike  other 
federal  judges,  bankruptcy  judges  are  appointed  for  14  years. 

Bankruptcy  law  is  complicated,  and  most  observers  agree  that  its 
administration  will  be  best  served  by  long-term  judges  not  concerned 
for  their  jobs.  Ah,  but  some  judges  on  other  federal  benches  think  that 
might  diminish  their  own  prestige. 


Tighter  law 

equals 
more  credit 


There  are  more  important  aspects.  Lenders  have  reacted  to  liberal- 
ized bankruptcy  laws  by  cutting  off  the  most  risky  borrowers,  chiefly 
people  who  are  not  homeowners.  Around  30  million  to  35  million  who 
used  to  be  able  to  get  credit  easily  now  cannot.  They  are  often  those 
most  in  need  of  credit,  those  just  setting  up  homes. 

If  the  law  is  tightened  the  way  consumer  finance  people  hope,  they  will 
lend  more  to  these  marginal  risks.  "We  would  lend  at  least  $100 
million  more  this  year,"  says  Finn  Caspersen,  chairman  and  CEO  of 
Beneficial  Corp.,  the  largest  finance  corporation,  which  has  3%  of  the 
market.  Caspersen  says  the  abuses  add  half  a  percentage  point  to 
consumer  interest  rates,  plus  up  to  another  half  point  from  the  busi- 
ness the  industry  loses  because  it  will  not  make  risky  loans. 

Those  representing  "consumer  interests"  argue  for  continued  leniency 
in  bankruptcy.  But  what's  at  risk  from  not  amending  the  law  is  damage 
to  a  system  of  easy  credit  that's  envied  round  the  world. 
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What  slowdown?  The  Forbes  Index  is,  once  again,  picking 
up  speed.  The  1.3%  gain  in  the  latest  reporting  period  also 
marks  another  record  high.  Manufacturers'  new  orders 
rose  2.7%  from  December  1983  to  January.  New  orders  are 
now  running  nearly  25%  above  where  they  were  the  same 
time  one  year  ago.  Meanwhile,  inventories  are  off  0.1% 
from  December  to  January  and  are  1.6%  lower  than  they 


were  in  January  1983.  The  rate  of  inventory  liquidation  is 
clearly  slowing  down,  and  some  building  of  stocks  is 
likely  if  the  economy  continues  to  grow. 

The  overall  Consumer  Price  Index  advanced  nearly 
0.6%  in  January.  On  an  annual  basis  this  works  out  to  an 
increase  of  6.7%,  which  would  be  considerably  larger  than 
the  3.8%  rise  in  the  CPI  in  1983. 


The  Forbes  Index  Components 


The  FORBES  Index  is  a  measure  of  U.S.  economic  activity 
composed  of  eight  equally  weighted  elements:  Total  in- 
dustrial production,  new  claims  for  unemployment  com- 
pensation, the  cost  of  services  relative  to  all  consumer 
prices,  the  level  of  new  orders  for  durable  goods  com- 
pared with  manufacturers'  inventories,  total  retail  sales, 
new  housing  starts,  personal  income,  total  consumer 
installment  credit 

To  measure  these  eight  elements,  FORBES  monitors  ten 
series  of  U.S.  government  data.  The  last  13  months'  data 
for  each  series  is  presented  at  right. 
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Consumer  price  indexes  ( 1967  =  100)                          New  housing  starts  (thousands) 
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Industrial  production  index  (1967  =  100) 
Seasonally  adjusted  (Federal  Reserve) 


Manufacturers'  new  orders  and  inventories 

(Sbillions)  seasonally  (Dept.  of  Commerce) 


Personal  income  (Sbillions)  wage  and  salary  dis- 
bursements, seasonally  adjusted  (Dept.  of  Commerce) 
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Unemployment  claims  (thousands) 
seasonally  adjusted  |Dept.  of  Labor) 
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total,  seasonally  adjusted  (Federal  Reserve) 
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mi  Herein  lies  the  power 
to  cruise  at  26  knots  yet 
make  time  stand  still. 


Achievement 
has  its  own  rewards. 


The  power  of  leisure  personified  by 
the  Coram  Admiral's  Cup  Watch.  A 
watch  of  precision,  convenience  and, 
obviously,  distinctive  design. 

The  movement  is  electronic  quartz: 
accurate,  never  needs  winding.  The  case 
is  hand-milled  stainless  steel,  bezeled 
in  18  karat  gold.  Naturally,  it  is  water- 
resistant. 

Raised  enameled  flags  (inlaid  in 
gold)  nautically  signal  the  hour;  the  date 
is  magnified  on  the  sapphire  crystal; 
seconds  are  marked  by  a  sweep-second 
hand. 

The  bracelet  is  constructed  to  move 
with  the  flexibility  of  the  wrist. 

The  Coram  Admiral's  Cup  is  crafted 
completely  by  hand  at  the  Coram 
Watchworks  in  La  Chaux-de-Fonds, 
Switzerland. 

For  brochure  send  $2.00  to  Corum, 
Dept.  FB,  650  Fifth  Ave.,  NY  10019. 
Also  available  in  Canada. 


CORUM 

An  Investment  in  Time 


3M  Present  sThe 
Orchestrated  Office 


The  age  of  the  all-electronic 
office  isn't  upon  us  yet,  and  talk  of 
the  completely  integrated  office 
is  just  that:  talk.  Still,  the  skepticism 
inspired  by  the  hype  and  counter- 
claims of  competing  vendors 
shouldn't  be  allowed  to  obscure  one 
basic  truth:  It  really  is  easier  to  have 
an  efficient  office  when  you  can  rely 
on  the  smallest  possible  number  of 
manufacturers  to  provide  and  service 
the  bulk  of  your  office  equipment. 

At  3M,  we  don't  make  every 


kind  of  office  and  data-processing 
equipment.  (Neither  does  anyone 
else.)  But  we  do  market  a  wide  vari- 
ety of  machines  and  supplies  for 
copying,  communicating,  filing,  and 
distributing  information.  In  fact,  we 
offer  the  broadest  line  of  document- 
handling  equipment  in  the  industry 
today.  And  we  back  our  state-of-the- 
art  equipment  with  a  3M  service 
division  that  maintains  our  products 
and  those  of  other  manufacturers 
in  55  countries. 


1.  Copiers 

High-tech  design  and  a  wide 
selection  of  models  character- 
ize 3M's  1984  copier  line. 
You'll  find  features  like  auto- 
matic stack  loading  of  docu- 
ments, zoom-lens  enlargement 
and  reduction,  sorting,  and 
highly  reliable  microprocessor 
logic-controlled  systems  on 
the  newest  and  most  advanced 
3M  copiers. 

2.  File  Management 

By  combining  high-resolution 
microfilm  with  computer-aided 
indexing  and  retrieval,  3M's 
file  management  systems 
make  it  easier  to  file  and 
locate  documents  guickly  and 
accurately.  3M  manufactures 
a  full  line  of  microfilm  cameras, 
camera-processors,  readers, 
reader-printers,  duplicators, 
and  other  micrographic 
products  for  the  modern  office. 

3.  Telecommunications 

In  addition  to  being  one 
of  the  world's  most  important 
suppliers  of  digital  facsimile 
equipment,  3M  markets  the 
popular  Whisper  series  of  ter- 


minals for  TWX,  Telex,  remote 
data  access,  and  electronic 
mail.  Another  3M  product,  the 
Whisper  Switch,  transforms 
previously  incompatible  tele- 
printers, CRT  terminals,  word 
processors,  and  other  devices 
into  an  automated  message 
delivery  system. 

4.  Local-area  networks 

The  Interactive  Systems/3M 
Videodata™  network  is  now 
carrying  data,  closed-circuit 
TV,  and  other  information  in 
more  than  350  office  buildings, 
factories,  campuses,  and 
government  installations.  The 
new  LAN/1  intelligent  network 
combines  broadband  and 
token-passing  technologies  for 
high-speed  data  handling  in 
large  DP  terminal  installations. 

5.  Engineering  systems 

3M's  engineering  microfilm 
system  stores  large  [and 
frequently  unwieldy]  engi- 
neering drawings  as  individual 

800-328-5727  Ext.  75  (In  Minn.,  800-742-5685  Ext.  75) 
In  Canada,  800-268-9055,  Operator  13 

r~ Mail  to:  Information  Systems/3M 

Response  Center,  Dept.  #100103 
1111  Douglas  Drive  North,  Suite  103 
Minneapolis,  MN  55422 

Please  send  me  literature  about  The  Orchestrated  Office 

Name  '  I 


photographic  images  on 
compact,  easy-to-handle 
35mm  aperture  cards.  A 
special  processor  camera, 
card  duplicator,  and  plain- 
paper  enlarger-pnnter  simplify 
filing,  retrieval,  updating,  and 
timely  distribution  of  engi- 
neering drawings  in  an  orderly 
fashion  and  at  a  low  cost. 

6.  Service  and  support 

3M  service  technicians  operate 
from  more  than  350  locations 
in  the  U.S.  alone,  maintaining 
the  3M  equipment  and  pro- 
viding third-party  service  both 
domestically  and  overseas. 
Customers  who  require 
extended  coverage  can  phone 
for  help  24  hours  a  day 
365  days  a  year. 

Find  out  more  about  3M's 
orchestrated  approach  to 
selling  and  servicing  business 
products.  Call  the  toll-free 
number  below  or  mail  the 
coupon. 


Title 


Company 


Address 


City  •  State  ♦  Zip 


Telephone  ( 


3M  hears  you 


Information  Systems/3M 


3M 


Forbes 


In  adding  new  products  in  recent  years, 
stockbrokers  may  have  opened  themselves 
to  billions  of  dollars  in  lawsuits. 

Malpractice 
for  brokers? 


By  Richard  L.  Stern 


A MAJOR  BROKERAGE  FIRM  is  about 
to  be  hit  with  a  lawsuit  from  a 
1 60-plus-year-old  widow  who 
sold  her  safe  investments  to  buy  a 
Petro-Lewis  oil  and  gas  income  fund, 
which  has  since  reduced  its  payout  by 
50% .  The  broker  allegedly  assured  her 
the  fund  would  pay  steady  income  for 
years.  "Shouldn't  the  brokerage  firm 
have  known  how  highly  leveraged 
and  interest-sensitive  those  funds 
were?"  asks  the  woman's  attorney, 
who  is  hardly  a  disinterested  observ- 
er. But  the  lawyer  is  raising  a  question 
that  will  be  raised  increasingly  in 
court  in  coming  months. 

Excessive  litigation  is  one  of  the 
curses  of  contemporary  America,  add- 
ing immeasurably  to  inflation  and 
helping  send  medical  costs  through 
the  roof.  Now  the  lawyers  (Forbes, 
Jan.  16)  are  moving  in  on  stockbro- 
kers. The  brokers  begin  to  face  the 
investment  equivalent  of  the  medical 
profession's  malpractice  suits,  which 
cost  the  public  billions  of  dollars  a 
year  through  higher  doctors'  fees. 

Merrill  Lynch  recently  set  aside  $88 
million  as  a  proposed  settlement  for 
clients  who  bought  about  $800  mil- 
lion in  Baldwin-United  single-premi- 
um deferred  annuities.  Even  though 
the  effect  is  somewhat  blunted  by  tax 
offsets,  this  still  amounted  to  about 
$1  a  share  and  helped  give  Merrill  a 
$100  million  pretax  loss  for  the  last 
quarter  of  1983,  its  first  such  loss 
since  it  became  a  public  company. 


Two  other  brokers — E.F.  Hutton 
and  Prudential-Bache — quickly  but 
grudgingly  followed  Merrill's  lead  in 
offering  to  settle.  Some  brokers  were 
privately  stating  they  thought  Mer- 
rill, in  settling,  had  led  them  all  into 
making  a  terrible  mistake.  The  prece- 
dent would  open  the  floodgates  to  nu- 
merous suits  on  other  brokerage 
house  products. 

Already  there  is  a  growing,  general- 
ly unpublicized  number  of  suits 
against  brokerage  firms  involving  oil 
and  gas  tax  shelters.  Such  shelters 
have  produced  enormous  revenues  for 
brokers  in  recent  years  because  they 
generate  commissions  at  6%  to  8%, 
substantially  higher  than  the  1.5%  or 
less  from  ordinary  stock  and  bond 
trades.  These  high  commissions  may 
have  caused  some  brokers  to  pay  less 
attention  than  they  should  have  to 
the  quality  of  what  they  were  selling, 
and  to  its  suitability  for  naive  inves- 
tors. One  suit  charges  E.F.  Hutton 
with  misrepresenting  and  omitting 
information  about  a  1981  Viking  En- 
ergy Management  Co.  deal. 

Other  tax  shelters  are  beginning  to 
backfire  on  the  brokers.  There  is  the 
suit  against  Oppenheimer  &  Co.  in- 
volving the  research  and  development 
tax  shelter  for  John  De  Lorean's  ill- 
fated  car.  It  charges  lack  of  full  disclo- 
sure about  De  Lorean's  character  and 
how  research  and  development  would 
be  carried  out.  Then  there  is  also  po- 
tential for  more  litigation  in  horse 
breeding,  cattle  breeding,  windmills 
and  motion  pictures.  "Wall  Street 


knows  those  movie  deals  are  awful," 
says  one  tax  shelter  lawyer.  "But  they 
sell  them  because  the  public  likes  to 
be  in  the  movie  business." 

Baldwin-United,  especially,  illus- 
trates the  problems  Wall  Street  is  get- 
ting into  as  it  expands  its  services 
beyond  conventional  stock  brokerage. 
Merrill  was  the  investment  banker 
that  arranged  the  sale  to  Baldwin  of 
MGIC  Investment  Corp.,  an  acquisi- 
tion that  some  believe  broke  Bald- 
win's back.  Merrill  sold  Baldwin  an- 
nuities to  customers,  and  a  Merrill 
analyst  was  one  of  the  most  bullish 
advocates  of  Baldwin  stock. 

"We  made  all  the  proper  due  dili- 
gence moves  [on  Baldwin].  We  hired 
some  of  the  best  actuaries,"  claims 
the  head  of  one  major  brokerage 
house.  But  shouldn't  brokers  have 
known  what  Forbes  knew  when  this 
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magazine  reported  disturbing  ques- 
tions about  Baldwin  on  Dec.  20,  1982, 
while  salesmen  were  still  pushing  the 
annuities?  Some  people  worry  that 
the  courts  are  leaning  to  the  position 
that  it's  not  enough  if  you  didn't 
know  a  product  had  the  potential  of 
going  sour;  you  have  to  prove  you 
couldn't  have  known  it  (Forbes,  Sept. 
12,  198?,). 

The  question  of  potential  knowl- 
edge could  prove  a  really  sticky  prob- 
lem for  brokers  being  sued  over  Wash- 
ington Public  Power  Supply  System 
(WPPSS)  bonds.  Successful  litigation 
could  dwarf  the  approximately  $125 
million  in  Baldwin  writedowns  taken 
by  the  firms,  because  holders  of  Proj- 
ect 4  and  5  bonds  have  already  lost 
more  than  $2.25  billion  in  market  val- 
ue. The  suits  charge  inadequate  dis- 
closure and  that  brokers  were  pushing 


the  bonds  on  small  investors  even 
after  they  knew,  or  should  have 
known,  something  was  fishy.  As  a 
result  of  WPPSS  and  other  suits,  some 
insurance  companies  are  beginning  to 
offer  a  form  of  malpractice  insurance 
for  brokers. 

Then  there  are  commodities.  One 
lawyer,  an  expert  in  commodities  liti- 
gation, contends  the  brokers  rushed 
into  commodities  much  faster  than 
they  instituted  the  proper  controls. 
Concedes  a  top  brokerage  firm  execu- 
tive: "Brokers  are  still  selling  com- 
modity options  to  unsuitable  custom- 
ers like  little  old  ladies.  The  brokerage 
firms  settle  quietly."  In  a  related  field, 
the  Securities  Industry  Association 
recently  told  the  House  Telecommu- 
nications, Consumer  Protection  &  Fi- 
nance subcommittee  that  it  doesn't 
have  the  means  of  controlling  and 


evaluating  the  dozens  of  futures  in- 
dexes that  are  appearing. 

A  sticky  question  arises  here:  As 
the  brokerage  business  expanded  into 
other  areas  of  financial  services  and 
began  to  deal  with  somewhat  differ- 
ent groups  of  customers,  did  it  always 
observe  the  spirit  of  due  diligence  and 
investor  suitability?  Apparently  it  did 
not.  More  WPPSS,  more  Baldwin-Un- 
iteds,  more  ruined  tax  shelters  prob- 
ably lie  ahead. 

A  rising  tide  floats  all  ships.  And 
rising  markets  please  virtually  all  cus- 
tomers. But  the  markets  aren't  rising 
these  days,  and  a  lot  of  things  are 
going  sour.  Wall  Street  could  face  bil- 
lions of  dollars  in  legal  liabilities  that 
could  hold  earnings  down  for  many 
years.  Brokerage  stocks  arc  down  50% 
in  the  past  eight  months  but  could 
face  further  shocks.  ■ 
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Will  paying  the  sharpest  government  cash 
managers  $10,000  bonuses  help  save  tax- 
payers' money?  Peter  Grace  and  Donald 
Regan  seem  to  think  so. 


Performance 
game 


By  Kevin  McManus 


Each  year  the  government  spe>ids  or  col- 
lects $1.7  trillion — almost  $971  million 
every  working  hour,  $16.2  million  every 
minute.  With  this  magnitude  of  cash  flow, 
the  manner  in  which  the  government 
handles  its  transactions  can  have  a  major 
financial  effect  on  taxpayers. 

T|  his  observation  begins  a  discus- 
sion of  federal  cash  manage- 
ment by  President  Reagan's 
commission  on  government  waste, 
headed  by  Peter  Grace.  Some  federal 
officeholders  have  knocked  the  Grace 
commission's  report,  issued  in  Janu- 
ary. They  say  it  overstates  the  money 
that  might  be  saved  through  its  2,500 
recommendations. 

But  many  bureaucrats  do  not  fault 
the  report.  At  the  Treasury  Depart- 
ment, in  fact,  they're  grateful  to 
Grace's  team  for  lending  support  to 
what  Treasury  insiders  have  been  say- 
ing for  years:  Government  cash  man- 
agement practices  are  out- 
dated, and  money  to  improve 
them  would  be  well  spent. 

Under  Secretary  Donald 
Regan,  the  department  has 
not  been  waiting  for  the 
Grace  commission  to  tell  it 
how  to  save.  Indeed,  in  the 
two  years  since  the  commis- 
sion started  work,  the  Trea- 
sury has  so  improved  its  cash 
management  that  the  report 
is  now  obsolescent. 

Take  a  commission  sug- 
gestion to  award  perfor- 
mance bonuses.  The  Grace 
commission  found  that  fed- 
eral cash  managers  had  no 
strong  incentive  to  speed  the 
government's  money  intake 
or  to  regulate  its  outflow. 
(The  Treasury  issues  some 


640  million  checks  a  year.)  Coming 
and  going,  the  cash  was  costing  a  lot 
in  interest. 

The  report  advanced  a  solution:  a 
system  of  bonuses  for  the  most  effi- 
cient cash  managers.  Assistant  Secre- 
tary Carole  Dineen  thought  it  would 
work.  She  had  begun  planning  a  bonus 
system  months  ago.  "The  problem 
will  be  finding  the  money,"  Dineen 
says.  "We're  talking  about  10  awards 
a  year  that  would  range  up  to  $10,000 
apiece.  It's  not  easy  to  find  a  loose 
$100,000,  but  I'm  sure  we'll  do  it." 
The  first  awards  are  to  be  given  this 
year.  Dineen  notes  that,  while  bonus 
incentives  are  not  new  in  the  federal 
government,  this  is  the  first  time  they 
will  be  offered  specifically  to  cash 
managers. 

The  Treasury,  overseeing  the  entire 
drive  to  improve  cash  management, 
will  create  a  panel  to  make  the 
awards.  Members  will  be  senior  staff- 
ers from  the  Treasury,  the  Office  of 


Management  &.  Budget,  and  a  few  oth- 
er agencies. 

Dineen,  herself  a  cash  management 
whiz  from  Bankers  Trust  Co.,  says  the 
Treasury  has  greatly  improved  its 
own  operations  even  without  bo- 
nuses. The  Treasury  and  104  other 
agencies  have  taken  about  300  specif- 
ic steps  to  improve  cash  management 
in  the  past  few  years,  saving  more 
than  $600  million,  she  says,  in  fiscal 
1983.  Neither  supercomputers  nor  ac- 
counting gimmickry  were  involved, 
she  says.  Rather,  some  fundamental 
private-sector  procedures  were  adopt- 
ed: the  use  of  lock  boxes,  for  example, 
employed  for  years  by  corporations  to 
speed  the  processing  and  deposit  of 
checks  collected  from  geographically 
dispersed  operations. 

Another  improvement  involves 
concentration  banking.  One  good  ex- 
ample of  an  agency  using  this  system 
is  the  Farmers  Home  Administration. 
Previously  some  $8  billion  in  FHA 
loan  repayments  flowed  from  some 
2,200  county  offices  to  a  processing 
center  in  St.  Louis,  which  would  de- 
posit them  in  the  St.  Louis  Federal 
Reserve.  "Between  the  mail  float  and 
the  processing  float,  you  had  about 
eight  days  in  there,"  Dineen  says. 
With  the  help  of  the  Treasury,  the 
FHA  created  a  system  in  which  coun- 
ty offices  deposit  payments  at  local 
banks.  From  there  they  move  elec- 
tronically to  one  concentrator  bank 
on  a  prearranged  schedule.  The  mon- 
ey usually  begins  earning  interest 
three  days  after  the  initial  deposit  at 
the  county  level,  instead  of  eight. 

Why  did  the  government  wait  so 
long  to  adopt  such  proven  procedures? 
The  usual  reason:  lack  of  interest,  or 
bureaucratic  inertia.  Coming  from 
Merrill  Lynch,  a  cash-conscious  com- 
pany if  ever  there  was  one, 
Don  Regan  was  the  ideal 
man  to  start  making  reforms 
in  government.  Regan's  team 
is  having  a  field  day.  "For 
every  dollar  we  spend  on  new 
systems  development,  we  get 
a  $20  return  in  annual  sav- 
ings," Dineen  estimates. 
"Where  in  the  private  sector 
can  you  accomplish  some- 
thing like  that?" 

True,  the  $4  billion  sav- 
ings expected  to  result  from 
these  reforms  over  the  next 
four  years  will  hardly  make  a 
dent  in  the  federal  deficit, 
currently  at  $200  billion. 
But  at  least  Regan  and  his 
crew  are  doing  more  than 
jawboning  about  economy  in 
government.  ■ 
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How  three  recent  B-school  graduates  plan 
to  push  $50  million  of  investors'  cash  into 
heavenly  orbit.  But  what  goes  up  doesnt 
always  come  down  to  the  bottom  line. 


Pies  in  the  sky 


By  Toni  Mack 


T|  he  eight-minute  Shearson/ 
American  Express  videotape 
begins  with  President  Kennedy's 
promise  to  put  a  man  on  the  moon 
and  ends  with  President  Reagan's  in- 
vocation of  America's  pioneer  spirit 
and  frontiers  in  space.  In  between, 
such  luminaries  as  former  astronaut 
Eugene  Cernan,  Martin  Marietta  Vice 
President  Peter  Teets  and  General 
James  Abrahamson,  the  NASA  space 
shuttle  director,  offer  testimonials. 
There  is  also  a  fresh-faced  young  man 
named  David  Thompson  speaking  de- 
terminedly of  "space-proven,  off-the- 
shelf  hardware"  and  "low  total  cost  to 
orbit." 

All  this  is  to  inspire  investors  to  put 
$50  million  into  the  hands  of  Thomp- 
son and  his  two  Harvard  Business 
School  associates,  Scott  Webster  and 
Bruce  Ferguson,  via  a  limited  partner- 
ship sold  privately  by  Shearson  and 
Rothschild  Inc.  Thompson  and 
friends  want  to  get  rich  by  developing 
a  rocket  called  the  Transfer  Orbit 
Stage,  or  TOS,  to  sling  satellites  from 
the  space  shuttle's  160-mile-high  or- 
bit into  geosynchronous  orbit  at 
22,300  miles.  Shearson  figures  a 
$50,000  investment  by  a  50% -bracket 
taxpayer  will  yield  $20,000  to  $30,000 
in  tax  benefits  and  $229,000  in  cash,  if 
all  goes  well. 

But  will  all  go  well?  That  remains 
to  be  seen.  The  Harvard  Business 
School  boys  have  hired  some  outside 
talent,  but  they  run  the  show.  None 
had  ever  run  a  company  before  found- 
ing the  Vienna,  Va. -based  Orbital  Sci- 
ences Corp.  two  years  ago,  a  year  out 
of  school.  None  is  older  than  3 1 .  Their 
finance  director  is  27. 

Youth  and  inexperience  do  not  dis- 
qualify one  as  an  entrepreneur,  but 


this  venture  would  be  risky  even  for 
experienced  managers.  Martin  Mar- 
ietta has  agreed  to  adapt  components 
from  its  Titan  rocket  and  others  for 
$35.5  million.  That  company's  Teets 
speaks  glowingly  on  film  of  Titan's 
"track  record  of  100%  mission  suc- 
cess." Ask  Teets  why  his  company 


and  General  Dynamics  one  for  its  At- 
las-Centaur. And  the  lot  of  them  may 
suffer  from  a  combination  of  rising 
insurance  costs — triggered  by  failures, 
which  are  common — and  the  develop- 
ment of  earthbound  fiber  optics  tech- 
nology, which  may  reduce  the  need 
for  satellite  communications. 

Many  of  these  problems  are  de- 
scribed in  Shearson's  offering  memo- 
randum, but  investors  will  have  to 
struggle  through  the  half -inch- thick 
document  to  find  them.  More  likely, 
the  investor  will  depend  on  the  video- 
tape in  which  Cernan  says  that  "TOS 
will  become  the  standard  satellite  car- 
rier." The  investor  sees  shuttle  chief 
Abrahamson  vow  that  NASA  is  "de- 
lighted to  enter  into  a  partnership 
agreement"  with  Orbital  Sciences, 
without  hearing  that  NASA  hasn't  ac- 
tually agreed  to  buy  a  TOS. 

If  the  entrepreneurial  trio's  scheme 
works,  it  will  be  a  great  coup  and  all 
will  be  rich.  If  not,  the  promoters  have 
little  to  lose.  Their  entree  into  the 
business  of  space  was  their  collective 
NASA-funded  study  on  space  com- 
mercialization while  at  Harvard.  So 
far  Thompson  and  his  friends  have 
put  up  a  mere  $600  in  cash  apiece, 


won't  fund  the  TOS  itself,  though, 
and  he  says  dryly,  "It's  not  the  kind  of 
venture  capital  project  Martin  Mariet- 
ta would  typically  finance." 

True,  adapting  proven  components 
is  technologically  easier  than  building 
from  scratch,  but  to  launch  a  space- 
perfected  rocket  by  1986  and  for  $16 
million,  as  planned,  is  no  sure  thing.  If 
the  project  goes  over  budget,  Orbital 
Sciences,  which  as  of  last  September 
had  an  accumulated  $  1 .3  million  defi- 
cit, may  have  to  find  as  much  as  $6.6 
million  more  in  funding. 

There  is  already  competition  from 
the  European  Ariane  ground-based 
rocket,  and  Hughes  Aircraft  has  de- 
signed propulsion  into  some  of  its  sat- 
ellites. RCA  and  Ford  are  working  on 
propulsion  for  their  satellites.  Mc- 
Donnell Douglas  is  pondering  a  com- 
mercial version  of  its  Delta  rocket, 


plus  some  unspecified  portion  of  a 
$505,000  demand  note  unlikely  to  be 
paid  until  ten  years  hence.  (Orbital 
Sciences  and  Shearson  declined  to  be 
interviewed,  citing  legal  conflicts.) 
They  had  reportedly  wanted  to  raise 
all  their  funds  from  venture  capital- 
ists and  investment  bankers.  But  they 
got  only  $2  million,  over  a  quarter  of 
it  from  Rothschild.  So  they  turned  to 
private  investors. 

Rothschild  is  already  due  $250,000 
for  arranging  a  loan  for  the  partner- 
ship and  will  likely  get  the  rest  of  its 
money  back  from  the  $4.5  million  in 
commissions  and  fees  that  it  and 
Shearson  will  take  for  managing  the 
placement.  This  kind  of  deal  isn't  at 
all  unusual.  The  seller  gets  his  return 
up  front,  and  the  investor  sweats 
through  all  the  risk.  If  only  investors 
would  bother  to  read  the  fine  print.  ■ 
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Japans  Canon  has  an  aggressive  strategy 
forgetting  a  major  piece  of  the  office  auto- 
mation market,  a  strategy  drawn  from 
Japanese  history. 


"And  then 
we  will  attack" 


close  competition  with  Kodak's  idiot- 
proof  disk  camera. 

Prospects  for  1984  are  even 
brighter.  With  help  from  a  $15  million 
advertising  blitz  during  the  summer 
Olympics,  Canon's  U.S.  subsidiary 
figures  it  can  boost  sales  in  this  coun- 
try at  least  15%,  to  more  than  $1 
billion.  Run  by  Fujio  Mitarai,  a  neph- 


By  Michael  Cieply 


Canon  Inc.  President  Ryuza- 
buro  Kaku  has  no  trouble  find- 
ing a  parallel  for  the  increas- 
ingly cutthroat  competition  among 
Japan's  electronic  equipment  compa- 
nies. "In  the  14th  century  the  small 
feudal  lords  were  fighting  each  oth- 
er," muses  Kaku,  57,  his  face 
as  sharply  creased  as  an  old 
warrior's.  "You  know,  they 
were  competing  to  dominate 
Japan." 

How  will  it  all  end?  Kaku 
smiles.  "We  can  take  a  les- 
son from  the  lords  who 
learned  to  cooperate." 

Don't  mistake  Kaku's  di- 
plomacy for  weakness,  for 
Canon  is  one  of  the  stronger 
feudal  lords.  With  $2.8  bil- 
lion in  sales  last  year,  up 
55%  since  1980,  Canon  is 
riding  high. 

The  world's  largest  manu- 
facturer of  copying  units, 
Canon  dominates  the  low- 
end  market  for  small,  plain- 
paper  copiers,  and  has  been 
chipping  steadily  at  the  big- 
ger, 50-copies-per-minute 
machines  of  U.S.  competi- 
tors such  as  Eastman  Kodak 
and  Xerox.  Consolidated 
profits  hit  a  record  $130  mil- 
lion in  1983.  A  33%  rise  in 
copier  sales  helped.  No  less 
important,  both  electronic 
typewriter  and  facsimile  ma- 
chine sales  advanced  nicely, 
while  Canon's  mainstay 
camera  business  prospered 
on  the  success  of  its  Snappy, 
an  inexpensive,  semiconduc- 
tor-based snapshooter  that 
sold  a  solid  850,000  units  in 


Fujio  Mitarai,  president  of  Canon  USA. 
Came,  saw,  advertised — and  then  conquered. 


ew  of  founder  Takeshi  Mitarai,  the 
U.S.  subsidiary  has  set  a  lively  pace 
for  the  rest  of  the  company.  With  all 
this  going  for  Canon,  it  is  little  won- 
der its  ADRs  trade  at  31  over-the- 
counter,  25  times  earnings,  while  ri- 
val Xerox  carries  a  multiple  of  9. 

So  why  is  Canon  thinking  about  the 
"little  warlords"  and  talking  so  much 
about  collaboration?  Simply  because 
it  wants  to  grow  even  faster  and,  in 
doing  so,  to  tap  the  resources  of  other 
companies. 

In  the  past  12  months  Canon  has 
quietly  agreed  to  let  Burroughs  and 
Hewlett-Packard  sell  the  Kanji  ver- 
sion (Japanese  characters)  of  its  AS- 
100  microcomputer  in  Japan.  Canon 
is  also  marketing  a  Matsushita-built 
VHS  videotape  recorder  under  its  own 
brand  name  and  has  begun  distribut- 
ing Apple  computers  in  Japan  under  a 
nonexclusive,  three-year  contract. 

All  this  is  part  of  Canon's  "premier 
company"  plan,  designed  to  further 
Canon's  transition  from  camera  mak- 
er to  diversified  giant.  Through  col- 
laboration deals,  Canon  hopes  to  in- 
crease its  considerable  technical  ex- 
pertise by  a  "factor  of  ten."  In  Kaku's 
words:  "If  we  are  working  at 
micron  tolerances,  we  must 
get  down  to  the  submicron 
level."  Kaku  would  then  use 
his  superb  optical  and  elec- 
tronics technology  as  a  bar- 
gaining chip.  His  aim:  to  woo 
allies  not  only  in  marketing 
but  basic  research,  product 
development,  production, 
you  name  it. 

Canon  has  learned  much 
since  the  1960s.  Then,  un- 
able to  crack  the  U.S.  market 
with  both  Canon's  sophisti- 
cated, single-lens  reflex  cam- 
eras and  others,  Takeshi  Mi- 
tarai, still  chairman  today  at 
83,  granted  Bell  &  Howell  ex- 
clusive rights  to  distribute 
Canon  cameras  in  the  U.S. 
The  American  company  frus- 
trated Mitarai  by  using  Can- 
on's expensive  35mm  equip- 
ment as  a  high-end  filler  to 
its  own  camera  line. 

In  1967  Mitarai  sent  his 
nephew,  Fujio,  to  the  U.S.  to 
size  up  the  American  market 
on  his  own.  When  Bell  & 
Howell's  contract  expired  in 
1973,  the  nephew  used  Can- 
on's large  and  well-spent  ad- 
vertising budgets  to  leapfrog 
a  half-dozen  competitors, 
among  them  Minolta  and  Ni- 
kon, making  Canon  the 
world's  top  35mm  company. 
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Canon  President  Ryuzaburo  Kaku 
Diplomatic,  not  weak. 


Since  then  much  water  has  passed 
over  the  dam.  Canon  is  bigger  and 
wiser.  It  feels  it  can  collaborate  with 
other  companies  on  its  own  terms, 
and,  in  doing  so,  share  burgeoning 
costs.  R&D  expenditures,  which  were 
only  2.5%  of  sales  in  1979,  are  now 
almost  double  that  and  are  expected 
to  exceed  10%  of  sales  in  coming 
years.  Advertising  spending  and  cap- 
ital investment  have  risen  according- 
ly as  Canon  reaches  beyond  cameras 
and  copiers  to  dabble  in  electronic 
wizardry  as  diverse  as  8mm  video 
equipment  and  personal  computers. 

It  is  not  cheap  to  develop  and  manu- 
facture semiconductors  in-house,  as 
Canon  does  at  its  central  research  fa- 
cility and  its  new  Hiratsuka  chipmak- 
ing  plant  near  Tokyo.  Nor  is  it  cheap 
to  play  with  "defensive"  technol- 
ogies, such  as  the  electronic  still-im- 
age camera  that  Kaku  is  holding  in 
reserve  in  case  Sony  should  unleash 
its  Mavica  in  competition  with  Can- 
on's bread-and-butter,  film-based 
cameras. 

Tellingly,  such  investments  have 
depressed  Canon's  return  on  stock- 
holders' equity  from  almost  20%  in 
the  mid-1970s  to  roughly  10%  in 
recent  years.  That's  a  fact  that  can 
hardly  be  lost  on  Kaku,  who  conduct- 
ed a  war  on  waste  as  Canon's  finance 
director  during  1975,  a  year  in  which 
the  company  earned  a  slim  $6  mil- 
lion. Well-considered  licensing  and 
original  equipment  manufacturing 
deals  could  help  spread  risk  and 
sweeten  the  return  from  underused 
resources. 

Longer  term,  moreover,  Kaku  needs 
to  have  powerful  friends  in  the  com- 


puter market  if  Canon  is  to  hold  its 
own  in  the  office  equipment  business, 
which  now  contributes  53%  of  com- 
pany revenues.  It  is  no  secret  that 
sales  growth  of  stand-alone  office 
equipment  such  as  copiers  and  per- 
haps even  electronic  typewriters  may 
be  threatened  in  the  late  1980s,  as 
computer-linked  digital  systems  take 
over  their  work.  Yet  Canon  micro- 
computers, introduced  in  November 
1982,  have  so  far  made  little  impres- 
sion on  U.S  buyers,  not  surprising 
when  you  consider  Japan's  repeated 
disappointments  in  the  U.S.  personal 
computer  market. 

The  obvious  message:  Canon's  fu- 
ture may  depend  less  on  pushing  its 
own  computer  sales  than  on  contrib- 
uting its  marketing  and  technological 
expertise  to  joint  deals  with  U.S.  com- 
puter and  telecommunications  giants 
that  seem  likely  to  dominate  the  of- 
fice revolution  (Forbes,  Mar.  12). 


By  Jill  Bettner 

What  sweet  irony.  The  mag- 
azine that  glorified  women 
so  young  that  they  never  met 
a  wrinkle  or  a  sag  in  their  centerfold 
lives  was  pushed  into  the  black  by 
delivering  the  charms  of  a  50-year- 
old.  True.  Playboy's  December  issue, 
featuring  unclothed  views  of  that  TV 
temptress  from  Dynasty.  Joan  Collins, 
was  so  hot  that  newsstand  sales 
jumped  a  million  copies.  The  enthusi- 
asm carried  over  into  the  January  is- 
sue. Result:  Playboy  Enterprises,  Inc. 
reported  a  December-quarter  profit  of 
$1.2  million,  or  12  cents  a  share,  the 
first  black  ink  in  two  years. 

Is  Playboy  finally  turning  a  corner 
after  years  of  sagging  sales  and  disap- 
pointing   diversification?  Christie 


It's  not  hard  to  imagine  the  sales 
potential  of  Canon's  new  $4,000  LBP- 
CX  laser  printer,  which  will  undersell 
competing  products  by  about  half,  or 
of  its  promised  "intelligent"  copier 
line  when  lumped  in  an  office  auto- 
mation package  fronted  by  an  IBM,  an 
AT&T  or  an  Apple.  For  instance,  Can- 
on insiders  talk  eagerly  about  match- 
ing the  CX,  which  offers  fast  graphics 
reproduction  capacity,  with  Apple's 
32-bit  Lisa  system. 

This  willingness  to  collaborate  sig- 
nals no  sense  of  inferiority.  Xerox, 
President  Kaku  recently  assured 
Forbes,  "is  too  much  concerned  with 
its  financial  business."  As  for  Japan's 
Sharp:  "They're  trying  to  look  like 
Canon,  but  their  machines  are  too 
complicated." 

The  Canon  president  sums  up,  with 
obvious  samurai  relish:  "We  will  look 
for  our  neighbor's  weak  spot,  and  then 
we  will  attack."  ■ 


Hefner,  31,  the  company  president 
and  daughter  of  founder  Hugh  Hefner 
(who  owns  67%  of  the  stock),  is  not 
forecasting.  She's  been  burned  before. 
Of  predictions,  she  says  sagely: 
"There's  no  upside  in  it.  And  if  you're 
wrong,  they  nail  you  to  the  wall." 
Predictions  or  no,  Playboy  seems  to 
have  turned  the  corner. 

The  heart  of  the  Chicago-based  op- 
eration is  still  Playboy  magazine. 
Hefner  figures  paid  circulation  has 
stabilized  at  4.1  million  after  the  de- 
cline from  the  1973  peak  of  6.5  mil- 
lion. But  4.1  million  ranks  Playboy 
14th  among  general  circulation  maga- 
zines, while  rival  Penthouse  is  17th 
with  a  circulation  of  3.5  million.  Play- 
boy's advertising  revenues  dropped 
20%  last  fiscal  year,  and  they  could  be 
off  again  this  year,  maybe  another  8% . 


Bless  you,  Joan  Collins.  When  you  went 
bare,  Playboy  went  black,  giving  Christie 
Hefner  her  first  profit  in  two  years. 

After 
the  centerfold 
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Christie  Hefner,  president  of  Playboy  Enterprises 

"When  you  back  into  a  lot  of  businesses,  the  odds  of  getting  winners  are  very  low." 


In  the  days  of  centerfold  madness, 
Playboy  ran  1,400  pages  of  ads  a  year.  It 
is  at  about  1,000  a  year  now. 

But  with  overhead  cut  and  money- 
losers  like  resorts  and  book  publish- 
ing gone,  analysts  think  the  company 
could  be  in  the  black  by  a  couple 
million  dollars  this  year — maybe  25 
cents  a  share — against  a  loss  of  $17.5 
million  on  $194  million  in  revenues 
in  the  fiscal  year  ended  June  30. 

Playboy's  video  operations  look 
promising.  The  cable-TV  channel 
with  its  sex-focused  programming  has 
650,000  subscribers  at  about  $8  a 
month  (which  cable  operators  share) 
and  adds  1,000  a  day,  Hefner  says.  Is 
the  business  profitable  yet?  No,  she 
says:  "I'm  not  allowing  the  incre- 
mental revenue  to  drop  to  the  bottom 
line.  We  need  to  reinvest  a  substantial 
portion  of  it  in  the  business."  A  ruboff 
is  the  success  of  Playboy  home  video- 
cassettes.  "It's  now  over  a  $1  million- 
prof  it-a-year  business,  and  we're  only 
doing,  at  this  point,  five  cassettes  a 
year,"  she  says.  The  first  sold  more 
than  50,000  copies  at  $59.95  each. 

Hefner  sees  more  such  opportuni- 
ties. "Adapting  a  magazine  [for  cable 
and  cassettes]  is  relatively  inexpen- 
sive, and,  frankly,  it's  something  I 
think  we  can  do  as  well  with  Games," 
another  company  magazine. 


What  about  the  Playboy  clubs?  The 
big-city  clubs  dwindled  to  13  from  22 
a  decade  ago.  While  650,000  key- 
holders  still  pay  $25  a  year,  and  the 
clubs  produce  10%  of  Playboy's  rev- 
enues, they  have  been  losing  more 
than  $2  million  a  year.  Hefner  has 
changed  directions  here.  Instead  of  in- 
vesting heavily  in  big-city  clubs,  she 
seeks  franchises  with  hotel  partners 
in  cities  like  Columbus,  Ohio,  where 
entertainment  is  scarce,  and  seeks  to 
play  down  the  bunny  image.  With 
franchises  the  clubs  can  multiply  fast 
without  consuming  much  capital. 
"The  cost  of  running  the  clubs  we 
have  is  greater  than  their  profit  contri- 
bution can  overcome.  If  we  had  30,  50 
or  100  clubs,  I  think  we'd  be  looking 
at  a  very  good  business,  and  that's  the 
direction  we're  going,"  Hefner  says. 

Playboy  has  $20  million  in  cash  and 
$58  million  coming  in  over  six  years 
from  the  forced  (by  the  licensing 
board)  sale  of  its  share  of  an  Atlantic 
City  hotel/casino.  The  money  will  be 
invested  slowly  and  carefully.  Says 
Hefner:  "We  like  the  idea  of  publica- 
tions that  have  a  consumer  franchise 
that  is  exploitable  in  the  way  Playboy 
and  Games  are.  But  we're  going  to  be 
much  smarter  than  we  were  before. 
We  were  a  seat-of-the-pants  company 
for  years  and  years.  Some  of  that 


worked  out  very  well.  But  when  you 
back  into  a  lot  of  businesses,  the  odds 
of  getting  winners  are  very  low." 

In  spite  of  her  youth,  Christie 
Hefner  seems  firmly  in  charge.  Father 
Hugh  spends  his  time  on  the  West 
Coast,  involved  in  major  decisions 
but  not  running  the  company  day-to- 
day. Two  key  managers  are  leaving, 
the  executive  vice  president  and  the 
chief  finance  officer,  putting  her  even 
more  tightly  in  command. 

She  faces  some  tough  challenges. 
The  Playboy  name  and  image  is  both  a 
major  asset  and  a  sometime  liability. 
It  attracted  business  to  the  London 
casinos  but  helped  lose  the  casino  li- 
censes. It  keeps  the  cable  shows  out  of 
many  markets,  for  Americans,  even 
in  this  permissive  era,  are  ambivalent 
about  sex  and  pornography.  Mean- 
while, the  college  boys  of  Animal 
House  are  grown  up  and  into  tax  shel- 
ters. There  is  only  one  Joan  Collins. 

But  Christie  Hefner  points  to  her 
cash  reserves,  her  growing  video  rev- 
enues and  the  magazine's  powerful 
franchise  and  says:  "We've  come 
through  a  very  difficult  time,  but  with 
our  existing  businesses  and  important 
new  businesses,  this  is  a  company 
that  ought  to  be  growing  dramatically 
the  next  couple  of  years.  It  has  the 
resources  to  do  it."  ■ 
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Consumer  Orientation 

No.  26  in  a  Series. 
Subject:  Design  objective: 
The  consummate  blending 
of  performance  and  luxury. 


Porsche  928S 


rhe  Porsche  928S  is  one  of  the  fastest  production  automobiles 
he  world.  It  accelerates  from  0  to  50  mph  in  5.6  seconds  and  has 
iched  speeds  of  146  mph  on  the  track.  Its  powerplant  is  a  4.7 
r  V-8  engine  with  a  light  alloy  block  and  cylinder  heads, 
-or  a  driver  to  fully  appreciate  such  performance  virtues,  the 
/er  and  car  must  act  as  one.  Not  only  must  the  car  be 
ponsive,  but  the  car's  interior  should  be  designed  to  make  the 
/er  more  responsive  and  more  comfortable.  And  thereby 
Jmize  his  or  her  performance. 

Such  is  the  interior  of  the  928S.  The  leather  seat  is  anatomically 
signed  with  lumbar  supports.  And  is  power-operated  to  make 
ustments  for  height,  length  and  inclination  that  much  easier. 
9  steering  wheel,  instrument  cluster,  and  pedals  are  all  adjust- 


able to  assure  a  comfortable  and  ergonomically  correct  driving 
position. 

Variable-assist  rack-and-pinion  steering  and  power  assisted  4- 
wheel  disc  brakes  provide  the  same  linear  input/linear  response 
characteristic  of  racing  cars.  And  the  remarkable  4-speed  auto- 
matic transmission  virtually  duplicates  the  performance  of  the 
5-speed  manual. 

Many  consider  the  928S  to  be  the  most  luxurious  sports  car  ever 
built.  At  Porsche,  we  believe  anything  that  enhances  the  driving 
experience  is  not  a  luxury.  But  then  at  Porsche,  excellence  is 
expected.  The  Porsche  928S  is  priced  at  $44,000*  For  your  near- 
est Porsche  Audi  dealer,  PORSCHE  -t-/\UDI 
call  toll-free:  (800)  447-4700.     nothing  even  comes  close 


Corporations  that  make  some  of  the 
best  products  in  the  world  use  quality  control 
methods  learned  from  AT&T. 

The  Japanese  are  no  exception. 

In  fact,  the  three  most  famous  names  in 
quality  control  in  Japan  are  those  of  quality 
control  pioneers  who  worked  for  AT&T.  One  of 
them,  Joseph  M.  Juran,  even  had  his  work 
rewarded  with  the  Japanese  Emperor's  Medal. 

Closer  to  home,  quality-conscious 
companies  like  Hewlett-Packard,  Texas 
Instruments  and  the  Ford  Motor  Company 
also  use  AT&T's  "Statistical  Quality  Control 
Handbook': 

When  you  think  about  it,  it's  not  surpris- 
ing so  many  people  depend  on  AT&T  for  quality. 
After  all,  some  of  the  largest  companies  in  the 
world  have  been  doing  it  for  years. 

AT&T.  We're  reaching  out  in  new  directions. 


AT&T 


lb  find  out  about  the  AT&T  "Statistical  Quality  Control  Handbook"  call  1  800  432-6600 


John  Harbin  III  ofHarbert  Corp 

The  dean's  lecture  made  the  difference. 


million.  Founded  in  1946  as  a  local 
bridge-building  outfit,  it  is  one  of  the 
largest  equipment-owning  construc- 
tion firms  in  the  U.S. 

Harbert  started  with  S6,000  he  ob- 
tained as  a  buck  private  during  World 
War  II — as  he  tells  it — from  a  streak  of 
luck  shooting  craps  on  the  troopship 
coming  home.  He  had  dabbled  in  taxi- 
dermy, photography  and  guitar  play- 
ing. ("My  instructor,  badly  in  need  of 
my  tuition,  finally  told  me  that  in  all 
good  conscience  he  could  no  longer 
accept  payment  from  me.")  He  even- 
tually returned  to  Auburn  University, 
in  Alabama,  for  a  civil  engineering 
degree.  Earning  less-than-bnlhant 
grades,  Harbert  decided  on  his  future. 
"The  dean  of  civil  engineering  each 
year  delivered  a  lecture  on  the  evils  of 
the  construction  industry."  The  dean 
called  it  a  low-down,  wheeling-deal- 
ing, less-than-up-front  business 
where  you  might  make  a  lot  of  money 
but  would  never  be  quite  respectable. 
That  appealed  to  Harbert. 

He  spent  his  S6,000  on  a  concrete 
mixer  and  vibrator,  a  table  saw,  shov- 
els and  picks.  He  cadged  a  subcontract 
to  build  a  bridge  near  Prattville,  Ala., 
but  had  no  workers.  "I  searched  the 
cotton  fields  around  Prattville  and 


John  Harbert  started  life  with  a  weak  hand 
and  a  lot  of  bluff.  Today  he's  working  on, 
his  second  half-billion. 


Poker  player 


By  Jay  Gissen 


WHERE,  THEY  ALL  ASKED, 
would  T.  Boone  Pickens  Jr. 
find  the  money  to  take  over  a 
target  as  big  as  Gulf  Oil  Corp.-  People 
who  asked  that  question  didn't  reck- 
on on  some  of  Pickens'  associates, 
people  like  John  Harbert  III.  Harbert 
simply  wiote  a  check  for  SI 00  million 
and  bought  2  million  shares  of  Gulf  in 


support  of  Pickens.  Harbert  can  afford 
it.  He  has  an  estimated  S400  million 
more  where  that  came  from,  and  at 
least  S260  million  of  it  is  in  liquid 

assets. 

And  who  is  John  Harbert  III?  He's 
62,  founder  and  75%  owner  (employ- 
ees own  the  rest)  of  Harbert  Corp.  of 
Birmingham,  Ala.  Harbert  Corp.  is  an 
international  construction  company 
with  annual  revenues  around  S500 
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"With  our  IBM  small  computers, we  can 
control  costs  from  the  ground  up!9 

Dick  Srhf^lL  Director  of  Turner  Information  Systems 

v  York,  NY 


i 

eries/1 

>  work  standing 


mm 


GIVE  YOUR  NEXT  MEETING 
A  CHANGE  OF  PLACE. 

Take  a  closer  look  at  St.  Louis.  It  might  well  be  the  change  of  place  youVe 
been  looking  for. 

First,  our  range  and  style  of  accommodations  and  facilities  may  surprise  you. 
So  will  our  world-famous  attractions.  We've  got  more  than  our  share. 

You'll  also  discover  a  sense  of  service  that's  positively  old-fashioned.  A  warm 
greeting.  Time  to  relax.  And  you  still  get  a  smile  at  no  extra  charge. 

But  there's  nothing  middle-of-the-road  about  being  middle-sized.  Not  with 
major-league  sports,  big  league  entertainment,  a  veritable  United  Nations  of  fine 
restaurants. 

You'll  find  we  look  pretty  good  on  paper,  too.        \bu'H  look  good  in 

With  a  per  diem  rate  42%  less  than  Chicago's. 

Thafs  why  we  say,  for  a  change  of  place,  a 
St.  Louis  meeting  can  make  you  look  good. 

R.S. V.P.  John  G.  Walsh,  (314)  421-1023.  TllA  P^AA^i II 

10  S.  Broadway,  St.  Louis,  MO  63102.  iVll  1% 

Hell  tell  you  how  St.  Louis  can  make  your  next 

meeting  a  big  success. 


SUdub 


St  Louis  Convention  and  Visitors  Bureau 


"Our  IBM  small  computer  is  so  reliable,  our 
guests  are  never  left  out  in  the  cold? 

-Bob  Purrington,  Hospitality  Manager 
Killington  Ski  &  Summer  Resort,  Killington,  VT 


"Nothing  could  be  worse 
for  us  than  to  have  our 
guests  waiting  around  to 
check  in  or  pay  their  bills 
because  our  computer  is 
down.  So  we  chose  an  IBM 
computer  for  that  very 
reason.  K  assures  our 
guests  a  warm  receptionT 

For  more  information  call 
1  800  IBM -2468  ext.60. 


spare  cash.  Over  the  years  the  com- 
pany had  to  open  some  quarries,  both 
to  supply  its  own  construction  proj- 
ects with  aggregate  and  to  sell  to  other 
construction  firms.  Since  he  had  min- 
ing equipment  and  men  who  knew 
mining,  it  seemed  the  next  logical 
thing  to  try. 

From  1970  to  1981  Harbert  ac- 
quired leases,  for  about  $150  million, 
for  over  240,000  acres  of  Kentucky 
coal  lands,  estimated  to  contain  over  a 
billion  tons  of  reserves.  In  1981,  when 
oil  companies  were  madly  looking  for 
coal,  Harbert  sensed  the  end  of  a 
streak.  He  sold  his  coal  and  limestone 
reserves  to  Standard  Oil  Co.  (Indiana) 
for  about  $400  million,  $260  million 
in  stock  and  $125  million  in  assumed 
debt.  Harbert  has  kept  his  almost  5 
million  shares,  worth  about  the  same, 


Harbert  is  still  a  gambler, 
but  now  he  plays  for 
bigger  stakes  and  with 
afat  bankroll.  He  says 
he  will  sell  the  Guy 
shares  he  bought for  $47 
if  he  is  offered  $108.  He's 
cpfinancing  and  building 
the  largest  shopping  center 
Alabama  has  ever  had. 
And  in  Birmingham,  he  is 
a  local  king. 


$260  million,  and  Standard  Oil  is 
mining  the  coal  and  limestone,  from 
reserves  worth  at  least  30%  less  today 
than  when  he  sold  them. 

Harbert  is  still  a  gambler,  but  now 
he  plays  for  bigger  stakes  and  with  a 
fat  bankroll.  He  says  he  will  sell  the 
Gulf  shares  he  bought  for  $47  if  he  is 
offered  $108.  He's  cofinancing  and 
building  the  largest  shopping  center 
Alabama  has  ever  had  for  some  $140 
million.  And  in  Birmingham  he  is  a 
local  king.  The  newspapers  write 
about  him  reverently.  Harbert  em- 
ployees keep  the  city's  streets  clean 
because  he  likes  clean  streets;  Harbert 
people  are  on  both  major  local  bank 
boards. 

His  last  mine  is  underneath  his  cor- 
porate headquarters,  south  of  Bir- 
mingham. It  had  been  a  3,000-acre 
coal  site.  But  then  the  United  Mine 
Workers  started  to  put  the  squeeze  on 
Harbert,  and  he  simply  shut  it  down, 
laying  off  the  mineworkers.  Now  sit- 
uated over  the  mine  is  Riverchase,  a 
successful  real  estate  development 
project,  with  expensive  homes,  light 
industry,  his  headquarters  and  shop- 
ping and  recreational  facilities.  As 
Harbert  himself  might  say,  "No  mes- 
sin'  around."  ■ 
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Is  your 
IRA 


Nearly  everyone  knows  that  an  IRA  is 
a  good  tax  deduction.  But  an  effective 
IRA  should  also  be  a  good  investment. 
That's  why  you  should  know  about  Twentieth 
Century  Investors,  the  no-load  mutual  fund 
^  company  with  an  impressive  track  re- 

afWf\f\f\   cord.  We  invite  you  to  check  our  perfor- 
la\\/v/vl  mance.  And  when  you're  ready  for  an 
q  IRA  that's  also  a  good 

y/^O  \  XWf^Wtfl*  investment,  we'd  like 
A. JL  A  ▼  %*  ^  A  A  MX* A  AA,m  to  hear  from  you . 
Want  to  know  more?  For  complete  information,  write  or  call  for  our  free 
IRA  Information  Kit.  In  it  you'll  find  a  prospectus  on  the  five  funds  in 
Twentieth  Century's  IRA  program:  Growth  Investors,  Select  Investors,  Ultra 
Investors,  Vista  Investors  and  U.S.  Governments.  Please  read  the  prospectus 
carefully  before  investing. 

Mutual  Funds  for  IRA,  Keogh,  and  403B  Accounts 

Please  send  a  free  prospectus  to: 

Name  


Address  . 

City  

State   


Zip. 


I 

fbs840326  P.O.  Box  200,  Kansas  City,  Missouri  64141  -(816)  531-5575 
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Japans  steelmakers  are  feeling  the  cold 
winds  of  obsolescence.  Can  you  blame 
them  if  they  yearn  for  the  good  old  days? 


The  nekura 
complex 


and  it  may  come  as  some  solace  to 
Americans  to  learn  that  Japanese  soci- 
ety, too,  has  its  malaise. 

For  what  comfort  it  may  bring  the 
battered  American  steel  industry,  Ja- 
pan's steelmakers  are  in  a  nekura 
mood  themselves  these  days.  De- 
mand for  their  product  has  dropped 
continually  since  1979.  During  most 
of  last  year  crude  steel  prices  were 
down  25%  or  more  from  1982  levels, 


By  Michael  Cieply 


T|  he  Japanese  pop  term  nekura 
translates  into  "dark  to  the 
root."  It  refers  to  the  bitterness 
and  despondency  of  the  minority  of 
self-absorbed  Japanese  who  seem  to 
believe  their  nation's  best  days  are 
past.  There  is  lots  of  handwringing  in 
the  Japanese  press  these  days  about 
the  pessimism  of  nekura  individuals, 


and  the  recovery,  when  it  came,  was 
weak.  Only  one  of  Japan's  six  major 
steelmakers,  stainless  producer  Nis- 
shin,  was  able  to  show  a  profit  for  the 
last  reported  half,  and  that  a  small 
one.  The  losses  are  small  compared 
with  what  some  U.S.  steel  companies 
are  losing,  but  the  shock  is  greater 
coming  as  it  does  to  an  industry  re- 
garded as  one  of  the  wonders  of  the 
industrial  world. 

Steel  consumption  in  the  noncom- 
munist  world  is  expected  to  grow 
some  24  million  tons  this  year,  but 
this  will  bring  scant  cheer  to  Japanese 
steel.  As  much  as  half  of  that  growth 
will  occur  in  the  U.S.,  thanks  to  a 
resurgence  of  orders  from  domestic 
carmakers  and  the  construction  in- 
dustry. There  is  no  big  resurgence  in 
Japan.  The  Japanese  are  trapped  be- 
tween a  stagnant  home  market  (con- 
sumption is  expected  to  rise  no  more 
that  2%  or  3%  in  1984)  and  rising 
barriers  to  their  export  trade.  Power- 
ful signs,  moreover,  point  toward  big- 
ger trouble  ahead. 

One  such  indicator:  Despite  their 
forced  march  toward  higher-value- 
added  products  like  coated  sheets  for 
appliances  and  polyethylene- 
sheathed  pipes,  Japanese  steelmakers 


Idle  blast  furnaces  at  Nippon  Steel 

For  $17  billion  of  debt,  cold  collateral. 
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have  let  capital  budgets  sink  to  just 
over  $3  billion  in  1984,  down  more 
than  $1  billion  from  their  1978  peak. 
This  is  not  for  want  of  big  plans.  Near- 
ly all  Japanese  steelmakers  have  wish 
lists  that  call  for  more  direct  charging 
and  continuous  annealing  equip- 
ment— just  the  sort  of  sophisticated 
machinery  that  gave  them  an  edge 
over  the  Americans  in  the  1960s  and 
1970s.  Yet,  beginning  with  the  cur- 
rent fiscal  year,  even  giant  Nippon 
(which  slipped  into  the  red  for  the 
first  time  since  it  was  formed  in 
1970),  with  $40  million  in  losses  for 
the  last  12  months,  will  have  to 
choose  between  further  deficits  or 
putting  projects  on  hold  in  order  to 
keep  investment  within  depreciation 
schedules. 

By  its  very  nature,  the  Japanese  in- 
dustry is  less  able  to  trim  costs  when 
orders  fall  off  than  are  American  steel- 
men.  Operating  at  75%  of  capacity,  a 
lot  of  American  mills  would  produce 
a  respectable  profit  in  1984.  But  ac- 
cording to  Kidder,  Peabody  &  Co.'s 
respected  steel  analyst  Robert  Hage- 
man,  "Japanese  producers  need  an  op- 
erating rate  pushing  80%  before  they 
can  move  into  the  black." 

The  Japanese  dedication  to  lifetime 
employment  hurts  in  this  respect. 
Even  as  the  Japanese  upgraded  their 
plants,  they  declined  to  prune  their 
258,000-man  work  force  except  by  at- 
trition— a  slow  process,  when  you 
consider  that  the  compulsory  retire- 
ment age,  set  in  negotiation  with 
company  unions,  has  crept  up  from  55 
years  to  almost  58,  and  may  soon  be 
raised  to  60.  The  Americans,  by  con- 
trast, have  permanently  slashed  at 
least  100,000  jobs  since  1979  and 
junked  more  than  25  million  tons  of 
inefficient  capacity. 

Japan's  highly  leveraged  capital 
structures  also  make  it  difficult  to 
operate  at  much  less  than  full  capac- 
ity. The  Japanese,  having  borrowed  to 
build  their  computerized  steel  plants, 
face  crushing  interest  expense.  Nip- 
pon Kokan,  for  example,  carries  al- 
most $4  billion  in  long-term  debt, 
compared  with  $1.3  billion  for  com- 
parably sized  Bethlehem. 

Equity-to-debt  ratios  for  the  six  ma- 
jors are  down  to  15%  or  less.  That's 
dangerously  low  even  by  Japanese 
standards.  For  the  next  three  or  four 
years  Sumitomo  Metals,  and  perhaps 
others,  will  restrict  capital  invest- 
ment to  less  than  depreciation.  Good- 
bye, the  old  days  of  cheap  capital  on 
easy  terms  that  played  so  large  a  role 
in  Japan's  economic  miracle. 

Time  is  beginning  to  catch  up  with 
the  Japanese.  Their  continuous  cast- 
ers, for  example,  may  still  be  state  of 


'Our  IBM  small  computer  steered  us 
to  greater  prof  liability." 


-Gary  Hoefle,  Treasurer 
Overland  Transportation  System,  Inc. 
Indianapolis,  Indiana 


e  way  you  make  money 
in  the  trucking  business 
to  keep  your  trucks  full 
d  moving. That's  just 
at  our  IBM  computer 
Ips  us  do.  It's  one  of  the 
things  that  make  this 
company  go'.' 

For  more  information  call 
1800  IBM -2468  ext.  60. 


"Keeping  a  big  balance  at  a  big 
bank  does  not,  unfortunately,  guarantee 
the  'big  service'  you  deserve." 


Daniel  P  Davison 
Chairman 


Handling  the  affairs  of  the  wealthy  in  a  highly 
responsive  fashion  is  our  particular  domain. 
Please  contact  Mr.  Rodney  I.  Woods,  Senior  Vice 
President,  United  States  Trust  Company  of 
New  York,  45  Wall  Street,  New  York,  N.Y.  10005. 
Tel.  (212)  806-4444. 

U.S.Trust 

When  you  do  something  very  well 
you  simply  cannot  do  it  for  everyone. 
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TWA  presents 
the  fastest  way  to  fly  free. 


AM 


With  TWA's  Frequent  Flight  Bonus3"1 
program,  miles  you  fly  on  Eastern, 
Qantas  and  TWA  can  add  up  to  free 
tickets  to  almost  anywhere  on  earth. 

A  free  trip  to  the  Caribbean  is  closer  than  ever.  So 
is  a  free  trip  to  London.  Or  even  a  free  trip  around 
the  world. 

Because  now,  TWA's  Frequent  Right  Bonus 
program  also  counts  miles  you  fly  on  Eastern* 
and  Qantas. 

Together  we  have  more  flights  and  fly  more 
people  within  the  U.S.  and  across  the  Atlantic  than 
any  other  airline.  So  with  us,  your  miles  can  add 
up  faster.  And  you  can  earn  free  tickets  sooner. 

A  world  of  awards. 

While  TWA  makes  earning  awards  easier, 
we're  also  making  choosing  one  harder.  Because 
we  now  offer  more  awards  than  ever  before, 
starting  with  as  little  as  10,000  miles. 

If  you  fly  enough,  you  can  earn  free  tickets  to 
anywhere  in  Europe  or  the  Middle  East  TWA  flies. 
Or  to  anywhere  Eastern  flies,  including  Mexico, 
the  Caribbean  and  South  America.  You  can  even 
fly  TWA  and  Qantas  all  the  way  around  the 
world,  and  stop  in  places  like  Tahiti,  Australia  and 
the  Far  East. 

Free  upgrades  are  in  the  cards. 

In  addition  to  our  regular  awards,  you  can  also 
earn  privilege  cards  which  can  let  you  upgrade  to 
First  Class  or  business  class  —  every  time  you  fly 
TWA  in  the  U.S. 

And,  of  course,  any  time  you  fly  First  Class, 
you'll  get  credit  for  150%  of  the  miles  you  fly.  Or 
125%  when  you  fly  business  class. 

If  you're  not  already  a  member  of  TWA's 
Frequent  Flight  Bonus  program,  we'll  give  you  a 
head  start  of  3,000  miles  if  you  join  by  March  31, 
1984.  Just  call  us  to  enroll,  and  we'll  send  you 
complete  details. 

Now  there's  every  reason  in  the  world  to 
choose  TWA. 

You're  going  to  like  us 


ted  mileage  tickets. 


the  art,  but  they  will  begin  to  reach 
the  end  of  their  25-year  useful  life  in 
the  late  1980s.  Repair  and  mainte- 
nance expenses,  negligible  through 
most  of  the  1970s,  have  already  risen 
to  20%  of  new  investment,  and  will 
go  higher. 

How  to  pay  for  that  fix-up  work? 
Special  reserves  prudently  set  aside  in 
the  past  for  relining  blast  furnaces  at 
$65  million  a  crack  will  help.  NKK, 
for  example,  has  around  $202  million 
tucked  away  in  such  reserves.  But 
$200  million  can  melt  fast  in  the  steel 
industry. 

Given  those  prospects,  the  nekura 
mood  among  Japan's  lionized  steel- 
men  is  no  surprise,  fust  as  the  brash, 


Koichi  Aoki  of  Nippon  Steel 
"Even  3%  would  be  good. 


young  Japanese  steel  industry  once 
challenged  the  aging  Western  indus- 
try, so  is  Japan's  facing  vigorous 
young  competition.  Korea's  Pohang 
Iron  &  Steel  Co.,  the  world's  tenth- 
largest  steelmaker,  now  produces 
nearly  9  million  tons  a  year.  Last  year 
alone  the  tough  Koreans  sold  1.5  mil- 
lion tons  of  steel  in  Japan's  home  mar- 
ket, fast  closing  the  gap  on  Japan's  4.2 
million  export  sales  to  the  U.S. 

It's  a  considerable  irony  that  the 
Americans  may  ultimately  prove 
more  flexible  than  the  Japanese  in 
meeting  that  sort  of  Third  World  chal- 
lenge. Unions  permitting,  American 
makers  will  increasingly  import 
cheap  slab  and  convert  it  into  higher- 
value  products  like  galvanized  sheet 
for  auto  bodies  or  tinplate  for  cans.  In 
short,  the  Americans,  abandoning  the 
labor-  and  capital-intensive  end  of  the 
business,  may  be  able  to  concentrate 
on  more  profitable  finished  products. 

By  contrast,  the  Japanese  steelmen 
have  less  room  to  maneuver,  not  least 


"His  Royal  Highness,  Frederick  of  Bastonburge,  holder  of  the 
Order  of  St.  Morritz  and  a  goodly  chunk  of  Grow  Group  stock" 


For  our  1983  Annual  Report,  write:  \X&7 
Grow  Group  Inc.,  Pan  Am  Building, 
200  Park  Avenue,NY10()17,Dept.C.  VJlTOW 
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"ONE  OF  THE  TROUBLES  WITH  COMMUNICATION 
IS  THAT  WHAT'S  IN  YOUR  BRAIN  NEVER  PERFECTLY 
MATERIALIZES  ON  THE  PAGE."  (7    Yh  it 


From  an  exclusive  United  Telecom 
interview  with  George  Plimpton, 
December  16, 1983- 


People  ask  me  what 
I  am.  I'm  an  editor, 
a  writer,  a  television 
performer,  occasionally  a  tou- 
ter  of  products,  a  filmmaker, 
actor,  even  a  stand-up  comic. 

I  guess  I've  become  best  known 
as  a  participatory  journalist.  I  got  the 
idea  from  Paul  Gallico.  When  he  was 
a  sports  journalist  in  the  1930s  he  felt 
you  should  try  the  skills  you  were 
writing  about. 

I  wanted  to  go  further;  not  only  box  a 
Jack  Dempsey,  say,  but  train  for  months, 
really  learn  the  boxing  profession.  Or,  in 
hockey,  spend  a  month  with  the  team 
rather  than  a  day;  find  out  about  the 
brotherhood  of  athletes,  not  just  their 
skills.  So,  Paper  Lion  is  not  as  much  what 
it's  like  to  be  a  quarterback  as  it  is  a 
study  from  within  of  a  whole  sociologi- 
cal organization. 

There's  a  big  difference  between 
standing  on  the  sidelines  wearing  a  rain- 
coat with  a  notebook  in  your  hand  and 
being  out  there  in  the  huddle. 

Anything  that  can  help  improve  the 
communication  is  important.  You're 
always  thinking  of  ways  of  making  things 
clearer  and  more  informative  and  of 
doing  it  in  a  way  which  attracts  an 
audience. 

I  think  writing  is  the  most  emphatic 
form  of  communication.  If  you  really 
want  to  find  out  about  a  subject  you  go 
to  the  library.  You  don't  look  at  a  film  or 
listen  to  a  lecture;  you  go  read  a  book 
and  then  another  and  then  there  you 
are,  you  are  infested  with  whatever  it 
is  you  wanted. 

When  you  read  you  have  to  provide 
your  own  picture.  There  was  an  experi- 
ment done  recently.  These  people 


were  having  their  brain  waves  measured 
as  they  were  watching  commercials.  All 
of  a  sudden  one  of  the  monitors  began 
going  absolutely  crazy.  The  testers 
thought  maybe  one  of  the  subjects 
was  having  a  stroke  but  it  turned  out 
he  had  just  picked  up  a  magazine  and 
was  reading  it. 

One  of  my  passions  is  fireworks.  You 
have  a  flare  and  you  touch  a  fuse  and  you 
suddenly  do  what  the  writer  hopes  to 
do.  You  illuminate  the  heavens  and  the 
crowd  goes  wild. 

The  big  thing  is  the  choreography. 
You  never  know  whether  the  effects 
are  quite  going  to  work  out.  Which  is 
exactly  like  writing. 

While  working  on  the  Writers  at  Work 
interviews,  I  discovered  how  many 


extraordinarily  different 
ways  there  are  of  perform- 
ing the  craft.  Joe  Heller,  for 
example,  can't  write  a  thing 
until  the  first  line  drops  into  his 
head,  after  which  the  entire  novel, 
almost  as  a  vision,  appears.  There  are 
other  odd  stories  about  how  a  writer 
gets  down  to  his  craft.  You  find  out  what 
a  fragile  and  strange  thing  it  is  to  be  in 
that  particular  type  of  communication. 

One  of  the  troubles  with  communica- 
tion is  that  what's  in  your  brain  never 
perfectly  materializes  on  the  page.  The 
dreams  we  carry  around  are  vivid  and 
one  of  the  despairing  things  is  that  it 
never  quite  works  out  that  way  when 
we  put  it  down. 

The  reward  is  when  you  come  close. 
When  you  can  read  what  you  wrote  and 
say,  "Well,  that  is  something  like  what 
it  was." 


George  Plimpton  is  an  all  around 
communicator.  His  latest  book, 
about  fireworks,  is  due  this  year. 
We  at  United  Telecom  hope  you  find  his 
thoughts  on  communication  as  relevant 
and  interesting  as  we  do. 

Communications  is  our  business.  We 
provide  the  tools  that  make  communica- 
tion easier — from  basic  telephone  ser- 
vice to  specialized  services,  including 
cellular  mobile  radio,  data  communica- 
tions and  video  teleconferencing. 

Behind  everything  we  do  is  a  basic 
human  need.  The  need  to  be  heard. 

For  more  information  on  United 
Telecom,  please  write  D.  F.  Forsythe, 
United  Telecom,  Box  11315,  Kansas  City, 
MO  64112. 


United  Telecom  SSS 


WE  WANT  TOL  TO  BE  HEARD. 


"Thanks  to  our  IBM  computer  network,  our 
distribution  system  has  taken  a  giant  step!' 

-Cameron  Anderson,  President 


because  of  the  very  investments  they 
made  so  successfully  in  the  1960s  and 
1970s.  They  can  scarcely  imagine,  for 
example,  idling  more  basic  steel  ca- 
pacity. "We  are  so  well  integrated 
from  the  blast  furnace  to  the  rolling 
mill,  there  will  be  less  possibility  for 
us  to  import  slab,"  explains  Masumi 
Sato,  director  of  corporate  planning 
for  Kobe  Steel.  Adds  NKK  America 
Executive  Vice  President  Toshiaki 
Yamamoto:  "We  must  keep  our  Ogi- 
shima  works  operating  at  as  much  of 
capacity  as  possible  because  of  its 
huge  depreciation  expense.  In  a  good 
situation  or  bad,  we  have  to  make  our 
interest  payments." 

Japanese  steelmen  know  they  have 
overbuilt.  But  how  do  you  downsize 
existing  steel  plant  in  a  rigid  econo- 
my, where  some  65  blast  furnaces  are 
idle  but  can't  be  scrapped  because 


"Diversification "  has 
become  the  watchword. 
Japanese  steelmakers  are 
now  struggling  to  master 
powdered  metals  and 
industrial  ceramics, 
although  it  will  be  a  long 
time  before  such  new 
materials  can  displace 
lost  steel  profits. 


they  stand  as  collateral  against  much 
of  the  industry's  $17  billion  in  out- 
standing debt?  And  that  says  nothing 
of  the  aggregate  wage  bill.  Over  the 
last  ten  years  it  has  actually  risen  in 
the  face  of  declining  steel  demand  be- 
cause wage  rates  increased  faster  than 
unneeded  workers  could  be  cut  from 
company  rosters. 

In  such  a  bind,  "diversification"  has 
become  the  watchword.  Japanese 
steelmakers  are  now  struggling  to 
master  powdered  metals  and  industri- 
al ceramics,  although  it  will  be  a  long 
time  before  such  new  materials — 
used  in  high-performance  applica- 
tions like  gas  turbine  blades  and  auto- 
mobile turbochargers — can  displace 
lost  steel  profits.  In  January  1984, 
NKK,  long  a  vendor  of  technology, 
signed  a  ten-year  agreement  to  buy 
knowhow  from  Sweden's  ASEA,  a 
leader  in  the  powdered  metallurgy 
field.  Similarly,  Nippon  Steel's  Kuro- 
saki  Refractories  subsidiary  is  explor- 
ing ceramics.  Both  Kobe  and  Sumi- 
tomo have  expanded  their  titanium 
capacity.  With  titanium,  used  in  high- 
temperature  jet  engine  components, 
Kobe  and  Sumitomo  are  betting  on  an 
aerospace  boom,  fueled  by  American 
demands  that  Japan  contribute  more 
to  its  own  defense.  But  listen  to  Dr. 


Fidelity  Freedom  Fund. 

The  aggressive  stock  fund 
specially  for  IRAs. 


Fidelity  Freedom  Fund  is  an 
aggressive  fund  that  pursues  the 
most  promising  opportunities  in 
the  market.  But,  unlike  most 
stock  funds,  this  fund  has  the  free- 
dom to  "lock  in"  short  term  gains 
and  move  quickly  as  market  con- 
ditions change.  That's  because 
Freedom  is  available  only  to  tax- 
qualified  plans  (like  IRAs).  So  the 
fund's  managers  can  concentrate 
on  which  security  to  own -and 
not  worry  about  the  tax  conse- 
quences of  buying  and  selling. 

No  sales  charge. 

You  can  open  your  IRA  in  Free- 
dom Fund  with  only  $500.  There 
are  no  sales  charges.  With  The 
Investor's  IRA  from  Fidelity 
you'll  have  the  flexibility  to 


exchange  among  15  different 
Fidelity  funds. 

Call  now  or  write  for  a  free 
information  kit. 

Call  toll  free. 
1-800-225-6190. 

In  Mass.  call  collect  617-523-1919. 

Treemm'fund1 

Write  to  Fidelity  Investments  I-  73 

P.O.  Box  832,  Dept.  JB  032684 

82  Devonshire  St.,  Boston, Mass.  02103 

For  more  complete  information  on  The  Investor's 
IRA  including  management  fees  and  expenses, 
please  call  or  write  for  a  free  prospectus.  Read  it 
carefully  before  you  invest  or  send  money. 

FIDELITY 
INVESTMENTS 
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Koichi  Aoki,  director  of  $11  billion 
(sales)  Nippon  Steel,  the  world's  larg- 
est steel  producer:  "If  we  achieved 
10%  of  our  revenues  in  new  materi- 
als, that  would  constitute  smashing 
success.  Five  percent,  or  even  3%, 
would  be  very  good." 

For  the  six  big  companies  com- 
bined, specialty  steels  like  NKK's 


cold-resistant  tubing  for  arctic  drill- 
ing rigs  account  for  about  20%  of  rev- 
enues and  remain  a  bright  spot.  But 
competition  for  specialty  niches  is 
fierce  among  them,  and  the  Koreans 
have  narrowed  the  lead  time  on  new 
products  to  about  three  years. 

No  one  fancies  that  Japanese  steel- 
men  are  terminally  depressed.  "Some 


Pharaonic  schemes 


of  the  companies  almost  use  crisis  as 
a  positive  technique,"  cautions  Rob- 
ert Ballon,  a  Jesuit  scholar  who  has 
resided  in  Japan  for  35  years  and  is 
director  of  international  management 
studies  at  Tokyo's  Sophia  University. 
Still,  the  black  mood  of  nekura  is  new 
and  discouraging  for  the  normally  re- 
silient Japanese.  ■ 


With  little  else  to  cheer  them,  Japanese  steelmen 
can  still  beam  over  the  $15  billion  Honshu-Shi- 
koku  bridge  project,  one  of  the  meatiest  hunks  ever  to 
come  out  of  Japan's  seemingly  bottomless  pork  barrel 
(Forbes,  Jan.  M,  1983). 

Launched  in  the  1970s  under  the  auspices  of  a  gov- 
ernment-backed corporation,  the  mammoth  bridges — 
17  of  them,  if  all  are  finally  built — will  link  the  south 
coast  of  industrialized  Honshu  with  Shikoku,  the 
smallest  of  Japan's  four  main  islands.  In  centuries  past, 
Shikoku  was  best  known  as  a  haven  for  marauding 
pirates,  who  crossed  the  60-mile-wide  Seto  Inland  Sea 
to  harass  Honshu  towns.  Lately  the  rugged  6,857- 
square-mile  island  has  earned  its  keep  with  a  handful  of 
steel  and  petrochemical  plants,  supplemented  by 
warm-weather  resorts  and  ancient  Buddhist  shrines. 

The  Honshu  bridges  should  give  the  island  a  boost, 
while  fulfilling  a  long-cherished  national  dream — all  of 
Japan  linked  by  road  and  high-speed  rail.  But  the  cost  is 
staggering:  Only  25%  complete,  the  Shikoku  bridges 
have  already  cost  almost  $4  billion.  Most  of  that  was 
borrowed,  against  future  tolls,  from  Japan's  private 


banks  and  from  various  government  savings  and  pen- 
sion funds.  As  planned,  the  three  separate  highway  and 
Shinkansen  (bullet  train)  routes  will  include  9  of  the 
world's  20  longest  suspension  spans. 

Such  pharaonic  grandeur  can  only  delight  the  steel- 
makers. All  told,  the  bridges  will  use  some  1  million 
tons  of  Japanese  steel,  including  thousands  of  feet  of 
main  cable  supplied  by  Nippon  and  Kobe.  Both  of  those 
companies  also  cash  in  by  supplying  engineering  ser- 
vices, while  Sumitomo  and  others  have  found  the 
Honshu-Shikoku  Bridge  Authority  a  ready  market  for 
specialty  steel  products  like  the  expansion  joint  Sumi- 
tomo has  developed. 

Will  Japan's  yawning  deficits  (estimated  at  $55  bil- 
lion in  fiscal  1984)  end  the  largesse?  "We  are  slowed 
down  somewhat,"  concedes  Bridge  Authority  official 
Nobuaki  Furuya,  who  notes  that  active  construction  is 
currently  limited  to  one  complete  route,  to  be  finished 
by  1988,  along  with  four  unconnected  bridges  on  the 
other  routes.  But  Furuya  insists,  with  a  bureaucrat's 
dogged  persistence:  "We  will  build  the  others  within 
the  20th  century."— M.C. 


A  section  of  the  Is:  ■r>sbu-Shikoku  project 

A  meaty  hunlcfrnm  a  seemingly  bottomless  pork  barrel. 
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We  build  power  plants 
that  generate  learning. 


That's  Singer  technology. 


In  today's  energy  environment,  training  power 
plant  operators  is  more  vital  than  ever.  That's  why 
major  utilities  are  turning  to  our  Link  Simulation 
Systems  Division  for  simulators  that  can  duplicate  a 
power  plant's  routine  operations  as  well  as  problem 
situations-without  using  fuel  or  creating  hazardous 
conditions.  That's  the  result  of  more  than  a  half- 
century  of  technological  leadership.  This  leadership  is 
now  producing  equipment  that  simulates  everything 
from  aircraft  to  chemical  plants,  LNG  tankers  to 
battlefield  tactics. 


Through  expanding  research  and  development  in 
simulation,  navigation/guidance,  command/control/ 
communications  and  intelligence,  electronic  warfare, 
and  specialized  computer  systems,  Singer  is  writing 
a  new  chapter  in  its  corporate  history.  Together 
with  our  unique  consumer  durables  capabilities 
throughout  the  world,  this  technological  base 
positions  us  in  important  growth  markets  of  today 
and  tomorrow. 

The  Singer  Company,  8  Stamford  Forum, 
Stamford,  CT  06904. 


Whitney  holds  the  high  ground,  but  Martin 
Miler's  Hibernia  bank  has  done  a  fair  job 
of  climbing  without  vexing  the  natives. 


The  battle 
of  New  Orleans 


By  Toni  Mack 


In  New  Orleans  everybody 
knows  the  Whitney  National 
Bank.  Always  number  one.  Con- 
servative with  a  capital  C.  The  chair- 
man still  sits  at  a  desk  in  the  lobby.  A 
third  of  the  $2. 1  billion  in  assets  are  in 
short-term  Treasurys.  As  a  rival  bank- 
er says,  "If  Rhctt  Butler  didn't  ask  for 
it  and  Scarlett  O'Hara  didn't  use  it, 
then  the  Whitney  doesn't  do  it." 

Just  over  a  decade  ago  Martin  C. 
Milcr,  a  Wharton-traincd 
finance  man  from  North 
Carolina's  First  Union 
Corp.,  started  to  give  the 
Whitney  a  fight.  He  took 
the  chairmanship  at  Hi- 
bernia Corp.,  a  block  away 
on  Gravier  Street. 

His  mission  was  to  re- 
build the  decrepit  bank, 
Hibernia  National,  a  dis- 
tant third  among  New  Or- 
leans banks,  and  chal- 
lenge the  omnipotent 
Whitney.  Hibernia  bank's 
organization  chart  was 
like  a  circle  with  a  dot  in 
the  middle,  and  the  trust 
department  was  making 
bookkeeping  entries  on 
punchcards.  "It  was  es- 
sentially dead  in  the  wa- 
ter," recalls  Miler. 

Since  1973  Hibernia's 
earnings  have  grown  near- 
ly tenfold,  to  $14  million. 
Assets  jumped  167%  over 
the  decade  to  $1.6  billion, 
and  the  return  on  assets 
grew  from  a  shoddy  0.4%  before  se- 
curities gains  and  losses  to  1.3%  last 
year.  That's  double  Citicorp's  return 
and  an  especially  good  record  in  a 
year  when  many  bank  profits  were 
falling.  Even  Whitney's  $32  million 


net  income  was  off  16%  in  1983. 

Taking  on  the  Whitney  isn't  easy. 
That  bank  disdains,  with  antebellum 
pride,  such  newfangled  notions  as 
discretionary  fund  management  and 
Super  NOW  accounts.  Loyalty  is 
Whitney's  great  virtue.  Its  older  cus- 
tomers, the  cream  of  the  city's  busi- 
nesses, get  wide  discounts  from  prime, 
and  New  Orleans  abounds  with  testi- 
monials to  its  patience  during  hard 
times.  John  Laborde,  chairman  of 
Tidewater  Inc.,  an  oil  supply  boat  oper- 


(  hairman  Marti//  C.  Milcr  of  Hibernia  (,'<»]> 
"It  was  essentially  dead  in  the  water." 


ator,  is  a  director  of  Hibernia.  But  he 
still  offers  Whitney  first  refusal  on  his 
banking  business  and  keeps  accounts 
there  because  in  his  startup  days 
Whitney  took  a  chance  on  him  with 
loans.  "They  helped  us  when  it  was 


almost  immoral  to  do  so,"  he  says. 

Miler  figured  he  couldn't  match 
that  type  of  loyalty.  He  also  rejected 
chasing  growth  for  growth's  sake.  An- 
other Whitney  challenger,  First  Com- 
merce Corp.,  second  largest  in  the 
city,  tried  that.  But  it  eventually  fell 
prey  to  bad  loans.  First  Commerce 
survived,  but  its  troubles  allowed  Hi- 
bernia to  move  up. 

Miler  took  the  simple  route:  He  in- 
stalled an  up-to-date  computer  sys- 
tem, began  matching  asset  and  liabil- 
ity maturities,  set  up  specialty  lend- 
ing departments  and  otherwise  ran 
Hibernia  much  the  way  other  banks 
around  the  country  are  run.  That  was 
unusual  for  New  Orleans.  Such 
changes  are  rarely  gentle.  "They've 
carted  away  a  lot  of  bodies  from  Hi- 
bernia," says  one  observer. 

Miler  wooed  Whitney's  customers 
by  a  willingness  to  offer  services  the 
Whitney  cordially  deems  "inappropri- 
ate." Until  the  revived  First  Com- 
merce combined  with  another  local 
bank  last  year,  Hibernia  was  neck- 
and-neck  with  First  Commerce  in  to- 
tal assets.  Its  loan  portfolio,  at  $953 
million,  has  edged  past  the  Whitney's 
to  become  the  largest  between  Geor- 
gia and  Texas. 

All  this  makes  Hibernia  a  juicy 
property  when,  or  if,  interstate  bank- 
ing comes.  Texas  Com- 
merce Bancshares  holds 
1%  of  Hibernia's  com- 
mon, Dallas'  InterFirst 
Corp.  owns  2%  and  PNC 
Financial  Corp.  of  Pitts- 
burgh has  another  4.9%. 
Clearly,  Hibernia  will  not 
lack  for  suitors. 

Closer  at  hand  is  the 
prospect  that  Louisiana 
will  enact  statewide  bank- 
ing this  year.  If  that  hap- 
pens, Hibernia  is  well  sit- 
uated to  acquire  banks 
elsewhere  in  the  state.  Its 
stock  trades  over-the- 
counter  at  about  28,  170% 
of  book,  which  is  handy 
leverage  for  acquisitions. 
With  the  record  he  has 
compiled,  it  doesn't  both- 
er investors  that  Miler, 
only  49,  was  paid  a  hand- 
some $550,000  last  year. 
They  probably  find  it  posi- 
tively reassuring  that  he 
has  $1.5  million  invested 

  in  shares  of  his  own  bank. 

In  his  spare  time  Miler  paints  wa- 
tercolors.  Of  his  bank's  future  in  an 
era  of  intrastate  and  interstate  bank- 
ing, he  says:  "It's  like  a  canvas.  It 
keeps  rolling  in  front  of  you,  and  you 
have  to  fill  in  the  blanks."  ■ 
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a  map  20  inches  wide.  VHSIC  will  increase  processing  power 
over  1,000  percent  and  may  ultimately  revolutionize  the 
electronics  industry. 

We've  brought  a  new  process  control  technology  to  market. 
WDPF™  is  so  fast  and  powerful  a  single  operator  can  manage  every 
process  an  industry  can  engineer  into  a  two-square-mile  area. 
The  system  monitors,  controls  and  acquires  data  from  up  to  254 
microprocessors . . .  with  no  information  more  than  a  second  old. 

And  our  research  scientists  are  continuing  25  years  of  pioneering 
in  fuel  cells,  a  highly  efficient  low-cost,  nonpolluting  energy  source 
of  the  future. 

The  future  will  be  shaped  by  technology.  We're  working  on 
tomorrow's  technologies  today. 


Robotics:  solid-state  control 
tor  repeatable  precision. 

Clockwise  from  top 
Metering:  solid-state  technology 
improves  energy  management. 
Automated  manufacturing: 

repeatable  quality,  precision. 
World-class  breakers:  more 

capacity,  more  flexibility. 
IQ-2000:  combines  motor  con- 
trol, protection,  and  monitoring 

Nuroa-Logic:  the  industry's 
powerful  programmable 


Quality  and  productivity  go  hand 
in  hand.  We're  applying  leading 
edge  technologies  to  help  industry  improve  both. 

In  automated  manufacturing,  our  technological  innovations  in 
software,  controls,  and  robots  are  based  on  extensive  manufacturing 
experience.  Our  multifunctional,  reprogrammable  Unimate™  robots, 
driven  by  state-of-the-art  solid-state  VAL™  computer  control  systems, 
readily  adapt  to  the  most  sophisticated  manufacturing  requirements. 
And  for  the  future,  we're  working  on  knowledge-based  robots  that 
will  see,  feel,  think^and  make  manufacturing  decisions. 

Our  new  Series  C™  circuit  breaker  offers  greater  interrupting 
capacity  for  more  application  flexibility.  Based  on  the  best  features 
international  technology  can  offer,  it's  what  you'd  expect  of  a 
world-class  product. 
Engineers  in  seven  of  our  product  groups  are  applying  custom 


itegrated  circuit  chips  that  allow  breakers  and  motor  controls  to 
talk"  to  a  centralized  computer  about  operating  conditions. 
Our  new  microprocessor-based  IQ-2000™  motor  command  system 
ombines,  for  the  first  time,  motor  control,  protection,  and  monitoring 
i  a  single,  cost  effective  package.  Microprocessor  technology  helped 
is  create  Numa-Logic™  controls,  the  most  powerful  line  of  program- 
nable  controllers  in  the  industry.  And  we're  applying  microprocessors 
d  energy  metering  to  help  utilities  automate  electrical  distribution 
nd  better  manage  peak  energy  needs. 

To  best  serve  the  rapidly  expanding  electronics  industry,  our  new 
i ighly  automated  Micarta™  plant  provides  the  high  quality,  high  volume 
aminate  production  demanded  by  printed  circuit  board  makers. 

By  creating  an  environment  that  encourages  our  people  to  strive 
Dr  technological  excellence,  we  will  continue  to  rank  among  the  top 
Dur  U.S.  companies  in  patents  granted. 


GO 


Comprehensive  training 
simulates  nuclear  power  plant 
operating  conditions. 

Clockwise  from  top. 
People  movers:  over 
99%  availability. 
Elevators:  dependable 
performance  through 
preventive  maintenance. 
Industrial  services:  new 
productivity  for  existing 
facilities. 

;    tear  services:  inspec- 
^ai"  robots  get 
ick  on-line  fast. 


WfiYfi  ITIdkinCr  ^UnS  Tnere  is  one  thin9  as  important  as 
■ffcic  iimiviiigduiw  a  product's  quality:  the  service  that 

stands  behind  it  and  stretches  its  productivity. 

Thousands  of  Westinghouse  service  people  back  our  products 
in  60  countries  around  the  world.  Using  sophisticated  tools  and 
analytical  skills,  they  help  our  customers  get  extra  productivity  from 
our  technologies.  Their  preventive  maintenance  approach  spots 
potential  problems  before  they  occur.  And  they  train  customer 
personnel  worldwide  in  the  latest  operating  and  planned  maintenance 
techniques  to  keep  them  abreast  of  evolving  technologies. 

Half  the  Free  World's  220  nuclear  power  plants  are  based  on 
Westinghouse  technology.  Westinghouse  specialists  are  creating  unique 
service  techniques  to  help  keep  those  plants  operating  reliably.  Advanced 
robotic  inspection  and  repair  tools  are  maximizing  plant  availability 
while  protecting  workers.  Extensive,  full-scale  training  programs 


CPT  Solutions  You  Can't  Outgrow. 

No  Matter  Where  You  Start. 


CPT  8525 
Word 

Processing 
System 


Solutions  that  Talk  with 
Mainframes  in  an  Important 

New  Way. 

Interactive  Communications 
with  Mainframe 
Independent  CPT 
Word  Processing 
Information  Processing 
Preview  Window 

An  exclusive  CPT  software 
breakthrough  enables  CPT  sys- 
tems to  talk  with  mainframes  and 
process  text  simultaneously.  This 
is  accomplished  with  a  unique 
tri-window  display. 

Information  can  be  transferred 
from  a  host  computer  directly 
into  a  word  processing  document.  Or  vice  versa.  With  just 
two  keystrokes. 

An  optional  CPT  SNA  Communications  controller  can  link 
up  to  7  CPT  systems  together  as  part  of  an  IBM  3270  network. 

Solutions  that  work  the 
way  you  do.  In  17  languages. 
And  more  than  65  countries. 

CPT  is  the  world's  third  largest  manufacturer  of  word  process- 
ing systems,  with  worldwide  distribution  and  service.  Now  our 
capabilities  extend  to  complete  office  automation  systems. 

More  than  ever,  CPT  has  solutions  you  can't  outgrow.  Whether 
you're  a  small  company  aiming  for  the  Fortune  1000.  Or  a 
Fortune  1000  company  aiming  for  the  500. 

Specifications  arc  subject  to  change  at  the  discretion  of  CPT  Corporation. 


CPT  Interactive 
Display  Emulator 


Solutions  that  Stand  Alone. 

CPT  8500  Series  system  prices  start  in  the  range  of  personal 
computers.  But  the  full-page,  black-on-white  CPT  screen  imme- 
diately sets  them  apart,  and  a  few  minutes  at  the  keyboard 
widen  the  gap. 

CPT  systems  use  the  same  data  processing  software  as  per- 
sonal computers,  but  no  personal  computer  can  match  the  speed, 
ease  of  operation,  and  power  of  CPT  word  processing. 

As  your  needs  grow,  your  economy  model  can  be  upgraded  to 
the  top-of-the-line  in  minutes.  Right  in  your  office. 


Solutions  that 
Work  Together. 


When  your  workload   

demands  that  you  grow  ||s5 
|P    from  one  or  two  CPT 
systems  to  multiple 
workstations,  CPT  can  save  the  cost 
of  duplicating  software,  informa-      CPT  Office 
tion  files,  and  hardware  such  Dialog™ 
as  printers.  System 

The  CPT  SRS45  Shared 
Resource  System  links  up  to  8  CPT 
workstations  together. 

For  larger  offices,  the  CPT  Office  Dialog 
system  enables  many  CPT  systems  to  work 
together  as  a  state-of-the-art  automated  office. 


Solutions  for 
High-Volume 
Workloads. 

Everything  about  the  new  CPT 
Phoenix  "  system  is  geared  for  high 
volume  word,  data,  and  graphic 
information  processing. 

The  "bit-mapped" 
Phoenix  screen,  in 
future  combination 
with  graphic  digitizers 
and  scanners,  has  far-reaching 
implications  for  architectural, 
engineering,  and  in-house  publish 
ing  applications. 
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CPTSRS45 
Shared 
Resource 
System 


CPT  Phoenix  System 
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Call  or  write  for  our  FREE  28-page  booklet,  How 
to  Automate  Your  Office  -  One  Step  at  a  Time™ 
Mail  to  CPT  Information  Service,  P.O.  Box  3900, 
Peoria,  Illinois  61614.  Or  call  800-447-4700. 


Name. 
Title  _ 


Pi 


How  to 
Automate 
Yo  ur  Off  ice- 
One  Step 
at  a  Time. 


Company  _ 
Address_ 


Phone -  

FS-44 

Office  automation  you  can't  outgrew 


Streetwalker 


Three  of  a  kind 

For  the  oil  stocks,  is  there  life  after 
takeover  fever  passes?  Alan  Gaines, 
an  energy  industry  analyst  at  New 
York's  Gaines,  Berland  Inc.,  thinks  so. 
He  is  recommending  a  handful  of  en- 
ergy companies  that  look  good  even 


build  assets — all  to  the  benefit  of  Te- 
soro  shareholders. 

Pioneer  Corp.  This  gas  transmission 
company  with  annual  sales  of  $1  bil- 
lion sold  about  65%  of  its  production 
last  year  and  generated  $5  a  share  in 
cash  flow  and  exploration  expenses.  A 
marginal   distribution   affiliate  has 


Christmas  tree  in  the  oilpatch 

Takeover  targets  aren't  the  only  good  stocks. 


without  the  prospect  of  someone's 
making  a  handsome,  above-market 
offer.  Such  firms  share  steady  cash 
flow,  a  good  record  of  replacing  re- 
serves, and  conservative  accounting 
methods.  Here  are  three  of  Gaines' 
more  appealing  suggestions: 

Felmont  Oil.  This  firm,  with  shares 
listed  on  the  American  Stock  Ex- 
change, has  annual  sales  of  $80  mil- 
lion, a  good  exploration  record,  mini- 
mal debt  and  a  25%  interest  in  a  Ne- 
vada gold  mine.  This  year  earnings 
will  be  the  best  ever,  perhaps  $1.70 
per  share.  Its  stock  currently  trades  at 
around  25.  An  added  plus:  Chairman 
Hadley  Case  owns  46%  of  the  10.4 
million  shares,  and  he's  75.  So  there  is 
always  the  chance  that  the  company 
could  go  on  the  block. 

Tesoro  Petroleum.  Its  Alaskan  refin- 
ery, the  only  one  on  the  Kenai  Penin- 
sula, has  a  long-term  contract  to  sup- 
ply the  military  and  a  call  on  the 
state's  royalty  oil.  With  annual  sales 
of  $2.5  billion,  Tesoro  boasts  a  strong 
balance  sheet  that  includes  about  $5 
of  cash  for  each  of  its  19.3  million 
fully  diluted  shares.  They  now  trade 
for  close  to  16.  Financially  struggling 
Charter  Co.  owns  29%  of  Tesoro's 
stock.  So  if  Charter  needs  to  raise 
cash,  it  might  sell  the  position  back  to 
Tesoro.  Such  a  deal  could  reduce  cap- 
italization,   improve    earnings  and 


been  spun  off,  and  Texas-based  Pio- 
neer's 37.5  million  shares  trade  on  the 
NYSE  at  around  25,  30%  less  than 
estimates  of  asset  value.  A  final  lure  is 
an  8.6%  holding  in  Louisiana  Land  & 
Exploration,  with  a  market  value  of 
about  $100  million. — Thomas  Jaffe 

Minimum  wage 

A  preliminary  tabulation  shows  that 
four  of  the  dealmakers  in  the  Gulf 
takeover  (Penn  Central,  Morgan  Stan- 
ley, Salomon  Brothers  and  Merrill 
Lynch)  will  split  at  least  $100  million 
for  their  work.  Where,  indeed,  are  the 
customers'  yachts? — T.J. 

Amax  for  sale? 

As  a  result  of  the  Gulf-SoCal  deal, 
Amax  Inc.,  the  mighty  mining  outfit, 
becomes  a  stock  to  watch.  SoCal  has 
twice  tried  to  take  over  Amax  but 
remains  a  "stuckholder"  with  19.5%. 
Now  there's  a  good  chance  the  SoCal 
block  will  be  sold,  since  the  oil  giant 
needs  cash  for  its  Gulf  deal.  Mean- 
while, British  Petroleum's  6.5%  of 
Amax  is  also  up  for  sale. 

Amax  may  be  too  poor  to  buy  back 
these  shares.  It  has  lost  money  for  two 
years  and  has  lots  of  debt.  Will  some- 
one else  bid  for  control?  Will  there  be 
a  friendly  merger?  Anything  is  possi- 


ble— especially  with  Amax  now  trad- 
ing below  30,  down  from  nearly  70 
two-and-a-half  years  ago. 

Why  buy  unprofitable,  indebted 
Amax?  It  is  one  of  the  world's  great 
treasure  troves  of  minerals. — T.J. 

Beyond  the  courtroom 

Money  manager  George  Soros,  one  of 
The  Street's  stars,  has  scored  big  on 
Chicago  Milwaukee  Corp.  Its  shares 
are  selling  at  $126  and  Soros  started 
buying  when  prices  were  less  than 
half  that.  Now,  however,  Soros  is  put- 
ting some  of  his  money  into  Manville 
Corp.  He  recently  acquired  6.4%  of 
Manville's  24  million  shares  for  his 
offshore  fund. 

Soros  won't  come  to  the  telephone, 
but  smart  Randall  Smith  of  Bear, 
Stearns  has  a  pretty  good  idea  why 
Soros  likes  Manville.  As  a  matter  of 
fact,  Smith's  firm  has  been  in  the 
stock  since  its  bankruptcy.  Smith 
thinks  insurance  proceeds  will  cover 
the  $600  million  worth  of  asbestos 
claims  Manville  has  already  settled. 
For  the  future,  he  believes  the  build- 
ing products  concern  can  buy  retroac- 
tive insurance,  much  as  MGM  did 
after  its  Las  Vegas  hotel  burned.  Man- 
ville and  an  insurer  would  estimate 
annual  damages.  The  policy's  yearly 
cost  would  be  that,  plus  a  premium  to 
insure  against  further  loss. 

Legal  battles  aside,  Manville  is  ro- 
bust. The  company  has  taken  $116 
million  in  writeoffs,  and  current  cash 
flow  is  nearly  $5  a  share,  which  will 
increase  if  the  housing  market  im- 
proves. Balance  this  against  a  current 
market  price  of  1-1. 

Smith  expects  Manville  to  be  reor- 
ganized by  1986.  He  thinks  equity 
dilution  will  be  minimal  and  that 
earnings  by  then  will  hit  $10  per  cur- 
rent share.  Profits  will  be  untaxed  and 


Insulation  for  mobile  homes 

Warmth for  Manville  shareholders  ? 


64 


FORBES,  MARCH  26,  1984 


No.  2  in  a  Series 


THE  CADILLAC  LEGACY  OF  QUALITY 

and  what  it  can  mean  to  you. 


It's  caring  after  the  sale- 
beginning  with  Cadillac's  new 
"Gold  Key  Delivery  System." 


Just  what  you'd 
expect  from  a 
luxury  leader. 

Cadillac  began 
the  whole  idea 
of  nationwide 
automotive  service  back  in  1926.  It  is  only  fitting,  then, 
that  today  Cadillac  has  inaugurated  the  most  com- 
prehensive delivery  system  in  our  82-year  history  The 
Gold  Key  Delivery  System. 

You  know  your  Cadillac  is  right 
the  moment  you  take  delivery. 

Cadillac's  Gold  Key  Delivery  System  begins  with  a 
thorough  inspection  of  your  vehicle. ..but  that's  not  all. 
You  also  receive  an  orientation  drive  with  your  sales 
representative.  A  thorough  explanation  of  your  new 
Cadillac.  An  audio  cassette  of  important  information. 
And  a  full  tank  of  fuel.  Plus  two  sets  of  23-karat  gold- 
plated  keys  along  with  a  personalized  Gold  Key 
Identification  Card. 

The  Cadillac  Gold  Key  Card  makes  life 
a  little  easier  for  you. 

The  Gold  Key  Card  you 
receive  as  part  of  the 
Gold  Key  Delivery  System 
provides  important  owner 
and  vehicle  information  to 
help  your  service  advisor  schedule  routine 
maintenance  quickly  and  easily.  And  after  you've 
driven  your  first  thousand  miles,  you  can  return  to  your 
dealer  for  a  thorough  vehicle  inspection-at  no  addi- 
tional charge. 

Cadillac  owners  give  us  high  marks  on 
service. 


Cadillac  owners  have 
consistently  ranked  Cadillac's 
quality  of  service  among  the 
best.  That  is  one  reason  why,  for 


35  consecutive  years,  more  Americans  have 
chosen  to  own  Cadillac  than  any  other  luxury  car. 

No  more  tune-ups. 

The  Gold  Key  Delivery  System  and  caring  after  the 
sale  go  hand-in-hand  with  simplified  service.  And 
that's  what  you'll  find  in  every  new  Cadillac.  There 
is  no  carburetor,  so  traditional  tune-ups  are  no 
longer  needed.  On  gasoline-powered  Cadillacs, 
spark  plug  replacement  is  recommended  at 
30,000-mile  intervals  under  normal  operating 
conditions,  and  the  high  energy  electronic  igni- 
tion system  has  eliminated  the  replacement  of 
ignition  points. 

The  Cadillac  Commitment. 

As  always,  the  Cadillac  Commitment  will  remain 
basic  simple 
and  carried 
out  with  you 
in  mind.  You 
have  our 
word  on  it! 


so 


"We  believe  that  when  you  buy  or 

lease  a  Cadillac,  you  deserve 
to  be  treated  like  a  Cadillac  owner. 
And  when  you  take  your 
car  in  for  service,  you  have  the  right  to 
expect  the  type  of  consideration 
traditionally  reserved  tor  Cadillac  owners. 
We  intend  to  keep  that  tradition  alive." 


A  special  book  that  explores  many  interesting  facets 
of  Cadillac  quality  is  yours  for  the  asking. 


Cadillac  Quality 
P.O.  Drawer  30091 
Dept.  FR-0326 
Lansing,  Ml  48909 

Name  


Address . 
City  


State . 


Quality  is  one  of  the  reasons  we  say...  BEST  OF  ALUT'S  A  CADILLAC \W 


Let's  Get  It  Together. ..Buckle  Up. 


Streetwalker 


accented  by  at  least  two  years'  worth 
of  tax-loss  carryforwards.  Equate 
those  earnings  to  $6  after  taxes  and 
peg  Manville's  P/E  ratio  at  5,  vs.  the 
average  IVi  it  carried  before  bankrupt- 
cy. That  makes  for  a  share  price  of 
$30.  Bear,  Stearns  to  George  Soros: 
Welcome  to  the  party.— T.J. 


Pucker  up 

Like  its  famous  Barbie  Doll,  Mattel 
Inc.  is  dressed  for  a  date,  and  maybe 
more  than  just  an  evening  with  Ken. 
The  ailing  California  toymaker  has 
marriage  on  its  mind.  Without  the 
recently  sold  electronics  division, 
which  lost  nearly  $400  million  last 


Mattel's  Barbie  and  friends 

Is  there  a  wedding  in  the  works? 


year,  Mattel  is  unusually  eligible.  Be- 
sides Barbie,  it  also  sells  Hot  Wheels 
cars  and  Masters  of  the  Universe  ac- 
tion figures.  Thomas  Kully  of  Chica- 
go's William  Blair  &  Co.  thinks  the 
toy  business  brought  in  operating 
profits  of  $105  million  last  year  on 
$665  million  in  sales.  In  1984  this 
could  rise  to  $135  million. 

But  as  of  last  month,  Mattel  has  had 
a  $150  million  negative  net  worth, 
mainly  the  result  of  the  electronics 
writeoffs.  The  situation  looks  tailor- 
made  for  a  private  acquisitor,  who 
could  write  assets  up  to  current  mar- 
ket value  without  penalizing  reported 
earnings.  But  there  is  a  sticking  point: 
Estimated  tax-loss  carryforwards  of 
$350  million  may  not  be  usable  out- 
side the  domestic  toy  business.  Al- 
ready the  stock  has  nearly  doubled 
this  year,  so  there  may  be  scant  profit 
left  even  if  there  is  a  takeover. — T.J. 


Tou  again? 

Hot  little  growth  companies,  what 
madness  is  made  in  your  name.  Re- 
member Levitz,  the  furniture  chain 


that  went  public  in  1968,  climbed  to 
70  times  earnings  and  then  collapsed? 
One  of  the  founding  family,  Sidney 
Levitz,  59,  is  out  to  refurbish  the  im- 
age. He  controls  40%  of  California- 
based  Cousins  Home  Furnishings 
Inc.,  which  went  public  in  December. 

How's  Sidney  doing?  Cousins-'  8.2 
million  shares  recently  sold  for  just 
over  13,  down  about  10%  from  their 
offering  price.  The  stock's  supporters 
talk  about  earnings  of  $1.40  a  share  in 
fiscal  1985,  but  fiscal  1984  was  off  to  a 
bad*  start,  with  six-month  earnings 
(through  December)  at  6  cents,  down 
from  10  cents  a  year  ago.  Forewarned 
is  forearmed. — T.J. 


Is  Dow  a  bargain? 

Richard  Derbes  of  Oppenheimer  &. 
Co.  is  high  on  Dow  Chemical.  He 
points  out  that  the  giant's  195  million 
Big  Board  shares  recently  sold  at  29, 
near  their  12-month  low  and  only  a 
10%  premium  to  book  value.  Derbes 
thinks  everything  is  in  place  for  a 
turnaround  in  the  stock. 

Having  throttled  back  its  once  free- 
handed capital  spending,  Dow  will 
have  cut  long-term  debt  from  44%  of 
total  capital  to  about  35%  by  the  end 
of  this  year.  It  has  also  shed  oper- 


dend  and  capital  spending  needs — 
more  than  $200  million  of  net  cash 
flow  in  1983,  perhaps  $400  million 
annually  by  1986. 

If  Derbes'  estimate  is  correct,  Dow 
sells  for  only  8  times  this  year's  earn- 
ings. "That's  one  of  the  lowest  multi- 
ples among  the  big  chemicals  stocks," 
he  says.  "Amazing  when  you  consider 
that  up  until  three  years  ago  Dow 
carried  the  premium  multiple  in  the 
group."  His  conclusion:  "All  the 
groundwork  has  been  laid.  With  a 
visible  turnaround  in  earnings,  this 
stock  is  bound  to  run." — T.J. 


A  ride  on  the  (ex)  railroad 

Since  Carl  Lindner  took  over  as  chair- 
man of  Penn  Central  last  May,  its 
shares  have  risen  more  than  35%. 
They  now  sell  at  42,  15  times  1983 
pre-write-down  earnings.  Why?  Penn 
Central  fans  among  the  institutions, 
which  hold  about  60%  of  stock,  talk 
about  cash  flow.  With  tax-loss  carry- 
forwards that  amount  to  $2.3  billion, 
the  company  will  pay  no  corporate 
income  tax  for  years,  possibly  not  un- 
til 1996.  "The  best  companies  sell  at 
10  to  12  times  cash  flow,"  says  ana- 
lyst Kemp  Fuller  Jr.  of  Moseley,  Hall- 
garten,  Estabrook  &.  Weeden,  "but 


ations,  including  joint  ventures  in  Yu- 
goslavia and  Saudi  Arabia.  In  addi- 
tion, Dow  has  announced  plans  to  sell 
half  of  Dowell,  its  North  American 
oilfield  services  unit,  to  Schlumberger 
Ltd.  for  $440  million.  Lately  Dowell 
has  been  a  huge  moneyloser. 

Earnings  slumped  from  $4.33  in 
1979  to  $1.71  a  share  last  year,  which 
is  why  Dow  shares  are  so  cheap.  But 
Derbes  looks  for  $3.85  this  year.  Bet- 
ter yet,  Dow  is  generating  huge 
amounts  of  cash  over  and  above  divi- 


Penn  Central  is  selling  at  just  over  5 
times  cash  flow." 

The  Mesa  Petroleum  deal  is  a  plus, 
too.  To  help  Mesa  buy  Gulf  shares, 
Penn  Central  put  up  $300  million  and 
got,  in  effect,  a  piece  of  the  action. 
Further,  Penn  Central  is  selling  real 
estate  and  sits  on  about  $100  million 
in  cash.  It  could  use  some  of  this  to 
buy  in  its  stock,  appealing  to  Lindner, 
who  would  boost  his  current  30% 
stake  as  a  result. — Alyssa  A.  Lappen 
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Impeccable  tailoring,  distinctive 
styling  and  superb  Jit  distin- 
guish the  Cricketeer  Commuter  suit, 
tailored  in  a  tropical  weight  blend 
of  55%  polyester  and  45%  worsted  wool 
The  woman's  hopsack  blazer 
and  side  buttoned  skirt 
are  from  the  Cricke- 
teer Tailored 
Woman  Collec 
tion. 


RICKETEE 

Cricketeer.  1290  Ave.  of  the  Americas,  N.Y.  10104.  A  Phillips-Van  Heusen  Company. 


Fast  action  on  hot  lines 
saves  big  money  for 
Florida  Power  &  light. . . 
with  help  from  unique 
technologies  of 
Control  Data. 


uickly  repaired  the  hot  500- 
ilovolt  lines  "barehanded!' 
A  long  search  for  the  trouble 
)ot  would  have  made  it  neces- 
iry  to  shut  down  the  line  and 
art  up  another  power  plant.  That 
ould  have  cost  $200,000 ...  or 
lore ...  for  a  single  repair.  By 
pitting  the  problem  quickly  and 
pairing  the  lines  "live"  the  job 
finished  in  minutes,  not  days, 
a  fraction  of  the  cost. 
^stem-Wide  Savings 
Emergencies  aren't  the  only 
roblems  Control  Data  has  helped 
)lve  at  Florida  Power  &  Light, 
here  are  the  equally  vital  matters 
f  controlling  production  and 
laintenance  costs. 


One  program  enables  FPL  to 
determine  in  advance  whether  to 
produce  surplus  power  and  sell 
it  at  a  profit ...  or  to  buy  it  from 
another  utility  when  the  price  is 
less  than  it  would  cost  FPL  to 
produce  it. 

Another  Control  Data  pro- 
gram monitors  the  more  than 
100,000  pans  and  controls  in  the 
company's  generating  system. 
That  allows  maintenance  to  be 
scheduled  with  a  minimum 
disruption  in  customer  service. 
Training  for  Productivity 

All  this  requires  a  well-trained 
staff  and,  again,  FPL  turned  to 
Control  Data  for  help.  A  special 
simulator  trains  dispatchers  on 


the  proper  handling  of  emer- 
gencies. Other  employees  are 
being  taught  a  broad  range  of 
subjects . . .  using  PLATO®  com- 
puter-based training. 

In  these  and  many  other  ways, 
Control  Data  is  helping  Pete  and 
12,500  other  employees  keep 
Florida  Power  &  Light's  efficiency 
rating  among  the  best  in  the  nation. 

To  learn  about  the  many  unique 
technologies  of  Control  Data 
and  how  they  can  help  improve 
productivity  and  control  costs 
at  your  company,  write  Control 
Data,  RO.  Box  0,  MNB04A-1, 
Minneapolis,  MN  55440  or  *call 
toll-free  1-800-828-8001. 
*In  Minnesota,  call  612-921-4400  ext.  91 


(§  g)  CONTRpL  DATA 


Addressing  society's  major  unmet  needs  as  profitable  business  opportunities. 


The  first  thing  you  notice  as  you  enter  the 
First  Class  Cabin  of  a  Pan  Am  747  or  L-1011 
Clipper®  is  the  extraordinary  feeling  of  space. 

First  In  Comfort. 

And  as  you  settle  into  your  Space  Seat, 
your  Pan  Am  Sleeperette®  Seat,  this  sense  of 
spaciousness  becomes  even  more  impressive. 
There's  space  in  front  of  you,  around  you,  above 
you.  But  above  all,  space  to  give  you  something 
so  very  rare  in  air  travel  today,  a  sense  of  privacy 

First  In  Food  And  Wines. 

And  because  of  the  comfort  so  much  space 
offers,  Pan  Am's  Five  Star  Dining  is  gracious 


dining.  Offering  a  wide  selection  of  international 
entrees  from  the  trolleys.  Served  on  fine  china. 
On  snowy  linen.  And  you'll  whet  your  appetite 
with  some  of  the  world's  most  respected  wines, 
especially  selected  from  the  wines  of  the  world 
by  Pan  Am's  international  wine  consultant. 

First  In  Service. 

Pan  Am  enjoys  a  56  year  tradition  of  fine 
sendee,  impeccable  service.  Truly  First  Class 
from  the  time  you're  welcomed  aboard  till  your 
coat  is  returned.  It  seems,  in  fact,  as  though 
we  invented  luxury  in  the  air.  But  then,  after  all, 
we  did. 

For  reservations  and  information  call  your 
Travel  Agent  or  Pan  Am. 


Pan  Am.^rbu  Can  t  Beat  The  Experienced 


Andy  Lozyniak  turned  his  company 
around.  But  he  isn't  getting  much  respect. 


Failure  to 
communicate 


By  Thomas  O'Donnell 


I'm  a  manager,  not  a  stock  pick- 
er," says  Andy  Lozyniak,  the  bur- 
ly chairman  of  Dynamics  Corp.  of 
America.  "Why  can't  investors  get 
that  straight?" 

You  can't  blame  folks  for  being  con- 
fused, because  the  52-year-old  Lozyn- 
iak seems  such  a  successful  trader. 
Dynamics  has  made  nearly  $23  mil- 
lion on  recent  investments.  In  1980 
Lozyniak  bought  Unitrode  at  about  20 
and  sold  it  for  more  than  40.  Then 
came  General  Semiconductor,  which 
produced  an  unexpected  gain  when 
taken  over  by  Square  D.  Last  year  he 
scored  again  with  CTS  Corp. 

But  he  is  a  manager,  too.  Dynamics, 
a  $150  million-a-year  electrical  equip- 
ment manufacturer,  emerged  from 
bankruptcy  in  1974.  In  1983  earnings 
hit  $14  million,  and  return  on  equity 
is  near  22%,  better  even  than  Emer- 
son Electric.  "Lozyniak  has  worked 
wonders  with  a  schlocky  company," 
says  a  competitor. 

The  Connecticut-based  conglomer- 
ate sells  everything  from  vans  for  X- 
ray  machines  to  Waring  blenders.  And 
as  for  stock-picking,  Lozyniak  insists 
his  investments  were  a  series  of  failed 
acquisitions.  To  make  his  point,  he 
just  agreed  to  buy  troubled  Lionel's 
82%  stake  in  Dale  Electronics  for  $59 
million,  a  price  not  far  below  Dynam- 
ics' $72  million  net  worth. 

That  will  dispose  of  Dynamics'  fat 
cash  position,  which  should  ward  off 
potential  suitors.  But  although  the  ac- 
quisition may  increase  earnings  by 
over  20%,  Wall  Street  is  worried. 
Shares  in  Dynamics  fell  from  $21  to 
$19  after  Lozyniak's  announcement. 

Those  who  know  Dynamics'  boss, 
however,  aren't  worried.  The  com- 
pany was  skidding  out  of  control 
when  Lozyniak  took  over  in  1970. 


There  were  22  disparate  divisions  and 
$50  million  in  total  debt.  He  had  paid 
back  $10  million  by  mid- 1972.  But 
banks,  Lozyniak  claims,  suddenly 
seized  cash.  Five  days  later  Dynamics 
filed  for  protection  under  Chapter  1 1 
and  was  tossed  off  the  Big  Board. 

For  the  next  decade,  Lozyniak,  who 
grew  up  on  a  farm  in  then-rural  West- 
port,  Conn.,  struggled  to  cut  costs  and 


complementary  personalities  are  part 
of  Dynamics'  style.  "I  believe  two- 
man  operations  are  always  best,  so 
our  divisions  run  that  way,"  explains 
Lozyniak.  "When  I'm  off  the  wall,  Ed 
calms  me  down." 

An  agricultural  engineer,  Lozyniak 
once  knew  little  about  finance.  Now 
he's  a  disciple  of  cash  flow.  That's 
why  he  likes  his  Ellis  &  Watts  divi- 
sion. It  makes  vans  for  transporting 
CAT  scanners,  and  it  accounts  for  al- 
most 18%  of  Dynamics'  sales  and 
65%  of  operating  earnings.  Prospects 
also  look  good,  since  mobile  scanners 
help  hospitals  share  equipment. 

One  of  Lozyniak's  main  objectives 
is  to  lessen  the  company's  tie  to  the 
business  cycle.  He  has  tried  to  shift 
the  Waring  division  toward  commer- 
cial markets.  So  far  that  has  helped 
increase  earnings,  even  though  sales 
were  down  1 1  %  last  year. 

The  three  problem  areas,  however, 
are  subsidiaries  that  sell  heavy  farm 
equipment,  temperature  control  de- 
vices and  generators — all  cyclical  op- 
erations. Two  of  these  businesses 
barely  broke  into  the  black  last  year, 
and  Dynamics'  farm  machine  divi- 
sion lost  $1.5  million.  But  Lozyniak  is 


Dynamics  Corp.  's  Andrew  Lozyniak  and  Edward  Mooney 
Wearing  belts,  suspenders — and  raincoats,  too. 


automate.  He  dumped  15  divisions, 
cleaned  up  the  balance  sheet  and  set  a 
frugal  tone.  "The  bigger  this  company 
gets,"  he  vows,  "the  fewer  employees 
it  will  have." 

Now,  for  example,  Dynamics  oper- 
ates out  of  just  6,000  square  feet  of 
leased  space  and  has  a  headquarters 
staff  of  15.  "Not  15  executives,  15 
people,"  Lozyniak  emphasizes. 

Lozyniak  works  in  tandem  with 
Vice  Chairman  Edward  Mooney,  who 
has  a  background  in  finance.  Their 


working  to  cut  costs  and  improve 
management.  Anemostat,  his  con- 
trols subsidiary,  has  had  three  presi- 
dents in  four  years. 

For  the  future,  Lozyniak  wants  to 
move  deeper  into  electronics.  That's 
why  he  is  buying  Dale.  Even  though 
the  move  will  increase  sales  by  more 
than  50%,  it  still  leaves  Dynamics 
with  a  piddling  5%  debt-to-equity  ra- 
tio. "We  hold  up  our  pants  with  sus- 
penders, a  belt  and  some  other  device 
whenever  possible,"  says  Lozyniak.  ■ 
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Despite  the  carnage  in  videogames,  mar- 
ket-savvy companies  will  prosper.  How?  By 
selling  to  adults,  not  kids. 

Coming  of  age  in 
outer  space 


By  Anne  Bagamery 

Iast  year  50%  fewer  videogames 
_  were  sold  than  in  1982,  and  the 
I  arcade  business  is  off  40%  from 
its  1981  peak.  Coleco,  Warner  Com- 
munications' Atari  and  Activision 
were  among  the  big  losers.  Does  this 
mean  the  business  is  dying?  That  kids 
have  tired  of  turning  lasers  on  aliens 
from  outer  space  and  are  returning  to 
the  library? 

Nope,  not  at  all.  But  the  market  is 
changing.  Arcades  are  still  where 
games  develop  a  following.  Yet  an  in- 
creasing number  of  videogames  are 
played,  not  on  arcade  machines,  but 
on  home  computers — where  parents, 
not  schoolchildren,  decide  which 
games  to  buy. 

That  helps  explain  why  sales  of 
"dedicated"  game-players,  $100-to- 
$300  machines  that  do  nothing  but 
project  game-grids  on  a  television 
screen,  fell  by  50%  in  1983.  The 
number  of  homes  with  multipurpose 
home  computers  has  increased  rapid- 
ly. Such  homes  are  a  vast  market  for 
games,  as  well  as  for  other  forms  of 
software.  The  number  of  households 
that  will  have  such  computers  by 
1990  has  been  projected  at  41  million, 
or  45%  of  the  total  number  of  house- 
holds, up  from  about  9  million — or 
over  10% — now. 

Games  selling  well  to  adult  buyers 
have  educational  underpinnings,  so 
kids  can  enjoy  them  without  making 
mom  and  dad  feel  guilty.  All  the  big 
home  computer  makers  are  increas- 
ing their  offerings  of  games  that  enter- 
tain as  well  as  instruct. 

One  of  the  most  popular  is  Julius 
Erving  and  Larry  Bird  Go  One  on  One, 
made  by  Electronic  Arts.  It  demon- 
strates basketball  skills  while  letting 
the  player  rack  up  points.  Spinnaker 
Software  Corp.  has  done  well  with 


math  and  language  games.  The  Learn- 
ing Co.,  a  small  Menlo  Park,  Calif, 
software  publisher,  and  textbook  pub- 
lisher Addison-Wesley  have  started  a 
joint  venture  to  bring  The  Learning 
Co.'s  educational  games  into  the 
classroom.  Look  for  more  such  ven- 
tures and  partnerships. 

In  addition,  "interactive"  video- 
games have  been  developed  that  allow 
players  to  change  the  shape,  speed  and 
sound  of  the  game  as  they  play.  Popu- 
lar games  are  Broderbund  Software's 
interactive  Space  Invaders-like  game 
and  Sierra  On-Line's  Ultima,  a  fanta- 
sy role-playing  game  roughly  similar 
to  the  board  game  Dungeons  and 
Dragons. 

"The  interactive  players  tend  to  be 


teenagers  or  young  adults  who  are 
bored  with  the  old  arcade  games  be- 
cause they've  mastered  them,"  says 
Adil  Zainulbhai,  a  McKinsey  &  Co. 
consultant.  "These  games  represent  a 
new  challenge." 

There  are  also  laser  disk  games  that 
project  real  images  onto  the  screen. 
Bally's  football  game,  for  example, 
uses  actual  NFL  game  footage.  Since 
the  equipment  costs  over  $500,  the 
games  have  yet  to  make  a  splash  in 
the  home  market,  but  some  in  the 
industry  think  prices  will  come  down 
enough  to  create  a  home  market  in 
the  next  couple  of  years. 

Meanwhile,  the  top  ten  videogame 
cartridges,  including  Atari's  Pole  Po- 
sition and  Broderbund's  Lode  Runner, 
continue  to  sell  well  while  ordinary 
games  languish.  Imitations  of  the 
most  popular  arcade  games,  intro- 
duced by  Commodore  and  others, 
have  failed  to  attract  a  following.  "It's 
like  a  record  company  trying  a  knock- 
off  of  Michael  Jackson's  Tlmller,"  says 
an  industry  consultant. 

To  boost  sales,  manufacturers  have 
adapted  their  most  popular  games  for 
competitors'  machines.  A  family  with 
a  Coleco  machine,  therefore,  is  hardly 
limited  to  Coleco  games.  This  spells 
further  opportunity  for  the  makers  of 
top-selling  games  by  widening  their 
market. 

The  videogame  market  has  ma- 
tured, but  for  those  companies  able  to 
exploit  the  change,  videogames  are  a 
long  way  from  going  the  way  of  the 
pet  rock.  ■ 


Gambler's  luck 


If  there's  one  universally  adult 
market  for  videogames,  it  is  in 
gambling.  International  Game 
Technology  of  Reno,  Nev.  makes 
video  gambling  machines — poker, 
blackjack  and  slots.  IGT  sells  or 
leases  the  machines  to  casinos, 
which  sometimes  take  a  percent- 
age— less  payout — of  the  nickels, 
dimes,  quarters  and  silver  dollars 
that  low-rollers  pump  into  the  ma- 
chines. Despite  a  3%  drop  in  dollar 
sales  in  1983  due  to  falling  ma- 
chine prices,  and  competition  from 
much  bigger  Bally,  IGT's  earnings 
rose  12%,  to  $8.6  million,  or  $1.08 
per  share.  "Once  you've  sold  a  casi- 
no, you  don't  have  to  sell  it  again," 
says  IGT  President  J.  George 
Drews.  "The  machines  more  than 
pay  for  themselves." 

IGT  recently  introduced  a  line  of 
video  lottery  machines,  which  let 


IGT  President  J.  George  Drews 


players  select  their  numbers  and 
immediately  see  whether  they 
have  won.  Several  cities  in  Nebras- 
ka have  placed  orders.  State  lotter- 
ies take  in  $5  billion  a  year 
(FoRBES,/<m  16),  so  there  is  plenty 
of  room  for  video  growth.  Drews 
thinks  sales  of  video  lottery  ma- 
chines could  account  for  a  third  to 
a  half  of  IGT's  sales  by  1990.— A.B. 
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THIS  COULD  SAVE 
YOUR  LIFE. 

BUT  YOU  CANT  HAVE  IT. 


)day  people  diecwho  shouldn't 
ive.  People  whovould  have  been 
ved  by  air  bags 

In  an  accident,  ir  bags  automat- 
ally  provide  a  cishioning  buffer 
itween  you  and  he  car.  They  pro- 
ct  occupants'  neks,  heads  and 
ces  from  flying  ,rlass  and  other 
hbris.  They're  rnst  effective  in 
ant  and  front-agle  collisions, 
e  deadliest  kinls  of  crashes. 
Today  you  can  have  this  pro- 
ction.  Except  fr  a  few  luxury 
lports,  cars  wh  air  bags  are  not 
ailable. 

The  auto  indutry  has  opposed  air 
igs  for  years.  T.ey  claim  they  would 
i  st  twice  what  le  government's 
dependent  exprts  have  testified, 
nd  they  say  ca  buyers  don't  want 


to  pay  for  the  extra  protection  air 
bags  provide. 

We  think  they're  wrong. 

In  the  property  and  casualty 
insurance  industry,  we've  studied 
air  bags  for  a  long  time.  Experts  tell 
us  they  would  prevent  thousands  of 
deaths  a  year,  and  eliminate  hun- 
dreds of  thousands  of  serious  injuries. 

How  much  would  air  bags  actually 
cost?  As  standard  equipment,  they 
would  add  about  three  percent  to  the 
price  of  the  average  automobile.  It 
sounds  like  a  bargain,  and  it  is. 

Right  now  in  Washington,  Secre- 
tary of  Transportation  Elizabeth  H. 
Dole  is  reviewing  possible  safety 
requirements  for  all  new  cars.  And 
most  car  companies  are  trying  to 
keep  air  bags  right  where  they  are 


today.  Nowhere. 

Do  something  about  it  while 
there's  still  time. 

Send  for  a  free  copy  of  our  new  re- 
port, Air  Bags:  A  Matter  of  Life  or 
Death.  It  sums  up  the  latest  facts  and 
tells  how  you  can  get  involved. 

Help  save  air  bags  and  help  save 
lives.  One  could  well  be  your  own. 


Insurance  Information  Institute 
110  William  Street 
New  York,  NY  10038 

Please  send  me  a  free  copy  of  Air  Be 
A  Matter  of  Life  or  Death. 

igs: 

Name 

Address 

City  State 

Zip 

X4  j 

iii 


Insurance  Information  Institute 

A  nonprofit  action  and  information  center 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 

The  otfer  is  made  only  by  the  Prospectus  Supplement  and  the  related  Prospectus. 


New  Issue  /  February  23, 1984 

$1,250,000,000 

Travelers  Mortgage  Securities  Corporation 

GNMA/FNMA-Collateralized  Obligations,  Series  1984-1 

The  GNMA  and  FNMA  Certificates  pledged  to  secure  the  Bonds  are  "fully  modified  pass-through" 
mortgage-backed  certificates  guaranteed  as  to  full  and  timely  payment  of  principal  and  interest 
by  GNMA  and  FNMA,  respectively,  which  guarantee  in  the  case  of  the  GNMA  Cer:ificates 
only  is  backed  by  the  full  faith  and  credit  of  the  United  States. 

Although  payments  on  the  GNMA  and  FNMA  Certificates  securing  the  Bonds  are  guaranteed  by  GNMA 
and  FNMA,  respectively,  the  Bonds  represent  obligations  solely  of  the  Issuer,  and  are  not  irlsu red  or 
guaranteed  by  GNMA,  FNMA  or  any  other  government  agency  or  by  The  Travelers  Corporation 
or  any  other  person  or  entity.  The  Issuer  will  have  no  significant  assets  other  trian  those 

pledged  as  collateral  for  the  Bonds. 

$270,000,000  10.625%  Class  A  ,  to  be  fully  paid  by  March  1 ,  1 987  @  993375% 
$455,000,000  12.000%  Class  Z-1,  to  be  fully  paid  by  September  1,  1997  @  100.0000% 
$375,000,000  12.000%  Class  C  ,  to  be  fully  paid  by  September  1 ,  2000  @  96.4062% 
$150,000,000   12.000%  Class  Z-2,  to  be  fully  paid  by  March  1,  2014        @  84.5000% 

(and  accrued  interest  from  March  1,  1984) 


Copies  of  the  Prospectus  Supplement  and  the  related  Prospectus  may  be  obtained 
in  any  State  in  which  this  announcement  is  circulated  only  from  such  of  the 
undersigned  as  may  legally  offer  these  securities  in  such  State. 


Salomon  Brothers  Inc 


Blyth  Eastman  Paine  Webber  The  First  Boston  Corporation    Goldman,  Sachs  &  Co. 

Incorporated 

Lehman  Brothers  Kuhn  Loeb  Merrill  Lynch  Capital  Markets    Morgan  Stanley  &  Co. 

Incorporated  Incorporated 


Bear,  Stearns  &  Co. 
E.  F.  Hutton  &  Company  Inc. 
Prudential-Bache 

Securities 

Shearson,' American  Express  Inc. 
Thomson  McKinnon  Securities  Inc. 


A.  G.  Becker  Paribas 

Incorporated 


Donaldson,  Lufkin  &  Jenrette 

Securities  Corporation 

Kidder,  Peabody  &  Co. 

Incorporated 

L.  F.  Rothschild,  Unterberg,  Towbin 
Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 

Dean  Witter  Reynolds  Inc. 


What  hath  Joe  Flavin  wrought  at  Singer? 
Much  more  than  Wall  Street  realizes. 


Singer 
a  sleeping 
beauty? 


By  Subrata  N.  Chakravarty 

F|  OR  THOSE  OF  US  OVER  50,  the 
name  Singer  and  its  once  ubiq- 
uitous sewing  machines  were 
part  of  the  American  landscape — the 
global  landscape  even,  because  Singer 
was,  along  with  International  Har- 
vester, one  of  the  first  U.S.  multina- 
tional corporations. 

But  what  went  wrong  with  Singer  is 
less  interesting  than  what  Joe  Flavin 
has  done  to  restore  it,  if  not  to  the  first 
rank  of  U.S.  corporations,  at  least  to  a 
prominent  place  in  the  second  tier. 

When  Joseph  B.  Flavin  left  Xerox  to 
take  command  at  Singer  Co.  late  in 
1975,  Singer  had  become  a  conglom- 
erator's  fantasy,  or  nightmare.  Its 
portfolio  included  a  lake,  a  housing 
developer,  a  catalog  retailer,  makers 
of  electronic  cash  registers  and  air 
conditioners,  as  well  as  defense  elec- 
tronics. Most  of  these  businesses 
were  losing  money,  and  Singer  had 
run  up  $1  billion  in  debt.  Singer's 
$400  million  writeoff  in  1975  was  one 
of  the  largest  of  the  decade. 

Although  it  was  not  yet  obvious  to 
everyone,  and  least  of  all  to  Singer's 
sewing  executives,  the  sewing  busi- 
ness was  becoming  threadbare,  too. 
"They  really  didn't  believe  what  was 
happening  in  the  market,"  Flavin  says 
now.  In  1978  Singer  began  losing 
money  on  sewing  machines,  first  in 
the  U.S.  and  later  in  Europe  as  well. 
"If  there  is  a  smokestack  industry,  it's 
sewing  machines,"  Flavin  says.  "The 
sewing  machine  is  130  years  old.  Any- 
body can  make  one.  They're  made  all 
over  the  world.  The  patents  are  all 
gone.  You  don't  have  anything  unique 
and  you  have  little  growth." 

Here  was  a  dying  sewing  machine 
company  that  had  already  squandered 
its  reserves  on  silly  diversification. 
Yet  Flavin  has  refashioned  it  into  an 


aerospace  and  electronics  giant.  In 
1982,  for  the  first  time  in  Singer's 
history,  sewing  machine  revenues 
were  overtaken  by  aerospace  and  de- 
fense electronics.  Last  year,  sewing 
machine  sales  dropped  to  $700  mil- 
lion, or  28.3%  of  total  revenues.  Rev- 
enues from  aerospace-defense,  by  con- 
trast, more  than  doubled  last  year,  to 
over  $1  billion  from  less  than  $500 


million  in  1978.  "In  a  period  of  about 
five  years,  we've  changed  into  a  high- 
technology  company,"  Flavin  says. 
"Not  without  reverberations,  of 
course.  But  not  many  other  compa- 
nies have  accomplished  it." 

Singer  ended  1983  with  a  2%  de- 
cline in  total  revenues,  to  under  $2.5 
billion.  But  the  company  earned  $30.2 
million,  vs.  a  net  loss  of  $21.8  million 
before  an  extraordinary  credit  in  1982. 
Singer  turned  the  corner  not  a  mo- 
ment too  soon.  In  Forbes'  36th  Annu- 
al Report  On  American  Industry  (see 
Forbes,  Jan  2),  the  company  ranked 
dead  last  in  both  the  household  goods- 
appliances  and  the  aerospace-defense 
industries,  with  a  negative  long-term 
return  on  equity.  It  was  also  at  or  near 
the  bottom  of  both  industry  groups  in 
every  other  measure  of  performance. 
Now  that  the  company  is  making 
money  again,  there's  nowhere  to  go 
but  up. 

Singer's  transition  has  been  turbu- 
lent. Its  first  major  thrust  into  ad- 
vanced technology,  in  the  form  of  its 
Fndcn  subsidiary's  electronic  cash 
register,  cost  Flavin's  predecessor, 
Don  Kircher,  his  job.  There  were 
many  howling  for  Flavin's  scalp,  as 


Singer  Chairman  Joseph  Flavin  and  President  William  Schmied 
Less  sewing,  more  aerospace  and  high  technology. 
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TheTeleVideo  IBM  P 
The  best  hardware  fa 


TeleVideo  versus  IBM.  Make  a  few 
simple  comparisons  and  you'll  find 
there  is  no  comparison. 

RUNS  IBM  SOFTWARE. 

With  theTeleVideo"  IBM  Compatible 
line— PC,  XT  and  portable  com- 
puters—you'll get  the  most  out  of  all 
the  most  popular  software  written 
for  the  IBM"  PC— more  than  3,000 
programs. 

Because  every  TeleVideo  Personal 
Computer  offers  the  highest  level  of 
IBM  compatibility  on  the  market 


THE  BEST  HARDWARE  FOR  THE  BEST  PRICE. 


Features 


Tele- PC 


IBM  PC 


Tele-XT 


IBM  XT 


Monitor 
Screen  Size 
Tilt  Screen 
Quiet  Operation 
Memory 

Graphics  Display 

(640x200  resolution) 
Printer  Port 
Communication  Port 
MS™  DOS/BASIC" 
System  Expansion  Slot 
RGB  and  Video  Port 


YES 
14" 
YES 
YES  (NO  FAN) 
128K 

YES 


YES 
YES 
YES 
YES 
YES 


OPTIONAL 
12" 
NO 
NO 

128K  OPTION 

OPTIONAL 

OPTIONAL 
OPTIONAL 
OPTIONAL 

YES 
OPTIONAL 


YES 
14" 
YES 
YES 
256K 

YES 

YES 
YES 
YES 
YES 
YES 


OPTIONAL 
12" 
NO 
NO 

256K  OPTION 
OPTIONAL 

OPTIONAL 

YES 
OPTIONAL 

YES 
OPTIONAL 


Typical  System  Price 


$2995 


$3843 


$4995 


$5754 


ompatibles. 
le  Best  softwane. 


ind  has  the  standard  —  not  optional 
-features  you  need  to  take  full 
idvantage  of  every  job  your  software 
:an  do. 

itudy  the  chart  at  the  left.  It 
>roves  that TeleVideo— not  IBM  — 
)ffers  the  best  hardware  for  the 
)est  price. 

vlote  that  TeleVideo 's  ergonomic 
uperiority  over  IBM  extends  from 
ully  sculpted  keys  and  a  comfort- 
ibie  palm  rest  to  a  14-inch,  no  glare 
creen  that  tilts  at  a  touch. 

THE  BEST  MICROCHIPS. 

/Vhat  is  perhaps  most  impressive 
ibout  the  TeleVideo  IBM  PC  Com- 
)atible  can  be  found  deep  within 
ts  circuitry.  We  use  the  same  8088 
:entral  processing  unit  that  runs  an 
BM  PC.  But  we  also  employ  new 
/LSI  (Very  Large  Scale  Integration) 
nicrochips  that  are  designed  and 
built  exclusively  for  TeleVideo. 

 1  hese  interface  more 

fc^^/^    efficiently  with  the 

■    powerful  8088  and  yield 
PjaSB     numerous  benefits. 

W  *f  For  example,  our  tiny 
custom  chips  do  the 
work  of  many  of  the  larger, 
more  expensive  circuit  boards  in 
in  IBM  PC.  So  we  can  offer  a  com- 
pter system  that  comes  in  one 
ittractive,  integrated  case,  is  ready 
o  run  and  occupies  less  desk  space. 
^  computer  that  edges  out  IBM's 
idded-cost  component  system  for 
eliability  ease  of  service  and 
>urchase  simplicity. 

ewer  circuit  boards  to  cool  also 
illowed  us  to  eliminate  the  noisy, 
rritating  fan  IBM  and  most  other 
'Cs  force  you  to  put  up  with.  And 
eleVideo  compatibles  accept 


THE  BEST  PORTABLE  FOR  THE  BEST  PRICE. 


Features 

TPCII 

COMPAQ 

High  Capacity  Storage 

YES 

NO 

2nd  Disk  Drive 

YES 

OPTIONAL 

Quiet  Operation  (No  Fan) 

YES 

NO 

Ergonomic  Display 

YES 

NO 

Communication  Port 

YES 

OPTIONAL 

International  Power  Supply 

YES 

NO 

MS™  DOS  2.11 

YES 

NO 

Graphics  Display 

YES 

YES 

Typical  System  Price 

$2995 

$3710 

any  IBM  hardware  options  without 
modification. 

THE  BEST  LINE. 

But  the  Tele-PC  is  only  one  element 
of  the  TeleVideo  IBM  PC  Compatible 
line. 

The  TeleVideo  XT  is  the  best  hard- 
ware for  users  of  popular  IBM  XT 
software  who  would  appreciate  an 
extra  10  megabytes  of  storage 
capacity  along  with  the  advantages 
listed  on  the  preceding  chart. 

As  the  chart  above  demonstrates,  our 
portable  IBM  compatible  computer, 
theTPC  II,  is  far  and  away  better  hard- 
ware than  COMPAQ™  Better  hard- 
ware—standard—at a  better  price. 


THE  BEST  MANUFACTURER. 

The  TeleVideo  IBM  PC  Compatible 
line  is  made  by  the  world  leader 
in  multi-user  computer  systems 
and  the  number  one  independent 
manufacturer  of  terminals. 

Our  compatibles  are  available 
at  participating  ComputerLand  and 
Entre  (call  800-HI-ENTRE)  dealers 
or  you  may  call  800-538-8725  for  the 
dealer  nearest  you.  In  California, 
call  408-745-7760.  

Before  you  invest,  make  a  few 
simple  comparisons.  You'll  find  that 
TeleVideo- not  IBM  or  COMPAQ 
—  has  the  best  hardware  for  the  best 
software.  At  the  best  price. 


IHM  is  ,i  registered  trademark  <»t  Inti 
MS  is  ,i  tr.irlrm.irk  ot  Mil  r<  >Sc  lit  C(  ir| 
trademark  ot  Mu  roSoit  Corixiratioi 
rOMI'At  i  Computer  O  >r|>.  ir.ii  ion 


■national  Business  Machines 
nation  CWHasu  is  a  registered 
COMPAQ  is  ,i  trademark  ot 


TeleVideo 

Personal  Computers 


TeleVideo  Systems,  Inc. 


well,  when  he  decided  to  drastically 
shrink  the  sewing  business  at  a  cost  of 
$130  million  in  writeoffs. 

Flavin  brought  impressive  creden- 
tials to  the  job.  He  was  an  executive 
vice  president  in  charge  of  Xerox'  in- 
ternational operations  (after  a  14-year 
stint  leading  to  the  position  of  con- 
troller at  IBM  World  Trade  Corp.) 
when  the  telephone  call  from  Singer 
came  in  late  1975.  Flavin  moved  into 
an  apartment  at  mid-Manhattan's 
Dorset  Hotel,  only  four  blocks  from 
Singer's  headquarters,  and  plunged 
into  his  new  job,  working  13  to  14 
hours  a  day,  six  and  seven  days  a 
week.  Flavin  did  a  lot  of  talking  and 
ego-boosting.  Singer's  aerospace  man- 
agers were  especially  unhappy  be- 
cause they  believed,  rightly,  that  they 
had  been  considered  second-class  citi- 
zens by  the  rest  of  the  company.  The 
sewing  executives,  on  the  other  hand, 


saw  no  need  to  make  any  changes  at 
all  in  the  business.  Change  Singer? 
How  dare  you? 

Flavin  kept  his  cool.  "You  can't  get 
mad  at  people  who  have  their  own 
culture,"  he  says.  "Most  of  them  had 
spent  their  lives  here  and  learned 
strictly  from  inside  of  Singer.  They 
were  insulated,  very  much  inward- 
looking.  What  you  needed  to  do  was 
hire  some  people  to  help  them." 

As  more  American  and  European 
women  took  jobs,  they  had  less  time 
for  sewing.  Rising  costs  forced  cloth- 
ing manufacturers  to  the  low-wage 
Far  East.  So  clothing  prices  actually 
rose  less  than  the  overall  inflation 
rate,  which  further  blunted  the  incen- 
tive to  sew  at  home.  American  wom- 
en bought  3  million  sewing  machines 
in  1973,  and  roughly  1.2  million  in 
1982.  Imported  from  the  Far  East,  ma- 
chines comparable  with  Singer's  cost 


30%  to  50%  less  by  1977.  "We  were 
dumb,"  says  Flavin.  "The  last  of  our 
competitors  to  produce  a  machine  in 
the  U.S.  was  what  is  now  White  Con- 
solidated, and  they  stopped  in  1957 
and  went  to  Asia.  There  we  were  in 
1979,  still  producing  in  the  U.S.  and 
Europe." 

Flavin  decided  to  shrink  the  sewing 
machine  business.  He  announced  a 
$130  million  reserve  for  closing  near- 
ly all  of  Singer's  U.S.  and  European 
manufacturing  plants.  The  company 
would  spend  an  additional  $50  mil- 
lion to  close  over  1,600  company- 
owned  stores,  or  convert  them  to  out- 
sider-owned dealerships. 

It  was  shock  treatment,  but  it 
worked.  Says  Robert  ].  Lynch,  now 
Singer's  senior  vice  president  for  ad- 
ministration: "Before,  the  aerospace 
operations  were  outside  the  Singer 
family,  a  sort  of  adjunct  to  the  organi- 
zation." No  more.  Flavin  realized  that 
people  needed  hand-holding  at  a  time 
of  such  cataclysmic  change.  He  ex- 
plained every  decision  and  its  ratio- 
nale, invited  criticism  and  suggestion 
and  patiently  listened  to  it  all.  "The 
message  did  get  across,"  Lynch  says  of 
middle  management,  "that  they  had 
an  important  role  to  play." 

Flavin  had  already  found  Singer's 
future  in  the  tiny  electronics  divi- 
sions of  Singer's  General  Precision 
subsidiary  (which  has  now  been  dis- 
solved). His  predecessor  had  acquired 
General  Precision  in  1968.  It  was  a 
mishmash  but  with  some  promising 
products.  In  aerospace,  its  Link  Flight 
Simulation  division  is  the  world  lead- 
er in  its  field,  with  more  than  50%  of 
the  flight-simulator  business  (see 
Forbes,  Feb.  27).  Its  biggest  single  pro- 
gram is  for  the  B-52  Weapons  Systems 
Trainer,  which  trains  not  only  pilots 
but  also  flight  crews  for  all  aspects  of 
their  mission.  The  flight  simulation 
division  also  builds  simulators  for 
tanks — the  West  German  Leopard  and 
the  British  Chieftain — and  submarine 
command  and  control  trainers  for  the 
U.S.  Navy. 

Singer  has  taken  Link's  simulation 
abilities  beyond  military  applications, 
aircraft  and  spacecraft.  A  brainchild  of 
Singer  President  William  Schmied, 
the  Link  Simulation  Systems  division 
has  become  the  world's  principal 
builder  of  simulators  for  complex 
plants,  which  replicate  the  control 
rooms  of  industrial  plants  to  train  op- 
erators. Link  has  built  more  than  50 
simulators  for  nuclear  and  fossil-fired 
power  plants,  for  example.  Flavin: 
"Wherever  there  is  an  extremely  ex- 
pensive plant  that  would  cost  a  lot  of 
money  if  it  shut  down,  buying  a  simu- 
lator is  the  best  insurance  policy  you 


"It  seams  so  good" 


Elias  Howe,  the  American  sew- 
ing machine  pioneer,  got  his 
patent  in  1846.  But  it  remained  for 
Isaac  Merritt  Singer  to  banish  the 
glitches  in  Howe's  machine. 

Singer,  barely  literate,  farmed 
and  acted  in  itinerant  Shakespear- 
ean troupes.  While  working  as  a 
machinist  he  came  upon  a  copy  of 
Howe's  machine  and  improved  it 
to  the  extent  that,  in  1851,  he  got 
his  own  patent.  Said  Singer:  "I 
don't  care  a  damn  for  the  inven- 
tion. The  dimes  are  what  I'm 
after."  Actually,  his  partners  got 
dimes  and  Singer  got  dollars.  He 
finagled  them  out  of  their  interest 
for  a  pittance. 

Singer  was  a  corny  but  success- 
ful marketer.  A  typical  advertising 
line:  "Why  is  a  Singer  Sewing  Ma- 
cine  like  a  kiss?  Because  it  seams 
so  good."  At  a  price  above  $100, 
Singer  machines  were  out  of  the 
reach  of  common  folk,  whose  aver- 
age annual  income  in  the  mid- 
1800s  was  around  $500.  But  the 
firm  introduced  hire-purchase,  per- 
mitting customers  to  rent  a  ma- 
chine for  $5  down  with  monthly 
payments  of  $5,  credited  in  part  to 
the  machine's  ultimate  purchase. 

Singer  kept  many  mistresses. 
After  the  notoriety  caused  when 
two  of  his  paramours  found  out 
about  each  other,  Singer  fled  to  Eu- 
rope with  the  younger  sister  of  one 
of  them.  When  he  returned,  in 
1861,  he  became  the  respondent  in 
probably  the  first  "palimony"  suit. 


Easy  TO  Use    -    Easy  TO  Learn    -    EfiSY  TO  8uv. 


He  settled.  By  now  divorced,  he 
married  his  new  French  mistress, 
returned  to  Europe,  and  died  in 
1875  at  the  age  of  63.  His  personal 
life  was  scandalous,  his  business 
ethics  dubious.  He  was  unques- 
tionably virile:  He  fathered  24  chil- 
dren by  five  women.  Of  his  service 
to  housewives  in  providing  them 
with  the  sewing  machine,  biogra- 
pher Peter  Lyon  writes  wryly:  "It 
was  the  gift  of  a  man  who,  to  put  it 
moderately,  must  have  been  aware 
of  the  toil  necessary  to  raise  and 
clothe  a  large  family."— S.N.C. 
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could  have,  because  it  allows  you  to 
train  operators  in  what  to  do  if  a  major 
malfunction  occurs." 

The  Librascope  division,  another 
holdover  from  General  Precision,  is 
the  largest  producer  of  undersea  fire- 
control  systems  for  the  U.S.  Navy. 
Librascope  gear  goes  aboard  practical- 
ly every  American  submarine  and 
many  foreign  ones.  The  Kearfott  divi- 
sion, the  third  of  the  divisions  inherit- 
ed from  General  Precision,  is  one  of 
two  major  firms  in  inertial  guidance 
(the  other  is  Litton).  Kearfott  also  is 
ambitiously  expanding  its  defense 
and  space  business. 

The  HRB-Singer  division  under- 
takes some  of  the  company's  most 
sensitive  work  in  C3I  (command,  con- 
trol, communications  and  intelli- 
gence) in  which  the  U.S.  maintains 
some  of  its  greatest  technological  and 
strategic  advantages  over  the  Soviet 
Union.  HRB,  as  might  be  expected,  is 
expanding  and  diversifying. 

In  1984,  for  the  first  time,  Singer 
will  get  more  than  half  its  revenues 
from  aerospace  and  defense  electron- 
ics. It  will  get  considerably  more  than 
that  of  earnings.  Now  back  in  the 
black  in  the  U.S.  and  Europe,  Singer's 
cut-down  sewing  operations  promise 
to  remain  profitable,  and  to  grow,  es- 
pecially in  Africa,  Asia  and  Latin 
America.  "There  is  no  infrastructure 


to  buy  clothes  in  Mexico  or  Brazil," 
says  Flavin,  exaggerating  a  bit.  "When 
you  walk  out  of  Santiago,  Chile  or 
Lima,  Peru  into  the  country,  the  wife 
makes  the  clothes."  But  Singer  is 
changing  the  way  it  operates.  For  ex- 
ample, in  Latin  America,  except  for 
Brazil  and  Mexico,  Singer  is  closing 
its  stores  and  converting  them  to  in- 
dependent distributorships.  "Why?" 
asks  Flavin  and  answers  his  own  ques- 
tion: "Because  it  is  almost  impossible 
to  make  real  money  in  those  coun- 
tries. You  make  a  profit,  you  record  it. 
Now  you  have  to  get  the  money  out 
before  it  devalues  another  80% ."  How 
does  Singer  finesse  this  problem?  By 
shutting  its  own  operations  and  ex- 
porting machines  from  its  Brazilian 
plant  to  distributors  all  over  Latin 
America  and  the  U.S.  This  limits  its 
exposure  to  economic  instability  and 
currency  problems. 

In  Africa  and  Asia,  Singer  is  enter- 
ing into  joint  ventures  with  local 
companies.  Wise  in  the  ways  of  na- 
tionalism, Flavin  now  offers  to  reduce 
equity  in  exchange  for  concessions.  In 
Indonesia,  for  example,  the  100%- 
Singer  subsidiary  has  been  limited  to 
producing  31,000  machines  a  year. 
When  Singer's  equity  falls  to  70%  lat- 
er this  year,  the  subsidiary  will  be 
licensed  to  make  100,000  machines. 
The  allotment  should  rise  again  when 


Singer  becomes  a  minority  owner. 

Singer's  eclectic  collection  of  acqui- 
sitions has  been  pruned.  The  com- 
pany has  maintained  its  long  and  prof- 
itable relationship  with  Sears,  Roe- 
buck &  Co.  as  a  principal  supplier  of 
Craftsman  portable  power  tools  and 
Kenmore  standup  vacuum  cleaners. 
And  Singer  continues  to  supply  Sears 
and  others  with  wooden  furniture,  an 
old  outgrowth  of  the  sewing  machine 
business.  All  told,  North  American 
consumer  products  (other  than  sew- 
ing) contributed  $535  million  of  Sing- 
er's $2.5  billion  in  revenues  in  1983, 
and  $51  million  of  its  $137.5  million 
of  operating  income. 

Meanwhile,  Singer's  electronics 
technology  is  paying  off  in  by-prod- 
ucts. Singer  has  begun  to  introduce 
microprocessor-controlled  power 
tools  and  a  new  line  of  electronic  sew- 
ing machines  made  in  low-cost,  effi- 
cient plants  in  Brazil  and  Taiwan. 

Profitability?  Flavin's  hard-won  re- 
structuring is  starting  to  show  there. 
Last  year  Singer  earned  $1.52  a  share: 
a  lowly  9%  return  on  shareholders' 
equity,  just  over  1%  net  on  sales.  Net 
this  year  should  double  to  $3  a  share, 
but  the  stock,  at  22,  puts  a  7  P/E  on 
those  earnings.  Better  still,  it  will 
likely  earn  $5  a  share  next  year.  Not 
bad  for  a  company  that  time  almost 
passed  by.  ■ 
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If  you're  planning  to  tour  Europe  this  year,  you  can  \~t 
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venience, and  freedom  to  explore.  Avoid  costly  car 
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The  future  depends 
on  the  creativity 
of  the  present. 

Today,  your  international  bank  must 
be  creative.  Therein  lies  the  strength  of 
tomorrow. 

Creativity  in  the  application  of  all 
resources  available  is  vital  to  finding 
possibilities  where  others  see  problems. 

Deutsche  Bank  offers  this  creative,  yet 
circumspect  approach  to  your  financial 
needs:  based  on  more  than  100  years  of 
experience  in  every  field  of  international 
banking,  the  adaptability  of  our  staff,  and 
our  presence  in  56  countries  around  the 
world.  Plus  the  strength  of  total  assets  of 
more  than  US  $  83  billion,  ranking  us 
among  the  world's  largest  banks. 

Put  us  to  the  test. 


Deutsche  Bank 


Advanced  banking  for  more  than  a  century 
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Peking.  Rio  de  Janeiro,  Santiago,  Sydney.  Tehran.  Tokyo,  Toronto,  Subsidiaries  Geneva, 
Hong  Kong,  London,  Luxembourg,  Singapore,  Toronto,  Zurich 


-NEC 


NBC 


NEC  is  the  title  sponsor  ol  the  Davis  Cup 
and  Federation  Cup  worldwide 


COMPUTER  AND  COMMUNICATIONS 


TECHNOLOGY 

How  NEC  helps  curb  rising  costs 


At  NEC,  we  have 
always  believed  that  auto 
mation  effectively 
raises  productivity 
and  lowers  business 
costs. 

Through  "C&C" 
our  unique  integrated^*** 
computer  and  com- 
munications technology, 
we're  proving  this  to 
be  true. 

Tlie  NEC  digital  EPBX  system, 
based  on  80  years  of  know- 
how  in  the  telecommuni- 
cations field,  illustrates 
this  cost-cutting 
potential.  Utilizing 
the  latest  fiber 
optics  transmission 
techniques,  it  lets 
you  link  voice  and 
data  systems  into 
a  single  cost-effec- 
tive communications 
network- 
accessible 
to  all. 

Computers 
incorporating 
our  own 
advanced 
semiconduc 
tors  plug 
nicely  into  this 
network, 
trimming 
profit-eating 
expenditures 
all  along  the 

■  This  applies 

much  to  ourlarg 


general-pwpose 
computers  and  ASTRA 
business  computers 
as  it  does  to  personal 
computers  like 
PC6000,  8800, 
and  16-bit  APC 
The  NEC  tele- 
'  conference  system 
takes  our  philosophy 
yet  another  step. 
Combining  a  variety 
of  data  processing 
systems  with 
com  m  u  nications 
systems,  it  can 
save  businesses 
millions  of  dollars 
annually— and 
business  people 
thousands  of  hours 
of  needless  travel. 
These  are  only 
a  few  of  over 
15,000  different 
industrial, 
business  and  home 
electronics  products 
manufactured  by  NEC. 
They  spearhead  our 
drive  to  boost 
productivity  and 
curb  costs  by  way 
of  "C&C— a 
concern  shared 
by  our  customers 
in  over  140 
countries. 

NEC 

NEC  Corporation 

PO  Box l.Takanawa, Tokyo, Japan 


Will  Brazil  default,  precipitating  a  financial  crash  that  seriously 
hurts  major  U.S.  banks?  The  danger  is  by  no  means  past,  but  the 
Brazilian  economy  is  showing  surprising  resilience. 


Crisis 
averted? 


By  Norman  Gall 


BETTER  NEWS  IS  COMING  OUt  of 
Brazil  lately.  Wholesale  prices 
are  still  climbing,  but  at  half 
the  extraordinary  rate  (363%)  of  June 
through  October  1983.  Government 
spending  seems  at  last  to  be  coming 


under  control.  Investment  by  Brazil's 
giant  state  corporations,  which  are  re- 
sponsible for  the  lion's  share  of  the 
country's  recent  huge  deficits,  was 
slashed  by  25%  in  1983.  Another  20% 
cut  is  promised  this  year. 

Brazil  was  written  off  as  a  financial 
basket  case  by  pessimists,  but  may  be 


a  lot  healthier  than  they  thought.  As  a 
welcome  consequence,  more  of  the 
nearly  $100  billion  that  Brazil  bor- 
rowed abroad  might  be  salvageable. 

Perhaps  the  most  hopeful  sign  of  all 
is  the  sharp  improvement  in  Brazil's 
export  business,  for  exports  bring  for- 
eign exchange  that  can  be  used  to 


Combine  harvesting  Brazilian  soybeans 

The  recession  today  is  mainly  the  problem  of  Rio  and  Sao  Paulo.  In  the  interior,  farmers  are  doing  well. 
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service  debts.  Drought  in  the 
U.S.  last  summer  and  frost  in 
Florida  in  December  cut 
deeply  into  soybean  and  or- 
ange crops  in  the  U.S.,  ex- 
panding markets  and  raising 
prices  for  Brazil's  soybeans 
and  oranges.  Brazil's  export 
earnings  increased  at  the 
very  moment  the  govern- 
ment was  severely  curtailing 
Brazilian  imports.  Result: 
Brazil  generated  a  $1.3  bil- 
lion trade  surplus  in  January 
and  February,  nearly  four 
times  the  surplus  in  the  first 
two  months  of  1983,  thereby 
bettering  the  odds  that  Brazil 
may  be  able  to  reach  its  am- 
bitious goal  of  a  $9  billion 
trade  surplus  in  1984. 

Heartening  though  it 
would  surely  be,  even  a  $9 
billion  trade  surplus  (on  top 
of  a  $6.5  billion  surplus  last 
year)  would  not  by  itself  be 
enough  to  restore  Brazil  to  a 
state  of  grace  in  the  interna- 
tional banking  system.  In  or- 
der to  resume  interest  pay-   

ments  on  its  foreign  debt  of  nearly 
$100  billion,  Brazil  will  still  need  the 
$6.5  billion  loan  that  was  recently 
extracted  from  its  foreign  creditors 
under  pressure  from  the  International 


Central  Bank  President  Affbnso  Pastore 
Heartening  hopes. 


Monetary  Fund. 

That  jumbo  loan,  which  was  agreed 
to  in  principle  last  November,  is  only 
now  at  the  point  of  being  disbursed. 
One  reason  for  the  delay  is  the  enor- 


mous number  of  banks  in- 
volved (500),  many  of  which 
were  dragged,  kicking  and 
screaming,  into  this  giant 
syndication.  "Paul  Volcker 
and  the  regional  Fed  presi- 
dents were  personally  in- 
volved in  persuading  both 
U.S.  and  foreign  banks  to  join 
the  jumbo  loan,"  says  an  ex- 
ecutive of  one  of  the  New 
York  City  banks  managing 
the  huge  syndication. 

Brazil  will  get  $3  billion  of 
the  promised  $6.5  billion 
loan  this  month.  Even  so,  the 
™  country  remains  hard  up,  and 
the  threat  of  huge  defaults 
that  would  shake  the  U.S. 
banking  system  still  exists. 

Internally,  Brazil  may  face 
further  cuts  in  consumption. 
This  happens  as  a  20-year 
stretch  of  military  rule  is 
slowly  coming  to  an  end,  and 
as  an  unsettling  political 
struggle  begins  over  ground 
rules  for  the  presidential  suc- 
cession in  1985.  Brazil's  con- 

  gress  reconvenes  this  month. 

By  way  of  prelude,  big  street  demon- 
strations in  favor  of  direct  presiden- 
tial elections — which,  in  fact,  the 
military  government  still  resists — 
have  been  taking  place  in  every  major 
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Brazilian  city. 

Thus,  the  American  and 
other  foreign  banks  that  have 
lent  money  are  by  no  means 
out  of  the  Brazilian  woods, 
and  continuing  debt  resched- 
uling and  scaling  down  of 
payments  will  be  required  for 
several  years. 

Still,  things  are  looking  up. 
Despite  high  inflation,  how- 
ever, most  of  the  130  million 
people  in  Brazil  continue  to 
produce  and  consume  as  they 
have  in  the  recent  past.  You 
can't  travel  through  the  interior  with- 
out being  impressed  by  how  undis- 
turbed many  communities  are  by  the 
nation's  financial  crisis. 

"Brazil's  recession  today  is  mainly 
the  problem  of  Rio  de  Janeiro  and  Sao 
Paulo,"  says  Carlos  Antonio  Rocca, 
former  head  of  the  University  of  Sao 
Paulo's  Economic  Research  Institute 
and  now  president  of  Mappin,  Sao 
Paulo's  biggest  department  store. 
"Production  has  collapsed  in  the  cap- 
ital goods  industry,  based  mainly  in 
Sao  Paulo,  and  consumer  durables 
again  are  hurting  badly.  But  in  the  rest 
of  the  country  incomes  are  strongly 
linked  to  agriculture,  and  farmers  are 
doing  well." 

At  the  center  of  Brazil's  efforts  to 
regain  control  of  its  economy  is  Af- 


Brazil,  written  off  as  a  financial 
basket  case  by  pessimists,  may  be  a 

lot  healthier  than  they  thought. 
Perhaps  the  most  helpful  sign  of  all 

is  the  sharp  improvement  in  its 
export  business,  for  exports  bring 
foreign  exchange  that  can  be  used 
to  service  debts. 


fonso  Celso  Pastore,  the  new  Central 
Bank  of  Brazil  president,  who  is 
emerging  as  the  key  figure  in  the  most 
critical  element  of  all,  the  govern- 
ment's anti-inflation  program.  This 
44-year-old,  bespectacled  econometri- 
cian,  with  bushy  gray  hair  and  a  big 
moustache,  has  a  reputation  for 
toughness  and  good  sense.  He  ex- 
plained to  Forbes  in  the  following 
interview  how  he  is  trying  to  put  Bra- 
zil's internal  finances  in  order. 

Brazil  is  one  of  the  few  countries  in  the 
world,  rich  or  poor,  that  has  failed  to 
increase  its  tax  burden  since  1970.  In 
Brazil,  however,  tax  revenues  have  de- 
clined sharply  since  the  country  started 
borrowing  heavily  abroad  during  the 
mid-Seventies.  In  other  words,  you  were 
financing  your  welfare  state  with  foreign 


Ivnrowing,  much  as  the  L;.S.  is 
doing  right  now. 
Pastore:  In  recent  months  we 
have  passed  a  number  of  new 
taxes  and  drastically  cut  sub- 
sidies. In  1983  federal  gov- 
ernment spending  declined 
by  20%  in  real  terms.  We  are 
concentrating  our  new  tax- 
ation on  financial  institu- 
tions, which  are  the  most 
profitable  part  of  the  econo- 
my in  recent  years. 

However,  to  prevent 
crowding  out  of  Brazil's  pri- 
vate sector,  we  must  [further]  reduce 
the  government's  pressure  on  the  fi- 
nancial markets  to  finance  its  defi- 
cits. In  1982  the  government's  operat- 
ing deficit  was  around  6.8%  of  the 
national  product.  By  the  end  of  1983  it 
was  down  to  2.5%,  which  is  slightly 
below  the  target  we  negotiated  with 
the  International  Monetary  Fund.  I 
have  no  doubt  that  the  monitoring 
system  we  have  mounted  to  control 
government  spending  will  insure  we 
get  more  than  the  small  surplus 
[0.3%]  we  promised  the  IMF. 

But  you're  not  counting  government 
debt  service  in  your  spending  figure  In 
the  U.S.  we  are  alarmed  by  a  government 
deficit  of  6%  of  GNP,  half  of  which  is 
interest  payments.  What  would  Brazil's 
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deficit  be  if  debt  service  were 
included? 

Pastore:  Much  bigger.  The 
public  sector  borrowing  re- 
quirement would  go  up  to 
15%  of  GNP. 

Brazil  has  the  world's  most 
famous  indexing  system,  which 
itself  has  proved  to  be  inflation- 
ary. Do  you  think  Brazil  will  be 
able  to  get  rid  of  indexation  this 
year? 

Pastore:  No,  we  can't.  It's  true 
that  indexation,  in  a  way, 
sustains  the  inflationary  pro- 
cess and  can  make  it  harder 
to  bring  down.  However,  de- 
indexation  today  would 
shock  financial  markets, 
shrink  savings  and  start  a 
consumption  spree  that 
would  push  inflation  ever 
higher.  When  we  again  get 
inflation  down  below  20%, 
or  one-tenth  last  year's  level, 
we  then  will  be  able  to  do 
something  about  ending  in- 
dexation. Before  then  we 
would  just  be  opening  a  Pan- 
dora's box. 


Steel  coils  being  loaded  for  export  in  Rio 
Perhaps  the  most  hopeful  sign  of  all. 


The  Bank  of  Brazil,  a  giant  govern- 
ment institution,  has  been  breeding  infla- 
tion Ijy  borrowing  unlimited  amounts  of 


money  from  the  Central  Bank  at  no  in- 
terest and  then  lending  it  out  as  cheap, 
subsidized  loam.  Will  that  continue? 
Pastore:  A  key  part  of  a  banking  reform 
we  will  send  to  Congress  this  year  is 


that  the  Bank  of  Brazil  will 
have  to  stop  acting  as  a  mon- 
etary authority  and  operate 
within  the  rules  established 
for  other  commercial  banks. 
It  will  stop  receiving  unlim- 
ited amounts  of  interest-free 
money  from  the  Central 
Bank  to  hand  out  subsidies 
and,  like  private  banks,  will 
be  subject  to  reserve  require- 
ments, regular  discount  rates 
and  monetary  controls. 

Another  major  aspect  of 
the  reform  is  that  the  Central 
Bank  itself  will  stop  acting  as 
a  development  bank,  hand- 
ing out  low-interest  subsi- 
dized loans,  and  concentrate 
on  managing  the  money  sup- 
ply and  supervising  the  bank- 
ing system.  We  already  have 
moved  in  this  direction  with 
the  dramatic  reduction  in 
subsidized  rural  credit  for 
1984. 

When  Secretary  of  State 
George  Shultz  visited  Brasilia 

  last  month  [Feb.  5],  he  voiced 

hope  that  the  U.S.  economic  recovery,  ac- 
companied by  big  trade  and  budget  defi- 
cits, would  help  revive  economic  activity 
in  Brazil  during  1984.  What  are  the 
chances? 


ODAYtWRITING  COST-EFFICIENC 


Pastore:  First,  I  would  like  to 
clear  up  something  that  has 
been  the  subject  of  some  con- 
fusion. The  big  funding 
scheme  mounted  to  sustain 
Brazil's  balance  of  payments 
in  1984  will  enable  Brazil  to 
get  through  1984  without  go- 
ing back  for  more  money. 
Our  cash  flow  will  be  rela- 
tively comfortable,  and  we 
do  not  expect  to  reenact  the 
drama  of  1983.  This  year  we 
are  concentrating  on  internal 
adjustment. 

This  adjustment  would  have  been 
necessary  even  without  international 
payments  problems  because  public 
sector  deficits  have  been  very  big. 
Given  our  priority  of  combating  infla- 
tion, we  will  remain  in  recession  for 
at  least  the  first  half  of  1984,  and  we 
may  get  some  mild  economic  growth 
in  1985,  after  four  straight  years  of 
shrinkage  of  the  Brazilian  economy  in 
per  capita  terms. 

What  is  already  happening,  howev- 
er, is  that  the  rate  of  increase  of  unem- 
ployment is  declining,  which  shows 
that  the  Brazilian  economy  is  begin- 
ning to  straighten  out  at  the  bottom  of 
the  well.  Unemployed  labor  is  shift- 
ing from  industry  to  agriculture  be- 
cause agriculture  is  booming  in  ex- 
port-led areas  like  soybeans,  oranges, 


"A  key  part  of  a  banking  reform 
we  will  send  to  Congress  this  year 
is  that  the  Bank  of  Brazil  will 
stop  acting  as  a  monetary 
authority  and  operate  within  the 
rules  established for  other 
commercial  banks. " 


ously,  we  could  then  import 
much  more.  In  the  recent 
past,  we  exported  lots  of 
manufactured  goods  to  Latin 
America.  Today,  however, 
our  neighbors  are  in  the  same 
debt  trouble  that  we  are  in. 
For  this  reason,  Brazil  and 
many  other  countries  depend 
on  the  U.S.'  speeding  up 
world  trade  with  its  econom- 
ic recovery. 


sugar,  coffee  and  cotton. 

/;/  1983  Brazil  built  up  a  spectacular 
trade  surplus  of  $6.5  billion,  largely 
through  squeezing  its  own  imports  and 
generating  big  export  balances  with  the 
U.S.  and  Western  Europe.  Exporters  in 
these  countries  note  are  pressing  for  Bra- 
zil to  open  its  market.  How  long  can  you 
resist  this  pressure? 

Pastore:  That  depends  on  the  level  of 
world  trade.  We  need  a  trade  surplus 
of  $9  billion  this  year  to  balance  our 
international  payments.  We  are  calcu- 
lating that  exports  must  rise  to  $24 
billion  while  we  hold  imports  to  $15 
billion.  But  if  world  trade  were  expan- 
sive, then  we  could  make  the  same 
surplus  with  exports,  say,  at  $30  bil- 
lion and  imports  at  $21  billion.  Obvi- 


But  world  trade  recovery  is 
difficult  so  long  as  today's  inter- 
national debt  problems  threaten  to  cut  off 
net  flows  of  credit  to  poorer  countries  for 
the  rest  of  this  decade.  What  do  you  think 
this  means? 

Pastore:  That  depends  on  levels  of 
trade  and  levels  of  interest  rates.  If 
Brazil  shows  more  economic  dynam- 
ics, it  will  attract  more  direct  foreign 
investment.  We  then  will  be  less  de- 
pendent on  loans. 

So  the  international  debt  crisis  isn't 
over  yet? 

Pastore:  Even  if  things  go  well,  there 
will  be  more  renegotiation  of  debts  in 
the  future.  But  it  would  be  very  diffi- 
cult to  repeat  an  experience  like  the 
$6.5  billion  jumbo.  Everybody  wants 
to  put  that  operation  behind  us,  and 
the  crisis  of  1983  as  well.  ■ 
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Taxing  Matters 


The  basic  needs  of  man  are  few: 
Food  and  drink  and  shelter,  too. 
But  some  confuse  these  basic  facts 
And  think  a  shelter's  meant  for  tax. 


Losing  interest 


By  Laura  R.  Walbert 

T|his  year  Congress  intends  to 
eliminate  one  of  the  tax  shelter 
industry's  favorite  ploys,  ac- 
crued interest.  Some  legislation  is 
bound  to  be  enacted,  but  the  big  de- 
bate is  whether  the  change  will  be 
retroactive.  If  it  is,  unexpected  tax 
bills  could  run  into  hundreds  of  mil- 
lions of  dollars. 

TODAY:  ALL  FIELDS  OF  HELICOPT 


The  argument  revolves 
around  the  concept  of  ac- 
crued interest,  a  key  selling 
point  in  the  multibillion- 
dollar  market  for  private- 
placement  real  estate  deals. 
It  works  like  this:  Limited  partners 
deduct  interest  expense  today  on  a 
mortgage,  say,  but  they  don't  actually 
pay  the  lender  until  the  final  year  of 
the  loan.  Meanwhile,  the  lender  can 


operate  on  a  cash  basis, 
avoiding  the  tax  on  interest 
income  until  the  loan  is 
paid  off.  It's  a  neat  trick  for 
everybody  but   the  Trea- 
sury, which  winds  up  in  the 
dubious  position  of  allowing  deduc- 
tions for  interest  expense  without  col- 
lecting tax  on  the  corresponding  in- 
terest income. 
In  the  future,  such  monkev  busi- 


ness  may  not  be  allowed.  "The  pro- 
posed legislation  would  do  a  hell  of  a 
job  on  a  lot  of  deals  that  are  on  the 
street  now,"  says  Warren  Shine, 
chairman  of  Ernst  &  Whinney's  tax 
shelter  committee.  No  wonder.  Los- 
ing the  ability  to  deduct  accrued  inter- 
est can  make  a  once-mouth-watering 
tax  shelter  merely  so-so. 

A  bill  that  closes  this  loophole  has 
been  considered  by  both  the  House 
Ways  &.  Means  and  Senate  Finance 
committees  and  faces  little  opposi- 
tion. It  should  be  enacted  by  summer. 
When  it  comes  to  retroactivity  the 
lawmakers  don't  want  to  challenge 
deductions  already  taken.  They  may, 
however,  limit  current-year  writeoffs 
on  old  deals,  in  addition  to  covering 
shelters  that  are  created  after  the  new 
law  becomes  effective.  Says  Shine:  "A 
lot  of  advisers  are  saying,  'Let's  wait 
until  the  smoke  clears.'  " 

Changing  the  terms  of  old  shelters, 
of  course,  would  hit  a  lot  of  tax  shelter 
participants  sharply  on  the  head. 
Many  syndicators  don't  think  Con- 
gress will  take  such  an  aggressive  ap- 
proach, and  they  are  also  using  the 
anticipated  change  as  a  selling  tool. 
"I've  never  seen  so  many  deals  come 
out  in  January  and  February  in  my 
life,"  says  Shine.  "A  lot  of  people  are 
getting  deals  out,  hoping  to  beat  the 
effective  date  [of  the  bill]." 


Some  of  these  beat-the-clock  shel- 
ters even  include  contingency  clauses 
to  deal  with  regulation  changes.  One 
deal  pitches  investors  a  writeoff  of 
4.25  times  their  investment  with  ac- 
crued interest,  vs.  a  writeoff  of  2.9 
times  without  it.  In  another  case,  the 
lender  offers  to  waive  interest  charges 
owed  by  the  investor  if  deductions  for 
accrued  interest  are  disallowed. 

Charles  Wetterer,  editor  of  New 
Hampshire-based  Real  Estate  Tax  Shel- 
ter Review,  thinks  property  shelters 
will  sell  well  in  any  case.  "Consider- 
ing the  bad  press  with  respect  to  Pe- 
tro-Lewis  and  other  oil  and  gas  deals," 
he  says,  "real  estate  is  more  popular 
today  relative  to  other  investments 
than  at  any  time  in  the  past." 


Ignorance 
is  bliss? 

There  has  been  plenty  of  complaining 
about  the  Internal  Revenue  Service's 
so-called  prefiling  notices.  Those  are 
the  terrifying  letters  informing  inves- 
tors that  their  tax  shelter  seems  abu- 


sive and  may  be  disallowed.  But  what 
if  the  Service  was  investigating  your 
shelter  or  its  promoter  and  no  one 
bothered  to  notify  you  about  it?  You 
would  think  that  you  had  been  cheat- 
ed out  of  some  vital  news,  right?  And 
that's  exactly  what  happens  in  some 
limited  partnerships. 

Whether  you  have  a  right  to  be  told 
if  your  shelter  is  the  target  of  an  IRS 
probe  depends  on  the  nature  of  the 
investigation  and  the  agreement  you 
have  with  your  general  partner.  If  the 
Service  simply  requests  information 
from  your  general  partner,  no  one  is 
required  by  law  to  tell  limited  part- 
ners about  it. 

Even  if  the  IRS  does  conduct  a  full 
partnership  audit,  it  will  notify  only 
those  partners  that  have  a  1%  interest 
and  so-called  notice  groups — limited 
partners  having  a  combined  interest 
of  5%  or  more. 

Sure,  you  will  hear  from  the  IRS  if  it 
wants  more  money  from  you.  But  you 
will  have  to  rely  on  your  general  part- 
ner or  a  designated  tax  matters  part- 
ner for  details. 

Notification  requirements  are  non- 
existent, however,  when  a  promoter 
operates  at  arm's  length  from  an  in- 
vestor. In  such  situations,  which  are 
common  in  shelters  with  corporate 
sponsors,  a  syndicator  or  promoter 
may  come  under  an  injunction  or 
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Taxing  Matters 


have  been  assessed  substantial  penal- 
ties. But  investors  won't  even  hear  the 
bad  news  until  their  individual  part- 
nership tax  returns  are  examined. 

"If  I  personally  were  going  to  invest 
these  days,"  says  Joel  Gerber,  acting 
chief  counsel  to  the  IRS,  "I  would  be 
very  concerned  about  who  the  general 
partner  is,  and  I  would  make  certain 
that  the  partnership  agreement  re- 
quires the  tax  matters  partner  to  give 
me  an  opportunity  to  respond  to  any 
Service  inquiries  or  offers  of  settle- 
ment. It  should  be  right  there  in  black 
and  white." 


Your  day 
in  court 

Tax  shelter  cases  are  piling  up  in  Tax 
Court  at  a  formidable  rate,  says  Tax 
Court  Judge  Arthur  Nims.  Fully  one- 
third  of  the  60,000  cases  before  that 
branch  of  the  federal  judiciary  involve 
shelters.  And  the  burden  is  swelling. 
"Our  backlog  has  been  growing  by 


10,000  to  12,000  annually  in  the  last 
few  years,"  says  Nims.  "But  we  have 
only  19  judges,  so  we  really  can't  turn 
out  more  than  1,000  to  1,200  opinions 
a  year." 

A  1982  reform  was  supposed  to 
clean  up  the  mess.  Partnership  audit 
rules  were  altered  so  that  a  single 
partner — designated  the  tax  matters 
partner — would  represent  the  entire 
partnership  in  all  tax  proceedings. 
(Forbes,  Taxing  Matters,  Aug.  29, 
1983).  This  makes  sense.  It  saves  the 
Service  from  the  obviously  redundant 
task  of  filing  separate  claims  against 
each  of  the  partners. 

There  is  a  big  problem  with  the  new 
audit  rules,  however.  In  most  shel- 
ters, the  general  partner  is  designated 
the  tax  matters  partner.  But  limited 
partners  and  general  partners  don't  al- 
ways see  eye-to-eye  when  they  meet 
in  Tax  Court. 

Listen  to  James  Merritt,  a  lawyer 
with  Washington,  D.C. -based  Morri- 
son &  Foerster  and  a  former  chief 
counsel-consultant  to  the  IRS:  "A 
general  partner,"  he  explains,  "might 
agree  to  a  settlement  that  trades  off  an 
investment  tax  credit,  which  benefits 
the  limited  partners,  for  a  special  allo- 
cation, which  is  more  important  to 
the  general  partner." 

As  a  result,  Merritt  advises  limited 
partners  to  participate  in  the  process 


of  choosing  the  tax  representative — 
and  to  stay  away  from  shelters  where 
they  aren't  comfortable  with  the  way 
this  selection  is  handled. 

For  investors  who  are  in  partner- 
ships that  were  formed  before  1983, 
the  remedy  to  the  backlog  problem 
may  work  out  better.  The  IRS  and  Tax 
Court  are  consolidating  cases  that  in- 
volve similar  facts  or  the  same  pro- 
moter, often  combining  thousands  of 
separate  suits  into  one.  Fewer  attor- 
neys are  needed,  and  limited  partners 
get  to  save  money  by  splitting  the 
legal  fees. 

No  wonder  the  lawyers  at  the  Tax 
Shelter  Controversies  conference  held 
in  New  York  recently  were  horrified 
by  the  idea. 


Overeager 
beavers 

Overvaluing  assets  in  order  to  in- 
crease tax  breaks  is  a  tactic  common 
to  abusive  tax  shelters.  The  technique 
has  been  used  to  promote  deals  in- 
volving everything  from  baubles  to 
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Bibles.    And    this    time,  beavers. 

The  sales  pitch,  as  outlined  in  a 
recent  Tax  Court  case,  was  tantaliz- 
ing. Participants  in  the  shelter  paid 
some  $3,000  for  a  "proven"  pair  of 
breeding  beavers,  sometimes  buying 
enough  animals  for  a  total  investment 
of  $120,000.  No  downpayment  was 
required,  and  the  promoter  offered 
ten-year  financing. 

It  got  even  better.  Eventually,  pay- 
ments on  the  loans  could  be  paid  in 
beavers — with  the  interest  deductible 
like  cash,  of  course. 

What  gnawed  at  the  court,  howev- 
er, was  the  fact  that  keeping  the  price 
of  beavers  high  was  to  everyone's  ad- 
vantage. The  owners  piled  up  invest- 
ment tax  credits,  depreciation  and  in- 
terest deductions  based  on  bogus  as- 
set values. 

The  fair  market  price  of  a  "proven" 
beaver,  said  the  judge,  is  only  $250. 


Look  out 
behind  you 

The  phone  calls  to  the  Internal  Rev- 
enue Service  come  in  by  the  thou- 
sands, especially  this  time  of  year. 
Whether  the  voice  on  the  line  is  that 
of  a  vengeful  former  lover,  a  business 
partner  or  someone  with  a  highly  de- 
veloped sense  of  fairness,  the  message 
is  essentially  the  same:  I  know  some- 


one who  is  cheating  on  his  taxes. 

"I  don't  consider  this  to  be  squeal- 
ing," says  Frederic  Williams,  an  IRS 
deputy  assistant  commissioner. 
"Many  people  do  it  out  of  a  sense  of 
patriotism.  They  say  the  tax  laws  are 
their  laws  too  and  everyone  should 
pay  what  he  owes." 

That's  an  awfully  nice  way  of 
thinking  about  it.  But  what  passes  for 
nobility  may  be  a  matter  of  revenge 
with  government  help.  And  if  getting 
even  isn't  a  good  enough  motive,  how 
about  simple  greed? 

The  IRS  pays  rewards  for  informa- 
tion that  leads  to  the  recovery  of  back 
taxes.  Last  year  5,062  people,  a  25% 
increase  over  1982,  called  the  IRS 
with  dollar  signs  in  their  eyes.  While 
only  1,172  collected  their  bounty, 


those  calls  generated  about  $38  mil- 
lion in  taxes. 

"To  be  of  value,  calls  have  to  give 
us  something  we  can  sink  our  teeth 
into,"  Williams  says.  "Mere  suspicion 
usually  isn't  enough.  And  informa- 
tion that  you  get  from  the  public  rec- 
ord— the  fact  that  someone  sold  a 
building,  for  example — isn't  any  help. 
We  know  about  those  things  already." 

If  your  tip  pans  out,  you  receive 
10%  of  the  first  $75,000  recovered, 
5%  of  the  next  $25,000  and  1%  of 
everything  over  that.  The  maximum 
reward  is  $100,000. 

But  watch  out  before  you  do  evil  to 
your  fellow  man.  Although  the  IRS 
won't  comment,  rumor  has  it  that  the 
Service  tends  to  audit  tattlers.  And 
rewards  are  taxable. — Paul  B.  Brown 
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Britain  pushes  its  fledgling  cable-TV  indus- 
try to  develop  the  world's  most  sophisti- 
cated system  for  the  nation,  and  U.S.  com- 
panies want  part  of  the  action. 


Two-way  TV 


By  Rosemary  Brady 

T|  he  British  government  envi- 
sions that  by  1990  Britons  will 
bank,  shop,  talk  to  each  other, 
call  up  databases  or  films  and  even 
buy  stock  via  cable  TV.  Technically 
all  this  is  possible.  What's  unusual  is 
that  the  government  is  pushing  its 
fledgling  cable-TV  industry  to  start  by 
wiring  the  country  with  the  most 
technologically  advanced  two-way 
TV  communications  system.  The  aim 
is  not  merely  to  encourage  Britons  to 
overdose  on  movies,  sports,  music 
videos  or  even  soft  porn  for  a  few  extra 
pounds  a  month.  The  government 
wants  to  wire  Britain  for  what  it  calls 
"an  entertainment-led  technological 
revolution." 

U.S.  companies  committed  to  cable 
at  home  want  part  of  the  action. 
"Really  we  are  going  to  be  in  there  to 
learn,"  says  John  Rigsby,  a  vice  presi- 
dent of  American  TV  &  Communica- 
tions, a  subsidiary  of  Time  Inc.  ATC 
has  minority  stakes  in  franchises  to 
cable  the  Westminster  section  of  Lon- 
don and  Aberdeen  in  Scotland.  The 
Westminster  project  involves  provid- 
ing a  $57  million,  12-ghannel,  two- 
way  system  by  1985  k  one  of  Lon- 
don's key  government,  commercial 
and  residential  areas.  Comcast  Corp. 
and  Cablevision  Systems,  also  of  the 
U.S.,  have  minority  shares  in  other 
London  franchises.  U.S.  entertain- 
ment programmer  Home  Box  Office 
(another  Time  Inc.  subsidiary),  the 
sports  network  ESPN,  moviemakers 
Columbia  Pictures,  Twentieth  Cen- 
tury-Fox, Paramount,  Universal  Pic- 
tures and  MGM/UA  ill  plan  to  par- 
ticipate in  British  ..able  networks. 
U.S.  cable  equipment  suppliers  Oak 
Industries,  Texscan  Corp.,  Scientific- 
Atlanta  and  General  Instrument  have 
teamed  up  with  British  partners  to  vie 


Patrick  Cox  of  the  Murdoch  channels 
"Whatthey  want  is  Charlie's  Angels." 


for  the  $2.5  billion  in  sales  of  equip- 
ment needed  to  wire  the  country  by 
1990.  Chicago-based  distributor  An- 
ixter  Brothers  aims  to  supply  both 
American  and  British-made  equip- 
ment to  new  cable  companies. 

Press  lord  Rupert  Murdoch  has  in- 
vested $7.5  million  for  a  65%  stake  in 
SatelliteTelevision  Pic.,  which  already 
broadcasts  U.S.  football  games  and  sit- 
coms to  1  million  homes  via  satellite 
and  cable  in  seven  European  countries. 
But  he  isn't  interested  in  fancy  two- 
way  transmissions  as  he  expands  in 
Britain.  "Hollywood  and  international 
tastes  are  similar.  Charlie's  Angels  and 
Starsfey  and  Hutch  are  damn  good  prod- 
ucts," says  Patrick  Cox,  managing  di- 
rector of  Murdoch's  channels.  "That's 
what  the  public  wants." 

Parliament  is  still  working  to  create 
a  cable  authority  to  oversee  the  coun- 
try's wiring.  But  the  government  isn't 
waiting  for  the  commission.  It  has 


already  awarded  franchises  for  1 1 
towns  and  city  neighborhoods  of 
about  100,000  households  each:  8 
winners  vowing  to  use  such  advanced 
technology  and  the  other  3  saying 
they  will  upgrade  theirs  as  the  market 
for  two-way  communications  grows. 

The  risk  is  enormous.  Such  two- 
way  cable  TV  has  been  underwhelm- 
ing in  the  U.S.  Warner/Amex  recently 
suspended  its  QUBE  network,  which 
linked  its  two-way  cable  television 
systems  in  six  cities,  because  it 
wasn't  bringing  in  enough  advertising 
revenues.  Two-way  cable  TV  is  "a 
solution  looking  for  the  problem," 
says  Abram  Patlove,  a  Comcast  Corp. 
vice  president.  Why  shop  by  cable 
when  going  to  the  mall  is  fun?  Why 
bank  by  TV  when  writing  a  check  is 
easier?  But  British  cable  companies 
will  pay  25%  more  for  the  sophisti- 
cated hardware  than  U.S.  companies 
generally  pay  for  more  basic  systems, 
and  two  to  three  times  more  in  con- 
struction costs,  because  the  British 
government  demands  that  all  cable 
run  underground,  adding  up  to  a  high- 
cost  system  to  users.  Skeptics  like 
management  consultants  McKinsey 
&  Co.  forecast  that  higher  than  ex- 
pected construction  costs  plus  lower 
than  expected  revenues  will  sink 
many  of  the  first  1 1  companies. 

Initially,  at  least,  subscribers  will 
be  won  on  the  entertainment  poten- 
tial, and  no  one  is  sure  Britons  will 
pay  high  monthly  fees  for  cable's  of- 
ferings. But  they  may:  Britons  use 
more  videotape  recorders  per  capita 
than  anyone  else,  indicating  they  are 
not  satisfied  with  what  they  are  get- 
ting on  TV. 

The  industry  will  get  its  first  im- 
pression of  viewer  reaction  this  spring 
as  Britain's  Rediffusion  Group  begins 
to  offer  four  new  channels  to  homes 
cabled  years  ago  to  improve  television 
reception.  About  7%  of  the  country's 
20  million  TV  households  are  hooked 
to  the  primitive  one-way  cable,  but  up 
to  now  they  have  received  only  the 
four  regular  British  TV  channels. 

If  these  11  franchises  begin  to  fail, 
the  British  government  may  lower  its 
expectations  and  demands  for  expen- 
sive state-of-the-art  technology.  But 
the  U.S.  cable  companies  figure  there 
is  experience  to  be  gained,  and  possi- 
bly a  killing,  if  the  entire  European 
continent  is  linked  together  in  cable. 
Craig  R.  Startt  is  a  vice  president  of 
Cox  Communications  of  the  U.S., 
which  failed  in  its  consortium  bid  for 
a  franchise  in  Edinburgh.  But  he  says 
he's  going  to  try  again  to  get  into  the 
new  British  cable  market.  Startt  says: 
"You  have  to  take  advantage  of  the 
window  when  it's  there."  ■ 
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EY  BOWES  HAS  3  WAYS 
/    YOUR  MAILROOM  CAN 
IMPROVE  YOUR  BOTTOM  LINE. 
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ELECTRONIC  SCALES  CALCULATE 
THE  CHEAPEST  WAY 
TO  GET  YOUR  MAIL  OUT 
A  Pitney  Bowes  electronic  decision  making 
scale  can  take  the  guesswork  out  of  your  mail- 
room.  Whether  you're  mailing  letters  or  parcels 
these  scales  are  programmed  to  compute  the  least 

expensive  and  most  cost 
efficient  rates  available. 

And  because  they 
interface  with  your  post- 
age meter  and  parcel 
meter,  they  give  you 
total  control  of  all  your 
postal  charges  at  the 
touch  of  a  button. 

ONE  TOLL-FREE  CALL* 
REFILLS  YOUR  POSTAGE  METER 
IN  JUST  90  SECONDS  AND 
ELIMINATES  MAILROOM  DOWNTIME. 

It's  called  the  RMRS®  postage  meter  and  it's 
unique  to  Pitney  Bowes. 

When  you  use  it  with  your  Pitney  Bowes 
mailing  machine,  it  will,  of 
course,  seal  and  meter  stamp  all 
your  mail.  But  now  you'll  never 
have  to  worry  about  running 
out  of  postage  before  a  big  mail- 
ing or  late  in  the  day.  Because 
you'll  have  all  the  postage  you'll 
need  right  when  you  want  it. 

*  A  small  charge  is  made  for  each  transaction. 


And  if  you  do  happen  to  run  out,  all  it  takes 
is  90  seconds  and  one  toll-free  call  to  get  your 
mailroom  back  in  business.  It's  our  way  of  letting 
your  mailroom  fill  up  on  postage  without  having 
anyone  leave  the  office,  which  is,  let's  face  it,  a 
total  waste  of  time. 

POST  MAILROOM  CHARGES  BY 
ACCOUNT  OR  DEPARTMENT. 

The  Pitney  Bowes  electronic  postage  ac- 
counting system  is  cost  accounting  made  easy. 
You  get  a  printed  record  of  postage  expendi- 
tures, not  only  by  account  or  department,  but  by 
day,  week  or  month  as  well.  And  this  system  in- 
tegrates with  most 
Pitney  Bowes  mailing 
systems.  Probably  even 
the  one  you  have  now. 

The  electronic  de- 
cision making  scale, 
the  RMRS  postage 
meter  and  the  elec- 
tronic postage  accounting  sysi  fri.  Innovations 
from  Pitney  Bowes  that  put  more  into  your  mail- 
room  so  your  company  can  get 
more  out  of  it. 

For  more  information  call 
toll-free  anytime  (except  Alaska 
or  Hawaii)  800-621-5199  (in 
Illinois  800-972-5855).  Or  write 
Pitney  Bowes,  1757B  Pacific  St., 
Stamford,  Connecticut  06926. 


ABSOLUTELY,  POSITIVELY 

|§  Pitney  Bowes 


Over  600  sales  and  service  points  throughout  the  U.S.  and  Canada.  Mailing  Systems,  Copiers,  Dictating  Systems,  Facsimile  Systems,  Business  Forms  and  Office  Supplies. 


Announcing 

THE  TOUCHSCREEN 
PERSONAL  COMPUTER 

The  Hewlett-Packard  150 


Touchscreen  makes  the  HP  150  the 
easiest-to-learn,  easiest-to-use  personal 
computer.  Touch.  It  makes  sense.  To 
operate  a  personal  computer  by  sinply 
touching  the  screen.  Whether 
you're  finding  an 
address  with  Personal 
Card  Fie  or 
making  a  pione 
callt  ournew 
Touchsceen 
Personal 
Computerwill 
respond  to  pur 
touch. No 
complic.ted 
commands  No 
mouse,  ust 
your  firmer. 


Touch  the  Screen  and  edit. To  delete  a  line,  edit  a  sentence 

or  to  move  a  paragraph  just  touch  the  screen. 
Actually  touch  the  words  that  you  want  changed. 
Then  execute  your  commands  by  simply  touch- 
ing one  of  the  touch -activated  labels  on  the 
screen.  The  labels  change  as  you  go  along  and 
they  are  always  there  to  help  you,  every  step 
of  the  way.  WordStar  "  word  processing  has  never 
been  easier  to  use. 


Touch  the  Screen  and  explore.  To  change  a  worksheet,  you 

literally  touch  the  number  on  the  screen  or 
one  of  the  labels  appearing  on  the  screen.  And 
that  makes  VisiCalc "  even  easier  to  use.  Then  use 
the  keyboard  for  keying-in  numbers.  All  kinds 
of  financial  "what-if  "  problems  have  never  been 
easier  or  quicker  to  solve. 


User  Memory: 
Operating  System: 
Microprocessor: 
Permanent  Memory: 
Diagnostics: 
Display  Screen: 


Keyboard: 


Compact  Size: 
Communications: 


Peripherals: 


2S6K-(hOK  bytes 

MS-DOS  2  0 

16-bil,  8088,  8Mhz 

(ROM)  I60K bytes 

Power-on  self  testing 

Touch -activated,  green  phosphor 

80  characters  x  27  lines 

9x1-4  character  matrix 

Upper  and  lowercase 

Simultaneous  text  and  graphics 

capability 

390v  x  S12h  graphics  resolution 
1024  characters  and  symbols  in  ROM 
107  keys,  8-ft  cord  attaches  to  - 
system  unit,  10-key  numeric  pad, 
12  function  keys  (8  screen  labeled) 
2,1  sq.  ft  desk  space 
2RS-232  ports  (Built- in) 
HP-IB  ( IEEE-488)  ( Built-in) 
IBM  3278  (SDLC,  BSC ),  early  1984 
Up  to  19,200  bits  per  second 
Choice  of  printers  ( including 
optional  internal  printer),  plotters, 
3.5"  and  5M"  floppy  drives  (264  KB 
formatted),  Winchester  hard  discs 
(Sand  IS  MB) 


Touch  the  Screen  and  See.  With  HP  Graphics,  the  Touchscreen 

Personal  Computer  converts  your  numbers 
to  graphs  when  you  simply  touch  the  screen. 
And  with  the  optional  internal  printer,  you  can 
print  copies  of  all  your  work.  All  this  and  more 
when  you  touch  the  high-resolution  screen. 
A  screen  designed  to  be  easy  on  the  eyes. 


Were  going  to  change  the  way  you  think 
about  personal  computers.  To  try  your  hand 
at  the  Touchscreen  Personal  Computer  get 
in  touch  with  your  Hewlett-Packard  dealer. 
Call  (800)  FOR-HPPC.  With  an  HP  150, 
you  might  get  in  touch  with  a  whole 
new  you. 


'With  modem  at  extra  cost 

WordStar  is  a  registered  trademark  of  MicroPro 

VisiCalc  is  a  registered  trademark  of  VisiCorp. 
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Setting  you  free. 

Hewlett-Packard  Personal  Computers 


hp 
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HEWLETT 
PACKARD 


.   ..„->;  of  4)  ■• iu  Circle,  a  Canadian  ice  breaker  cuts 

i    „    a  fd  fa  y  I  he  HMS  Breadalbane. 


Searching  for  a  shipwreck  under  the  Arctic  ice  is  not  for 
ordinary  divers.  Or  ordinary  watches. 


Temperatures  reach  50°  below  zero.  The  wind  chill 
factor:  -  100°F.  Ice  floes  are  a  constant  hazard. 

For  Dr.  Joe  Maclnnis,  the  conditions  were  perfect. 

In  this  hostile  world  lay  a  unique  treasure:  the 
HMS  Breadalbane,  a  three-masted  British  barque 
lost  in  1853  during  the  search  for  the  Northwest 
Passage.  Maclnnis  was  determined  to  find  her. 

Using  delicate  sonar,  he  was  able  to  pinpoint  the 
location  of  the  vessel  340  feet  below  the  surface,  near 
Beechey  Island.  Divers  discovered  one  of  the  most 
perfectly  preserved  shipwrecks  found  in  any  ocean. 


In  the  Arctic,  ordinary  divers  find  it  difficult  to 
function.  So  do  ordinary  watches.  For  the  past  15 
years,  Dr.  Maclnnis,  the  first  to  dive  and  film  under 
the  North  Pole,  has  chosen  one  watch:  the  Rolex 
Submariner. 

"I've  worn  it  everywhere.  From  the  North  Pole 
...to  the  Red  Sea." 

As  for  the  future,  there  are  still  more  explorer 
ships  resting  on  the  Arctic  floor. 

A  fitting  challenge  for  Dr.  Joe  Maclnnis  and 
his  Rolex. 


c  1984  Rolex  Watch,  U  S  A  ,  Inc 


ROLEX 


Pictured:  The  Rolex®  Submariner  Date  Chronometer.  Pressure-proof  to  1,000 feet. 
Write  for  brochure.  Rolex  Watch,  U.S.A.,  Inc.,  Dept.463.  Rolex  Building,  665  Fifth  Avenue,  New  York,  New  York  10022-5383. 
World  headquarters  in  Geneva.  Other  offices  in  Canada  and  major  countries  around  the  world. 


What  does  General  Electric  plan  to  do  with  all  that  cash?  Be  sure 
of  this:  It  wont  be  anything  that  would  make  the  "arbs"  and 
dealmakers  rich.  Jack  Welch  has  different  plans. 


General  Electric 
going  with 

the  winners 


By  Howard  Banks 


Tlo  an  outsider  General 
|  Electric  Corp.  seems  a  con- 
fusing mass  of  separate 
businesses,  a  conglomerate 
in  all  but  name.  It  makes  re- 
frigerators and  jet  engines,  turbines 
and  dishwashers,  finances  leveraged 
buyouts,  owns  a  TV  station  and  until 
recently  mined  coal  in  Australia.  But 
conglomeration  was  never  the  goal. 
All  these  businesses  result  from  some 
internal  development,  however  dim 
the  historic  connection  might  now 
be.  GE  wasn't  meant  to  be  a  conglom- 
erate, it  just  developed  into  one.  An 
example:  GE  Credit  Corp.  was  created 
to  finance  sales  of  appliances  like  re- 
frigerators. Today  it  leases  jet  air- 
liners and  does  venture  capital  deals. 

The  trouble  with  such  diversity  is 
that  it  is  impossible  to  be  outstanding 
in  so  many  fields.  In  a  few,  yes,  but 
not  in  all.  Even  before  he  became  GE 
chairman  and  CEO  three  years  ago, 
Jack  Welch,  who  worked  his  way  up 
management  ranks,  identified  this  as 
one  of  GE's  major  problems.  It  was 
superb  at  some  things  but  so-so  in 
others.  Perhaps  that  was  why  its  stock 
sold  at  a  pedestrian  10  times  earnings. 
Perhaps  that  helps  explain  the  equally 
pedestrian  image  the  name  GE  often 
conjured  up  in  attitude  surveys. 

Some  16  main  businesses  account 
for  92%  of  GE's  profit  and  87%  of  the 
sales.  These  winners  involve  GE's  tra- 
ditional core  businesses:  major  appli- 
ances, lighting,  electric  motors;  the 
newer  technologies  such  as  jet  en- 


Jack  Welch,  chairman  and  thief  executive  of  General  Electric 

"Can  we  take  punitive  aspects  out  of  having  our  people  tell  us  the  truth?" 
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gmes,  medical  equipment, 
electronics;  and  services, 
such  as  GE  Credit.  In  every 
one  of  these  businesses  GE  is 
either  the  leader  or  one  of  the 
leaders.  But  GE  is  in  20  or  so 
other  businesses  where  it  is 
not  a  leader,  and  these  drag 
down  the  corporation's  over- 
all profit  margins  and  return 
on  equity.  The  20 — some- 
times laggards,  sometimes 
young  up  and  comers — have 
more  than  doubled  their  rev- 
enues in  the  past  ten  years,  to 
$3.5  billion.  But  their  com- 
bined earnings,  around  $54 
million  last  year,  show  no  in- 
crease in  a  decade. 

In  short,  the  laggards,  busi- 
nesses like  large  trans- 
former and  TV  set  manufac- 
turing, tie  up  capital  and 
management  talent  without 
earning  a  commensurate  re- 
turn. Individually  they  do 
okay,  but  overall  they  have  a 
negative  effect.  Under  Jack 
Welch  these  divisions  have 
been  put  on  notice:  Become  a 
dominant  player  or  be  sold  or 
closed.  "The  third  or  fourth 
player  in  a  game  today  is  in  a 
tough  world,  a  very  tough 
world,"  says  Welch. 

For  example,  GE's  sagging 
television  business  is  told  to 
devise  new  products  using 
microelectronics  from  the 
small  but  profitable  audio 
unit  or  be  sold  or  closed. 

Utah  International  was  a 
highly  profitable  property 
producing  coking  coal,  but 
GE  saw  no  future  in  it.  Vice 
Chairman  John  Burlingame, 

one  of  Welch's  former  rivals   

for  the  top  job,  handled  the 
negotiations  with  the  Australians  and 
says,  "There  are  better  places  that 
we  would  rather  put  our  money  and 
effort."  The  more  so  since  Utah's 
main  market,  coking  coal  for  steel, 
is  depressed  and  in  surplus  capacity. 
GE  kept  just  one  part  of  Utah,  Ladd 
Petroleum,  as  insurance  for  GE's  plas- 
tics needs. 

GE  is  selling  its  line  of  small  house- 
hold appliances  to  Black  &  Decker  for 
$300  million  because  GE  figured  that 
profitable  leadership  was  impossible. 
New  products  would  be  copied  in 
months.  The  broadcasting  operations, 
including  a  Midwest  cable-TV  net- 
work, are  already  sold  or  are  on  the 
block.  GE  makes  more  investing  the 
purchase  money  than  operating  them. 
Its  valuable  Denver  TV  franchise, 
however,  is  not  for  sale,  so  far. 


General  Electric  is  moving  through  a 
rapid  technological  evolution.  These 
scenes  from  Appliance  Park  in 
Louisville,  where  major  appliances  are 
manufactured,  depict  some  of  this 
change.  Above  is  the  refrigerator  plant 
where  old-style  production  line 
techniques  still  dominate,  but  not  for  long. 
To  the  right  is  the  dishwasher  plant, 
seen  from  the  computer  control  room. 
Production  information  is  updated 
electronically  four  times  a  minute.  At  lower 
right  a  GE  robot  works  on  a  dishwasher. 
Since  1977  the  labor  force  at  Appliance 
Park  has  been  almost  halved,  break- 
even is  down  25%  and  another  S800 
million  is  to  be  spent  over  the  next  four 
years  on  plant  investment  there. 


Getting  out  laggards  and  misfits 
frees  up  capital.  That  capital  must  be 
reinvested  in  fields  where  GE  can  be  a 
leader.  And  where  the  company  leads, 
it  is  scoring  hits.  Welch  bounded 
through  the  offices  of  General  Electric 
Co.'s  Fairfield,  Conn,  headquarters 
one  day  last  month  like  a  schoolboy 
with  an  extra  treat.  He  had  advance 
word  that  GE  whipped  United  Tech- 
nologies' Pratt  &  Whitney  subsidiary 
in  the  contest  for  the  Air  Force's  new 
fighter  engine  contract.  The  Navy, 
too,  planned  to  switch  to  GE  from 
Pratt  to  power  its  new  FT  4  fighters. 
Here  was  a  business  where  GE  was  no 
laggard.  The  engine  deal  could  mean 
$15  billion  in  sales  over  the  next  ten 
years.  Rubbing  salt  in  Pratt's  wounds, 
GE  that  same  day  received  approval 
from  the  U.K.  to  deal  with  Rolls- 


**** 
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Royce  on  civilian  jet  engines.  Pratt 
thought  it  had  an  exclusive  hold  on 
Rolls-Royce. 

A  couple  of  hours  later,  in  his  heli- 
copter flying  to  New  York  City  for 
dinner,  John  Francis  Welch  Jr.,  Ph.D. 
in  chemical  engineering,  three  years 
chairman  and  CEO  of  General  Elec- 
tric, looking  younger  than  his  48 
years,  poured  large,  celebratory  drinks 
all  round.  He  felt  good.  Sure,  GE  is 
big — $27  billion  in  sales  and  $2  billion 
in  profits  last  year.  But  not  too  big  to 
be  nimble,  as  the  jet  engine  triumph 
proved.  He  grinned  more  broadly  than 
ever  as  he  conceded  that  the  helicop- 
ter was  made  by  UTC's  Sikorsky  and 
powered  by  UTC  Pratt  engines. 
"When  they  make  the  best,  we  buy 
it,"  he  said. 

Jack  Welch  was  nominated  to  be 
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CEO  by  his  predecessor,  Reg  Jones. 

The  two  are  close — Welch  mter- 
i  twines   his   fingers   to   show  how 

close — but  they  are  as  different  as 

chalk  and  cheese. 
Jones,  a  grand  man  of  American 

business,  when  heading  GE  represent- 
led  all  industry  in  Washington  and  in 

public  forums.  Welch  puts  in  much  of 

his  time  at  one  plant  or  another,  or 
;even  at  trade  shows,  seeing  what  the 

opposition  has.  Jones  ran  formal 
(meetings  and  was  well-informed  be- 
Ifore  he  asked  his  minions  questions; 

Welch  is  informal,  gets  his  visitors 
I  Cokes  from  the  fridge  himself,  asks  an 

occasional  foolish  question  and  isn't 

bothered  by  it. 
But  don't  be  blinded  by  affability 

and  informality.  In  earlier  years  Jack 

Welch  earned  the  nickname  "Neu- 
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tron  Jack,"  as  in  neutron  bomb.  This 
because  it  was  said  that,  after  he  went 
through  a  plant,  the  building  was 
there  but  the  people  weren't. 

That  nickname  bothers  Welch,  but 
he  rightly  points  out  that  overstafhng 
and  incompetence  are  not  only  bad  for 
a  company  but  put  every  job  in  jeopar- 
dy. Without  periodic  pruning,  as  he 
puts  it,  "Over  the  years  you  drag  the 
whole  business  down  to  a  level,  par- 
celing out  to  the  weak  instead  of  in- 
fusing a  winning  attitude  in  the 
whole."  GE  isn't  cruel.  Up  to  three 
years'  notice  is  given  in  some  cases, 
and  closing  benefits  were  doubled. 

Still,  there's  a  body  count  at  head- 
quarters. When  an  employee  leaves  or 


retires,  a  question  is  raised:  Need  we 
replace  this  fellow?  Can't  his  duties 
be  picked  up  by  someone  else?  Welch 
is  also  cutting  back  on  use  of  outside 
consultants.  "Now  it's  not,  'What 
would  it  be  nice  to  know,'  but,  'Do  we 
really  need  to  know,'  "  says  Welch. 

But  it's  by  opening  up  GE,  not  by 
closedowns,  that  Welch  expects  to 
make  his  mark  on  a  company  that  has 
produced  more  than  its  share  of  great 
businessmen.  The  old  management 
system  was  strong,  rigid  enough  to 
prevent  major  mistakes.  Welch  feels 
it  also  stifled  enterprise  and  cooled 
innovation.  His  aim  is  to  free  GE's 
managers  to  take  advantage  of  GE's 
own  strengths. 


dent,  who  beads  the  Jet  engine  group 
The  prize  of  victory  over  Pratt:  perhaps  $15  billion  in  orders. 


Two  big  shakeups  in  this  manage- 
ment system  are  well  under  way  and 
will  fundamentally  alter  the  old-style 
GE  way  of  doing  business.  GE's  man- 
agement planning  used  to  be  domi- 
nated by  a  system  of  annual,  highly 
formalized  presentations  based  on 
what  executives  call  "The  Books." 
You  can  hear  the  capital  letters  as 
they  say  it.  Complains  Welch:  "By  the 
time  [the  problem]  gets  to  the  top,  it 
has  become  a  solution,  not  a  prob- 
lem." This  emphasis  on  planning, 
Welch  feels,  too  often  kept  managers 
from  doing  their  main  job,  running 
the  business. 

So  Welch  has  scrapped  the  fixed 
sessions.  Instead  there  will  be  a  sys- 
tem of  operating  plans  that  may  be 
changed  without  formal  meetings  if 
circumstances  change,  plus  a  system 
of  running  reviews.  The  well-estab- 
lished monthly  financial  reporting  re- 
mains untouched,  preventing  any 
nasty  surprises  developing  unnoticed. 

The  other  significant  change  flows 
from  this  more  flexible  system. 
Welch  well  knows  that,  in  big  organi- 
zations, too  many  people  are  afraid  to 
take  chances  and  are  afraid  to  speak 
up  if  they  disagree  with  policy.  "It's 
really  the  heart  of  the  issue,"  says 
Welch.  "Can  we  take  the  punitive 
aspects  out  of  having  our  people  tell 
us  the  truth?  We  have  to  get  people  to 
trust  that  they  can  take  a  swing  and 
(for  the  right  reasons]  not  succeed.  In 
big  corporations  the  tendency  is  not 
to  reward  the  good  try." 

Welch  lets  his  mind  dwell  on  one  of 
GE's  darkest  moments:  when,  in 
1971,  it  had  to  pull  out  of  computers, 
where  it  once  hoped  to  challenge  IBM. 
"In  terms  of  fighting  IBM  in  big  com- 
puters, [pulling  out]  was  probably  the 
right  decision  at  that  time."  But 
would  more  encouragement  have  dis- 
covered the  right  man  in  GE  to  foresee 
the  computer  revolution  that  Digital 
Equipment  Corp.  began  with  micros? 
"You  would  need  somebody  who 
knew  and  felt  that  business  in  his 
fingertips,"  says  Welch.  The  implica- 
tion is  that,  if  such  a  man  existed  in 
GE  at  the  time,  he  wasn't  encouraged 
to  step  forward  and  take  a  chance. 

To  prove  he  means  what  he  says, 
Welch  has  been  loudly  rewarding 
some  near-misses.  When  a  $20  mil- 
lion project  was  scrapped  because  of  a 
change  in  the  market,  Welch  promot- 
ed the  manager  and  gave  him  a  bonus. 
The  70-member  project  team  got 
VCRs  instead  of  exile.  Winners  aren't 
forgotten.  Welch  asked  his  board  for, 
and  got,  a  multimillion-dollar  discre- 
tionary fund  for  rewards. 

The  result:  Things  move  faster  at 
GE  today.  Look  at  the  major  appliance 
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>ee  What  Youll  Be  Getting  Into! 
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Best  Western  International 
Road  Atlas  &  Travel  Guide 


ASSURED  RESERVATIONS 
Stop  by  any  Best  Western. 


To  find  the  right  place  to  stay  at  the  right  price, 
pick  up  your  free  copy  of  our  full-color  300-page 
Travel  Guide  at  any  Best  Western.*  It's  loaded 
with  maps,  photos  and  details  about  3,000 
delightful  Best  Westerns  in  2,100  cities 
worldwide. 

*or  send  $2  (mailing  cost)  to 
Travel  Guide,  P.O.  Box  10203, 
Dept.  FO,  Phoenix,  AZ  85064. 
Allow  8  weeks. 


Andorra,  Aruba,  Australia,  Austria,  Barbados,  Belgium. Canada,  Denmark,  f  inland, France,  Great  Britain,  Guadeloupe,  Holland,  Ireland,  Italy. 
Liechtenstein,  Luxembourg,  Mexico,  New  Zealand,  Puerto  Rico,  Sweden,  sv  itzerland,  United  States,  Virgin  Islands  West  Germany 


Dial  800 


Dial  (800)  626-2000 and 
General  Electric  will 
tell  you  why  your  refrig- 
erator leaks.  If  you  own  a 
GE  locomotive,  one  day 
soon  you  may  be  able  to 
dial  another  800  number 
and  find  out  why  that 
won't  run. 

The  answering  service 
costs  General  Electric  $10 
million,  but,  useful  as  it 
is,  GE  is  not  just  being 
kind  to  consumers.  GE 
has  huge  centralized  com- 
puting power,  more  than 
it  needs  to  run  its  own 
affairs,  and  has  been  sell- 
ing computer  time  as  a 

service  to  other  compa-   

nies.  But  the  mini-  and  microcom- 
puters are  sinking  that  business, 
leaving  GE  with  leftover  computer 
time.  The  company  has  put  some 
of  it  to  work  by  building  a  database 
from  the  accumulated  knowledge 
of  service  engineers  working  with 
major  and  small  appliances. 

The  latest  effort  along  these 
lines  is  to  find  out  what  would 
cause  a  GE  locomotive  to  break 
down.  GE  picked  the  brains  of  its 
best  locomotive  man,  and  he  has 
described  how  he  diagnoses  such 
problems.  The  diagnosis  is  often 
intuitive,  so  formalizing  it  in  com- 


GE's  consumer-answering  service 


puter  language  is  difficult. 

GE  also  is  using  this  surplus 
computer  capacity  for  the  digital 
generation  of  images  from  CAT 
scanners.  For  GE  this  opens  the 
possibility  of  creating  a  central 
database,  which  means  that  doc- 
tors in  Florida  would  be  able  to  call 
up  X-ray  images — actually  digital 
radiographs  rather  than  X  rays — for 
a  patient  who  normally  goes  to  a 
hospital  in  New  York. 

Oh  yes,  the  refrigerator  that 
leaks?  GE's  800  operator  will  tell 
you  it  probably  has  a  blocked  drain 
in  the  automatic  defroster. — H.B. 


group  at  Louisville,  Ky.  Roger 
Schipke,  the  vice  president  in  charge, 
wanted  to  turn  the  existing  manage- 
ment system  on  its  head.  Ten  vice 
presidents  turned  into  four;  10,000 
salaried  people  switched  bosses. 

Under  the  old  GE  system,  Schipke 
says,  "We'd  have  done  one-eighth  [of 
the  change]  this  year,  another  eighth 
next  year  and,  if  we  had  begun  to 
build  our  confidence,  maybe  a  quarter 
more  the  following  year." 

The  group  is  hot  today,  not  only 
because  the  appliance  business  is 
booming,  but  also  because  the  break- 
even point  has  been  brought  way 
down.  Since  1977  the  hourly  labor 
force  has  been  almost  halved,  to 
11,400,  and  break-even  is  down  25%. 
Investment  of  $800  million  is  planned 
for  the  group  over  the  next  four  years, 
double  the  level  of  the  past  five. 

The  change  is  affecting  the  very 
soul  of  the  work  place.  Appliance 
Park  at  Louisville  is  a  series  of  giant 
factories,  each  turning  out  a  type  of 
major  appliance.  The  dishwasher 
plant  has  gone  through  a  $38  million 
partial  automation.  As  the  dishwash- 
ers swing  round  the  assembly  track, 
they  present  the  most  convenient  an- 
gle for  the  operator.  The  operators,  in 
part,  control  the  line  speed.  When 
they  complete  a  task  they  pull  a  han- 
dle and  the  track  moves  the  partly 
finished  dishwasher  one  place  down 
the  line. 

In  contrast  is  the  refrigerator  plant. 
Here  assembly  workers  stand 
shoulder  to  shoulder,  trying  to  insert 
their  part  before  the  refrigerator  has 
moved  too  far  to  reach.  This  factory  is 
to  be  gutted,  and  the  new  models  will 
be  designed  from  the  start  for  robot 
assembly  and  will  use  new  high-tech- 
nology compressors. 

Years  back,  when  Welch  first  took 
over  GE's  then  failing  plastics  oper- 
ation, the  vaunted  Schenectady  re- 
search center  figured  a  new  plastic 
could  be  used  as  the  casing  for  an 
electric  can  opener.  That  product  was 
the  start  of  Welch's  march  to  the  top, 
and  Welch  hasn't  forgotten  that  the 
R&D  center  can  provide  answers  to 
engineers'  prayers. 

A  decade  ago  GE  research  led  the 
company's  then  sinking  X-ray  busi- 
ness to  enormous  success  by  develop- 
ing an  advanced  CAT  scanner.  The 
company  now  dominates  the  indus- 
try, building  one  $1  million  machine 
a  day  at  its  Milwaukee  plant.  Now  the 
race  is  for  the  $2  million  nuclear  mag- 
netic resonance  (MR)  scanner.  GE  re- 
search seems  to  have  won,  developing 
a  larger,  more  powerful  supercooled 
magnet  to  create  the  hottest  medical 
toy  around. 


Watching  all  this,  Wall  Street  has 
begun  to  drool  at  the  prospect  of  GE's 
spending  some  of  the  cash  it  received 
from  recent  divestitures.  GE  started 
the  year  with  $3  billion  in  cash  and 
will  have  well  over  $5  billion  by  year- 
end.  How  about  some  nice  acquisi- 
tions at  a  handsome  premium  over 
market?  Wall  Street's  arbitragers  and 
dealmakers  would  love  that.  Forget  it, 
fellows.  lack  Welch  has  other  plans. 

GE  has  a  database  with  6,000  poten- 
tial acquisition  candidates,  but  prices 
are  too  high,  says  Mike  Carpenter, 
corporate  vice  president  in  charge  of 
planning.  GE's  planners  spent  all  of 
ten  minutes  thinking  about  Hughes 
Helicopters  when  it  was  offered  and 
turned  it  down,  letting  McDonnell 
Douglas  buy  it  for  more  than  $450 
million.  Should  the  proposed  joint 
GE-Rolls-Royce  engine  deal  be  sty- 
mied by  Justice — unlikely,  says  Ed 
Hood,  the  other  vice  chairman  and 
Welch's  top  rival  three  years  ago — one 
possibility  is  for  GE  to  buy  a  major 
slice,  say  40%,  in  Rolls-Royce.  It 


would  not  be  an  easy  deal,  however, 
since  R-R  is  a  major  European  defense 
contractor.  And  it's  far  from  a  conven- 
tional acquisition. 

Generally  GE  officials  say  they 
won't  buy  more  than  a  5%  stake  in  a 
potential  acquisition.  Buying  more  in 
anticipation  of  full  acquisition  pushes 
market  prices  too  high.  By  now,  the 
reader  will  have  gotten  the  point:  GE 
has  a  lot  of  cash,  but  it  burns  no  holes 
in  its  pockets. 

No  major  microchip  maker,  either. 
What  GE  buys  now  are  specialty 
items  that  fill  gaps  in  its  own  line.  GE 
bought  Calma,  the  West  Coast  maker 
of  computer-aided  design  (CAD)  ma- 
chines, which  ties  into  its  factory- 
automation  business.  The  ceramics 
business  bought  from  3M  last  year  fits 
into  light  bulb  and  jet  engine  efforts. 
North  American  Cars,  the  tank  car 
leasing  business  bought  last  year,  fits 
into  GE  Credit,  which  is  big  in  leas- 
ing tank  cars.  The  next  buy  could  be 
for  GE  Credit,  too:  another  insurance 
company.  Executive  Vice  President 
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One  drive  is  worth 
a  thousand  words. 


Larry  Bossidy  points  out  that  GE  has 
a  tiny  property  and  casualty  company 
and  a  small  life  company  and  would 
like  to  get  into  mortgage  insurance. 
Nothing  as  big  as  Fireman's  Fund. 
Maybe  MGIC,  maybe  Texaco's  ERC. 
"Prices  are  down  because  the  indus- 
try's economics  are  in  trouble.  It's  a 
good  time  to  buy  if  you  believe  the 
industry's  going  to  be  okay,"  says 
Bossidy. 

But,  no,  the  money  burns  no  holes. 
With  interest  rates  where  they  are, 
there's  no  rush  to  get  out  of  cash.  And 
having  it  enables  Welch  to  be  gener- 
ous with  promising  parts  of  the  busi- 
ness. That's  what  his  policy  is  all 
about:  disinvesting  in  tired  business- 
es, reinvesting  in  vigorous  ones. 

And  so  Welch  pumped  in  $4  million 


for  two  projects  that  the  medical  sys- 
tems division  was  reluctant  to  ask  for. 
"It's  not  that  I'm  saying  I've  got  a  lot 
of  money,  spend  all  you  want,"  he 
insists.  But  he  sensed  the  digital  X-ray 
machine  and  a  lower-cost,  more  basic 
version  of  the  CAT  scanner  could  be 
leapfrog  products,  while  rivals  are 
hard-pressed  to  finance  their  proposed 
MR  scanners. 

In  another  case  he  is  encouraging  his 
people  to  mothball  a  two-year-old 
plant  and  build  a  new  one  with  more 
capacity  and  lower  operating  costs,  for 
$70  million.  The  presentation  docu- 
ment in  this  $70  million  exercise  is 
contained  in  a  12-page  loose-leaf  fold- 
er, including  charts.  In  the  old  days  it 
would  have  involved  several  books 
and  outside  consultants'  reports. 


The  heaviest  spending  will  contin- 
ue to  be  on  new  plant  investment — 
$1.9  billion  in  1983,  19%  more  than 
the  year  before — and  research  and  de- 
velopment, a  record  $2  billion  last 
year,  up  20%  over  the  year  before. 

Jack  Welch  pauses  for  a  moment  to 
summarize  his  goals:  "We  were  a 
company  that  was  identified  with 
safety.  Now  it's  safety  with  upside 
potential.  My  objective  is  to  be  a  com- 
pany that  is  recognized  as  one  with 
consistent  upside  with  safety."  He 
tells  Forbes  he's  only  at  the  15% 
mark  of  what  he  intends  to  do.  That's 
3  years  down,  17  to  go.  At  48,  he 
intends  to  be  around  a  long  time.  That 
may  frustrate  a  few  Young  Turks,  but 
it  means  he  has  time  to  build  GE  into 
the  company  he  envisions.  ■ 


The  shape  of  the  new  GE 
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Jack  Welch's  shorthand  rundown  of  GE  is  based  on 
three  circles,  covering  the  traditional  "core"  business- 
es (around  33%  of  profits),  the  high-technology  busi- 
nesses (30%  but  rising)  and  the  services  (29%). 
Around  these  main  groupings  lie  the  remainder  of  the 
businesses.  Some  are  profitable,  some  lose  money. 
Among  them,  they  account  for  around  13%  of  sales. 


These  are  the  businesses  that  Welch  has  told  to  fix 
themselves,  to  become  top  players  in  their  league,  or 
they'll  be  sold  or  closed.  Some,  like  microelectronics 
or  Ladd  Petroleum,  have  links  to  all  three  main  busi- 
ness circles.  They  are  not  on  the  threatened  list.  Some, 
like  small  appliances  or  central  air-conditioning,  have 
already  been  sold  or  are  planned  to  be. 
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Want  to  sweep  her 
off  her  feet? 

\Xtap  herin  an  MD-8Q 


The  newest  way  to  surround  someone  with  luxury: 
Invite  her  to  join  you  on  an  MD-80. 

Its  exciting  cabin  design  uses  bold,  sweeping  lines 
to  carry  the  eye  upward  and  outward,  enhancing  a 
sense  of  spaciousness. 

Extra  wide  seats  and  aisle  allow  for  extra  room- 
iness. Large,  enclosed  baggage  racks-big  enough 
to  hold  a  full-length  garment  bag  without  folding- 
give  passengers  more  storage  space.  And  improved 
underseat  spaces  can  make  storage  easy  and 


uncluttered.  Cabin  comfort  and  convenience  are 
unsurpassed. 

Most  important,  no  plane  can  compare  with  the 
MD-80  for  a  smooth,  quiet  ride.  It  has  the  lowest 
overall  noise  level  of  any  jet  in  operation  today,  and 
the  quietest  cabin.  Almost  the  only  sound  you  hear  is 
the  whisper  of  air  rushing  by. 

The  beautiful  new  MD-80  from  McDonnell  Douglas. 
Take  a  seat  and  discover  the  lap  of  luxury. 


hllMEELL  >J 


Meet  Osamu  Aoki,  who  is  scaring  the  pants 
off  his  fellow  members  of  the  National 
Machine  Tool  Builders  Association. 


Amazing  Mazak 


By  James  Cook 


Out  on  Production  Drive  in 
Florence,  Ky.;  Japan's  Mazak 
Corp.  has  opened  a  factory  that 
should  be  scaring  the  daylights  out  of 
most  of  the  firms  in  the  U.S.  machine- 
tool  industry. 

Mazak  is  the  U.S.  arm  of  Japan's 
first-  or  second-largest  machine-tool 
maker,  privately  owned  Yamazaki 
Machinery  Works.  The  company  has 
been  assembling  knocked-down,  Ya- 
mazaki-made  tools  in  Florence  ever 
since  1974  (including  a  machining 


center  that  Houdaille  Industries 
claims  is  an  unlicensed  copy  of  one  of 
its  own). 

But  Mazak's  new,  modestly  sized 
($20  million,  131,000  square  foot) 
plant  is  a  different  thing  entirely.  It 
presents  the  same  challenge  to  the 
U.S.  machine-tool  industry  that  Nis- 
san's Tennessee  truck  manufacturing 
plant  does  to  the  auto  industry 
(Forbes,  Mar.  12).  Giant  Cincinnati 
Milacron,  the  number  one  U.S.  tool- 
maker,  is  headquartered  a  scant  20 
miles  away,  across  the  Ohio  River. 
As  some  executives  there  tell  it, 


Yamazaki 's  aggressive  young  chair- 
man, Teruhiko  Yamazaki,  son  of  the 
company's  founder,  has  made  it  his 
objective  to  beat  Milacron  down  to 
the  ground. 

It's  ironic  that  what  machine-tool 
makers  really  have  to  sell  these  days 
is  the  wonders  of  automation,  but 
most  of  them  are  at  least  20  years  out 
of  date  in  their  own  factories.  The 
Mazak  plant  in  Florence,  by  contrast, 
is  one  of  the  few  fully  automated  ma- 
chine-tool plants  in  the  world.  It  of- 
fers a  huge  leap  in  productivity  and 
the  potential  to  generate  three  times 
the  profit  of  a  conventional  plant. 
There  is  no  reason  why  it  shouldn't 
live  up  to  that  potential:  Since  1981 
Yamazaki  has  opened  two  similar 
plants  in  Japan  where  results  like  that 
have  been  realized. 

"I  like  to  talk  as  a  producer,  as  a 
member  of  the  American  National 
Machine  Tool  Builders  Association," 
says  Mazak's  president  and  managing 
director,  Osamu  Aoki,  48,  a  rather 
shy,  self-effacing  man  who  has 
worked  for  Yamazaki  for  all  of  his 
adult  life.  "But  we  have  so-called  two 
faces,  as  an  importer  and  as  a  produc- 
er." What  are  Aoki's  goals?  "Our  com- 
pany policy  is  that  we  work  for  our 
customers,  and  then  that  we  get  a 
profit.  After  that  our  company  and  our 
employees  become  happy.  This  is  our 
serious  aim." 
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In  planning  the  Florence  factory, 
Mazak  redesigned  its  tools  for  auto- 
matic manufacture.  As  a  result  it 
needed  only  half  the  floor  space  of  a 
conventional  plant  and  ended  up  cut- 
ting in-process  work  time  from  90 
days  to  30.  The  company  now  hopes 
to  be  able  to  offer  30-day  delivery 
rather  than  the  AVi  months  common 
in  Japan  or  the  6  months  or  more 
common  in  the  U.S.  "They  went  back 
to  square  one,"  a  competitor  says. 
"That's  not  terribly  original,  but  they 
did  it,  and  nobody  else  has.  It's  going 
to  return  a  tremendous  amount  of 
money." 

Mazak's  automated  factory  comes 
close  to  fulfilling  those  Luddite  night- 
mares besetting  a  good  portion  of  U.S. 
management  and  labor  these  days.  It 
is  designed  to  operate  around  the 
clock,  in  three  eight-hour  shifts.  The 
graveyard  shift,  which  is  not  yet  being 
operated,  will  be  unmanned,  in  part 
because,  Japanese  style,  Mazak  hopes 
never  to  have  layoffs. 

Aoki  wants  to  build  his  labor  force 
slowly.  He  started  out  last  April  with 
270  employees  companywide  and 
now  has  385  employees.  "Our  indus- 
try is  cyclical,  and  a  sales  decline  of 
one-third,  top-to-bottom,  is  typical," 
he  says.  "But  even  at  the  bottom  we 
like  to  keep  on  our  hourly  employees. 
We  always  think  of  them  as  a  family. 
As  long  as  someone  decides  to  work 


for  the  mother,  he  is  a  part  of  the 
family." 

Mazak  makes  four  machines  at 
Florence — three  computer  numerical- 
ly controlled  lathes  and  the  machin- 
ing center.  The  plant  started  produc- 
ing 20  machines  a  month  last  June,  is 
now  up  to  35  and  should  reach  its 
maximum  of  60  machines  sometime 
later  this  year. 

The  process  involves  three  fully 
automatic  flexible  machining  lines, 
which  turn  out  something  like  180 
different  parts,  ranging  in  weight  from 
a  few  pounds  to  three  tons.  Two  oper- 
ators keep  an  eye  on  things,  but  the 
manufacturing  process  is  under  the 
control  of  a  central  computer.  The 
machines  are  loaded  and  unloaded 
automatically,  and  the  parts  moved 
by  robotic  cart  from  one  work  station 
to  another.  As  in  most  such  plants, 
including  Yamazaki's  in  Japan,  the  fi- 
nal assembly  is  still  done  by  hand 
because  it  is  too  complicated  a  pro- 
cess to  automate. 

Mazak  aims  ultimately  to  produce 
95%  of  its  parts  at  Florence,  vs.  35% 
today,  with  the  balance  coming  from 
domestic  suppliers  or  from  Japan. 
When  the  plant  reaches  its  full  capac- 
ity, Aoki  says,  it  will  be  capable  of 
meeting  a  good' half  of  Mazak's  U.S. 
needs.  That  will  then  free  capacity  in 
Japanese  plants  to  serve  other  mar- 
kets in  the  world. 

What  about  the  market?  Aoki 
doesn't  expect  machine-tool  demand 
to  boom  any  time  soon,  but  it  ought 
to  be  on  the  upswing  this  year.  Japan, 
he  points  out,  started  modernizing  its 
factories  in  1975  and  profited  from  it. 
Others  around  the  world  are  starting 
to  do  the  same.  But  even  during  the 
current  period  of  excess  capacity  in 
both  the  U.S.  and  worldwide,  Mazak 
and  other  Japanese  toolmakers  are  in- 
creasing their  market  share,  so  Aoki 
doesn't  expect  to  have  any  trouble 
selling  the  new  plant's  machine-tool 
output. 

"We  are  always  thinking  of  three 
items,"  Aoki  says  in  his  precise  way. 
"The  first  is  to  do  as  much  as  possible 
by  machines,  not  by  hand.  The  second 
is  specialization — the  right  man  in 
the  right  place.  The  third  is  the  tech- 
nique of  management.  This  means: 
Mechanization  is  a  material,  special- 
ization is  a  man.  So,  how  to  keep  both 
under  good  control  and  combined — 
material  and  man — this  is  the  tech- 
nique of  management.  We  are  always 
thinking  these  three  items." 

If  they  are  smart,  Osamu  Aoki's 
fellow  members  of  the  National  Ma- 
chine Tool  Builders  Association  now 
will  be  thinking  more  than  twice 
themselves.  ■ 


FORBES,  MARCH  26,  1984 


S  TANQUE«A\  * 


'  * ,    ~  —  -  •• 


r\  ~  i  i_u~ 


Its  worth  the 
price  to  have  at  least  one 
thing  in  your  life  that's 
absolutely  perfect. 


Tanqueray  Gin.  A  singular  experience. 

IMPORTED  ENGLISH  GIN.  100%  NEUTRAl  SPIRITS.  94.6  PROOF. 
IMPORTED  RV  SOMFRSFT  IMPORTFRS  ITn    N  V  £>  1QS1 


TELECO 


Teleco  Oilfield  Services  adds 
advanced  technology  to  Sonat's 
energy  services  businesses. 

Today,  Teleco  is  the  undisputed 
world  leader  in  the  fast-growing 
measurement-while-drilling  busi- 
ness, with  proven  technology  that 
can  improve  drilling  efficiency. 

Tomorrow,  with  Sonat's  financial 
resources,  Teleco  will  expand  its 
range  of  oilfield  services. 

Sonat  is  a  $3  billion  enterprise 
engaged  in  finding,  producing  and 
transporting  oil  and  natural  gas. 
We're  Southern  Natural  Gas, 
Sonat  Exploration,  Sonat  Offshore 
Drilling,  Sonat  Marine,  and  now 
Teleco. 

Since  1929,  we've  been  in  the 
forefront  of  applying  capital  and 
technology  to  the  business  of  ener- 
gy. The  result  has  been  one  of  the 
healthiest  earnings  performances 
in  American  industry. 

Over  time,  and  across  the  wide 
world  of  energy,  Sonat  has  what  it 
takes  for  the  long  haul. 

Fcr  more  information,  write  Sonat,  Dept.  6F, 
P.O.  Box  2563,  Birmingham,  AL  35202. 


S#NAT  GOOD  FOR  THE  LONG  HAOL 


Firing  hundreds  of  middle  managers  can 
make  a  company  lean  and  muscular. 
Done  the  wrong  way,  however,  it  can  leave 
it  flabby  and  disgruntled. 

Chopping 
dead  wood? 


By  John  A.  Byrne 


ichael  Blumenthal  became 
chief  executive  of  Burroughs 
Corp.  in  1981.  In  one  cut- 
the-fat  program,  he  waved  good-bye  to 
270  middle  managers,  paying  out 
nearly  $16  million  in  early  retirement 
benefits. 

Was  the  $16  million  well  spent? 
Were  the  270  good  riddance?  Maybe, 
but  one  unfortunate  result  was  that 
Burroughs  lost  some  people  it  would 
have  liked  to  keep  and  kept  some  peo- 
ple it  would  as  soon  have  lost.  One 
top  marketing  executive,  for  example, 
went  to  work  for  competitor  Data- 
point.  Several  others  started  their 
own  businesses,  often  competing  di- 
rectly with  Burroughs.  Two  vice 
presidents  nabbed  a  dozen  of  the  early 
retirees  to  form  an  Atlanta-based 
company  that  sells  software  to  users 
of  Burroughs  computer. 

By  contrast,  many  of  the  staffers 
who  stayed  were  those  whose  skills 
were  less  marketable  in  the  outside 
world  and,  possibly,  less  valuable. 

During  the  recession  American 
companies  cut  tens  of  thousands  of 
white-collar  employees  from  the 
work  force.  But  because  of  human  na- 
ture, legal  constraints  and  misman- 
agement, staff  reductions  have  some- 
times created  more  problems  than 
they  solved. 

Companies  pare  white-collar  pay- 
rolls two  ways.  There's  the  old  last-in, 
first-out  system:  fire  the  newest  staff- 
ers. Or  there's  the  more  expensive 
golden-handshake  approach.  Bur- 
roughs offered  early  retirement 
at  half  pay  to  300  managers  at 
least  55  years  old. 

The  first  approach,  based 
on  seniority,  is  the  more 
common.  A  recent  survey 
of  1,300  major  corpora- 


tions reveals  that  68%  of 
white-collar  layoffs  are  based 
on  seniority,  not  performance. 
This  tends  to  protect  the  tired 
and  worn-out  and  penalize  the 
young  and  aggressive. 

The  current  American  fond- 
ness for  litigation,  however,  makes 
firing  by  seniority  safer.  Age  discrimi- 
nation suits  are  easy  to  file  and  costly 
to  defend  against.  The  Equal  Employ- 
ment Opportunity  Commission  has 
become  more  restrained  under  the 
Reagan  Administration,  but  private 
lawsuits  are  still  on  the  rise.  "Using 
seniority  as  a  basis  to  reduce  white- 
collar  employment  is  easy.  It's  safe, 
it's  fast,"  says  Bill  Morin,  chairman  of 
Drake  Beam  Morin,  Inc.,  the  outpla- 
cement consulting  firm.  "But  compa- 
nies are  going  to  pay  a  price  for  this 
eventually." 

Voluntary  retirement  programs 
pose  problems,  too.  Look,  for  exam- 
ple, at  IBM's  recent  effort  to  get  a  large 
number  of  white-collar  employees  on 
the  West  Coast  off  the  payroll.  How 
does  the  big  computer  maker  keep  the 
people  it  doesn't  want  to  leave  with- 
out being  discriminatory?  "We  keep 
our  fingers  crossed,"  says  Allen 
Krowe,  an  IBM  senior  vice  president. 
"We  did  not  selectively  pick  the  good 
and  the  bad  workers." 

IBM's  carrot  was  half  pay  for  four 
years  to  all  employees  with  at  least  25 
years  on  its  payroll.  That  means  it 


could  cost  $200  million  to  get  rid  of 
2,000  managers.  Last  year  Kodak  paid 
over  $140  million  to  more  than  5,000 
employees  who  left.  "We  lost  a  lot  of 
good  people,"  admits  Henry  Kaska,  a 
Kodak  spokesman. 

Nearly  every  big  corporation  has  an 
elaborate  personnel  evaluation  sys- 
tem. So  why  not  fire  people  on  the 
basis  of  the  data,  which  might  stand 
up  in  court  as  a  defense  against  dis- 
crimination charges?  The  rub  is  that 
most  evaluation  efforts  are  geared  to 
justifying  annual  salary  increases 
rather  than  to  measuring  real  perfor- 
mance. In  addition,  using  these  files 
for  staff  reduction  could  open  per- 
sonnel data  to  the  courts,  some- 
thing else  employers  don't 
like.  In  this  litigious  age, 
there's  no  telling  what  a 
lawyer,  judge  or  jury  will 
latch  on  to. 

There  are  techniques 
that  may  make  staff  re- 
ductions less  risky.  Kai- 
ser Aluminum  &  Chemi- 
cal Corp.  and  Gulf  Oil,  for 
example,  called  in  Tom  Bartlett, 
president  of  California-based  Wyvern 
Research  Associates,  for  help  in  se- 
lecting victims.  Hiring  a  consultant 
was  an  admission  that  internal  perfor- 
mance appraisals  were  inadequate. 

At  up  to  $50  a  head,  Bartlett  pairs 
employees  with  each  other  and  then 
asks  as  many  as  a  half-dozen  people  to 
rate  them  on  a  five-point  scale.  There 
are  several  criteria,  including  reliabil- 
ity, quality  and  quantity  of  work  and 
creativity.  A  single  employee  can  be 
paired  against  as  many  as  120  others 
on  the  theory  that  comparison  is  the 
best  form  of  measurement.  The  pair- 
ings are  then  fed  into  a  computer, 
which  assigns  scores  to  each  employ- 
ee. The  lower  the  score,  the  more  like- 
ly that  a  dismissal  notice  will  be 
mailed  out. 

In  the  past  12  years  Wyvern  has 
rated  more  than  a  quarter  of  a  million 
people,  mostly  white-collar  employ- 
ees. There  has  never  been  a  successful 
legal  challenge  to  Bartlett 's  system. 
Stephen  Cabot,  a  Philadelphia  labor 
lawyer,  has  been  selling  a  similar  rat- 
ing system  for  four  years. 

Another  approach  is  to  assure  fu- 
ture promotions  or  bonuses  to  well- 
regarded  employees  who  might  other- 
wise jump  out  the  early  retirement 
window.  Henry  Bright,  vice  president 
of  The  Wyatt  Co.,  sug- 
gests  a  cheaper  way:  Qui- 
etly tell  those  eligible  re- 
tirees you  want  to  keep 
how  valuable  they  are, 
and  hope  they  will  take 
7  the  hint.  ■ 
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On  the  Docket 


If  you  re  against  a  law  intended  to  do 
good,  does  that  make  you  a  bad  guy?  The 
discounters  dont  see  it  that  way. 

Will  the 
real  phonies 
please  stand  up? 


By  Richard  Greene 


T|  here's  no  way  you  can  come 
out  against  motherhood  and  ap- 
ple pie,  right?  But  what  if  moth- 
er was  a  pickpocket  or  the  apple  pie 
was  poisoned?  Discount  retailers  face 
that  kind  of  problem  right  now  in 
Washington. 

The  issue  involves  coun- 
terfeiting. Not  selling  bogus 
dollar  bills,  of  course,  but  bo- 
gus name-brand  products — 
computers  that  look  like  Ap- 
ples, shirts  that  look  like  La- 
costes  and  watches  that  look 
like  Rolexes.  There  are  no 
criminal  penalties  now  for 
dealing  in  such  goods,  even 
though  customers  who  dis- 
cover they've  purchased 
them  may  feel  deceived. 

Congress,  however,  is 
moving  to  clamp  down.  A 
proposal  introduced  by  Sena- 
tor Charles  Mathias  (R-Md.) 
could  hit  sellers  or  manufac- 
turers of  merchandise  that 
isn't  genuine  with  a  five-year 
prison  sentence  and  heavy 
fines.  It  would  also  allow  the 
courts  to  seize  goods  suspect- 
ed of  being  counterfeit  from  retail 
shelves. 

This  may  seem  like  needless  pro- 
tection to  savvy  consumers.  But  sup- 
pose you  pay  good  money  for  brake 
linings  allegedly  made  by  Ford  Motor 
and  your  car  sails  through  an  intersec- 
tion three  weeks  later.  Then  you 
might  see  the  problem  differently. 
Since  most  bogus  goods  are  made 
overseas,  they  also  take  away  domes- 
tic jobs  and  tax  dollars.  Phony  mer- 
:se  can  also  hurt  a  legitimate 


manufacturer's  sales  and  reputation. 

But  anticounterfeiting  medicines 
may  have  unwelcome  side  effects. 
"We're  concerned  that  it  can  be  mis- 
used to  disrupt  our  business,"  says 
David  Haarz,  an  attorney  with  K 
mart,  a  major  foe  of  the  proposal. 

The  discounters'  main  fear  is  that 


the  legislation  could  lead  to  a  form  of 
resale  price  maintenance.  That's  be- 
cause many  name-brand  manufactur- 
ers, like  Levi  Strauss  and  Jordache, 
refuse  to  sell  to  a  number  of  discount- 
ers, including  K  mart.  If  discounters 
want  to  carry  such  products,  they  of- 
ten must  deal  with  middlemen.  Fre- 
quently, such  suppliers  operate  in  the 
"gray  market,"  in  which  goods  in- 
tended for  Europe  wind  up  in  your 
local  discount  outlet. 
The  uncertain  origin  of  such  goods 


raises  the  risk  of  receiving  counter- 
feits, of  course.  But  discounters  worry 
that  if  the  Mathias  bill  becomes  law 
they  will  have  to  reveal  the  names  of 
their  suppliers.  "These  middlemen 
don't  want  their  existence  disclosed, 
or  manufacturers  will  cut  them  off," 
explains  Haarz. 

Another  problem  area  involves  the 
difference  between  counterfeiting  and 
ordinary  trademark  violations.  Is  a 
crocodile  on  a  shirt  pocket  different 
enough  from  an  alligator  to  avoid 
criminal  sanctions?  The  discounters 
fear  law  enforcement  officials  won't 
draw  such  distinctions. 

As  you  would  expect,  the  forces  in 
favor  of  this  legislation — including 
most  name-brand  manufacturers — 
charge  that  the  discounters  are  self- 
serving.  "They  don't  want  to  spend 
money  to  inspect  their  goods  and 
make  sure  they  are  genuine,"  says 
James  Bikoff,  president  of  the  Interna- 
tional Anticounterfeiting  Coalition. 

Supporters  of  a  clampdown  think 
the  proposed  bill's  language  answers 
critics.  But  talk  to  both  sides  and  it 
seems  as  if  they  are  reading  different 
words.  A  section  of  the  draft,  for  ex- 
ample, says  that  merchandise  cannot 
be  seized  without  assurance  that  it 
would  otherwise  "be  de- 
stroyed, moved,  hidden,  or 
.  .  .  made  inaccessible." 

To  the  discounters,  "mov- 
ing" goods  may  mean  selling 
them — which  could  put  any- 
thing on  a  retailer's  shelves 
up  for  grabs. 

Lots  of  these  problems,  of 
course,  can  be  ironed  out  be- 
fore a  final  vote.  And  some 
progress  is  being  made.  But 
the  cut-price  retailers  still 
feel  victimized.  "Why  isn't 
this  bill  aimed  at  the  actual 
criminal,  the  counterfeiter  ?" 
asks  Edward  Borda,  president 
of  the  Association  of  General 
Merchandise  Chains,  a  dis- 
counter group.  He  charges 
that  it  can  be  impossible  to 
distinguish  goods  that  manu- 
facturers call  counterfeit 
from  the  real  thing.  That's 
because  overseas  factories  often  pro- 
duce legitimate  goods  from  9  to  5  and 
work  after  hours  to  serve  the  counter- 
feit market.  Most  problems,  says 
Borda,  could  be  solved  by  stricter  cus- 
toms enforcement. 

Given  the  conflicting  interests,  all 
this  buck-passing  is  no  surprise.  Both 
sides  think  the  measure  has  excellent 
chances  of  getting  Senate  approval  in 
some  form  this  year.  But  when  the  bill 
reaches  the  full  House  its  fate  will  be 
somewhat  less  certain.  ■ 
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Last  year,  you  promised  yourself 
you'd  buy  a  universal  life  insurance  policy. 

You  just  ran  out  of  excuses. 


In  the  beginning, 
shopping  for  a  uni- 
versal life  policy 
seemed  simple. 
No  matter  which  com- 
pany's policy  you  selec- 
ted, the  premiums  were 
flexible.  You  could  even 
skip  paying  them.  And 
best  of  all,  your  cash  val- 
ues earned  high  interest. 

But  as  more  compan- 
ies developed  their  ver- 
sions, it  became  more 
complicated.  Some  poli- 
cies had  features  that 
others  didn't.  It  seemed 
no  one  policy  had  them 
all.  Until  now. 

Until  the  Medalist*  From  USLIFE. 
The  Medalist  combines  the  best 
features  of  other  universal  life  policies. 
Unlike  many  others,  the  Medalist  has 
no  large  front-end  load  so  more  of  your 
premiums  earn  high  interest  from  the 
very  beginning.  This  means  that  your 
accumulated  values  are  worth  much 
more  in  the  long  run. 

 The  Medalist  speaks  for  itself 

Compare  the  values.  Then  compare 
the  Medalist's  other  features.  You'll  see 
there  is  no  comparison.  And  that's  the 
best  feature  of  all! 


$1,000  Annual  Premium 
9%  Assumed  Interest 
Male  35,  Non-smoker 

Year 

Guaranteed 
Net  Cash 

Accumulated 
Value  <s>9% 

5 
15 

Age  65 

$  3,002 
11.675 
14,559 

$  4,788 
22.141 
97,588 

The  Medalist 
symbolizes  the  new 
state  of  USLIFE 


On  one  hand,  The  Medal- 
ist is  simply  the  latest  in  a 
series  of  new  product 
developments  from 
the  USLIFE  family  of 
companies. 
In  the  larger  sense,  it  symbolizes 
USLIFE's  continuing  commitment  to 
providing  field  representatives  and  their 
customers  with  the  most  competitive 
policies  available. 

See  for  yourself.  Mail  the  coupon,  or 
call  the  USLIFE  company  nearest  you. 

|  ~  1 

To:  Department  C-4,  USLIFE  Corporation, 
125  Maiden  Lane,  New  York,  NY  10038 

I  want  to  know  more  about  the  Medalist. 

Name   

Company   

Address   

City   


Tide 


State 


Zip 


Telephone:  Home 


Office 


J 


*Not  yet  available  in  all  states. 


Our  family  of  life  insurance  companies: 

The  United  States  Life  Insurance  Company  In  the  City  of  New  York,  New  York,  NY  •  212-709-6360 
USLIFE  Life  Insurance  Company  of  California,  Pasadena,  California  •  213-795-0401 
The  Old  Line  Life  Insurance  Company  of  America,  Milwaukee,  Wisconsin  •  414-271-2820 
life  iS  a  family  affair    All  American  Life  Insurance  Company,  Chicago,  Illinois  •  312-399-6500 
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Kroehler,  the  old  furniture  company  in 
Chicago,  is  gone,  but  Rymer  is  rising  from 
the  ashes.  On  to  chicken,  fish  and  shrimp. 


Recycled 


By  Barry  Stavro 


W.  hen  Peter  Harvey  got  to- 
gether with  Barry  Rymer  last 
year,  it  was  the  death  of  a 
grand  old  name,  the  Kroehler  Manu- 
facturing Co.  Kroehler  was  once  the 
biggest  furniture  maker  in  the  coun- 
try. But  trying  to  sell  cheap  to  the  big 
retailers  like  Sears  and  Levitz  and  sell 
dear  to  the  independents  doomed  it. 

A  few  Chicago  investors,  led  by 
Harvey,  bought  the  37%  of  the  com- 
pany's stock  held  by  the  Kroehler 
family  for  a  rock-bottom  $2.15  mil- 
lion three  years  ago.  Harvey  has  made 
a  quiet  career  for  himself  spotting 
small,  troubled  companies  like  Dutch 
Boy  paints,  which  he  bought,  turned 
around  and  sold  off  to  Sherwin-Wil- 
liams. That  probably  was  the  game 
plan  for  Kroehler.  "We  thought  we 
could  stabilize  things.  If  not,  we'd  do 
something  else,"  says  current  Chair- 
man Robert  Rittmaster. 

The  new  gang  sold  plants  and  cut 
staff  but,  in  the  end,  gave  up  on  furni- 
ture. What  is  left  is  $37  million  in  tax- 
loss  carryforwards.  "Tax  credits  are 
valuable.  But  you  have  to  have  some 
earnings,"  says  Michael  Burns,  Rymer 
president,  who  had  run  Dutch  Boy 
and  tried  to  save  the  furniture  busi- 
ness for  Harvey.  "We  needed  to  go  buy 
a  company  with  some  earnings." 

First  came  a  little  parking  meter 
maker,  Qonaar  Corp.,  bought  for  $13 
million  in  1981  with  borrowed  mon- 
ey. It  produced  $4  million  in  pretax 
profit  on  $22  million  in  sales  in  1982. 

But  the  real  chance  for  revival  came 
when  a  mutual  acquaintance  intro- 
duced Harvey  to  \  ymer,  a  35-year  vet- 
eran of  the  meat  inc.  ry  who  found  a 
tender  niche  in  a  $2..  hiilion  growth 
i  v,  selling  beef  to  steak  house 
:bains  like  Bonanza  and  Rustler, 
re  not  interested  in  the  white 


tablecloth  operators,"  he  says.  "Our 
forte  is  family-style  restaurants  that 
run  200  people  through  in  an  hour." 

Rymer  cuts  meat  to  size,  seasons  it 
according  to  regional  tastes — Texans 
like  breaded  steaks,  heavy  on  the  on- 
ions and  garlic,  he  says — then  ships  it 
out  frozen  and  ready  to  be  tossed  on 
the  broiler.  His  Rymer  Corp.  grew 
from  scratch,  from  $29  million  in 


running  the  company,  which  was 
what  he  wanted,  and  promised  up  to 
$36  million  more  over  the  next  seven 
years,  depending  on  profits. 

Then  the  company  was  renamed, 
and  Kroehler  disappeared  from  the  Big 
Board — although  some  furniture  with 
that  name  still  is  made  by  others  un- 
der license — and  Rymer  Co.  appeared. 
The  stock  has  moved  up  from  7Vi  to 
22 Vi  since  early  last  year.  Possibly 
accounting  for  this  are  the  prospects 
of  profits  and  the  $37  million  in  tax 
credits.  The  first  quarter,  ended  in 
January,  showed  $21  million  in  sales 
(85%  meat)  and  $1.5  million  net,  or  86 
cents  per  share,  but  that  is  just 
warming  up.  The  full  fiscal  year  will 
run  at  least  $1 10  million  in  sales  and 
$8  million  net,  with  a  28%  return  on 
equity,  says  analyst  Greg  Kiesel- 
mann  of  Morgan,  Olmstead,  Kenne- 
dy &  Gardner  Inc. 

Rymer  nee  Kroehler  isn't  out  of  the 
woods  yet:  Long-term  debt  of  $31  mil- 
lion dwarfs  its  $4.9  million  net  worth. 
But  this  is  a  company  that  had  a  nega- 
tive net  worth  of  $1.9  million  only 
last  June.  Chairman  Rittmaster  wants 
to  raise  $10  million  to  $15  million 
with  a  stock  offering,  earn  some  more 


Rymer  Co.  founder  Bany  Rymer 

Texans  like  breaded  steaks  heavy  on  the  onions  and  garlic,  he  says. 


sales  and  $1.4  million  in  pretax  profits 
in  1980  to  $74.5  million  in  sales  and 
$8.4  million  pretax  by  1983. 

Rymer  wanted  a  cash-in,  but  he's 
more  comfortable  in  his  butcher's 
smock  with  a  side  of  beef  than  with 
underwriters.  Going  public  sounded 
good  but  would  have  taken  too  much 
time  and  energy,  he  said.  Kroehler 
paid  Rymer  Corp.  $22  million  in  cash, 
notes  and  stock  (Barry  Rymer  and  his 
family  get  about  90%  of  that),  left  him 


profits  and  then  hunt  acquisitions. 
"We  don't  intend  to  buy  a  shipyard  or 
a  uranium  mine.  That's  not  the  direc- 
tion we're  going.  It's  food  service  and 
food  processing." 

Says  Barry  Rymer,  who  wants  to 
earn  those  promised  millions:  "The 
food  service  business  is  so  large  that 
there  are  a  lot  of  pockets  left  for 
growth,  and  I  don't  think  it's  difficult 
to  find  them.  Our  next  push  is  into 
chicken,  fish  and  shrimp."  ■ 
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The  Piaget  Polo. 
The  world's  Ultimate  Sportswatch 

for  him  or  her. 


This  is  a  rugged  yet  unmistakably 
elegant  timepiece.  The  bracelet  is  hand- 
carved,  link-by-link,  from  a  solid  block 
of  18K  gold;  each  link  is  individually 
attached  by  a  tiny  gold  screw.  The  result 
is  a  new  dimension  in  flexibility.  The 
matching  case  is  sculpted  by  hand  in 


La  Cote -aux -Fees,  Switzerland. 

Inside  is  a  precise,  thin,  electronic 
quartz  movement  that  never  needs  wind- 
ing. The  man's  watch  is  a  total  of  136 
grams  of  18K  gold;  the  woman's,  91 
grams.  It  is  water-resistant.  And  shock- 
resistant.  You  never  have  to  take  it  off. 


The  Piaget  Polo  is  the  Ultimate 
sportswatch.  From  the  world's  most 
exquisite  watch  collection:  Piaget. 

For  brochure  send  G^jLt* 
$2.00  to  Piaget,  Dept. 
FB,  650  Fifth  Ave.,       I).  J  J^TT 
N.Y.,  N.Y.  10019.  I  I  AO  LI. 


>;s//  Want  to  go  into  the  movie  business? 
You  don  9t  need  $20  million.  Ask  Kaufman 
and  Herz  at  Troma,  Inc. 


Low  budget 


By  Jeffrey  A.  Trachtenberg 

T|  roma,  Inc.  has,  without  doubt, 
the  shabbiest  offices  in  the  mo- 
tion picture  industry.  "Hey,  we 
aren't  carpeting  our  floors  with  inves- 
tor money, "  says  Lloyd  Kaufman,  Yale 
'69.  Kaufman,  with  Michael  Herz, 
Yale  '71,  runs  Troma  from  a  dingy 
four-story  former  tenement  they  own 
in  New  York's  Hell's  Kitchen. 
"If  we  run  over  budget,  the  money 


comes  out  of  our  pockets.  The  inves- 
tor profit  share  is  not  diminished," 
Kaufman  adds.  "Troma's  earnings  are 
generated  by  movie  profits  and  our 
25%  distribution  fee." 

Maybe  you  don't  know  Troma,  but 
your  adolescent  children  do.  In  the  zit 
set,  Troma's  films — The  First  Turn-On, 
Waitress!,  Squeeze  Play! — are  often 
mondo  boffo.  The  trade  calls  such 
films  "hard  R"  or  "exploitation." 
Usually  they  feature  above-the-waist 


nudity  and  perfectly  clear  situations. 
But  Kaufman  and  Herz,  whose  com- 
pany grossed  around  $2  million  last 
year,  certainly  aren't  blushing,  espe- 
cially when  they  talk  about  what  they 
do  best:  managing  production  and 
distribution  costs. 

At  a  time  when  Hollywood  routinely 
sinks  $11  million-plus  into  a  movie, 
Troma  spends  an  average  $500,000. 
Scripts  cost  a  measly  $5,000.  And, 
because  there  are  no  stars,  there  are  no 
star  salaries.  Sometimes  Kaufman  and 
Herz  pay  guild  minimums,  sometimes 
next  to  nothing. 

But  how  are  they  treated  at  the  Yale 
Club?  "Nobody  said  making  socially 
significant  films  was  a  Yale  ideal," 
says  the  34-year-old  Herz  defensively. 
"Isn't  the  thrust  of  Yale  really  com- 
mercialism and  success  in  the  busi- 
ness world?"  Adds  Kaufman,  38:  "Our 
films  give  actors  an  opportunity  to 
perfect  their  craft  and  get  exposure." 

There  is  exposure,  definitely.  Take 
one  of  the  latest:  The  First  Turn-On. 
The  story  is  built  around  oversexed 
campers  trapped  in  a  cave-in.  While 
waiting  to  be  rescued  they  relate  their 
first  experiences  with  the  opposite 
sex  in  feverish  detail.  Raunchy,  yes, 
but  the  Troma  team  insists  it  never 
crossed  the  line  into  hard-core  por- 


Kaufman  ( left)  and      ■    ■!  Herz  of  New  York's  Troma  films 
~>  said  making  soci  ^ificant  films  was  a  Yale  ideal?" 
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WE  ARE  MORE  THAN  AN  INTERNATIONAL 
BANK.  WE  ARE  A  LOCAL  BANK  IN 

38  COUNTRIES. 


Your  business  is  not  restricted  to  one  country. 
Neither  are  your  banking  needs. 

At  Bank  of  Boston,  we  have  a 
stronghold  wherever  your  business 
takes  you-with  over  200  offices  in 
38  countries  around  the  world  and 
throughout  the  United  States.  And 
from  our  first  international  office 
in  Buenos  Aires  over  65  years  ago, 
to  our  current  expansion  throughout 
the  Far  East  and  the  Caribbean,  we 
can  do  more  for  you  than  any  other 


international  bank.  One  reason  is  we  have  200 
years  of  experience. 

We  really  know  every  country 
where  we  do  tanking.  So  we  can 
familiarize  you  with  everything  you 
need  to  know  about  the  market. 
From  local  bank  laws  to  local 
customs. 

So  if  you  are  determined  to  do 
business  around  the  world,  we  are 
determined  to  make  you  feel  at 
home,  wherever  you  are. 


SOOth 

n  s 
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BANK  OF  BOSTON 
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Replace  your  old  calcu       i  with 
new  Canon  calculators  this  and 
you  may  never  do  it  again. 

Not  because  you  wr    want  to. 

But  because  you p     ibly  won't 
have  to  for  years  to  corr 

Why  are  we  so  si 

The  proof  is  in  th  ending. 

Twenty  years  <  i :  to  be  exact.  You 
see,  that's  how  long  A'e've  been  making 
professional  calculators.  And  every 
one's  been  built  to  last.  From  one 
generation  of  employees  to  the  next. 

Which  is  why  so  many  of  our 
customers  continue  to  rely  on  Canon 
calculators  as  their  companies  grow. 

So  if  you're  looking  for  calculators 
that  are  most  likely  to  stick  by  you 
through  thick  and  thin,  it's  time  you 
looked  into  ours. 

A  generation  of  improvements. 

Today's  Canon  calculators  are 
sleek  and  trim  to  save  space.  They're 


simple  to  use  to  save  time.  And  they're 
made  of  components  so  reliable 
and  durable,  they  could  save  you  a  lot  of 
headaches  in  the  long  run. 

6  new  models. 

We  keep  improving  them  too.  Take 
our  new  12-digit  printers.  We've  made 
them  faster  than  ever.  So  you  can 
compute  as  fast  as  your  nimble  fingers 
like,  without  waiting  for  the  calculator  to 
catch  up. 

Our  new  10-digit  models  not  only 
print  out  in  black,  but  in  red  as  well.  To 
help  make  proofing  less  tedious. 

Comfortably  accurate  too. 

Like  all  Canon  professional 
calculators,  our  newest  were  designed 
for  human  comfort.  With  keyboards 
angled  and  keys  weighed  and  contoured 
for  error-free  operation.  All  of  which  may 
make  your  present  and  future  employees 
hold  up  as  long  as  our  calculators. 


So  why  not  call  us  toll-free  now. 
1-800-323-1717  Ext.  303  (In  Illinois,  call 
1-800-942-8881,  Ext.  303).  Find  out 
more  about  our  latest  generation  of 
professional  calculators.  We're  sure  you'll 
find  they'll  stand  up  to  the  biggest  test  of 
all.  Time.  a 


CP1208D,  CP1208/CP1018D.  CP1008D.  CP1008 

Where  quality  is  the  constant  factor. 

Canon 

ELECTRONIC  CALCULATORS 

Canon  U.S.A.,  Inc.,  One  Canon  Plaza  Lake  Success  NY  11042 


Our  new  Professional  Calculators 

will  be  waiting  for 
your  next  generation  of  employees* 


*  A  v 


I 


? 
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nography.  And  some  of  the  movies 
actually  get  pretty  fair  reviews. 
"Squeeze  Play  is  a  zesty  movie  .  .  .  the 
actors  are  fresh  and  likable,"  reported 
Janet  Maslin  in  the  New  York  Times. 

What  makes  Troma  different, 
though,  is  its  financing  and  distribu- 
tion formula.  Consider  Tlje  First  Turn- 
On,  which  opened  in  the  Carolinas,  a 
small  market,  in  November.  The 
movie  cost  $500,000  to  produce.  The 
First  Turn-On  has  since  grossed 
$300,000  just  in  the  two  states,  re- 
turning $105,000  to  Troma  in  box  of- 
fice rentals.  After  deducting  $60,000 
for  advertising  and  promotion,  Troma 
takes  its  25%  distribution  fee,  here 
$11,250.  The  remaining  $33,750  cov- 
ers print  costs,  advertising  and  part- 
nership participation. 

Producers  like  to  lure  outside  inves- 
tors. That's  called  partnership  partici- 
pation. With  a  big  Hollywood  produc- 
tion, the  investor  puts  up  his  money 
and  expects  great  returns  and  shoulder- 
rubbing  with  the  stars.  The  trouble  is 
Hollywood's  accountants  seem  to  be 
able  to  find  that  all  the  money  gets 
spent,  and  there's  no  return  for  those 
outside  participants. 

The  Troma  team,  though,  has  a 
reputation  for  honesty.  A  typical 
Troma  investor  who  puts  up  $50,000, 
or  10%  of  the  film's  budget,  receives 
10%  of  net  until  break-even.  Then  he 
gets  5%  of  any  profits.  Kaufman  says 
that  $50,000  will  double  within  four 
years  unless  the  film  is  a  dog. 

Kaufman  and  Herz  take  investment 
positions  themselves.  "We  could  pay 
ourselves  huge  salaries  from  a  bank 
line  of  credit,"  Kaufman  says.  "We 
don't.  We're  betting  on  the  worth  of 
our  film  library."  Although  he  refuses 
to  disclose  their  salaries,  Kaufman 
says,  "We're  doing  okay,  but  we  don't 
get  paid  like  Hollywood  executives." 

Kaufman  and  Herz  generate  capital 
from  a  variety  of  sources.  For  exam- 
ple, Richard  Howe,  executive  vice 
president  of  Prescott,  Ball  &  Turben, 
helped  raise  more  than  $2  million  in 
private  placements  for  distributing 
Waitress.'  and  Stuck  On  You. 

"On  a  return-on-equity  basis,  all 
our  cash  investors  have  done  all  right, 
but  the  leveraged  investor  has  been 
hurt  by  high  interest  costs,"  Howe 
says,  meaning  borrowing  money  to 
invest  doesn't  pay.  Private  investors 
anted  up  $250,000  for  The  First  Turn- 
On,  with  Troma  supplying  the  same. 
"This  isn't  a  tax  deal,"  Herz  says. 
"Everybody  is  in  it  for  the  profits." 

While  Herz  and  Kaufman  insist 
they  don't  have  any  qualms  about 
making  exploitation  films,  they  re- 
cently took  an  option  on  Peter 
Meyer's  book  The  Yale  Murder,  the  sto- 


ry of  a  Yale  coed  murdered  by  a  fellow 
student.  "It  would  cost  $25,000  to 
pick  up  the  option  and  then  $2.5  mil- 
lion to  make  the  picture,"  says  Kauf- 
man. "We'd  need  some  well-known 
actors,  and  the  production  values 
would  have  to  be  better,  but  I  think 
we  could  make  it  work." 

But  Hollywood  is  filled  with  men 
who  prospered  in  small  ways,  only  to 
reach  for  the  stars  and  trip.  Take 


By  Subrata  N.  Chakravarty 

India  is  a  bewildering  panorama 
of  bullock  carts  and  nuclear  power 
plants,  illiteracy  and  Nobel  Prize 
winners,  hunger  and  glittering  opu- 
lence (Forbes,  Mar.  12).  It  is  typical 
that  this  nation,  where  there  are  rela- 
tively few  telephones,  has  developed  a 
sophisticated  space  program,  at  a  cost 
so  far  of  over  $500  million. 

Last  year  an  Indian-designed  and  In- 
dian-manufactured rocket,  the  SLV-3, 
launched  an  Indian-made  earth  obser- 
vation satellite  into  orbit  in  April. 
Four  months  later  India's  Insat-IB 
multipurpose  satellite  was  launched. 
The  latter  was  American-built  and 
American-launched  but  to  detailed 
Indian  specifications. 

If  a  poor  nation's  spending  of  $500 
million  on  space  seems  incongruous, 
even  perverse,  consider  this:  For  a 
country  as  physically  large  and  hard 
to  get  around  in  as  India,  and  as  de- 
pendent on  monsoon  rains  for  food 
production,  satellites  may  offer  the 
cheapest  and  most  efficient  means  of 
communication,  education  and 
weather  forecasting  available. 

The  Indian  space  program  focuses 
on  India,  not  on  space.  Insat,  on  which 
India  has  already  spent  $150  million, 
is  the  first  commercial  system  that 


Menahem  Golan  and  Yoram  Globus, 
Israelis  who  run  Cannon  Group  Inc. 
Having  made  a  small  fortune  with 
low-budget  movies,  they  invested  $7 
million  in  a  Bo  Derek  film.  They  now 
have  an  apparent  disaster  on  their 
hands.  Could  Troma  similarly  over- 
reach? "We've  seen  a  lot  of  companies 
come  and  go,  but  we've  been  around 
too  long  to  make  a  mistake  like  that," 
says  Kaufman  bravely.  ■ 


incorporates  broadcasting,  telecom- 
munications and  weather  forecasting 
in  a  single  satellite.  "It  makes  sense  to 
use  the  best  new  technology  to  solve 
some  old  problems,"  says  Dennis  Kil- 
len,  former  director  of  the  Insat  pro- 
gram at  Ford  Aerospace  &.  Communi- 
cations, builder  of  the  systems. 

To  be  sure,  India  has  had  lots  of 
help  over  the  years.  The  Soviet  Union 
and  France  have  both  launched  Indi- 
an-built scientific  satellites  for  India 
without  charge.  The  Franco-West 
German  Symphonie  system  and  the 
U.S.'  National  Aeronautics  &  Space 
Administration  have  lent  satellites  to 
India  for  experimentation,  also  with- 
out charge. 

But  the  National  Aeronautics  & 
Space  Administration  gave  India  its 
biggest  single  boost.  For  one  year,  be- 
ginning in  August  1975,  NASA  put  an 
ATS-6  satellite,  trained  on  India,  in 
orbit.  This  offered  India,  free  of 
charge,  the  opportunity  to  assess  sat- 
ellite broadcasting  in  education.  It 
was  the  largest  such  experiment  ever 
conducted,  and  it  was  an  enormous 
success. 

Indian-built  receivers  and  commu- 
nity television  sets  got  the  broadcasts 
in  2,400  villages  in  six  states.  All  In- 
dia Radio  produced  1,300  hours  of  pro- 
gramming in  four  languages.  Aside 


What Mahatma  Gandhi  did  once  for  India, 
satellite  technology  may  do  again.  Maybe. 


Wiring  a  country 
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Potential  viewers  of  satellite  TV  in  Rajasthan  and  (below )  an  Indian  cartoonist's  comma// 
The  benefits  are  obvious,  and  so  are  the  perils. 


from  entertainment,  the  satellite 
broadeast  programs  on  farming,  fam- 
ily planning  and  education.  Some 
200,000  viewers  tuned  in  each  eve- 
ning. An  American  who  was  in- 
volved, Arnold  Frutkin,  then  NASA's 
assistant  administrator  for  interna- 
tional affairs,  describes  the  program: 
"It  was  marvelous.  Every  eve- 
ning people  began  drifting  in 
from  the  fields  and  from  neigh- 
boring villages,  some  of  whom 
had  never  seen  a  moving  image 
before." 

Next  came  the  Insat-IA, 
launched  for  a  fee  by  NASA  in 
April  of  1982.  Because  of  techni- 
cal glitches,  this  satellite  was 
abandoned  five  months  later. 
The  Insat-IB  launching,  howev- 
er, succeeded.  A  backup,  Insat- 
1C,  is  scheduled  to  be  launched 
during  a  shuttle  mission  in  June 
1986. 

The  weather  forecasting  capa- 
bility has  already  proved  its 
worth.  Even  before  the  system 
was  declared  operational  on 
Oct.  15,  a  satellite  photograph 
showed  a  cyclone  heading 
toward  India's  eastern  coast. 
Thanks  to  the  unusually  early 
warning,  the  loss  of  life  was 
limited  to  fewer  than  100  peo- 


ple, instead  of  the  thousands  killed  by 
similar  storms  in  the  past. 

Broadcasting  will  bring  the  biggest 
benefits.  Through  35  ground  stations 
already  built,  it  will  some  day  be  pos- 
sible to  bring  schooling  and  entertain- 
ment to  the  hundreds  of  millions  of 
people  in  India's  600,000  villages.  The 

7T 


"1  bat  e  just  pasted  a  picture  there,  saving 
myself  the  bother  of  switching  it  on. " 


only  limit  is  in  India's  ability  to  build 
and  install  receivers  and  television 
sets.  India  could  be  wired  for  less  than 
$1  billion,  a  tiny  fraction  of  what  it 
would  cost  to  build  an  extensive 
ground  structure. 

There  are  obvious  perils  in  such  a 
system  for  a  democracy.  Who  controls 
the  flow  of  information  largely 
controls  what  people  think,  and 
the  Indian  satellite  system  is 
firmly  under  government  con- 
trol. But  India's  democracy  has 
already  withstood  strains  that 
have  previously  destroyed  de- 
mocracy in  other  former  colo- 
nial and  less-developed  coun- 
tries. It  may  well  withstand  this 
one.  Meanwhile,  satellites  can 
be  a  unifying  force  in  a  nation 
that  tries  tying  together,  some- 
times against  improbable  odds, 
750  million  people  of  many  dif- 
ferent languages,  cultures  and 
ethnic  origin.  By  strength  of 
character  and  by  example,  Ma- 
hatma  Gandhi  pulled  this  coun- 
try together  in  the  first  place. 
There  is  no  Mahatma  Gandhi  in 
India  today,  but  there  is  satellite 
technology.  Just  one  more  ex- 
ample of  how  technology  can 
work  either  for  good  or  for 
evil.  ■ 
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In  a  world 
that  demands  new 

technologies  and  services 
almost  daily... 


there  is  one  thing  you 
must  be  sure  of... 


mmmmmmmm 


In  background,  Westinghouse 
WDPF™  process  control  and 
data  acquisition  system:  the 
world's  fastest,  most  powerful 
process  control  technology. 


We're  making  sure 


Westinghouse  has  never  been 
better  prepared  to  live  up  to  our 
promise,  "You  can  be  sure  if  it's  Westinghouse!' 

That  promise  is  backed  by  an  uncompromising  commitment 
to  deliver  quality  products  and  services  in  all  our  businesses, 
worldwide. 

Quality  is  the  focus  of  over  2,100  quality  circles  in  our  plants  and 
offices.  It's  the  principal  objective  of  our  Productivity  and  Quality 
Center.  It's  the  by-product  of  an  across-the-board  awareness  that  we 
must  be  the  best  we  can  possibly  be  to  succeed  in  an  increasingly 
competitive  global  marketplace. 

Our  financial  and  human  resources  are  being  focused  to  create 
new  quality  standards.  We've  restructured  management  to  be 
leaner,  more  responsive  to  customer  needs.  We've  challenged 


our  employes  to  achieve  new  levels  of  personal  excellence. 
We're  getting  results. 

We're  developing  new  technologies  that  anticipate  our  customers' 
needs.  We're  putting  technologies  to  work  in  imaginative  ways  for 
improved  productivity  today,  ours  and  our  customers:  And  we're 
helping  our  customers  to  be  more  cost  effective  through  innovative 
approaches  to  service  around  the  world. 

Westinghouse  is  a  changed  company  today.  We're  global.  We're 
a  technology  company.  We're  a  manufacturing  company.  We're  a 
service  company.  As  the  world  changes,  we're  positioned  to  compete 
in  fast-moving  markets. 

Most  important,  there  is  one  common  ingredient  for  success  in  all 
our  undertakings.  An  uncompromising  commitment  to  quality. 

We're  making  sure.  So  you  can  be  sure  if  it's  Westinghouse. 


In  new  technologies; 
we  re  setting  the  pace 

,tb  stay  ahead 

ofourcustomers' 


New  radar:  sees  weather, 
aircraft  together  for  first  time. 

Clockwise  from  top 

Fuel  ceils:  low  cost,  nonpolluting, 

efficient  energy  source. 
Power  generation:  new  services 
anticipate  changing  technology. 
VHSIC:  40  times  smaller;  1,000 
percent  more  processing  power. 
WDPF:  split-second  process 
control 


We're  making  sure 


We're  developing  new  technologies 
that  are  setting  new  quality  standards. 
We  re  not  only  anticipating  our  customers'  needs  for  new  technologies, 
we're  making  sure  we  have  answers  that  work. 

A  record  of  quality  and  innovation  helped  us  win  the  largest  contract 
ever  awarded  for  FAA  radar.  The  $480  million  project  will  help  handle 
an  expected  doubling  of  air  traffic  by  the  year  2000  without  having 
to  build  scores  of  new  airports. 

We're  working  on  submicron  integrated  circuit  technology  for 
one  of  the  Defense  Department  s  highest  priority  technologies, 
VHSIC  (Very  High  Speed  Integrated  Circuits).  Half-micron  features 
on  silicon  chips  are  20  millionths-of-an-inch  wide,  so  small  they 
could  display  every  highway,  street,  road  and  lane  in  the  U.S.  on 
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accurately  simulate  actual  operating  conditions  to  help  prepare 
operators  from  around  the  world  in  the  most  thorough  manner  possible. 

That  same  kind  of  service  excellence  helps  Westinghouse 
microprocessor-based  elevators,  escalators,  and  people  movers  to 
reliably  move  more  than  twice  as  many  people  as  all  of  the  airlines, 
buslines,  and  railroads  in  the  U.S.A.  combined. 

And  in  the  defense  electronics  industry,  we  have  the  largest  self- 
contained  service  group  totally  dedicated  to  maintaining  operational 
readiness  for  the  U.S.  and  dozens  of  other  countries. 

Around  the  world,  a  vigorous  Westinghouse  commitment  to 
industrial  service  programs  brings  new  productivity  to  existing 
plants . . .  from  total  operations  analysis  to  top-to-bottom  overhaul. 

At  Westinghouse,  service  is  a  lot  more  than  traditional  "support!' 
We  see  it  as  innovative  opportunities  to  help  customers  get  the  most 
out  of  their  capital  investments. 
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Group  W:  wholesome  family 
entertainment  is  its  hallmark. 

Clockwise  from  top 

Television:  quality  programming. 

Office  furniture  systems:  for 

improved  white  collar  productivity. 
Bottling:  consistent  taste  and 
quality  in  popular  brands. 
Thermo  King:  world  pioneer  in 

refrigerated  transport. 

rx?  communities:  an  accent 

'■'  reality  lifestyles;" 


WpYp  IDSkinff  ^lirP  The  Westing  house  quality  approach 

11010  Hiciiuiigouio  enriches  areas  as  diverse  as  leisure, 
entertainment,  daily  living,  even  the  workplace. 

Quality  family  entertainment  and  social  responsibility  have  been 
hallmarks  of  Westinghouse  Group  W  radio  and  television  since  we 
brought  the  world  the  first  commercial  radio  broadcast  in  1920. 
Today  Group  W  is  six  major  market  television  stations,  nearly  two 
million  cable  subscribers,  10  million  radio  listeners  daily,  and  a  major 
television  production  company.  Even  as  we  work  at  the  leading  edge 
of  cable  technologies,  experimenting  with  exciting,  new  interactive 
information  and  entertainment  services,  we  never  lose  sight  of  our 
commitment  to  quality  programming. 

From  Half  Moon  Bay,  California,  to  Pelican  Bay,  Florida,  Westinghouse 
planned  communities  thrive  because  quality  lifestyles  come  first 
in  our  planning.  One  community,  Coral  Springs,  Florida,  recently 


celebrated  its  20th  birthday  as  its  population  climbed  past  51,000  and 
its  assessed  valuation  topped  $1  billion. 

Millions  of  people  in  over  80  countries  enjoy  fresh  foods  brought 
to  market  by  Thermo  King  transport  refrigeration.  Even  temperature 
sensitive  necessities  such  as  medicines,  film,  and  many  chemicals 
owe  their  convenient  availability  to  Thermo  King. 

In  the  workplace,  our  office  furniture  systems  improve  productivity 
with  better  aesthetics,  less  noise,  and  more  flexibility.  Muzak*  our 
environmental  music  service,  is  enjoyed  by  millions. 

Our  Longines-Wittnauer  watches  are  recognized  for  their  elegance 
and,  every  day,  people  of  all  ages  from  California  to  Puerto  Rico 
enjoy  the  consistent  quality  we  provide  as  the  largest  bottler  of  7-Up 
in  the  United  States. 

Westinghouse  is  people  dedicated  to  quality  and  excellence  in 
everything  we  do. 
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"We  are  opening  new  doors 
into  the  world  as  it  is  going  to  be, 
not  as  it  is, 

with  an  uncompromisin 
promise  of 

quality  products  and  se 

Westinghouse  is 
130,000  people  around  the  world 
dedicated  to  keeping 
that  promise:' 
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{her  information  in  the  U.S.A.,  call  toll  free:  800-245-4474.  In  Pennsylvania,  call  800-245-2550. 
write:  Westinghouse  Building,  Six  Gateway  Center,  Dept.  10,  Pittsburgh,  PA  15222,  U.S.A. 
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Albany's  Key  Banks  watched  quietly  when 
New  York  City  competitors  moved  upstate 
Then  the)'  pulled  out — and  Key)  bought  a 
branch  network  cheap. 

Small-town 
smarts 


By  Pamela  Sherrid 

T|  he  manager  of  Key  Banks' 
branch  in  Cobleskill,  N.Y.  (pop. 
5,300)  also  owns  a  local  dairy 
farm.  This  fact  alone  doesn't  explain 
why  Albany-based  Key  has  succeeded 
where  the  big  New  York  City  banks 
have  failed,  but  it's  an  important  clue. 

"Our  guy  knows  every  dairy  farmer 
in  the  area,  how  many  cows  he  has 
and  how  much  milk  they  give,"  says  a 
Key  executive.  "When  a  farmer  needs 
a  loan  to  buy  hay  for  the  winter,  our 
manager  can  just  say  'sign  here.'  If 
Citibank  sends  in  someone  with  a 
three-piece  suit,  he  won't  do  much 
business." 

Eight  years  ago,  no  one  at  Key 
Banks  could  be  that  cocky.  That's 
when  New  York  authorized  statewide 
branch  banking.  The  big  city  banks, 
including  Bankers  Trust  and  The 
Bank  of  New  York,  headed  for  the 
hinterlands,  buying  up  banks  and 
building  branches. 

But  banks  like  Key  came  out  on  top, 
which  should  interest  anyone  who 
thinks  well-run  regionals  will  be  deci- 
mated by  interstate  banking.  Big  city 
competitors  found  the  going  tougher 
than  they  had  expected  in  the  rural 
areas  and  small  towns  that  are  Key's 
traditional  turf.  And  when  they  decid- 
ed to  retrench,  Key  stood  ready. 
"They  built  us  a  beautiful  branch 
banking  system,  which  we  have  pur- 
chased for  a  fraction  of  the  cost,"  says 
Victor  Riley  Jr.,  52,  Key's  aggressive 
chief  executive. 

He  aims  to  turn  the  fast-changing 
regulatory  environment  to  his  advan- 
tage. In  July  1982,  for  example,  when 
a  state  law  allowed  New  York  banks 
to  make  investments  in  Maine,  Key 
moved  to  purchase  Depositors  Corp., 
the  state's  largest  bank.  That  and 
recent  in-state  acquisitions  will  in- 


crease Key's  assets  by  40%,  to  nearly 
$5  billion. 

This  expansion,  along  with  Key's 
improving  financial  performance,  has 
caught  Wall  Street's  eye.  For  years 
Key  was  a  humdrum  performer,  over- 
shadowed by  its  larger  Albany  rival, 
Norstar  Bancorp.  But  in  recent  times 


Key's  Victor  Riley  Jr. 

"We  buy  nothing,  not  even  money." 


Key  has  come  into  its  own:  Its  shares 
almost  doubled  in  price  last  year  and 
now  trade  for  just  under  $30,  close  to 
book  value.  Key's  1.06%  return  on 
assets,  though  still  below  Norstar's,  is 
well  above  average.  And  last  year  Key 
edged  past  Norstar  with  a  14.4%  re- 
turn on  equity  as  earnings  climbed 


27%,  to  $33  million. 

Riley,  a  strapping  man  with  a 
booming  voice  who  rose  through  the 
trust  department,  has  given  a  lot  of 
thought  to  how  his  regional  bank  can 
best  survive.  His  conclusion:  Stick  to 
retail  operations.  "Whatever  we've 
got  in  the  shop,  we've  put  here,"  he 
says.  "We  buy  nothing,  not  even  mon- 
ey." Instead,  Key  takes  local  deposits 
and  makes  highly  profitable  loans  to 
consumers  and  small  and  medium- 
size  local  businesses,  like  those  Co- 
bleskill dairy  farmers. 

Key  doesn't  need  money  brokers  be- 
cause its  branch  system  brings  in  low- 
cost  funds.  Riley's  secret  is  to  stay 
away  from  big  cities.  Service  and  long- 
term  personal  relationships  are  more 
important  in  small  towns,  and  delin- 
quencies are  lower.  That  allows  Riley 
the  luxury  of  higher  margins.  Sure, 
Key  couldn't  get  away  with  paying 
7%  interest  when  others  were  paying 
9%,  but  it  can  get  and  hold  deposits 
by  paying  8.5%.  In  banking  that 
makes  the  difference  between  medio- 
cre and  stellar  returns. 

Riley's  formula  for  a  profitable  op- 
eration, however,  does  not  insure 
growth.  In  order  to  get  that,  Key  ex- 
panded gradually  after  the  big  banks 
started  their  retreat.  Excluding  New 
York  City,  it  now  has  the  second- 
largest  branch  network  in  the  state 
(after  Marine  Midland).  Riley  is  break- 
ing his  rule  about  keeping  out  of  big 
cities  in  a  new  venture.  He  has 
launched  a  car  leasing  subsidiary  to 
deploy  excess  cash,  and  it  solicits  cus- 
tomers in  seven  cities,  including  At- 
lanta and  Boston. 

With  full-service  branches  wherev- 
er he  wants  them  in  New  York,  Riley 
is  casting  a  covetous  eye  at  the  small 
towns  of  New  England.  Besides  the 
Maine  acquisition,  Key  has  small  eq- 
uity interests  in  well-run  retail  banks 
in  Vermont  and  New  Hampshire,  but 
those  states  aren't  expected  to  ap- 
prove outside  buyers  soon.  New  York 
bankers  aren't  welcome  in  Massachu- 
setts either,  and  it  recently  stopped 
Riley  and  others  from  entering 
through  the  Maine  back  door. 

Patience  is  in  order.  Fitting  his  new 
pieces  together  should  keep  Riley 
busy  for  a  couple  of  years.  By  then, 
too,  he  may  have  the  regulatory  free- 
dom to  put  more  pieces  in  his  budding 
small-town  bank  empire.  On  the  oth- 
er hand,  Key  could  wind  up  on  some- 
one else's  shopping  list.  Late  last  year 
Chase  Manhattan  agreed  to  purchase 
Rochester-based  Lincoln  First,  a  bank 
about  as  large  as  Key.  Some  analysts 
think  that  may  mark  the  beginning  of 
another  wave  of  outside  interest  in 
upstate  New  York  banks.  ■ 
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Numbers  Game 


If  you  lent  money  to  a  business  that  went 
bankrupt,  dont  expect  much  from  the 
auditors  who  said  everything  was  fine. 
They  may  not  owe  you  a  thing. 


Edited  by  Richard  Greene 


The  Fox 
got  away 


By  John  Heins 


In  April  1982,  when  Saxon  Indus- 
tries, Inc.  filed  for  reorganization, 
Fox  &.  Co.,  the  firm's  auditors, 
seemed  to  be  in  even  deeper  trouble. 
Both  International  Paper  and  Borden 
sued  Fox  for  a  total  of  $6.3  million, 
charging  that  negligent  misrepresen- 
tation of  Saxon's  financial  position 
had  led  them  to  extend  credit  to  the 
company  in  the  months  just  prior  to 
its  collapse. 

Other  accountants  trembled  at  the 
possible  consequences.  The  extent  of 
an  auditor's  liability  in  such  situa- 
tions has  never  been  clear. 

Recently,  however,  New  York's 
highest  court  has  let  Fox  out  of  the 
trap.  It  ruled  that  the  firm 
could  not  be  held  liable 
for  negligence  unless 
there  was  direct  business 
contact,  or  "privity,"  with 
the  plaintiffs.  As  long  as 
Fox  didn't  commit  fraud 
and  wasn't  in  cahoots 
with  Saxon,  its  duty  to 
perform  professional  au- 
dits didn't  extend  to  credi- 
tors like  IP  and  Borden. 

So,  have  accountants 
pulled  out  the  party  hats 
and  noisemakers?  Not 
quite.  While  the  New 
York  court  has  spoken, 
life  is  not  so  simple  else- 
where. "This  issue  is 
fuzzy,  it's  vague  and  there 
are  no  hard  and  fast  con- 
clusions," says  Paul 
Neuwirth  of  Alexander 
Grant  &  Co.  in  Philadel- 
phia. "There  is  a  substan- 
tia! split  of  authority." 


Consider,  for  example,  a  recent 
New  Jersey  case.  As  part  of  a  decision 
concerning  Big  Eight  accounting  firm 
Touche  Ross,  the  supreme  court  there 
ruled  that  accountants  are  liable  to 
anyone  who  they  can  reasonably  ex- 
pect to  rely  on  financial  statements 
they  audit.  The  precedent  is  scary. 
"There  is  absolutely  no  way  that  ac- 
countants can  protect  themselves 
against  the  limitless  liability  that  the 
New  Jersey  case  establishes,"  says  Al- 
vin  Stein,  Fox  &  Co.'s  attorney.  "An 
auditor  would  be  at  the  mercy  of  his 
client's  future  conduct." 

Nor  can  Fox  rest  easy,  despite  its 
New  York  victory.  Saxon  has  filed  a 
suit  alleging  damages  for  fraud  and 
misrepresentation.  Fox  also  faces  a 


class  action  filed  on  behalf  of  Saxon 
shareholders  charging  violation  of 
federal  securities  law. 

Battling  over 
lines  of  business 

The  SEC  may  be  easing  its  disclo- 
sure rules,  but  one  controversial 
area  is  getting  lots  more  attention. 
The  dispute  involves  what  the  ac- 
countants call  "segment"  or  "line-of- 
business"  reporting,  and  the  Financial 
Analysts  Federation  thinks  current 
requirements  are  inadequate. 

"This  matter  increases  in  impor- 
tance as  companies  become  more  di- 
versified," says  Anthony  Cope,  a  vice 
president  of  Boston's  Wellington 
Management  Co.,  who  heads  an  FAF 
committee  that  has  just  issued  a  re- 
port on  the  subject.  "Today's  segment 
reporting  tends  to  obscure  the  true 
facts,"  he  argues.  "Changes  are  made 
from  period  to  period,  and  the  results 
are  not  always  consistent." 

Some  problems  cited  by  the  FAF: 

•  Boeing  provides  no  guidance 
"about  the  relative  importance  of 
each  [commercial  aircraft]  product  be- 
yond the  number  of  units  produced." 

•  Republic  Steel  fails  to  provide 
line-of-business  data  and  separate  dis- 
cussion of  its  coal,  oil  and  metal  fabri- 
cation businesses. 

•  National  Steel  provides  inad- 
equate discussion  of  its  thrift  subsid- 
iary, First  Nationwide  Financial 
Corp.,  with  total  assets  of  $8.5  billion. 

Corporate  officers  argue  that  more 
information  would  pro- 
vide little  help  and  just 
confuse  investors.  "All  as- 
pects of  our  business  are 
fairly  similar,"  says 
Fletcher  Thorne-Thom- 
sen  Jr.,  treasurer  of  Brown- 
ing-Ferris, another  recipi- 
ent of  FAF  criticism.  "It  is 
not  necessary  to  break 
things  out.  Analysts  will 
always  want  a  little  more 
than  we  are  willing  to  give 
them." 

But  the  FAF  may  have 
the  last  laugh.  In  mid-Feb- 
ruary the  SEC  proposed  a 
rule  that  will  require  seg- 
ment reporting  to  appear 
in  quarterly  reports. 
What's  more,  the  com- 
mission has  also  given  ad- 
vance notice  of  further 
proposals  that  may  ex- 
pand segment  reporting 
even  more.  ■ 
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U.S.  CITIES  THAN  ANY  OTHER  U.S.  AIRLINE. 


MORE  OF  THE  ORIENT 
FROM  MORE  OF  AMERICA 
THAN  ANY  OTHER 

AIRLINE. 


FASTEST  FROM  MOST 
U.S.  CITIES. 

48  NONSTOPS  WEEKLY. 

•  TO  TOKYO  from  Chicago, 
New  York,  San  Francisco, 
Seattle ITacoma,  Los  Angeles 
and  Honolulu. 

•  TO  SEOUL  from  Chicago*  and 
Seattle  ITacom a. 

•  TO  OSAKA  from  Honolulu. 

•  NEW  one-stop  service  to  Kuala 
Lumpur*  from  San  Francisco. 

'Starting  week  of  April  29, 1984. 


DOUBLE  OR  TRIPLE 

FREE  FLIGHT  PLAN  CREDITS. 

Fly  Our  Way  to  the  Orient  and  you 
can  earn  double  Free  Flight  Plan 
credits  in  Executive  Class.. . and 
triple  credits  in  First  Class!  Subject 
to  foreign  government  approvals. 

EXECUTIVE  CLASS  ATA 
COACH  PRICE. 

Now  for  the  cost  of  full  Coach,  you 
can  fly  in  the  comfort  and  luxury  of 
our  exclusive  Executive  Class. 


FIRST  AND  EXECUTIVE 
CLASS  SERVICE. 

Regal  Imperial  service 
with  exquisite  dining, 
fine  French  wines 
and  champagnes, 
Royal  Doulton  China, 
roomier  seating  and  more. 

For  more  information  and 
reservations,  call  your  travel  agent, 
corporate  travel  department  or 
Northwest  Orient:  (800)  447-4747 
(toll-free). 


The  Up  &  Comers 


The  gas  glut  may  be  bad  news  for  some  producers,  but  for  the 
brokers  of  Boston  s  Yankee  Oil  &  Gas,  its . . . 


Just  another 
opportunity 


By  John  Merwin 


A few  years  ago  it  was  easy  to 
make  money  in  natural  gas, 
k  and  plenty  of  people  in  pointy- 
toed  ostrich  boots  did.  There  was  a 
shortage,  remember? 

No  longer,  not  with  3.2  trillion  cu- 
bic feet  of  natural  gas  going  begging 
for  buyers.  But  this  recent  imbalance 
toward  the  supply  side  has  created 
new  moneymaking  opportunities  for 
those  operators  who  are  keen  enough 
to  spot  them. 


Yankee  Oil  &  Gas  Inc.  is  one  of 
them.  No  good  old  boys  sporting 
western  boots,  bodacious  belt  buckles 
or  diamond-studded  Rolexes  are  to  be 
found  in  the  buttoned-down  Boston 
headquarters  of  this  six-year-old  oil 
and  gas  company.  But  no  matter.  The 
Yankees  are  no  slouches  in  the  gas 
business. 

On  one  hand,  Yankee  has  found  a 
slew  of  well-owners  anxious  to  un- 
load their  shut-in  gas  at  thrifty  prices. 
On  the  other,  Yankee  has  found 
scores  of  industrial  customers  willing 


i  ankee  OH  &  Gas  Inc.  's  Paul  Montle,  Graham  Jones  and  Lance  Schneier 
The.  oil  patch  may  look  bad,  but  not  from  Boston. 


to  buy  gas,  rather  than  fuel  oil,  if  the 
price  is  right.  The  price  as  quoted  by 
conventional  marketers  (interstate 
pipelines  and  local  utilities)  is  too  of- 
ten uneconomically  high.  Yankee  has 
exploited  the  opportunity  to  bring  to- 
gether aggrieved  sellers  and  buyers  of 
natural  gas. 

The  past  several  years  have  been 
tough  on  most  small  energy  compa- 
nies. But  Yankee's  revenues  have 
grown  to  $82  million  in  fiscal  1983 
from  $8  million  in  1980.  In  this  fiscal 
year,  ending  June  30,  they  should  top 
$100  million.  Net  in- 
come has  risen  to  $5.4 
million  from  $400,000 
and  may  hit  $7  million 
for  1984. 

Moreover,  Yankee's 
founder  and  chief  ex- 
ecutive officer,  Paul 
Montle,  says  that  cash 
flow,  by  far  the  most 
important  gauge  of  an 
oil  and  gas  company's 
health,  will  run  around 
$12  million  or  $13  mil- 
lion in  1984.  After  pro- 
jected spending  of  $8 
million,  that  should 
leave  more  than  $4 
million  in  loose  change 
for  acquisitions,  which 
are  crucial  to  Yankee's 
growth. 

Montle,  who  is  a  na- 
tive-born Bostonian, 
was  graduated  with  an 
economics  degree  from 
Tufts  University.  He 
founded  Yankee  in 
1977.  While  working  as 
a  securities  broker 
Montle  had  sold  drilling 
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Personal  Luxury  with 
pontiac  flair 


GRAND  PRIX 


This  is  one  luxury  car  that  doesn't  compromise  on  performance. 

Sure,  Grand  Prix's  full  coil  suspension  has  been  calibrated 
for  smooth,  comfortable  ride.  The  body-contoured  seats  are 
covered  with  a  rich  textured  cloth  that's  gentle  to  the  touch.  And 
virtually  every  feature  you'd  ever  want  in  a  luxury  car  is  available. 

Yet,  Grand  Prix  is  still  a  Pontiac.  And  that  means  driving 
excitement.  With  quick-ratio  power  steering.  Fade-resistant 


power  brakes.  A  front  stabilizer  bar  that  helps  keep  it  square  to 
the  road  in  tight  turns.  And  a  responsive  3.8  liter  V-6  engine. 
(For  an  even  greater  "kick,"  order  the  5.0  liter,  4-barrel  V-8  engine 
and  Y99  Rally  Suspension.) 

Pontiac  Grand  Prix.  It  doesn't  compromise  on  luxury  or 
performance.  So  why  should  you?  r~ 

Some  Pontiacs  are  equipped  with  engines  produced  by  other  GM  divisions,  subsidiaries       "  ™ 
or  affiliated  companies  worldwide  See  your  Pontiac  dealer  for  details 


PONTIAC  WE  BUILD  EXCITEMENT 


The  Up  &  Comers 

funds  and  decided  he  could  run  a  bet- 
ter one  himself.  He  started  Yankee 
Oil  &  Gas  with  only  $100  in  capital 
but  was  soon  joined  by  a  friend,  Gra- 
ham Jones,  former  Drexel  Burnham 
Lambert  senior  vice  president,  now 
Yankee's  chairman,  who  invested 
more  than  $200,000  in  the  company. 
Since  then  Yankee  has  raised  $8  mil- 
lion in  two  public  offerings  and  $15 
million  in  a  Eurobond  financing.  Even 
after  several  acquisitions,  Yankee  has 
$20  million  in  cash  and  equivalents  in 
the  bank,  reflecting  the  company's 
conservative  bent.  All  this  has 
worked  nicely  for  Montle,  36,  and 
Jones,  51,  who  between  them  hold 
$27  million  worth  of  Yankee  stock. 

Timing  has  made  Yankee's  entry 
into  gas  brokering  and  marketing 
work  nicely.  Federal  policy  had  driven 
gas  prices  to  uneconomic  heights  in 
recent  years.  Eager  for  supplies  at  any 
cost,  interstate  pipelines  and  local 
utilities  had  signed  long-term  pur- 
chase contracts  for  expensive,  hard- 
to-find  gas,  which  the  government  en- 
couraged producers  to  go  after  in  the 
late  1970s.  In  the  past  couple  of  years, 
jolting  price  increases  began  hitting 
industrial  gas  users  and  many  started 
switching  back  to  fuel  oil.  Yankee 
jumped  into  the  business  after  the  gas 
imbalance  swung  sharply  to  excess 
supply,  and  prices  dropped.  So  its  gas 
"inventory"  cost  is  lower  than  that  of 
competing  utilities. 

How  did  Yankee's  strategy  begin? 
The  idea  of  bypassing  pipelines  in  gas 
sales  arose  in  Ohio  in  the  mid-Seven- 
ties. Squeezed  by  severe  gas  shortages, 
some  Ohio  industries  found  their  own 
in-state  gas  sources.  Aided  by  innova- 
tive state  regulations,  manufacturing 
companies  managed  to  move  their 
own  gas  to  the  factories  simply  by 
paying  pipelines  a  transportation  fee. 

Thanks  to  federal  regulatory 
changes,  gas  transportation  deals  like 
these  are  feasible  today  in  perhaps 
two-thirds  of  the  50  states.  Head  of 
Yankee's  gas  marketing  operations, 
Lance  Schneier,  an  attorney  who 
steered  through  some  of  the  early 
Ohio  deals,  explains  how  a  Yankee 
transaction  might  work:  Faced  with 
paying  $5.50  per  thousand  cubic  feet 
of  gas,  a  glass  manufacturer  is  about 
to  shut  down  part  of  its  operations. 
Though  the  interstate  pipeline  and  lo- 
cal gas  utility  would  like  to  make  a 
low-cost  deal  with  the  glass  company, 
they  can't  because  the  regulated  utili- 
ties cannot  price-discriminate  against 
other  industrial  buyers. 

Now  comes  Yankee,  which  has  lo- 


cated well-owners  awash  in  gas  and 
willing  to  sell  directly  to  the  glass 
company,  instead  of  the  hamstrung 
pipelines  or  utilities,  for  $4.50  per 
mcf,  or  $1  less  than  the  utility's  price. 
Yankee  might  lay  out  75  cents  per 
mcf  to  move  the  gas  from  wells 
through  various  pipelines  and  utility 
plants  to  the  glass  factory.  Yankee- 
then  tacks  on  10  cents  per  mcf  for 
arranging  all  this.  That  brings  the 
glassmaker's  total  cost  to  $5.35  per 
mcf,  15  cents  less  than  the  glass  com- 
pany otherwise  would  pay.  Over  time, 
the  savings  become  significant. 

Whether  it's  a  good  deal  for  inter 
state  pipelines  and  local  utilities  is 
another  matter,  an  issue  central  to 
Yankee's  continued  success.  Tradi- 
tional pipeline  operators  aren't  com- 
mon carriers.  They  can  reject  a  Yan- 
kee gas  transportation  request,  killing 
a  prospective  deal.  Ninety-five  per- 
cent of  the  time,  in  fact,  pipelines  do 
nix  deals,  guarding  their  role  as  the 
nation's  principal  buyers  and  sellers 
of  gas.  Pipelines  think  that  role  is 
more  profitable  than  merely  trans- 
porting someone  else's  brokered  gas. 

Even  the  more  progressive  pipe- 
lines, those  willing  to  settle  for  a  mere 
transportation  fee,  threaten  Yankee's 
market.  Transco  Energy,  a  Gulf 
Coast-to-eastern-U.S.  pipeline,  has  ar- 
ranged gas  transportation  deals  for  its 
own  industrial  customers,  settling  for 
a  transportation  fee  only,  eliminating 
the  brokerage  fee  that  Yankee  would 
have  charged.  "If  everybody  thought 
like  Transco  does,"  Montle  admits, 
"we  might  not  have  gotten  to  where 
we  are." 

Yankee  intends  to  build  its  own  $1 
million-a-mile  spur  lines  directly 
from  trunk  gas  lines  into  factories. 
Yankee  thus  hopes  to  lock  up  big  cus- 
tomers for  10  to  20  years,  in  case  more 
interstate  pipelines  and  utilities  de- 
cide to  go  after  the  brokerage  business 
themselves. 

The  volume  of  Yankee's  gas  deals 
has  risen  tenfold,  to  100  million  cubic 
feet  a  day  over  the  last  two  years. 
Meanwhile,  Montle  has  been  hedging 
the  business.  Although  Yankee  start- 
ed as  a  drilling  fund,  it  since  has 
bought  its  way  not  only  into  gas  bro- 
kerage but  also  into  oilfield  service 
rigs  and  fast-payback  development 
drilling,  giving  the  company  its  own 
oil  and  gas  reserves. 

Yankee  recently  bought  40%  of 
Columbine  Exploration,  development 
drillers  in  Wyoming's  Powder  River 
Basin,  and  25%  of  Sparkman  Energy,  a 
Texas-based  pipeliner  with  access  to 
large  blocks  of  low-cost  gas  that  Yan- 
kee is  beginning  to  ship  north.  "No- 
body can  predict  precisely  who  will 


survive  long  term  in  this  deregulated 
environment,"  cautions  Montle.  "But 
well-run  companies  that  started  from 
scratch  with  a  low  cost  basis  can  sur- 
vive. In  trucking  or  airlines  the  princi- 
pal cost  ingredient  is  labor.  In  our 
business,  it  is  gas  contracts." 

And  what  if  the  glut  evaporates  and 
gas  supplies  grow  tight?  Montle  fig- 
ures Yankee  will  still  have  lower  gas 
costs  than  competing  interstate  pipe- 
lines and  utilities,  plus  he  is  willing  to 
slug  it  out  with  any  other  bidder  for 
additional  gas  supplies.  Even  though 
Yankee's  brokerage  volume  may  fall, 
Montle  reckons  margins  would  rise, 
as  they  have  in  past  shortages.  All  it 
takes,  he  figures,  is  a  little  Yankee 
ingenuity  and  adjusting  to  the  cir- 
cumstances. Even  if,  as  Lance 
Schneier  reflects  when  he  thinks  of 
another  1970s-style  crunch,  "We 
don't  wear  the  right  type  of  shoes." 


Nonpublic  offerings 

Susan  Goldstein  enjoyed  almost  in- 
stant success  three  years  ago 
when  she  opened  Lick  Your  Chops,  a 
health  food  store  that  sells  vitamins, 
food  supplements  and  even  "boutique 
items" — for  pets.  The  store,  in  York- 
town  Heights,  N.Y.,  teemed  with  cus- 
tomers and,  soon  after,  investors. 
"People  started  coming  in  and  saying, 
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NOW  YOU  CAN  PROVIDE  A  SUPERIOR 
IRA  PROGRAM  WHILE  HARMI  LIFTING  A  FINGER. 


Now  that  IRAs  are  available 
even  to  wage  earners  with  pension 
plans,  your  employees  are  proba- 
bly thinking  about  them  right  now. 

And  wondering  if  you  are  going 
to  make  available  an  IRA  program 
to  supplement  their  retirement 
income. 

Realizing  this,  Metropolitan  is 
ready  to  provide  your  employees 
with  a  program  that  tequires  mini- 
mal effort  on  your  part  and  involves 
practically  no  cost  to  you. 

It's  Metropolitan's  Metromatic 
IRA  Program. 

All  you  do  is  arrange  for  payroll 
deductions  by  your  employees. 
Metropolitan's  trained  profession- 
als will  hold  one-on-one  interviews 
with  your  employees  to  discuss 
the  benefits  provided  by  an  IRA 


and  assist  them  in  establishing 
their  own  IRAs  for  amounts  up  to 
$2,000.  The  administrative  details 
will  be  handled  by  Metropolitan 
and,  with  your  cooperation,  the 
program  will  be  communicated  to 
your  employees. 

In  addition,  Metropolitan  will 
provide  a  sound  and  attractive 
vehicle  for  the  IRA  contributions— 
the  Flexible  Retirement  Annuity 
Contract. 

All  of  your  employees  who  are 
interested  in  providing  for  retire- 
ment on  a  tax-deferred  basis  will 
welcome  this  unusually  beneficial 
IRA  program.  It  features  an  op- 
tional provision  that  will  continue 
payments  to  the  employee's  IRA 
in  the  event  of  total  disability.  It 
has  flexible  options  which  allow  use 


of  the  IRA  to  provide  retirement 
income.  Under  this  program, 
employees  can  even  continue  their 
IRAs  should  they  leave  the 
company. 

Metropolitan,  because  of  its  vast 
financial  and  human  resources,  is 
equipped  to  serve  a  company  of 
any  size  and  in  any  location. 
Arranging  for  Metromatic  IRA  is  a 
simple  matter.  Just  contact  your 
local  Metropolitan  office  and  ask  to 
have  a  representative  call. 

This  is  a  chance  to  make  a  favor- 
able impression  on  your  employees 
at  practically  no  cost  and  with  vir- 
tually no  effort. 


Metropolitan 

Insurance  ICompanies 


METROPOLITAN  REALLY  STANDS  RY  YOU. 


Life/Health/Auto/Home/Retirement 


'  1982  Metropolitan  Life  Insurance  Co.,  New  York.  N.Y. 


HOW  RYDER 
CAN  HELP  YOU 
GET  OUT FROM 

UNDER  ONE  OF  YOUR 
HEAVIEST  FINANCIAL 
BURDENS. 


/ou  probably  know  that  leas- 
ng  trucks  from  Ryder  instead 
pi  owning  your  own  can  free 
lp  large  chunks  of  capital  and 
;redit.  But  you  may  not  know 
hat  a  full-service  Ryder  lease 
:an  free  you  from  many  other 
:osts  as  well. 

SAVE  ON  FUEL. 

?uel  accounts  for  35%  of  truck 
)perating  costs.  But  Ryder  can 
lelp  you  cut  that  cost  substan- 
ially.  First,  Ryder  trucks  are 
:ustom  engineered  with  the 
nost  fuel-efficient  engine  and 
irive-train  combination  for  the 
vay  you  use  them.  And  other 
ightweight  components  cut 
ael  consumption  even  further, 
econd,  a  Ryder  fall-service 
3ase  can  save  you  money  by 
deluding  fuel  from  our  tanks 
it  no  retail  mark-up.  And  third, 
ivery  time  you  fuel  up  at  a  Ryder 
)ump,  your  truck  gets  a  10-point 
naintenance  check  to  keep  it 
unning  at  peak  efficiency. 

SAVE  ON  "HIDDEN"  COSTS. 

ince  Ryder  takes  care  of  all 
ne  time-consuming  details  like 


licensing,  permitting  and  keep- 
ing track  of  regulations,  you'll 
save  on  costly  management  and 
clerical  time. 

And  along  with  Ryder 
trucks,  you  get  Ryder's  trucking 
expertise.  Our  analysis  of  your 
transportation  system  may 
enable  you  to  deliver  more 
goods  with  fewer  trucks,  by 
showing  you  how  to  schedule 
and  route  your  trucks  more 
efficiently. 

And  Ryder  can  provide  you 
with  substitute  vehicles  when 
yours  are  in  the  shop,  and  extra 
trucks  for  your  busy  season. 
That  lets  you  cut  the  fat  in  your 
fleet  even  further  by  eliminating 
the  back-up  trucks  you're 
paying  for  now. 

SAVE  ON  DOWN-TIME. 

And  because  Ryder  has  ele- 
vated truck  maintenance  to 
a  high  art,  our  trucks  don't  often 
break  down  on  the  road.  That 
means  you  save  money  by  pay- 
ing for  less  driver  down-time. 
Have  fewer  unhappy  customers. 
And  keep  inventories  under 
tighter  control. 


SAVE  TIME,  CALL  TODAY. 

We  can  run  a  computerized  cost 
analysis  that  will  show  you  how 
much  you  can  save  by  leasing 
your  trucks  from  Ryder.  And  we 
can  even  help  you  sell  your  old 
trucks.  So  put  down  your  burden, 
pick  up  the  phone,  and  call  your 
nearest  Ryder  District  Office.  Or 
mail  this  coupon  today. 


Ryder,  help  make  my  burdens 
lighter  and  my  profits  heavier. 


Title  

Company  . 
Business . 
Address  _ 


City/State/Zip  . 


F21 


Mail  to: 

Ryder  Truck  Rental,  Inc. 
Don  Estes,  President 
P.O.  Box  020816 
Miami,  FL  33102-0816 


IT'S  RYDER. 
OR  IT'S  WRONG. 

A  service  of  Ryder  System 


When  you  have  to  go 


You  can  go  public  in  a  bad  mar- 
ket. You  will  just  have  to  pay  to 
do  so.  Health  Resources  Corp.  of 
America  found  this  out  the  hard 
way.  Last  month  the  hospital  man- 
agement company,  in  Houston, 
sold  1  million  shares  of  stock  at 
$12  a  share,  and  $110  million  of 
13.5%  subordinated  debentures. 
Only  two  months  earlier,  the  com- 
pany had  filed  a  preliminary  pro- 
spectus to  sell  2  million  shares  of 
stock  for  $16  to  $18  a  share,  and  to 
borrow  only  $75  million. 

HRCA  didn't  change.  The  mar- 
ket did.  "The  effective  date" — the 
first  day  stock  registered  by  HRCA 
in  December  could  be  sold — "was 
Feb.  10,"  says  Gregory  Doby, 
HRCA's  chief  financial  officer. 
"But  the  Dow  Jones  Industrial  Av- 
erage lost  almost  150  points  be- 
tween Jan.  6  and  Feb.  10."  Doby 
says  HRCA  didn't  want  to  wait  for 
the  market  to  turn  because  it  need- 
ed the  extra  money  fast  to  acquire 
hospitals. 

And  despite  the  weak  market, 
HRCA   was   attractive   to  Wall 


Street.  Founded  by  Dr.  LeRoy 
Pesch,  a  former  professor  of  medi- 
cine at  the  University  of  Chicago, 
with  extensive  administrative  ex- 
perience, the  three-year-old  firm's 
board  of  directors  includes  Dr.  Mi- 
chael DeBakey,  the  noted  heart 
surgeon;  Ted  Bowen,  chief  execu- 
tive officer  of  the  Methodist  Hospi- 
tal of  Houston  for  30  years;  Daniel 
Carroll,  former  president  of  Gould, 
Inc.,  and  also  of  Hoover  Universal 
Inc.;  and  Pesch's  multimillionaire 
father-in-law,  W.  Clement  Stone, 
chairman  of  Combined  Interna- 
tional Corp.,  the  fellow  with  the 
"Positive  Mental  Attitude." 

Positive  thinking  isn't  always 
enough  on  Wall  Street.  In  bad  mar- 
kets, one  rule  of  thumb  has  it,  a 
company  must  post  $15  million  to 
$20  million  in  yearly  sales  (grow- 
ing at  30%  to  50%  a  year)  and  earn 
$1  million  or  more  in  order  to  be 
well  accepted  in  the  public  market. 
Still,  Wall  Street  will  always  listen 
to  a  clearly  upcoming  entrepre- 
neur. You  just  have  to  pay  more  to 
catch  its  ear. — L.R.W. 


The  Up  &  Comers 

'I'd  like  to  buy  one  of  these  stores,'  " 
Susan  recalls. 

Susan  and  her  husband,  Bob,  a  vet- 
erinarian, loved  the  idea  of  becoming 
franchisors.  But  they  needed  money. 
So  last  November  they  started  selling 
privately  to  investors — friends  and 
customers — 12.5%  of  their  company, 
for  $250,000. 

Such  do-it-yourself  financing  seems 
likely  to  spread.  The  reason:  The  new- 
issues  market  has  suddenly  grown 
cold.  There  were  888  initial  public 
offerings  last  year,  which  raised  a  rec- 
ord $12.6  billion.  But  this  year  Alex- 
ander (Sandy)  Schwartz  Jr.,  a  Pruden- 
tial-Bache  comanager  of  corporate  fi- 
nance, calls  the  IPO  market  now  a 
case  of  "total  disarray,"  "annihila- 
tion" and  "massive  deterioration." 
Roger  Lopata,  editor  of  Going  Public. 
The  IPO  Reporter,  is  more  optimistic, 
but  not  much.  "You  certainly  can't 
sell  your  company  just  because  it  has 
'tech  or  even  'onix'  in  the  name  any- 
more," he  says.  "All  of  a  sudden,  it  is 
difficult  to  go  public." 

A  blessing  for  incautious  investors, 
doubtless,  and  not  necessarily  bad 
news  for  many  small  firms.  Compa- 
nies that  go  public  prematurely  and 
flounder  usually  ruin  their  credibility 
and  ability  to  raise  equity  in  the  fu- 
ture. "Our  industry  is  totally  to  blame 
for  encouraging  companies  to  go  pub- 
lic that  have  yet  to  show  profits  or 
have  small  profits  but  no  real  histo- 
ry," Schwartz  says.  "The  waning  mar- 
kets screen  out  those  companies  to 
both  the  companies'  and  the  prospec- 
tive shareholders'  advantage." 

While  waiting  for  the  stock  market 
to  improve,  entrepreneurs  have  a 
chance  to  plan,  hire  experienced  man- 
agers and  put  finances  in  order  so  that 
sloppy  books  or  questionable  contrac- 
tual arrangements  don't  delay  a  pub- 
lic offering  once  the  market  turns. 
The  basics  sometimes  get  overlooked 
in  the  rush  for  instant  millions  at  the 
public  trough. 

Postponing  the  Porsche  may  hurt. 
But  to  raise  essential  cash,  entrepre- 
neurs can  follow  the  Goldsteins'  lead 
and  tap  friends  and  relatives.  "Don't 
treat  the  deal  like  you're  asking  for  a 
bigger  allowance  from  your  parents," 
says  Katherine  Vick  of  Arthur  Young 
&  Co.'s  entrepreneurial  services  con- 
sulting group.  "Have  a  detailed  busi- 
ness plan,  get  a  lawyer  to  draw  up  an 
agreement  and  give  your  friends  and 
relatives  the  same  information  you 
would  give  any  investor.  This  tends  to 
be  patient  money.  If  they  have  to  wait 
eight  or  nine  years  to  get  their  money 


back,  it  won't  upset  them." 

Temporary  financing  is  also  avail- 
able from  venture  capitalists — less  pa- 
tient than  your  rich  aunt,  perhaps,  but 
more  helpful  in  managing  the  busi- 
ness. In  addition  to  supplying  the 
needed  cash,  in  exchange  for  a  domi- 
nant and  sometimes  controlling  inter- 
est, venture  capitalists  usually  help 
guide  the  young  firm.  "They've  been 
very  helpful  in  discussing  the  busi- 
ness," says  Jack  McDonnell,  39,  presi- 
dent of  McData  Corp.,  a  manufacturer 
of  IBM-compatible  hardware  and  soft- 
ware based  in  Boulder,  Colo.  "They 
made  suggestions  about  our  account- 
ing in  one  case  and  put  us  in  touch 
with  prospective  customers." 

McData  had  been  scraping  by  on 
the  savings  of  its  founders,  all  of  them 
former  employees  of  Storage  Technol- 
ogy, and  on  first-year  revenues  of 
$250,000.  But  McData  was  rapidly 
running  out  of  cash.  Bank  loans?  "We 
explored  the  possibility,"  McDonnell 
says,  "and,  of  course,  the  banks  indi- 
cated that  they  are  not  really  in  the 
risk-taking  business.  We  looked  at  re- 
search and  development  partnerships, 
but  they  take  a  long  time  to  put  to- 
gether. Some  people  suggested  taking 
us  public  prematurely,  but  we  didn't 
want  to  go  that  route.  The  venture 
capital  market,  however,  was  very 
good  at  that  time,  especially  for  high- 


tech issues." 

For  the  firmly  entrenched  com- 
pany, going  public  remains  possible 
even  in  a  dismal  market  (see  box).  But, 
as  Lopata  says,  "This  year,  if  all 
you've  got  is  an  idea  and  a  business 
plan,  maybe  it's  time  for  some  ven- 
ture capital."  Some  good  sense,  it 
seems,  has  returned  to  new-company 
financing. — Laura  R.  Walbert 


Where  do  we  go  from  here? 

Alfred  (Al)  West  Jr.,  president  of  SEI 
Corp.,  was  worried.  "We  couldn't 
become  a  large  company  with  the 
product  we  had,"  he  recalls.  "Our 
market  was  limited." 

There  was  nothing  wrong  with  his 
product,  an  automatic  bookkeeping 
package  called  Trust-Aid,  sold  to 
bank  trust  departments.  SEI  comput- 
ers, in  Wayne,  Pa.  and  Culver  City, 
Calif.,  monitor  each  customer  bank's 
securities  portfolio  and,  via  terminal, 
provide  monthly  statements  and  data 
for  various  financial  analyses  and  pro- 
jections. Although  the  system  boost- 
ed SEI's  sales  from  next  to  nothing  to 
$33  million  in  just  nine  years,  new 
customers  were  beginning  to  get 
scarce.  West  figures  SEI  had  already 
sold  its  system  to  perhaps  60%  of 
bank  trust  departments  that  relied  on 
outside  computer  assistance. 
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"W  "W  Your  computer's  telephone. 
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il:  Just  got  the  word  from  Gary. 
Increased  our  share  by  6%.  If  trend 
holds,  we'll  exceed  competition 
by  third  quarter! 


Welcome  to  TELEMAILI 
Your  last  access  was  at  11:07  a.m. 
CHECK  these  bulletin  board 
TELEMAIL...TELESO 


Whether  they're  collaborating  on  com- 
petitive strategies  or  accessing  data 
bases  for  valuable  information,  more 
and  more  corporate  managers  are  com- 
municating with  each  other.  With 
networks,  data  bases  and  mail  services 
all  over  the  country.  And  for  thousands 
of  personal  computer  owners,  we  are 
providing  the  communications  link. 

Hayes  Smartmodem.  Think  of  it  as 
your  computer's  telephone.  Just  plug 
Smartmodem  into  any  phone  jack,  and 
watch  it  send  messages  to  and  from 
your  computer.  Over  ordinary  phone 
lines,  and  without  using  the  telephone 
receiver. 

Operating  with  rotary,  Touch-Tone® 
ana  key-set  systems,  Smartmodem  will 
dial,  answer,  and  disconnect  calls. 
Automatically, 

Choose  your  speed;  choose  your 
price.  The  lower-priced  Smartmodem 
300™  is  ideal  for  inter-office  communica- 
tions and  local  data  swaps,  transmitting 
at  300  bits  per  second.  For  longer  dis- 
tances and  larger  volumes.  Smartmodem 
1200™  communicates  at  speeds  up  to 
four  times  faster. 

Both  are  compatible  with  many  com- 
puters (any  computer  with  an  RS-232C 
port),  ana  a  variety  of  communications 
programs.  However,  if  you  have  an 


IBM®  Personal  Computer,  Hayes  also  pro- 
vides the  perfect  companion  software. 

Smartcom  II™  communications  soft- 
ware. For  the  IBM  PC. 

We've  spent  a  lot  of  time  developing  it, 
so  you  can  spend  less  time  using  it. 

Smartcom  II  makes  quick  work  of  the 
communications  process— reducing  to 
mere  keystrokes  what  would  take  a 
lengthy  series  of  entries  on  other  pro- 
grams. Because  Smartcom  II  is  menu 
driven,  you  simply  respond  to  the 
screen's  prompts.  There  are  no  compli- 
cated procedures  to  learn  or  trouble- 
some instructions  to  unravel.  Success 
comes  swiftly.  Simply! 

And  now,  a  com- 
plete plug-in  tele- 
computing system 
for  the  IBM  PC.  Smart 
modem  1200B™All  the  great  features  that 
have  made  our  freestanding  Smart- 
modem  a  hit.  On  one,  con-  fg| 
venient  plug-in  board.  And 
packaged  with  its  own  soft- 
ware. Smartcom  II.  Together 
they're  all  you  need  to  communicate-iasf.' 

Backed  by  the  experience  and  repu- 
tation of  Hayes.  Our  record  speaks  for 
itself.  Five  years  of  solid  leadership  in 
the  microcomputer  industry.  Nationwide 
availability  through  retail  computer 


stores.  Trouble-free  factory  service  and 
call-in  assistance.  A  limited  two-year 
warranty  on  all  hardware.  And  the 
most  efficient  telecomputing  system 
available.  Anywhere. 

To  appreciate  the  capabilities  of  Hayes 
Smartmodem  and  Smartcom  II  fully 
see  your  dealer  for  a  demonstration. 
Then  get  beyond  "desktop"  computing. 
Get  a  telephone  for  your  computer. 

Hayes  Microcomputer  Products,  Inc. 
5923  Peachtree  Industrial  Boulevard, 
Norcross.  Georgia  30092. 
404/441-1617. 


(U  Hayes 


Smartmodem  W0  Smartmodem  1200  Smartmodem  1200Band 
Smartcom  II  are  trademarks  of  Hayes  Microcomputer  Products  Inc 
Telemail  Electronic  Mail  Service  is  a  service  mark  of  GT''  Telenet 
Communications  Corp   TeleSoft  is  a  trademark  of  TeleSoft  Inc 
TouchTone  is  a  registered  service  mark  of  American  Telephone  and 
Telegraph    IBM  is  a  registered  trademark  of  International  Business 
Machines  Corp  C'1983  Hayes  Microcomputer  Products  Inc 


The  Up  &  Comers 

That  was  in  1981.  Now,  in  only 
three  years,  West  has  suceeeded  in 
avoiding  corporate  arteriosclerosis.  In 
fact,  sales  and  earnings  have  more 
than  doubled,  to  $69  million  and  $5 
million  respectively,  in  that  time. 
And  West  may  just  yet  reach  his  sales 
goal  of  $250  million  by  1986. 

No  miracles  happened  here.  West 
simply  executed  some  obvious  deci- 
sions. He  acquired  new  business  in 
the  purchase  of  two  smaller  invest- 
ment service  operations — TMI  Sys- 
tems in  Lexington,  Mass.  and  the 
Funds  Evaluation  Division  of  A.G. 
Becker  Paribas — for  $26  million.  He 
also  expanded  his  computer  operation 
to  serve  bigger  customers.  The  SEI 
program  was  limited  to  accounts  with 
portfolios  of  $10  billion  or  so.  At  a 
cost  of  $8  million,  West  created  a  new 


IBM-based  service  called  Quantum, 
for  larger  institutions.  Most  impor- 
tant, West  formed  SEI  Financial  Ser- 
vices. In  1982  it  began  offering  dis- 
count brokerage  and  money  market 
funds  to  its  trust  department  custom- 
ers, who  now  number  500,  with  $125 
billion  in  total  assets.  Because  the 
banks  were  already  wired  to  SEI's 
computer  through  their  trust  depart- 
ments, the  hew  service  cost  West  al- 
most nothing  in  computer  hardware. 
"It's  almost  obscene,  it's  so  fantasti- 
cally profitable,"  Prudential-Bache 
analyst  Stephen  Balog  says  of  SEI  Fi- 
nancial Services.  "And  for  the  invest- 
ing bank,  it's  easy.  They  just  log  on." 
One  SEI  money  market  fund  took  in 
$180  million  the  first  day.  Today  as- 
sets are  at  $2.8  billion. 

Selling  new  services  may  have  been 
easier  than  hiring  new  staffers.  "In  the 
beginning,  everybody  does  every- 
thing," West  says.  "But  you  get  to  the 


point  where  you  need  managers.  It's 
easier  to  find  people  to  do  the  work 
than  to  find  people  who  can  manage 
other  people." 

West  has  increasingly  raided  larger 
companies,  among  them  Martin  Mar- 
ietta and  ADP,  for  his  managers.  He 
reasoned  that  if  he  wanted  SEI  to  be- 
come a  $250  million  corporation,  he 
should  hire  people  who  knew  how  to 
manage  one  that  big.  The  outsiders 
have  provoked  some  resentment  at 
SEI.  Several  old-timers,  including 
West's  ex-partner  Steve  Katz,  have 
left.  Katz  now  runs  another  bank  ser- 
vice company,  Premier,  in  Wayne,  Pa. 

Wall  Street  still  likes  West  even 
though  some  of  his  employees  may 
not.  Despite  the  market's  recent  set- 
backs, SEI  shares  are  trading  at  22 
times  1983  earnings.  That  just  means, 
however,  that  Wall  Street  expects 
more  encores.  Says  West:  "We  feel  the 
pressure." — Barbara  Kallen 


In  1979  Richard  Berman,  then  22, 
was  a  bright  youngster  who  had 
been  accepted  by  six  law  schools  upon 
his  graduation  from  the  University  of 
Pennsylvania.  Berman  attended  none 
of  them.  He  preferred  the  car  lover's 
world  of  dipsticks,  spindel  lock  nuts 
and  window  cranks — items  he  had 
sold  for  a  parts  store  during  summers. 

Berman's  parents,  in  Philadelphia, 
were  dubious,  but  they  still  lent  Ber- 
man $90,000  to  start  his  R&JB  Auto- 
motive, Inc.,  manufacturer  of  replace- 


The  legal  profession's  loss  . . 

ment  parts  sold  under  the  name  Mo- 
tormite.  R&B  got  off  to  an 
unpromising  start.  Retail  customers 
saw  no  reason  to  place  orders  with 
Berman.  They  already  had  suppliers. 
So  Berman  conducted  market  re- 
search— merely  by  asking  what  kind 
of  replacement  parts  were  hard  to 
come  by. 

"The  most  demand  was  for  things 
like  window  riser  handles,  oil  dip- 
sticks and  equipment  that  would  al- 
low owners  to  put  the  arm  rest  back 


Richard  Berman  of  R&B  Automotive 

The  market  wanted  window  riser  handles  and  dipsticks. 


on  their  cars,"  Berman  recalls.  "Peo- 
ple had  to  go  to  junkyards  to  buy  that 
stuff.  It  wasn't  stocked  anywhere." 
Now,  Motormite's  products  help  fill 
the  voids.  Most  are  cheap  items  retail- 
ing for  less  than  $2;  the  most  expen- 
sive, a  window  crank  handle,  sells  for 
$7.  They  come  wrapped  in  cellophane 
and  mounted  on  bright  red  cardboard. 
On  the  back  a  simple  sketch  shows 
how  the  part  should  be  installed. 

"Our  big  break  came  when  the  Pep 
Boys  chain  took  our  line,"  says  Ber- 
man (Forbes,  Apr.  11,  1983).  The  large 
parts-and-repairs  chain,  he  says,  has 
"a  reputation  for  having  everything  a 
car  owner  needs,  and  our  products 
reinforced  that  perception."  R&B  has 
since  added  Sears,  K  mart  and  Canadi- 
an Tire  to  its  customer  list. 

Even  Berman  is  surprised  by  R&B's 
growth.  Sales  hit  $8  million  in  1983. 
Earnings,  Berman  says,  were  10%  of 
revenues,  triple  that  of  the  average 
auto  supplier's. 

New  parts  promise  growth.  Cus- 
tomer demand  has  already  led  to  the 
introduction  of  25  products  to  the 
Motormite  line.  Berman  is  also  begin- 
ning to  branch  into  a  new  business, 
selling  housewares  replacements.  So 
far  he  has  only  one  product,  Measur- 
lte,  an  all-purpose  measuring  device. 

These,  along  with  window  cranks 
and  dipsticks,  may  lack  just  a  mite  of 
the  gloss  and  glamour  of,  say,  micro- 
chips or  computerized  axial  tomo- 
graphic scanners.  On  the  other  hand, 
the  garden-variety  parts  have  made 
R&B  successful — and  they  have  kept 
Richard  Berman  out  of  the  legal  pro- 
fession.— Stanley  W.  Angrist 
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The  game's  the  same. 
But  what  a  difference  in  the  playing! 

Hitting  a  drive  is  hitting  a  drive. 
But  the  follow-through  makes  all  the  difference. 
Just  like  property  insurance. 
Other  companies  may  be  able  to  provide  the  same  amount  of  coverage 
as  Allendale.  But  that's  where  the  similarity  ends. 
If  you  have  a  loss,  for  example, 
Allendale's  follow-through  is  nothing  short  of  beautiful. 

As  a  mutual  company,  we  are  your  partner, 
not  your  adversary.  Payment  is  fair,  and  payment  is  swift. 
It's  great  to  have  an  insurance  company  that's  on  your  side! 

Allendale  Insurance 

World  leader  in  loss  prevention  engineering  for  commercial  and  industrial  property 
and  member  of  the  Factory  Mutual  System. 


Allendale  Insurance,  Allendale  Park,  P.O.  Box  7500,  Johnston,  RI  02919 


Southwestern  Energy  Chairman  Charles  Scharlau 

The  best  of  both  worlds — a  utility's  steady  sales  and  a  wildcatter's  profits. 


Southwestern  Energy  marks  up  its  gas 
300%,  and  still  consumers  get  a  good  deal. 
Fans  of  price  controls,  please  note. 


Deregulation, 
country  style 


By  Robert  H.  Bork  Jr. 


F!  rofits  do  not  come  easily  in 
™  the  highly  politicized  $65  bil- 
lion natural  gas  business  these 
days.  The  distribution  end  is  a  regu- 
lated world  of  cost-plus  utilities.  The 
production  end  is  partly  deregulated 
but  suffering  from  a  collapse  in  de- 
mand. All  told,  the  industry  averaged 
an  1 1  %  return  on  equity  last  year. 

But  nestled  in  the  Ozarks  in  sleepy 
Fayetteville,  Ark.  is  a  curious  little 
exception,  Southwestern  Energy  Co., 
a  combination  producer  and  distribu- 
tor. It  netted  $14.6  million  last  year 
on  $75  million  in  sales,  "about  as 
much  milk  as  you  can  get  out  of  this 
"  says  Chairman  Charles  Schar- 


lau in  his  Arkansas  drawl.  Return  on 
equity:  24%.  Yet  Scharlau  delivered 
to  his  72,000  residential  customers 
about  the  lowest-priced  gas  in  the 
country.  How  did  he  do  it? 

The  key  was  a  clever  bit  of  lobbying 
in  Little  Rock  27  years  ago.  Scharlau, 
then  a  29-year-old  attorney  for  South- 
western, coauthored  and  helped  push 
through  the  legislature  the  Fair  Field 
Price  Law.  It  ordered  the  Arkansas 
Public  Service  Commission  to  let  the 
market  dictate  prices  at  the  wellhead 
in  a  case  where  a  utility  owned  the 
well.  The  proviso  was  merely  that 
exploration  and  production  outlays  be 
kept  out  of  the  utility's  rate  base. 

That  was  one  small  step  in  1957, 
when  wellhead  prices  averaged  1 1 


cents  per  1,000  cubic  feet  (mcf).  But  it 
makes  one  big  difference  now  when 
gas  is  worth  30  times  that.  Today, 
Southwestern  the  producer  is  billing 
Southwestern  the  distributor  an  aver- 
age $2.97  per  mcf  on  gas  with  a  book 
cost  of  74  cents,  a  neat  300%  markup. 

There  are  plenty  of  old,  cheap  gas 
wells  in  the  country,  but  most  are 
hooked  into  the  interstate  pipeline 
system  and  its  federal  price  controls, 
which  date  to  1954.  In  that  system 
any  74-cent  gas  still  lying  around  is 
passed  along  to  consumers  with  mod- 
est, and  tightly  regulated,  markups  by 
the  pipelines  and  distributors. 

You  think  gas  consumers  on  the 
interstate  system  are  getting  bar- 
gains? Look  at  your  gas  bill.  The  price 
controls  created  a  shortage,  to  which 
Congress  responded  in  1978  with  de- 
control of  certain  types  of  newly 
found  gas.  The  result  was  a  mad 
scramble  for  deregulated  gas — lique- 
fied Algerian  gas,  gas  from  deep 
wells — costing  up  to  $9  per  mcf.  Con- 
sumers pay  the  price. 

None  of  this  happened  at  South- 
western Energy,  where  the  1957  law 
was  an  early  incentive  to  invest  in 
exploration  and  production.  It  helps, 
of  course,  to  be  in  a  state  where,  as  the 
locals  say,  you  only  have  to  shoot  a 
pistol  into  the  ground  to  find  gas.  To- 
day Southwestern's  pipes  are  attached 
to  377  billion  cubic  feet  of  high-grade, 
low-cost  reserves,  of  which  it  owns 
two-thirds.  That  is  a  24-year  reserve 
life  index,  which  is  more  than  twice 
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S-TYPE: 

V-12  PERFORMANCE  WRAPPED  IN 
SOFT  LEATHER  EXOTIC  WOODS 
AND  REFRESHING  SILENCE. 


The  Jaguar  XJ-S  presents 
to  the  world  a  shape  so 
graceful  and  a  level  of  lux- 
ury so  complete  that  the 
car's  formidable  power  plant 
and  athletic  handling  capa- 
bilities may  surprise  you. 
An  electronic  ignition  sys- 
tem unleashes  the  only 
production  V-12  engine 
available  in  America.  Twelve 
short  stroke,  small  bore 
pistons  pulse  in  silent  har- 
mony and  the  car  simply 
flows  forward  in  an  uninter- 
rupted surge  of  power.  The 
result  is  addictive-a  feeling 
that  there  are  no  limits  at  ' 
all  to  what  this  machine 
can  do. 

The  precision  of  the  S-type's 
power  rack  and  pinion 
steering  and  four  wheel 
independent  suspension 
produces  exceptional  direc- 
tional accuracy  and  stability 
in  turns.  The  braking  is 
smooth  and  decisive,  thanks 
to  power  disc  brakes  on  all 


i  - 


four  wheels.  The  result  is  a 
car  that  is  responsive  in  traf- 
fic and  exhilarating  on  wind- 
ing country  roads. 
In  its  unique  blending  of 
very  high  performance  with 
great  creature  comforts, 
silence  and  smoothness, 
the  S-type  is  perhaps  the 
most  seductive  GT  machine 
in  the  world.  The  XJ-S  driver 
is  surrounded  by  opulence: 
creamy  leather,  rare  elm  burl 
veneers  and  an  impressive 
array  of  electronic  accesso- 
ries including  cruise  control, 
trip  computer,  AM/FM 
stereo  radio  with  cassette 
player,  and  more-all  stan- 
dard. Come  drive  this 
unique  blending  of  luxury, 
finesse  and  power.  For  the  • 
name  of  the  dealer  nearest 
you,  call  this  toll  free 
number:  (800)  447-4700.  . 
Jaguar  Cars  Inc.,  Leonia, 
NJ.  07605. 

JAGUAR  XJ-S. 


the  gas  industry  standard. 

Southwestern's  nice  business  was 
threatened  in  the  late  1970s  when 
Congress  undertook  to  extend  price 
controls  to  intrastate  gas  for  the  first 
time.  Scharlau  was  ready.  When  the 
1978  law  locked  intrastate  prices  at 
existing  contract  levels,  Southwes- 
tern's prices  were  at  the  top  end  of  the 
spectrum.  Its  distribution  arm  had 
just  contracted  with  its  production 
arm  to  buy  gas  at  a  higher  rate. 

The  smooth-talking,  well-connect- 
ed Scharlau,  a  two-term  president  of 
the  state  chamber  of  commerce,  made 
another  smart  move  in  1979.  He  per- 
suaded the  state's  public  service  com- 
mission to  free  nine  years  of  reserves, 
or  140  billion  cubic  feet  of  gas,  which 
were  formerly  committed  to  South- 
western's  utility  operation.  Last  year 
Scharlau  signed  a  20-year  contract  to 
supply  Midcon  Corp.,  the  interstate 
pipeline,  a  minimum  of  10  million 
cubic  feet  a  day.  The  sale  should  boost 
Southwestern's  production  25%  and 
bring  in  about  $8  million  of  added 


revenues  and  $5.4  million  of  pretax 
profit  this  year. 

As  a  price  for  its  acquiescence,  the 
PSC  demanded  that  any  revenues 
from  such  sales  be  plowed  back  into 
new  drilling  that  could  help  the  util- 
ity customers  someday.  For  Scharlau, 
that  was  like  Br'er  Rabbit's  being 
smart  enough  to  get  himself  thrown 
into  the  briar  patch.  Remember,  this 
well-endowed  company  largely  avoid- 
ed the  deep-gas  gold  rush  of  1979-81. 
"We  stuck  our  toe  in  the  Anadarko 
Basin  and  lost  a  toenail,  but  at  least 
we  didn't  lose  the  foot,"  Scharlau 
says.  So  Southwestern  can  afford  a 
healthy  exploration  budget  of  $30 
million  this  year.  It  has  doubled  its 
staff  of  geologists,  geophysicists  and 
engineers  in  the  past  two  years. 

In  1981  Scharlau  plunked  down  $5 
million  to  lease  125,000  acres  in  the 
Southern  Arkoma  Basin  underlying 
Oklahoma  and  Arkansas,  an  area  lit- 
tered with  the  carcasses  of  deep- 
gassers.  It  brought  in  Texaco  as  a  part- 
ner, which  committed  $5  million  for 


drilling  costs  over  the  next  five  years. 
With  typical  Southwestern  luck,  the 
first  hole  hit  gas  at  a  shallow  6,000 
feet.  Since  this  can  produce  500,000 
mcf  a  day  and  it  costs  less  than  $1 
million,  it  should  pay  for  itself  in 
two  years. 

Notes  Scharlau:  "Rigs,  leases  and 
people  are  much  less  expensive  now. 
Leases  are  half-priced  and  rigs  are 
plentiful.  The  marketing  is  tougher, 
but  we  have  our  own."  By  that  he 
means  he  has  the  captive  distribution 
business  as  a  buyer.  In  short,  Scharlau 
has  the  best  of  both  worlds:  the  steady 
sales  of  a  utility  and  the  profits  of  a 
wildcatter. 

Price-control  advocates  on  Capitol 
Hill  would  doubtless  be  appalled  if 
they  knew  about  this  nice  little  ar- 
rangement. But  they  couldn't  accuse 
Scharlau  of  fleecing  the  ratepayer. 
Southwestern's  utility  customers  pay 
an  average  of  $4.21  per  mcf.  That's  in 
the  bottom  tenth  of  utility  rates  na- 
tionally. A  free  market  hasn't  hurt 
consumer  or  investor  here.  ■ 


Sure,  military  waste  is  a  bad  thing.  But 
creating  another  government  agency  to 
clamp  down  may  not  solve  the  problem. 

Bored  with 
boards 


By  John  Hems 

So  you're  sick  and  tired  of  all 
this  talk  about  cost  overruns  in 
the  military.  You  know  what 
we're  talking  about:  those  wrenches 
that  Sears  sells  for  a  few  bucks  but 
cost  the  Air  Force  hundreds  of  dollars. 

Why  doesn't  somebody  do  some- 
thing to  stop  this  egregious  waste  of 
taxpayer  dollars?  Well,  hold  on.  The 
Pentagon  is  responding  to  all  the  com- 
plaints. But  its  action  may  not  make  a 
bit  of  difference. 

The  story  goes  back  to  1980,  when 
Congress  stopped  funding  for  the  Cost 
Accounting  Standards  Board  (CASB). 
This  obscure  independent  agency  set 
accounting  standards  for  government 


contractors,  mostly  those  working  for 
the  Department  of  Defense.  The  idea: 
to  help  detect  and  prevent  cost  over- 
runs and  waste. 

Unfortunately,  nobody  seemed  hap- 
py. Some  CASB  critics  thought  it  was 
inflexible.  Many  others  said  it  was 
slow.  When  Congress  decided  the 
agency  had  fulfilled  its  mission  and 
let  it  die,  few  were  concerned. 

Now,  however,  the  CASB  may  be 
on  its  way  back.  In  January  the  DOD 
proposed  creating  a  new  board  of  its 
own  to  monitor  the  way  defense  con- 
tractors spend  government  money. 
The  idea  is  that  someone  needs  to 
update  the  controls  conceived  and  im- 
plemented by  the  old  CASB. 

The  new  board  may  fill  that  bill. 


But  anyone  who  hopes  that  this  will 
do  a  great  deal  to  make  cost  overruns 
go  away  is  living  in  a  dream  world. 
After  all,  companies  that  deal  with 
the  military  are  already  subject  to 
massive  defense  acquisition  regula- 
tions, as  well  as  audits  from  the  De- 
fense Contract  Audit  Agency  and  the 
DOD  inspector  general's  office.  If 
none  of  these  outfits  can  control  costs 
effectively,  there  is  little  reason  to 
think  that  a  new,  eight-member 
CASB — with  no  lawmaking  power — 
will  do  any  better. 

It's  more  likely  that  yet  another 
needless  layer  of  bureaucracy  is  being 
created.  The  new  CASB  will  exist 
only  to  make  recommendations  to  an- 
other proposed  entity,  the  all-govern- 
ment Cost  Accounting  Standards 
Committee.  It,  in  turn,  will  make  still 
more  recommendations,  this  time  to 
the  Defense  Acquisition  Regulation 
Council,  which  currently  sets  defense 
accounting  regulations. 

If  that  isn't  enough,  consider  this. 
The  old  CASB  reported  directly  to 
Congress.  But  the  new  one  would  an- 
swer to  the  Pentagon — the  folks  who 
write  defense  contracts  in  the  first 
place.  "It's  hard  to  see  how  the  board 
can  be  independent,"  says  Richard 
Mulligan,  vice  president  for  financial 
controls  in  TRW's  defense  operation. 

"There  is  no  compelling  reason  to 
reinstate  the  board,"  concludes  Frank 
Johnson,  a  partner  at  Price  Water- 
house  in  Los  Angeles.  "The  govern- 
ment already  has  a  lot  of  checks  and 
balances  in  this  area."  ■ 
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ith  all  the  fanfare  at- 
tending the  personal 
computer's  arrival  on 
the  business  scene,  it's 
co  lose  sight  of  the  changes  taking 
place  in  more  conventional  areas  of 
today's  business  office.  But  along  with 
the  tumultuous  changes  wrought  by 
the  PC,  there  has  been  a  continuing 
transformation  affecting  items  of 
equipment  used  to  create,  copy,  trans- 
mit and  store  information — such 
mundane  items  as  the  typewriter,  the 
copier  and  the  ubiquitous  telephone. 

In  1979,  when  the  first  Apple  com- 
puters began  to  trickle  into  America's 
business  offices,  few  could  imagine  the 


impact  the  personal  computer  would 
have  in  just  five  years.  With  the  con- 
tinuing movement  toward  "a  work- 
station on  every  desk,"  this  dramatic 
concept  promises  to  become  a  con- 
crete reality  before  the  end  of  this 
decade. 

The  fact  is  that  no  matter  how 
inexorable  the  movement  toward  the 
totally  automated  office,  the  process  is 
often  a  gradual  one,  a  matter  of  trial 


and  error,  substitution  and  update. 
Over  the  past  decade,  businesses  have 
been  offered  a  profusion  of  electronic 
office  equipment  designed  to  automate 
hitherto  manually-performed  clerical 
tasks.  And  for  each  individual  group  of 
business  equipment  that  proposes  to 
automate  typing,  copying  or  filing 
chores,  a  variety  of  products  are  of- 
fered purporting  to  meet  the  special 
needs  of  a  particular  business. 

This  report  is  designed  to  explore 
the  latest  developments  in  several  dif- 
ferent areas  of  business  equipment  that 
have  had,  or  will  have,  substantial  im- 
pact on  the  modern  office  environment 
over  this  decade. 


Electronic 

Typewriters:  Surging 
in  Popularity 

Electronic  Typewriters,  or  "ETs"  will 
account  for  more  than  half  of  the  sales 
of  new  office  typewriters  sold  in  the 
United  States  during  1984.  This  accep- 
tance rate  is  more  than  twice  as  fast 
as  the  switchover  from  manual  to 
electric  typewriters  that  oc- 
curred in  the  late  1950s  to 

early  1960s.  Whereas  cice- 
ly- tries  took  about  1 6  years 
to  achieve  50%  market 
penetration,  the  50%  level  for  ETs 
will  be  achieved  about  six  years  after 
the  first  economical  desktop  models 
were  introduced  in  1978. 

There  are  now  at  least  25  ET  sup- 
pliers, principally  U.S.,  European  and 
Japanese  firms  manufacturing  well  over 
100  models  of  all  types.  These  range  in 
price  from  about  $200  for  some  bat- 
tery-powered portables  to  $695  to 


$995  for  models  designed  to  replace 
the  popular  IBM  "Selectric"  replace- 
ment models,  all  the  way  to  $4,000  for 
units  that  more  closely  resemble  word 
processors. 

ET  Features 

Electronic  typewriters  replace 
mechanical  settings  with  electronic  set- 
tings and  automate  the  steps  in  the 
typing  procedure.  There  are  now 
seven  recognizable  groupings,  or  levels 
of  ETs.  The  main  groupings  are  listed 
on  the  accompanying  "vendor  position- 
ing" chart.  Most  major  vendors  are 
now  providing  models  or  will  soon 
introduce  models  across  this  entire 
spectrum. 

Overall,  the  portable  units  are  light- 
weight and  not  designed  for  heavy-duty 
typing — on  the  battery  units  the  key- 
boards may  be  flat,  and  the  overall 
keyboard  feel  and  printer  speed  of  the 
portable  may  not  be  appealing  for  daily 


office  use.  The  compact  and  higher- 
level  ETs  are  the  principal  candidates 
for  office  or  professional  use. 

ETs  and  Productivity 

Generally  speaking,  there  are  four 
ways  in  which  ETs  improve  produc- 
tivity: 

1 .  Specific  features  reduce  the  need 
for  operator  attention.  Automatic  car- 
rier return,  for  example,  allows  the  typ- 
ist to  concentrate  on  the  original  copy. 

2.  ET  features  reduce  or  eliminate 
the  need  to  make  calculations  or  extra 
keystrokes.  Centering,  right-flush  typ- 
ing of  dates,  automatic  correction  and 
automatic  underlines  save  steps. 

3.  Speed  is  increased  on  forms  with 
the  use  of  page  format.  This  is  very 
useful  for  invoicing. 

4.  ETs,  with  both  phrase  and  internal 
document  memory,  permit  revisions 
without  necessitating  retyping  entire 
documents. 


ELECTRONIC  TYPEWRITER  ACCEPTANCE: 
OUTPACING  THE  MANUAL  TO  ELECTRIC 
TYPEWRITER  SWITCHOVER 


ELECTRONIC  TYPEWRITER 
PRICES  FALL  BELOW  ELECTRICS. 


Introducing  the  most  powerful, value-packed 
business  solutions  in  their  field.  We  call  'em. . . 


raw 

||| 
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)on 't  be  left  behind  in  the  stampede  towards  small  busi- 
ness computers.  Get  your  hands  on  a  workhorse  from 
\LTOS, 5  one  of  the  three  leading  U.S.  suppliers* 

For  starters,  Altos  systems  provide  the  truly  integrated 
:omputer  solutions  businesses  demand.  Solutions  that 
:an  be  easily  modified,  upgraded  and  expanded  to  fit 
rour  growing  needs. 

Unlike  most  computers,  a  powerful  16-bit  Altos  multi- 
iser  microcomputer  system  lets  up  to  a  half  dozen  people 
hare  computer  resources  simultaneously. 
3ne  computer,  for  example,  can  quickly 
jerform  order  entry,  accounting,  inventory 
:autrol  and  financial  planning  applica- 
ions— all  at  the  same  time. 

Altos  systems  come  with  many  ad- 
'anced  features  built-in.  You  can  easily 
tdd  more  data  storage  and  peripherals, 
>r  team  up  other  Altos  workhorses  in  a 
eliable  and  flexible  low-cost  network. 

Altos  Software  Availability  Program 
sts  you  choose  from  over  100  packages  including  a  wide 
ange  of  industry  business  applications. 

Prompt  nationwide  service  is  available  from  the 
Customer  Service  Division  of  TRW,  Inc.**  with  ongoing 
upport  from  your  qualified  Altos  dealer. 

Now's  the  time  to  hitch  your  wagon  to  our  team  of 
>owerful,  value-packed,  field-proven  workhorses.  Your 
Utos  dealer  can  harness  a  complete  business  solution 
hat's  just  right  for  you.  For  an  appointment,  call,  write  or 
eturn  the  coupon  today. 

Source:  DATAQUESX-7. 29/83.  Estimated  U  S  Market  Shares  of  Leading  Very  Small  Business  Computer 
ippliers.  IBM.  Tandy  &  Alias-ranked  1.  2.  &  3.   ••TRW-conlinenlal  US  DATAFORCE-Canaria. 
LTOS-a  registered  trademark  of  Altos  Computer  Systems.  c  1983  Altos  Computer  Systems 


Packed  with  more 
value  for  business 


□  Please  tell  me  more  about  the  workhorses  Irom  Altos. 

□  My  application  is  ,  ,  


□  Have  an  Altos  dealer  contact  me  for  an  appointment. 
Name  Title 


Company . 
Address  _ 
City/State /Zip_ 


Phone . 


Mail  to:  Altos  Marketing  Services,  2641  Orchard  Park  Way,  San  Jose,  CA  95134  FB-03 


Call:  800-538-7872 

(In  Calif.,  800-662-6265) 


cc 

Jk  te 


Novices  generally  adjust  quickly  to 
g  rs — one  to  two  weeks  is  usually  suffi- 
cient to  win  over  even  the  staunchest 
devotees  of  the  IBM  Selectric.  Man- 
agers will  soon  demand  the  more 
distinctive  documents  that  utilize  bold- 
face typing,  proportional  spacing  and 
new  type  styles. 

The  two  most  valuable  ET  features 
for  improving  operator  efficiency  will 
be  document  memory  (or  external 
document  memory)  and  a  display  of 
some  kind.  For  nonmemory  machines, 
the  correction  memory  and  automatic 
centering  or  underlining  are  important 
time  savers. 

Users  and  Uses  for  ETs 

Secretaries,  stenographers  and  typ- 
ists form  a  hard  core  of  about  5  million 
potential  users  of  ETs — the  largest  sin- 
gle market  for  ETs.  Other  ET  users  will 
come  from  the  10  million  typists  scat- 
tered across  every  industry,  clerical 
workers  accounting  for  half  of  the  total. 
Letters,  memos  and  full-page  text 
typing  comprise  75%  of  all  docu- 
ments processed  on  typewriters. 
However,  whereas  letters  and 
memos  are  usually  more 

urgent  and  require  small 
revisions,  text  is  usually 
less  urgent  but  generally  involve  more 
extensive  revisions  and  additional 
revision  cycles. 


ETs  can  usually  be  interfaced  to  per- 
sonal computers  (PCs)  to  provide 
reliable,  high-quality  printout  of  let- 
ters, reports  and  spreadsheets. 
However,  unless  the  PC  application  is 
solely  for  word  processing,  most  users 
would  also  opt  for  a  dot-matrix  printer, 
since  these  operate  at  much  higher 
speeds  (40  to  160  cps,  vs.  10  to  30  cps 
for  ETs)  and  can  handle  continuous- 
form  paper  and  are  able  to  print 
graphics. 

Communications  options  can  expand 
the  capabilities  of  the  ET  in  surprising 
ways.  Using  classic  teletype  protocols, 
the  ET  can  operate  as  a  remote  entry 
terminal  to  a  computer.  It  can  also 
function  as  a  simple  point-to-point 
electronic  mail  system  by  installing 
communications  options  with  auto-dial 
modems  on  two  ETs  at  different  loca- 
tions and  connecting  these  to  ordinary 
telephone  lines.  Some  models  can 
even  interface  to  local-area  networks, 
permitting  use  of  electronic  files, 
electronic  mail  and  large-scale-storage 
system. 


CRT  add-on  word  processing  sys- 
tems provide  an  interesting  expansion 
capability  for  many  ETs  now  available. 
They  are  basically  self-contained  word 
processing  or  personal  computer  units 
that  are  attached  to  the  ET  by  an 
interface  module,  which  is  tailored  to 
the  ET.  The  ET  keyboard  is  used  for 
entry  and  revisions  on  the  screen,  and 
the  ET  printer  is  used  for  output.  This 
allows  use  of  the  ET  as  a  plain  typewrit- 
er or  as  a  screen  system.  Floppy  disk 
drives,  which  come  with  most  models, 
allow  document  retention.  The  leading 
U.S.  suppliers  are  Systel,  Syntrex  and 
Lexocorp,  which  together  placed  an 
estimated  16,000  units  in  1983. 

The  Syntrex  unit,  which  is  sold  as  a 
custom  package,  is  compatible  with  the 
IBM  PC  and  PC  XT  when  a  special 
board,  called  the  "Syntrex  Connec- 
tion" is  installed  in  the  PC.  Using  the 
"Syntrex  Connection,"  a  PC  user  can 
access  all  of  the  text-editing  functions 


supported  by  Syntrex'  advanced  word 
processing  software,  including  auto- 
footnoting,  windowing  and  spelling 
check.  Documents  can  be  exchanged 
with  a  secretary's  word  processing  sys- 
tem because  they  are  completely 
compatible.  A  user  can  even  convert 
PC  files  into  Syntrex  text  files  for  incor- 
poration into  other  text  documents. 

The  ET  Market 

The  office  typewriter  market  is  in 
transition.  The  IBM  Selectric  share  has 
started  to  decline,  from  an  estimated 
650,000  units  in  1980  to  about  550,000 
in  1983.  Large  firms,  which  once  stan- 
dardized on  the  Selectric,  are  quickly 
recognizing  the  price/performance  ad- 
vantages of  ETs. 

Sales  of  ETs  are  almost  evenly  di- 
vided among  three  groups:  the  low- 
priced  units,  the  deluxe  nonmemory 
models  and  the  memory  ETs.  External- 
memory  ETs  still  occupy  only  a  small 
share,  since  most  models  have  been  in 
the  $4,000-to-$5,000  range,  and  only 
recently  have  new  units  appeared  with 
simple  but  adequate  storage  in  the 
$l,500-to-$3,500  range.  There  are  rea- 
sons for  the  popularity  of  each  of  these 
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SIEMENS 


Challenging  new 
horizons  in  telephone 
communications. 

At  Siemens,  we're  meeting  the  system  they  need  today,  plus  the 

challenges  on  the  communications    designed-in  capability  to  expand 
horizon... with  advanced  incrementally  to  include  voice/data  " 


system  they  need  today,  plus  the 


challenges  on  the  communications    designed-in  capability  to  expand 


horizon... with  advanced 
electronic  telephone  switching 
systems  built  to  deliver  depend- 
able service  and  keep  your  overall 
communications  costs  down. 

In  response  to  the  expanding 
communications  needs  of  today's 
business  community,  we've 
introduced  SATURN™  the  full- 
featured  third  generation  digital 
PABX,  offering  businesses  the 
dependable  full-featured  voice 


incrementally  to  include  voice/data  * 
communications  when  required. 
Evolutionary  in  design,  SATURN 
unites  the  diverse  electronic 
technologies  in  your  office- 
telephones,  computers,  data 
terminals,  word  processors  and 
other  peripheral  equipment— to 
form  a  powerful  communications 
tool  capable  of  growth  or  reconfig- 
uration as  your  business  needs 
evolve.  Clearly,  SATURN  represents 
an  extraordinary  advance  in  office 
communications . . .  ready  now  to 
help  you  meet  the  challenges  on 
your  communications  horizon. 

For  more  information  on 
SATURN,  and  other  Siemens 
telecommunications  products  and 
systems,  call  TOLL  FREE 
1  -(800)  327-0636.  Or  contact: 
Siemens  Communication  Systems,  Inc. 
Telephone  Division 
5500  Broken  Sound  Blvd. 
Boca  Raton,  FL  33431. 
(305)  994-8100. 


Siemens.  SR^IIPR 
Innovations  in  telecommunications 
for  over  a  century. 
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The  office  automation  I  bought 
for  everyone  in  the  corporation 
doesn't  incorporate  everyone!' 


Exxon  stops  the  shock...with 
fully  integrated  office  automation 
for  everyone  in  the  corporation. 

Introducing  the  Exxon  Business  Support  System. 


An  office  automa- 
ton system  that  can't 
support  everyone  in 
/our  corporation  can 
ead  to  some  very  shock- 
ng  experiences. 

The  right  power 
to  the  right 
people 

That's  why 
xxon  Office  Systems 
low  offers  more  prac- 
tical office  automation  solutions  that 
lelp  everyone  in  the  corporation  to 
he  more  productive.  With  the  Busi- 
ness Support  System,  Exxon  extends 
Its  fully  integrated  line  of  office 
Uutomation  products  to  support 
managers,  professionals,  and  admin- 
;  strators,  as  well  as  secretarial  staff. 

Exxon  puts  it  together  for-every- 
bne  with  a  fully  integrated  system 
I—  with  full  communications  flexi- 
Dility  that  lets  you  access  outside 
lata  bases  and  interact  with  most 
nainframe  computers.  Without  the 
complications.  Without  the  shock. 

Office  automation  for 
those  who  shape  the 
corporation 

The  Exxon  Busi- 
ness Support  System 
features  the  new 
EXXON  750  Profes- 
sional Workstation, 
specifically  designed 
with  powerful,  integrated  software 
:hat  lets  you  move  instantly  from 
:ext  to  graphics  to  data  processing 
—  without  changing  programs. 

You  can  divide  the  high  resolu- 
tion bit-map  display  into  several 
windows  and  work  in  a  number  of 
'unctions  simultaneously.  You  can 


The  EXXON  750  Professional 
Workstation  gives  you  the  power 
to  use  data,  graphs  and  text  in  any  combination. 


shift  information  from  one  window 
to  another.  You  can  preview  the  page 
layout,  and  produce  an  integrated 
text/graphics  document  on  our  quiet 
EXXON  965  Ink  Jet  Printer.  Or  on  a 
color  plotter. 

Best  of  all,  the  flexible  design 
of  our  new  Professional  Workstation 
is  ready  for  adaptation  to  the  most 
popular  operating  systems  and  net- 
work interfaces. 

Tying  everyone  together 

At  the  core  of  the  Business 
Support  System  is  the  EXXON  8400 
Series  controller.  With  its  UNIX*- 
based  operating  system,  it  can  inte- 
grate all  levels  of  workstations  to 
share  information  and  programs. 
Everyone  can  keep  track  of  sched- 
ules and  meetings  with  time  man- 
agement and  calendaring  functions, 
whether  their  workstation  is  an 
EXXON  500  Series  Information  Pro- 
cessor or  a  new  EXXON  750  Profes- 
sional Workstation.  And  everyone  can 
send  and  receive  messages  easily 
with  transparent  electronic  mail. 

An  expandable, 
shockproof  family 

Exxon  protects  your  office  auto- 
mation investment  by  making  every 


workstation 
—  from  the 
EXXON  500  Series 
the  new  EXXON  750 
Professional  Workstation 
—  fully  expandable  and 
upgradeable.  So  if  you've 
already  begun  an  Exxon  system, 
the  latest  Exxon  advances  are  com- 
pletely compatible  with  our  current 
product  line. 

And  with  our  worldwide  sales 
and  service  organization,  you  can  be 
sure  that  when  you  need  assistance, 
Exxon  will  be  there. 

That's  how  Exxon  incorporates 
everyone  —  in  one  shockproof  family. 

For  more  information 

Call  800-327-6666,  write  Exxon 
Office  Systems,  P.O.  Box  10184, 
Stamford,  CT  06904-2184,  or  use  the 
coupon  below. 

We'll  be  happy  to  demonstrate 
how  the  Exxon  Business  Support 
System  can  help  your  corporation 
move  into  the  future  . . .  without  the 
shock. 

"UNIX  is  a  trademark  of  Bell  Labs. 


Exxon  Office  Systems 

P.O.  Box  10184 
Stamford,  CT  06904-2184 

□  Please  send  me  more  information  about  the 
Exxon  Business  Support  System. 

□  Please  have  your  representative  call.  J 


Name_ 
Title  _ 


Company  

Address  

City  State. 

Telephone  


.  Zip, 


800-327-6666 

IN  CONNECTICUT,  800-942-2525 


EJgON 

The  future...without  the  shock. 


OFFICE 
SYSTEMS 
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segments: 

Low-pr  ice  ETs  have  met  success  in 
the  Seiectric  replacement  market.  The 
leading  low-price  models  are  now  ad- 
vertised at  between  $695  and  $795, 
well  below  the  $1,000  Seiectric. 

The  deluxe  low  end  has  attracted 
the  growing  number  of  typists  who 
recognize  the  benefits  of  additional 
features,  such  as  page  formating  and 
proportional  spacing  and  are  willing  to 
spend  an  additional  $100  to  $200,  still 
below  the  price  of  the  Seiectric. 

The  Xerox  610 — the  starter  unit  in 
Xerox's  upgradeable  line — is  the  most 
popular  product  in  this  category. 

Memory  ETs  appeal  to  both  users  of 
less  sophisticated  ETs  ready  to  upgrade 
and  word  processor  users  accustomed 
to  memory  and  display  capabilities. 

Higher-priced  external  memory 
ETs,  which  compete  with  low-end  per- 
sonal computers  and  word  processors, 
have  seen  less  growth.  As  prices  come 
down,  sales  will  pick  up.  Within  three 
years,  users  should  be  able  to  buy 
an  ET  with  a  multiple-line  LCD 
(four  to  six  lines),  64Kbytes  of 
memory  and  external 
memory  for  $1,000. 


ET  Market 
Share  Trends 

IBM  is  readying  a  new  ET  line  that  is 
rumored  to  be  as  revolutionary  a  prod- 
uct as  the  Seiectric  was  in  1961.  For 
IBM,  this  cannot  happen  too  soon. 
During  1983,  just  two  years  after  en- 
tering the  market  with  its  Memory- 
writer,  Xerox  edged  IBM  out  as  the 
leader,  with  18%  of  shipments,  vs. 
17.4%  for  Big  Blue.  IBM  stuck  to  its 
golf-ball  printer,  was  slow  to  improve 
software  and  develop  external  mem- 
ory and  refused  to  put  even  a  simple 
display  on  their  ETs.  The  result  has 
been  the  emergence  of  at  least  ten 
world-class  vendors  holding  over  80% 
of  the  U.S.  ET  market,  a  half-dozen  of 
whom  can  boast  full  product  lines, 
comparable  reliability  and  quality,  and 
large  nationwide  distribution  and  sup- 
port systems.  But  as  with  word 
processing  and  the  Displaywriter's  suc- 
cess, IBM  has  shown  the  capacity  to 
lose  control  of  a  market,  only  to  equal, 
if  not  surpass,  its  prior  position. 

Will  a  new  IBM  line  wash  out  this 
competitor  progress?  A  lot  depends  on 
the  technology  and  pricing  of  the  ex- 
pected me.  Each  competitor  now  has 
more  efficient  distribution,  and  most 
n  through  one  or  two  ;-:enera- 
,-oduct,  with  the  result  that 


they  are  all  down  the  learning  curve. 
This  competitor  group  may  have 
carved  out  a  relatively  permanent  sec- 
tor, particularly  at  the  low  end  where 
IBM  may  have  neither  production  nor 
distribution  advantages.  A  big  unknown 
still  is  how  effective  the  Japanese  firms 
will  be  in  ETs.  They  stand  apart  from 
the  U.S.  and  European  suppliers  in  that 
the  largest  ones — Sharp,  Canon  and 
Panasonic — are  giant  companies  with 
expertise  in  high-volume  consumer 
goods  manufacturing  that  no  European 
or  U.S.  vendor  has  yet  been  able  to 
match. 

ET  Distribution 

Typewriters  used  to  be  sold  directly 
by  company  salesmen  and  by  indepen- 
dent office  machine  dealers.  Today 
there  are  new  outlets.  Most  portables 
and  compacts  are  sold  by  mass  mer- 
chandisers, catalog  firms  and  mail- 
order houses;  and  some  appear  on 
dealers'  shelves.  Dealers  concentrate 
on  full-size  ETs  as  do  vendors'  direct 
sales  forces.  Full-size  vendors  have 
from  100  to  500  or  more  U.S.  outlets, 
so  each  brand  is  available  virtually  ev- 
erywhere. Each  has  a  warranty  support 
program,  and  most  have  special  terms 
for  large  accounts. 

The  office  machine  dealer  has  now 
emerged  as  a  new  force  in  office  auto- 
mation. These  firms  are  often  owned 
and  managed  by  former  employees  of 


old  direct-sales  firms,  and  thus  they 
understand  sales  and  support.  They 
offer  the  customer  product-line  diver- 
sity and  flexibility — and  often  the  most 
attractive  terms. 

IBM  and  Xerox,  the  major  direct 
sellers,  realize  that  margins  for  many 
office  automation  products  will  con- 
tinue to  narrow,  thus  requiring  lower- 
cost,  lower-overhead  distribution  chan- 
nels. In  addition  to  its  branch  locations, 
IBM  uses  its  Product  Centers  and  is 
establishing  several  hundred  indepen- 
dent dealerships  around  the  country. 
Xerox  depends  on  direct  sales  and  also 
plans  to  enlist  independent  dealers. 

ETs  and  Office 
Automation 

The  theory  and  reality  regarding  the 
ideal  workstation  for  the  secretary  or 
clerical  worker  are  far  apart  at  this 
time.  ETs  are  sold  to  these  workers 
along  with  electric  typewriters,  word 
processors  and  CRT  screen-based 
systems. 

In  reality,  the  typewriter  and  type- 
writing present  a  far  more  complex 
and  nontrivial  phenomenon  than  is 
readily  understood  by  many  propo- 
nents of  more  sophisticated  and  costly 
systems.  The  range  of  ETs  available 
today  fills  a  part  of  the  office  automa- 
tion spectrum,  but  they  cannot  fill  all 
needs.  ETs  do,  however,  provide  the 
following  pieces  in  the  office  automa- 
tion puzzle: 

Even  the  low-end  ETs  permit  skill 
upgrading,  usually  without  special 
classes.  Most  ET  operators  learn  at 
their  desks  using  the  operator's  man- 
ual. Once  successful,  virtually  all 
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Introducing  the  world's  first 
complete,  self-contained, 
16-bit  portable  computer  system. 

The  Panasonic  Sr.  Partner  with  a  built-in  printer. 


The  Panasonic  Sr.  Partner  is  one  of  the  most  flexible  and  versatile 
portable  computers  on  the  market  today.  So  there  are  many 
reasons  to  buy  one. 

Runs  IBM  PC  Compatible  Programs. 

To  begin  with,  the  Sr.  Partner  runs  IBM  PC  compatible  ^gmmmm 

programs.  So  you  can  pick  from  hundreds  of  popular  mk 

programs  from  an  existing  software  library.  Including  ak 

Lotus'"  1-2-3:  Multiplan  "  and  even  Flight  Simulator.-  ■p; 

In  addition,  included  with  the  Sr.  Partner  are  five 

of  the  most  respected  business-related  programs  HlSliHi 

including  VisiCalc;  WordStar,"  PFS""  Graph,  File  and  m  M 

Report  plus  G.W.  BASIC®*  All  at  no  extra  charge.  W 

^  I  allows  you  to  go 

I  to  work  immediately 
H  doing  word  processing, 
y^^BHH  I  electronic  spread  sheets, 

ta^^  jB^^SmM  I  flle  management-  graph 

I  I  development  and  your  own 

■  programming. 

And  because  it  also  accepts 

I  IBM  PC  compatible  hardware, 

I  the  Sr.  Partner's  technical 

|  capabilities  can  be  expanded 

I  even  further. 

I  Built-in  Printer. 

I  ■  The  Sr.  Partner  is  the  only 
|  portable  in  its  class  with.a 
built-in  printer.  It  has  graphics 
^^^^^^^^^^^^^^^^^  capability  and  can  provide  you 
or  your  customers  with  printouts  of  statistics,  budget  figures, 
conference  notes,  graphs  and  much,  much  more. 

The  printer  is  also  extremely  quiet  and  offers  ah  80-character  line 
and  the  132-character  line  that's  perfect  for  spread  sheets  and  other 
accounting  programs.  And  its  bi-directional  logic  design  delivers 
fast  printing. 

A  Complete  System. 

The  Sr.  Partner  is  an  integrated  system  that  doesn't  require  costly 
add-ons  to  be  called  complete. 

It  has  128K  internal  memory  (RAM),  expandable  to  512K,  ^ 
A  nine-inch,  high-resolution  CRT  with  monochrome  screen,  '^^i.- 
An  8088  microprocessor  with  a  MS-DOS""  2.11  operating     J^J\  •    i  * 
system.  An  8087  co-processor  socket.  A  built-in,  "  -  * 

double-sided,  double  density.  360K,  51/4-inch  disc  " 
drive  and  the  capability  of  handling  another  one  fii^fc 
just  like  it.  Built-in  color  and  graphics  at  no  extra  ^^^^ 
cost.  An  option  slot  for  IBM  hardware.  An  RGB 
monitor  output.  A  Centronics  parallel  interface  I/O  port 
that  accepts  optional  peripherals.  And  an  RS-232  serial 
interface  I/O  port.  All  for  a  price  that's  surprisingly  affordable. 

The  Sr.  Partner  is  also  backed  up.  by  a  12-month  limited 
warranty.  Most  of  the  competition  offers  only  90  days. 

•Software  package  subiecl  lo  change 

Registered  Trademarks  .WordStar    MicroPro  International  Corporation.  PFS   Software  Publishing 
Corporation;  1-2-3  and  Lotus   Lolus  Development  Corporation:  VisiCalc   Visicorp.  Flight  Simulator, 
G  W  BASIC  and  Multiplan  -  Microsolt 


And  if  the  Sr.  Partner  should  ever  need  servicing,  we  have  a  national 
network  of  authorized  service  dealers. 

Over  60  Years  of  Dependability. 

We're  not  one  of  those  "here  today,  gone  tomorrow"  companies. 
■I^HMl^^  Our  parent,  Matsushita  Electric  Industrial  Co.,  has 

^    been  in  business  since  1918  and  is  one  of  the 
B     world's  largest  consumer  electronics  manufacturers. 
S^HHISB  Matsushita's  recent  contributions  and 

^H^QIpH     innovations  to  computer  and  office  technology 
jMajBS^ni     incllJde:  a  data  entry  system  that  directly  connects 
HslSfflH     facsimile  data  to  a  computer.  An  online  optical 
Sm     character  reader.  A  •"pocket  terminal"  telephone 
Pr     data  entry  system.  And  a  64K  static  memory  chip. 
For  more  information  about  the  Sr.  Partner, 
write  to:  Computer  Department,  Panasonic  Industrial  Company, 
Division  of  Matsushita  Electric  Corporation  of  America, 
One  Panasonic  Way,  Secaucus,  NJ  07094.  Or  call:  (201)  392-4261. 

The  Panasonic  Sr.  Partner.  It's  everything  you've  always  needed 
in  a  portable  computer  but  never  had  before. 


Panasonic 

Industrial  Company 


NOW  THAT  YOU'VE  READ  THROUGH 
HE  MAZE  OF  ALL  THESE  COMPUTER  ADS. 

BPin  unit!  niAim  10  hippphpiiv 


ncHu  mini  mm  ml  id  mrrcncM. 


DIFFERENT  BECAUSE  our  system  is  designed  to 
improve  the  productivity  of  a  company's  decision  makers  as  well 
as  clerical  workers.  Other  companies'  systems  are  mainly 
designed  with  just  clerical  and  support  staff  in  mind. 

DIFFERENT  BECAUSE  the  jobs  a  decision  maker  is 
confronted  with  can  be  handled  from  only  one  terminal  on  his  desk. 
Other  companies  require  you  to  go  to  terminals  away  from 
your  desk.  This  is  an  overwhelming  reason  to  put  Digital  on  the 
top  of  your  list.  That  way  you'll  have  only  one  terminal  on 
the  top  of  your  desk. 

DIFFERENT  BECAUSE  we  design  your  system  the  way 
each  of  your  managers  work.  Not  the  way  the  computer  demands 
they  work.  Other  companies  don't  offer  you  that  flexibility. 

DIFFERENT  BECAUSE  only  Digital  designs  their  computers 
so  your  original  investment  is  always  protected.  As  you  grow 
you  can  expand  a  Digital  system  to  meet  every  conceivable  need.  But 
that's  not  the  case  with  other  companies'  systems.  The  first  system 
you  buy  determines  how  you  have  to  expand.  If  you  change  your  mind, 
you  have  to  change  your  system.  And  your  initial  investment 
goes  down  the  drain. 

When  you  add  them  all  up,  you'll  find  no  other  major  computer 
company  can  offer  you  all  of  these  advantages.  Not  even  the  world's 
largest  computer  company 

That  distinction 
is  reserved  for  the  world's 
second  largest.  Digital. 


|  

CLIP  THIS  COUPON  TO  FIND  OUT 
WHY  DIGITAL  IS  DIFFERENT. 
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Please  send  me  ail  the  information  I  need  to  know 
about  office  automation. 

SEND  TO:  Digital  Equipment  Corporation 
Media  Response  Manager 
200  Baker  Avenue,  Concord,  MA  01742 

OR  CALL:  1-800-332-2220 

NAME  _J  
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operators  ire  able  to  step  up  to  more 
complex  systems  without  difficulty. 

ETs  automate  several  typing  steps, 
which  results  in  slightly  faster  docu- 
ment productivity  (auto-correction  and 
centering),  along  with  reduced  fatigue. 
?  If  a  document  is  recorded  and  is 
later  revised,  the  ET  can  almost  double 
productivity  if  changes  are  few.  Note: 
even  on  a  CRT,  if  changes  are  major, 
most  operators  will  choose  to  retype 
the  document. 

5  Installation  costs,  time  and  prepara- 
tions are  minor — they  do  not  require 
special  cabling,  staff  or  new  furniture. 
M  ETs  usually  can  be  connected  to 
computer  systems  or  telephone  lines 
for  easily  installed,  low-cost  printer 
output,  terminal  emulation,  or  a  very 
low-cost,  point-to-point  electronic  mail 
system. 

ETs  play  a  role  that  as  yet  is  hard  to 
duplicate  on  other  systems.  The  ET  is 
designed  for  paper  handling  and  direct 
jyping.  This  is  not  easy  to  do  on  CRT 
word  processing  systems  or  integrat- 
5  ed  workstations.  Secretaries  and 
typists,  in  particular,  are  con- 
fronted with  a  wide  variety 
of  letterhead  bond,  forms, 
envelopes,  labels  and 
oversize  paper,  while  a  typ- 
ical word  processing  operator  uses  only 
a  few  paper  types.  ETs,  then,  add  auto- 
mation in  a  hard-to-  duplicate  fashion. 

When  an  organization  is  ready  for 
more  sophisticated  systems,  operators 
trained  on  ETs  at  low  risk  and  cost  are 
better  able  to  contribute  to  new  sys- 
tem design. 

The  current  generations  of  ETs  are 


likely  to  evolve  further  to  become 
even  better  stepping-stones  to  office 
automation.  New  software,  displays 
and  printer  capabilities  are  possible, 
which,  when  combined  with  simplified 
learning  and  use,  can  make  the  ET  the 
main  component  of  the  true  "secretar- 
ial workstation"  of  the  future. 

Microcomputers:  Rapid 
Evolution 

In  less  than  five  years,  the  micro- 
computer and  the  concept  of  personal 
computing  have  achieved  a  level  of 
market  acceptance  and  penetration 
that  defies  historical  precedent. 
Though  microcomputer  technology 
(including  software  and  communica- 
tions developments)  is  still  in  a 
relatively  primitive  stage,  the  industry 
is  evolving  rapidly,  at  a  rate  faster  than 
most  white-collar  workers  can  follow. 

The  microcomputer  market  has  al- 
ready seen  fortunes  made  and  lost.  The 
entrepreneurial  spirit  that  spawned  it  is 
still  very  much  a  factor,  particularly  in 
the  exploding  number  of  microcompu- 
ter-related industries,  such  as  software, 
training,  distribution,  peripheral  equip- 
ment, on-line  databases  and  publishing. 
Although  the  market  continues  to  at- 
tract microcomputer  startups,  such  as 
Gavilan,  Kay  pro,  Stratus,  Apollo,  Com- 
paq and  Seequa,  competitive  pressures 
are  intensifying  for  all.  Industry  consol- 


idation is  inevitable,  through  acquisition 
(e.g.,  Prime  Computer's  recent  take- 
over of  Computer  Devices)  or  attri- 
tion (most  notable  being  Osborne 
Computer).  While  a  mass  industry 
shakeout  has  yet  to  occur,  mere  sur- 
vival is  a  growing  concern  for  many 
vendors. 

The  proliferation  of  microcomput- 
ers has  been  a  boon  to  most  organiza- 
tions that  use  them  and  though  less 
than  one  in  five  white-collar  workers 
have  had  hands-on  experience,  the  end 
of  the  80s  should  see  a  computer- 
based  workstation  of  some  type  on 
every  desk.  Those  at  the  forefront 
understand  quite  well  that  the  micro- 
computer, in  addition  to  holding  great 
promise,  carries  with  it  many  thorny 
issues,  especially  for  large  organizations. 

Two  important  top  management 
concerns  to  emerge  deal  with  data 
management  and  upgrading  employee 
computing  skills.  The  data  management 
issue  can  be  divided  into  three  parts: 
data  accessibility,  data  consistency  and 
compatibility,  and  data  security. 

Data  accessibility  requires  an  under- 
standing of  the  corporate  information 
resource:  what  information  it  pos- 
sesses, where  it  is  kept,  who  should 
have  access  to  all  or  part  of  that 
information,  and  how  that  information 
can  be  provided  to  end  users. 

Data  consistency  and  compatibility  ad- 
dresses the  need  for  information  that  is 
shared  by  many  users,  often  in  diverse 
parts  of  the  organization,  to  be  readily 
understood  by  all. 

Data  security  involves  not  only  the 
need  to  protect  against  outright  theft 


ET  SUPPLIERS- 
PRODUCT  POSITIONING 


Battery  Operated  Portable  ET 


Portable  ET 


Compact  ET 


Full  Size  ET — Low  Price,  Non-Memory 


Full  Size  ET — Deluxe  Features,  Non-Memory 


Memory  ET 


Memory  ET  with  External  Memory 


ANSI  terminal  hits  all 
your  hot  buttons* 


Qume's  QVT  103™  has  all  the  features 
that  matter  most  in  an  ANSI  terminal. 
It's  fully  compatible,  providing 
complete  emulation  of  Digital's  VT  52? 
VT  100?  and  VT  131"  For  substantially 
less  cost  than  any  of  these  terminals 

It's  extremely  reliable,  thanks  to 
Qume's  advanced  engineering  and 
stringent  quality  control  standards. 

And  it's  backed  by 
top-notch  support  through 
Qume's  network  of  repair 
depots  and  GE's  expert 
nationwide  service. 
But  perhaps  best  of  all, 
there's  the  security  of  doing 


'Digital  and  Digital  VT  52,  VT  100,  and 
VT  131  are  registered  trademarks  of 
Digital  Equipment  Corporation.  1% 


business  with  a  strong,  stable  supplier. 
Qume  is  one  of  the  world's  largest 
manufacturers  of  computer  peripherals, 
and  a  subsidiary  of  ITT  Corporation. 
Before  you  make  your  next  terminal 
order,  pick  up  your  phone 
and  hit  our  hot  buttons 
—  toll-free.  We'll  give  you 
complete  details  on  the 
QVT  103  ANSI  terminal, 
and  our  other  QVT 
alphanumeric  and 
graphics  terminals. 
Qume  Corporation, 
2350  Qume  Drive,  San 
ose,CA  95131. 

Call  toll-free:  800-223-2479 
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\fourbest 
investment 
in  productivity. 
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Subsidiary  of  ITT 


When  your  communication  needs 
extend  nationwide,  which  Information 
Technology  company  is  ready 
with  a  cost-saving  network? 


For  your  infer matior 

i  i 
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It's  difficult  enough 
to  maintain  effective 
communications 
1  with  your  people  down 
the  hall  or  up  the  street 
/  But  when  you  need 
n  to  keep  information 
/  flowing  across  the  state— 
//  or  across  the  country— 
;/  the  difficulty  and  expense 
I  can  be  formidable. 
I  The  Wide  Area  Network. 
/That's  why  more  and  more 
business  leaders  are  turning  to 
Harris  for  a  Wide  Area  Network 
that  will  improve  their  communica- 
tions effectiveness. 
Atlantic  Richfield  Company,  for  in- 
stance, needed  an  efficient  cost- 
effective  communications  link  between 
company  facilities  in  Los  Angeles, 
Denver,  Dallas  and  Philadelphia  and 
field  locations  in  Anchorage  and 
Prudhoe  Bay,  Alaska.  Harris  met  this 
need  with  an  advanced  satellite  and 
microwave  network  linking  the  cities 
in  the  lower  48  states  with  the  Alaskan 
communications  network  operated 


by  Alascom.  The  six-city  hook-up  pro- 
vides voice  communication,  high- 
speed data  transmission  and  video 
teleconferencing. 
The  Harris  Solution. 
If  escalating  communication  costs  and 
limited  services  are  hindering  your  com- 
pany's progress,  Harris  will  come  up 
with  a  network  designed  specifically  to 
your  needs.  We've  been  doing  this  for 
companies  across  the  country  and  gov- 
ernments across  the  globe  for  the  past 


25  years.  We've  even  estab- 
lished a  division  dedicated 
solely  to  designing,  produc- 
ing, installing,  operatingand 
maintaining  private  tele- 
communication networks 
for  business,  industrial, 
financial,  institutional  and 
governmental  customers. 

Get  the  Best  of  Both 
Worlds. 

Harris  is  an  Information 
Technology  company  with  a 
broad  base  of  products  for 
both  communicating  and  proc- 
essing information.  You  can  call 
on  us  for  everything  from  super- 
minicomputers to  digital  telephone 
systems,  word  processors  to  TV  cameras 
and  broadcast  equipment,  DDP  sys- 
tems to  satellite,  lightwave  and  micro- 
wave networks,  integrated  circuits  to 
microprocessors.  And  much  more. 
Which  may  be  why  Harris  customers 
purchased  $1.8  billion  of  our  products 
and  services  last  year. 


jj)  HARRIS 


ur  name  is  Harris. 


Microcomputer  Market 
Trends 

The  microcomputer  industry  was 
turned  inside  out  in  1983.  At  the  start 
of  last  year,  Apple  Computer  still  held 
the  top  spot,  with  IBM  quickly  narrow- 


ing the  gap.  Several  other  vendors 
were  poised  to  make  their  moves, 
among  them  Digital  Equipment  Cor- 
poration (DEC),  with  an  apparent 
blockbuster  family  of  micros  many 
observers  thought  would  garner  a  sub- 
stantial share  of  the  market.  At  the 
same  time,  Osborne  Computer  vir- 
tually owned  the  portable  computer 
market,  Fortune  Systems  was  poised 
to  conquer  the  multiuser  systems  mar- 
ket, and  in  the  home,  Atari  was  still 


SMALL  BUSINESSES  MAKE  BIG  MARKETS 


of  equipment  and  diskettes  (either 
software  products  or  sensitive  corpo- 
rate data)  but  also  to  guard  against 
tampering  with  data,  a  situation  that 
can  lead  to  disaster. 

Management  can  take  two  steps  to 
address  these  problems.  First  is  to 
assign  organizational  responsibility  for 
coordinating  and  controlling  data  man- 
agement and  personal  computing,  and 
second,  to  establish  corporate  policies 
and  practices.  Although  top  manage- 
ment involvement  and  action  is  critical 
for  most  organizations,  much  of  the 
responsibility  for  formulating  and  in- 
stituting necessary  policies  will 
generally  lie  with  MIS  (Management 
Information  Systems)  departments. 

Transforming  an  essentially  com- 
puter-illiterate workforce  at  all  levels 
into  a  workforce  possessing  the  skills 
to  handle  information  consistent  with 
their  organizational  responsibilities 
presents  an  enormous  challenge.  The 
fact  that  IBM  has  embarked  on  a  very 

ambitious  program  to  train  virtually 
its  entire  white-collar  workforce 
is  proof  enough  that  a  broad- 
based  upgrading  of  employee 
.4   computing  skills  has  stra- 
tegic  implications,  even 
if  the  payoffs  are  not  rea- 
dily identifiable,  let  alone  quantifiable. 
The  old  expression  that  knowledge  is 
power  has  never  rung  more  true, 
a  fact  apparently  not  lost  on  many 
other  large  corporations  that 
have  instituted  similarly  ambitious 
programs,  such  as  General  Motors, 
General  Foods,  Consolidated  Foods 
and  General  Dynamics. 

Two  key  issues  facing  MIS  depart- 
ments are: 

1.  Connectivity — How  to  ensure 
that  equipment  is  compatible  where 
necessary,  how  equipment  can  be  con- 
nected, how  products  will  be 
technically  supported  and  how  inde- 
pendent redundant  development 
efforts  can  be  eliminated. 

2.  Centralized  Purchasing — How 
to  take  advantage  of  volume  purchase 
discounts,  to  maintain  consistent 
vendor  interfaces,  to  assure  acquisition 
justification  and  to  control  the  type  of 
equipment  acquired. 

Of  course,  there  are  many  other 
"big  issues"  facing  both  top  manage- 
ment and  MiS  managers.  Those  issues, 
as  well  as  how  specific  companies  are 
addressing  them,  will  be  explored  in 
greater  depth  in  "Personal  Computing 
Update,"  appearing  in  the  May  21st 
issue  of  Forbes. 


According  to  government  statistics 
(County  Business  Patterns — 1981), 
95%  of  covered  establishments  have 
less  than  50  employees.  Despite  this 
glaring  fact,  however,  the  information 
processing  industry  historically  has 
focused  its  attention  on  "big  business". 
But  with  the  success  of  the  personal 
computer,  the  orientation  of  vendors 
with  respect  to  the  potential  of  all 
business  markets  seems  to  have  under- 
gone dramatic  change.  PCs,  by  exploit- 
ing and  blurring  the  distinctions  be- 
tween the  up-scale  consumer  market, 
the  small  business  market,  and  the 
individual  contributor  market  in  large 
businesses — has  amply  demonstrated 
the  wealth  of  market  opportunities  for 
information  industry  vendors  in  other 
industry  sectors. 

The  COMTEC  Market  Research 
Program — a  study  conducted  jointly  by 
Burke  Marketing  Services,  Inc., 
Gartner  Group,  Inc.  and  Infratest  Re- 
search, GMBH — is  helping  information 
industry  vendors  to  measure  the  mar- 


ket potential  for  new  low  end 
products  by  providing  them  with  the 
most  extensively  researched  market 
data  ever  compiled  on  the  total 
spectrum  of  user  locations  across 
the  United  States. 

The  copier/duplicator  market  makes 
an  excellent  case  in  point.  Of  the  3.6 
million  copiers  and  duplicators  used  in 
American  offices,  about  1.3  million  are 
low-volume,  low-cost  coated  paper 
copiers,  or  spirit  or  stencil  duplicators. 
They  were  sold  by  such  companies  as 
3M,  AB  Dick,  and  several  Japanese 
suppliers — through  their  dealer  net- 
works. These  copiers  typically  have 
monthly  copy  volumes  of  less  than 
5,000  copies  per  month.  The  Canon 
PC  line  of  copiers  is  achieving  success 
replacing  these  alternative  low-end 
products — and  that  success  could  po- 
tentially dramatically  alter  market 
shares  in  the  plain  paper  copier  market. 
Here  are  the  shares  as  they  stood  at 
about  the  time  the  PC  line  began 
hitting  volume  deliveries. 


led  Base) 


Minolta  5% 


SF-760 


It's  not  that  we're  smug.  It's  just 
easy  to  smile  when  you've  earned 
a  reputation  like  ours  for  innovation 
and  quality. 

Like  our  history-making 
Sharp  SF-755.  A  small  copier 
that  does  a  big  job.  The  first  in 
its  class  with  features  never  before 
available  for  its  price  and  size. 

Or  like  the  new  Sharp  SF-760. 
A  marvel  that  offers  two  reduc- 
tions, two  enlargements  and  two 
cassettes.  Features  that  used 
to  belong  only  to  bigger,  more 
expensive  copiers. 


r 


Sharp  Electronics  Corp.,  P.O.  Box  204 
Wayne,  NJ  07470 

□  Please  send  me  more  information 
about  Sharp  Copiers. 

□  Please  set  up  a  demonstration. 

Name  


Tide- 


Company- 
Street  


City- 
Phone- 


.  State- 


.Zip_ 


(Area  Code) 


Dept.  C-F-3-26-4 


J 


FROM  SHARP  MINDS 
COME  SHARP  PRODUCTS 


Of  course,  both  copiers 
come  with  other  features  that 
cover  everything  from  copy 
enhancement  to  energy  savings. 

Not  to  mention  Sharp's  original 
self-diagnostics  system.  It  not 
only  tells  you  when  something 
needs  attention,  but  where. 

And  if  all  that  isn't  enough  to 
smile  about,  there  is  one  thing 
more. 

Our  customers  are  smiling  too. 

For  more  information  call 
800-447-4700  or  send  in  the 
coupon. 

Sharp  Electronics  Corp.,  Paramus,  NJ  07652 


king.  What  a  difference  a  year  makes. 
Ali  bur  one  of  these  companies  stum- 
bled in  1983  to  one  extent  or  another, 
the  exception  being  IBM. 

The  momentum  built  by  IBM  during 

1983  is  difficult  to  overstate.  Gartner 
Group  estimates  that  in  1982  IBM  ship- 
ped 175,000  units.  Last  year,  the  total 
more  than  quadrupled,  to  over 
750,000  units,  with  all  indications  that 

1984  will  see  that  figure  double  to  1.5 
million  units  shipped.  IBM's  share  of  the 
the  growing  PC  market  went  from 
about  25%  in  1982  to  34%  last  year, 
and  should  reach  43%  this  year.  With  a 
whole  line  of  PCs  designed  for  use  in 
mainframe  environments  along  with 
PCjr,  gearing  up  for  volume  shipments 
to  home  and  small  business  markets 
(backed  by  a  reported  $40  million  in 
dedicated  advertising)  and  the  just- 
announced  "Popcorn"  transportable 
computer  (weighing  in  at  30  pounds), 
IBM  seems  positioned  to  make  its  pres- 
ence felt  in  virtually  every  PC  market. 

But  the  game  is  far  from  over.  DEC, 
Hewlett-Packard,  Data  General 
and  Wang,  companies  with  roots 
in  mini- computers,  have 
certainly  not  thrown  in  the 
towel.  Neither  has  Apple 
Computer.  Its  revolutionary 
Lisa  did  not  perform  as  expected  in 
1983.  However,  with  the  announcement 
of  the  much  lower  priced  Macintosh 
that  incorporates  much  of  Lisa's  user- 
friendly  features,  1984  should  be  a 
good  year  for  Apple. 

Among  other  important  players  to 
watch  are  Convergent  Technologies, 
Televideo,  Tandy,  Altos  Computer,  Al- 
pha Micro,  and  North  Star,  to  name  just 
a  few.  Japanese  suppliers  have  yet  to 
make  strong  inroads,  but  as  standards 
begin  to  take  shape,  companies  such  as 
NEC,  Fujitsu,  Panasonic  and  Sharp 
could  emerge  as  industry  forces.  Their 
biggest  success  to  date  has  been  in 
portable  computers,  notably  Sharp, 
Canon,  Casio,  Epson  and  now  Pan- 
asonic, although  a  host  of  domestic 
suppliers  abound  in  the  market,  such  as 
Compaq,  Gavilan,  Kaypro,  Columbia 
Data  Products,  Hewlett-Packard,  Texas 
Instruments,  Tandy,  Grid  and  Seequa. 
Editor's  Note:  "Personal  Computing 
Update:  Leading  Hardware  and  Soft- 
ware Options  for  Business"  (May  21st 
issue  of  Forbss)  will  provide  an  in- 

h  look  at  the  uses  and  issues  raised 
by  personal  computing  and  survey  the 
wide  range  of  products  and  services 
that  have  already  sprung  up  around  the 
microcomouter. 


Copiers:  Increased 
Performance  in  a  Frenzied 
Environment 

Copiers  arrived  on  the  office  scene 
only  after  1950  but  their  overall  utility 
and  appeal  has  helped  make  them  a 
fixture  in  just  about  every  business, 
from  the  one-man  accounting  practice 
to  the  largest  corporation.  And  despite 
all  the  talk  about  the  "paperless  office," 
the  fact  is  that  consumption  of  paper 
per  white-collar  worker  is  still  on  the 
rise.  True,  when  information  process- 
ing and  management  become  much 
more  integrated  than  at  present,  a 


much  greater  percentage  of  informa- 
tion will  be  stored  (as  well  as 
transmitted)  in  electronic  form.  When 
this  will  begin  to  have  noticeable  im- 
pact on  the  copier  market  is  still  up  in 
the  air,  but  probably  not  until  the  next 
decade  or  beyond.  Until  then,  copiers 
will  continue  to  evolve  into  devices 
that  will  be  "smarter"  and  capable  of 
performing  other  necessary  informa- 
tion management  functions — 
additional  functionality  that  may  give 
copier  suppliers  strong  growth  pros- 
pects well  into  the  next  century. 


Recent  D 

Three  recent  developments  in  cop- 
iers have  had  substantial  impact  on  the 
rapidly  changing  copier  scene:  the  in- 
corporation of  microprocessor 
technology,  the  proliferation  of  full  fea- 


COPIER  PRODUCT  CLASSIFICATIONS 


Market  Speed 
Segment  (copies/min.) 


to  12 


Volume 

(copies/mo.) 


to  5,000 


Price  Range 


Examples 


to  $2,500 


Canon  PC- 10,  PC-20 
Panasonic  FP- 1 300 
Ricoh  FW  420 
Royal  1 10 
Sharp  SF-755 
Xerox  1020 


lb 


to  20 


to  10,000 


to  $3,500 


Minolta  320 
Panasonic  FP-I80I 
Ricoh  FT  4030 
Savin  765,  770 
Sharp  SF-771,  SF-781 
Xerox  1035 


20-30 


to  25,000 


to  $5,000 


Panasonic  2520 
Royal  I30R 
Savin  760,  790 
Sharp  SF-815 
Xerox  3300 
Canon  NP-270 
Pitney  Bowes  9600 


30-45 


to  50,000 


to  $10,000 


Sharp  SF-900 
Xerox  1045 
Savin  5030,  5040 
Canon  NP-300, 
NP-400 

Ricoh  FT  6600  FDS 
Royal  145,  I45R 


45-70 


to  75,000 


to  $50,000 


Canon  NP-500 
Kodak  Ektaprint  1 00 
Xerox  1075,  7000 


70-90 


90-120  + 


to  100,000 


100,000  + 


to  $  1 00.000  Kodak  Ektaprint  1 50  | 
Kodak  Ektaprint  200 
Xerox  8200 
IBM  Series  III 


$100,000  + 


Xerox  9200  Series 
Kodak  Ektaprint  250 
IBM  Series  III 


Note:  In  the  fast-moving  copier  market,  traditional  classification  criteria  are  less  definitive  than  they 
were  in  recent  years.  Thus,  some  of  the  listed  products  may  not  satisfy  all  the  criteria  of  the  product 
segments  in  which  they  were  grouped. 


NATURAL  SELECTION. 

Canon  copiers.  They  follow  in  a  natural  order. 
From  basic  compacts  to  compact  systems. 
To  clearly  answer  specific  needs. 
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Canon 

Canon  U.S.A.,  Inc.,  Copier  Products  Division 

One  Canon  Plaza.  Lake  Success,  New  York  11042 


1983  Canon  U  S  A  .  Inc 


For  more  information  call  (oil  tree  1-800-S26-7443  E«t  321  on  New  Jersey  800-S22-4S03  Eit  321  >. 
Or  write  Canon  USA.  Inc..  PO  Box  5023.  Clifton.  N  J  07015 

I  d  like  more  information  about  □  NP-120.  D  NP-12S  □  NP-210.  □  NP-270  Series,  □  NP-300  Series  □  NP-400  Series.  □  NP-50O  AF 
O  PC-10r20.  □  FAX-31.  □  FAX-300  Series 
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Cure  products  throughout  product 
iinei  and  the  growing  importance  of 
modularity  in  copier  design. 

Microprocessor  Technology: 
Microprocessors  have  quickly  become 
standard  fare  in  copiers,  providing  sig- 
nificantly enhanced  user  friendliness. 
Most  products  now  provide  easy-to- 
understand  prompts  to  tell  users  that 
the  copier  is  warming,  ready  to  copy 
or  requires  paper  or  some  other  atten- 
tion. Microprocessors  also  aid  in  the 
copying  process,  helping  to  align  im- 
ages to  provide  sharper,  more  precise 
copies.  Diagnostics  is  still  another  area 
made  easier  by  microprocessor  tech- 
nology, not  only  alerting  users  to  the 
fact  a  malfunction  has  occurred,  but 
also  indicating  the  nature  and  location 
and  sometimes  even  the  solution  to  the 
problem. 

Full-Feature  Product  Lines:  Full- 
feature  copier  products  can  now  be 
found  at  virtually  every  price  point  in 
the  copier  marketplace.  Features  found 
only  on  midrange  devices  a  few  years 
ago  are  now  commonly  offered  on 
lowvolume  machines;  such 
features  include  sorters,  doc- 
ument  feeders,  larger  ca- 
pacity as  well  as  multiple 
paper  bins,  and  document 
reduction  and  enlargement.  Although 
copier  quality  remains  important  to 
users,  the  fact  that  most  plain  paper 
copiers  now  offer  such  high  copying 
quality  means  that  the  battle  will  shift 
to  other  areas,  features  being  one 
of  them. 

Modularity:  Modularity  of  compo- 
nents is  the  third  significant  trend  in 
recent  copier  technology.  Modular 
components  are  built  into  the  original 
equipment  and  are  also  used  as  add-on 
accessories.  As  an  example  of  the  for- 
mer, entire  toner  development 
assemblies  are  fitted  into  slide-out  car- 
tridges, permitting  easy  maintenance 
plus  quick  change  of  toner  color.  Canon 
has  employed  this  capability,  incor- 
porating it  into  its  low-priced  personal 
copiers  to  its  top-of-the-line 
NP-500AF.  Modular  components  that 
are  field-installable  include  document 
feeders  and  sorters.  This  type  of  modu- 

y  permits  vendors  to  attain  the 
advantages  that  go  with  high-volume 
manufacturing,  a  concept  Japanese 
vendors  understand  so  well. 

Although  technological  advances 
will  fundamentally  change  the 
we  know  it  do  not  seem 
imminent,  one  thing  is  certain — 
copiers  will  continue  to  get  smaller, 


cheaper,  and  will  offer  more  func- 
tionality during  the  remainder  of  the 
decade. 

Copier  Acquisition 
Considerations 

As  with  the  purchase  of  any  asset, 
successful  acquisition  of  copiers  re- 
quires sound  planning,  and  a  host  of 
factors  must  be  evaluated  to  determine 
what  class  of  copier,  let  alone  which 
brand  of  copier,  will  meet  estimated 
copying  demands.  Although  the 
traditional  dividing  lines  between 
segments  of  the  copier  market  are 
becoming  increasingly  blurred,  they 
still  have  usefulness  for  classification 
purposes. 

An  accurate  assessment  of  the  quan- 
tity and  quality  of  copying  is  a  critical 
exercise.  Monthly  volume  estimated 
should  provide  a  good  sense  of  the 
available  copier  strategies.  For  exam- 
ple, in  lieu  of  purchasing  one  segment 
6  machine,  one  might  consider  a  much 
more  distributed  approach,  buying  in- 
stead three  segment  2's,  one  segment 
3,  and  a  half-dozen  segment  I 's.  The 
particular  strategy  employed  depends 
on  many  additional  considerations,  such 
as  the  kinds  of  copying  expected,  ma- 
chine reliability  and  anticipated  service 
and  support  needs. 


From  1950,  after  the  Haloid  Com- 
pany became  Xerox  Corporation,  that 
company  enjoyed  a  level  of  market 
dominance  experienced  by  few  other 
companies  at  any  time  in  history.  Two 
decades  later,  in  the  1970s,  after  help- 
ing make  the  copier  a  fixture  in 
businesses  of  all  sizes,  Xerox  started  to 
feel  the  heat  of  competition  through- 
out all  segments  of  its  product  line. 
IBM  and  Kodak  concentrated  on  the 
high  end,  with  a  host  of  others  (e.g., 
3M,  Savin,  Adler-Royal,  Pitney  Bowes) 
attacking  the  mid-  and  low  ends  of  the 
market. 

During  the  first  part  of  the  1980s, 
the  trend  toward  increased  competi- 
tion and  product  innovation  raced  on. 
Today,  the  copier  market  is  marked  by 
intense  competition  and  continued  im- 
provement, in  price/performance, 
especially  in  the  lower  end  of  the  spec- 
trum. Features  and  performance  nor- 


mally found  only  on  copiers  costing 
$5,000  or  more  just  a  few  years  ago  are 
now  commonly  available  on  machines 
priced  under  $3,000.  The  result  has 
been  a  rapidly  expanding  market  in  the 
low  end,  supplied  by  increasingly  ag- 
gressive vendors  living  with  the  new 
realities  imposed  by  diminishing 
margins. 

With  the  Canon  Personal  Copier, 
the  lowest-priced  copiers  have  become 
affordable  to  the  individual  user.  The 
introduction  of  the  PC- 10  was  indica- 
tive of  the  kind  of  market  leadership 
shown  by  Canon  in  recent  years,  es- 
pecially in  the  low  end.  Its  NP-125 
introduced  in  1982,  was  the  first  seg- 
ment I  copier  to  offer  both  reduction 
and  enlargement  capabilities.  Other 
Japanese  manufacturers  have  per- 
formed well  in  the  low  end  with  several 
recent  introductions.  Sharp's  SF-750 
has  achieved  market  presence  through 
a  compact  design  along  with  aggressive 
pricing  policies.  Later  in  1982,  Sharp 
came  out  with  successor  products  in 
the  700  line,  the  SF-771  and  SF-780, 
the  latter  incorporating  Sharp's  unique 
voice  synthesis  to  literally  tell  the  user 
which  of  nine  separate  functions  need 
to  be  performed. 

PBX  Outlook:  A  Period  of 
Dramatic  Change 

The  interconnect  PBX  industry  en- 
tered a  period  of  dramatic  change 
during  the  past  year,  and  the  forces 
precipitating  that  change  will  continue 
to  drive  it  for  the  next  several  years. 
First  of  all,  the  divestiture  from  AT&T 
of  the  Bell  Regional  Operating  Com- 
panies (ROCs)  has  altered  the  balance 
of  power  formerly  tipped  heavily  in 
favor  of  AT&T,  with  its  ability  to 
provide  "one-stop  shopping"  for  all 
telecommunications  needs.  To  fill  the 
vacuum  left  by  the  breakup  of  AT&T,  a 
number  of  organizations  have  moved 
in,  not  only  the  old  established  PBX 
vendors  but  a  number  of  new  manufac- 
turers and  the  newly  divested  ROCs. 
The  result  will  be  continued  price  cut- 
ting and  a  difficult  time  for  new 
entrants. 

In  addition  to  the  new  marketing 
environment,  the  industry  is  in  the 
midst  of  major  technological  evolution. 
The  PBX  is  becoming  more  than  simply 
a  phone  system;  it  is  evolving  into  an 
office  information  gateway  for  both 
voice  and  electronically  stored  infor- 
mation. By  historical  telephony 
standards,  this  change  is  happening  at  a 
breakneck  pace.  However,  PBX  vend- 


What  do  you  stand  to  gain? 


A  way  out  of  chaos. 
}  We  are  in  the  midst  of  a  revolution  in 
I  the  way  we  use  information.  The 

computer  terminal  has  joined  the  tele- 
i  phone  and  the  calculator  as  part  of 
!  day-to-day  business  life. 
[  It  is  a  time  of  confusion.  Everyone  has 
i  some  kind  of  "office  automation"  to 
:  sell,  based  on  everything  from  word 
;  processing  expertise  to  networking 
:  capability.  It's  all  very  confusing  if  your 
I  task  is  to  plan  your  company's  future, 
I  your  responsibility  to  manage  its 
i  resources  wisely. 

i  But,  there  is  a  way  out:  the  solution 
made  possible  by  the  Four-Phase/ 

;  Motorola  alliance.  The  combination  of 
resources  and  experience  brought 

I  together  by  that  union  now  makes  it 

j  possible  for  you  to  work  with  a 


coherent,  integrated,  complete  office 
automation  system . . .  Not  just  isolated 
functions. 

Four-Phase  has  over  a  decade  of  experi- 
ence in  the  creation  of  computer-based 
systems.  We  have  pioneered  in  the 
distribution  of  computer  functions  and 
the  design  of  computer  networks  that 
bring  together  your  corporate  com- 
puting facilities  with  the  personal 
computing  needs  of  your  managers, 


Four-Phase  unites  data  and  word  processing 
with  powerful  communications  capabilities 
to  bring  you  complete  information  systems. 


designers  and  engineers. 

Motorola  adds  strong  financial  and 
management  strength.  It  offers  a  host 
of  complementary  technologies  and 
related  subsidiaries  whose  efforts  and 
expertise  will  now  be  joined  with 
that  of  Four-Phase.  And,  not  the  least 
contribution  is  Motorola's  powerful 
M68000  microprocessor  that  now 
becomes  the  nucleus  to  drive  and  bind 
together  a  growing  family  of  Four- 
Phase  office  automation  systems. 

Put  chaos  behind  you.  If  you  would 
like  to  hear  more  about  the  rational, 
orderly  —  complete  —  Four-Phase/ 
Motorola  approach  to  office  automa- 
tion, write  us  on  your  letterhead, 
indicating  your  specific  areas  of  interest. 
Four-Phase  Systems,  10700  N.  De  Anza 
Blvd.,  Cupertino,  CA  95014. 


\f  Four-Phase  Systems 

The  Office  Automation  Company 


MOTOROLA  INC. 

Information  Systems  Group 


FourPhase  and  the  Four-Phase  logotype  are  registered  trademarks  of  Four  Phase  Systems,  Inc. 
Motorola  and  (M)  are  registered  trademarks  of  Motorola.  Inc. 


ors,  as  weil  as  users  are  at  widely 
different  points  along  the  evolutionary 
path.  Because  of  the  high  stakes  in- 
volved, the  need  for  careful  strategic 
planning  on  the  part  of  both  users  and 
vendors  has  never  been  more  critical. 


Strategic  Planning 
and  the  Changes  in  PBX 
Technology 

With  considerable  hoopla,  many 
PBX  vendors  and  industry  consultants 
have  introduced  their  new  PBX  offer- 
ings in  terms  suggesting  radical 
innovation,  touting  their  products  as 
"third  generation"  or  even  "fourth 
generation,"  without  clearly  defining 
the  differences  between  successive 
generations.  The  importance  of 
being  "nonblocking"  as  opposed  to 
"blocked"  has  also  been  debated  with- 
out ever  being  resolved  in  the  minds 
of  many.  These  debates  are  not  pro- 
ductive or  enlightening  to  the  user. 
A  more  useful  classification  scheme 
would  define  the  key  end-user  re- 
quirements and  characterize  PBX 
product  offerings  by  their  ability 
to  meet  these  requirements. 
During  the  past  decade  a 
,  wide  range  of  features 
has  come  to  be  expected 
on  a  medium-size  to  large  PBX.  These 
include  such  conveniences  as  call  for- 
warding, call  waiting,  least-cost  routing 
over  multiple  carriers  and  accounting 
features  such  as  station  message  detail 


recording  (SMDR).  Even  the  capability 
to  act  as  a  tandem  switch  in  a  corpo- 
rate network  of  PBXs  is  not 
uncommon.  While  variations  on  these 
features  are  available  from  different 
vendors,  these  differences  are  no 
longer  large  enough  to  be  useful  as 
part  of  a  classification  scheme  for 
PBXs.  No  attempt  will  be  made  to 
segment  the  PBX  offerings  based  on 
these  traditional  "telephony"  functions. 

Important  Considerations 

To  a  certain  degree,  the  PBX  as  a 
voice  telephone  system  has  become  a 
commodity,  the  main  difference  be- 
tween products  having  to  do  with  the 
service  capabilities  and  reputation  for 
reliability  of  the  vendor  rather  than 
with  the  features  of  the  machine. 
However,  current  products  do  differ 
widely  in  their  ability  to  transmit  data 
along  with  voice  traffic.  Data  transmis- 
sion will  be  an  increasingly  important 
part  of  office  automation  during  the 
next  ten  years.  Therefore,  this  will 
become  the  basis  for  the  classification 
of  current  products. 

Given  that  a  telephone  system  rep- 
resents a  large  capital  investment  with 
a  functional  life  of  at  least  five  years, 


any  useful  classification  must  take  into 
account  user  data  transmission  require- 
ments for  a  five-to-ten-year  time 
frame.  The  ten-year  scenario  de- 
veloped by  Gartner  Group  projects 
that  data  transfer  rates  of  I  million  bits 
per  second  (Mbps)  will  be  common  at 
the  workstation  level  by  the  early 
1990s.  This  requirement  will  stem  from 
the  emergence  of  increasingly  intel- 
ligent workstations,  which  will 
integrate  voice  and  such  data  applica- 
tions as  high-resolution  graphics,  large 
file  transfer  for  distributed  databases 
and  electronic-message  functions.  A 
completely  different  type  of  communi- 
cations medium  will  be  required.  The 
traditional  circuit-switched  PBX  is  not 
up  to  the  task. 

The  memory  space  within  the  per- 
sonal workstations  will  also  increase 
dramatically  during  the  next  decade, 
implying  the  need  for  rapid  transfer  of 
large  data  files.  Further  driving  this  will 
be  the  fact  that,  as  personal  computers 
continue  to  proliferate,  corporations 
will  find  it  necessary  to  plan  for  cen- 
tralization of  their  databases  for 
efficiency  and  security  reasons.  For  ex- 
ample, the  marketing  and  production 
control  departments  had  better  be 
using  the  same  sales  projections  to 
coordinate  their  plans — and  it  might 
be  best  from  a  data  security  point  of 
view  if  the  files  resided  in  a  common 
storage  medium,  rather  than  a  floppy 
disk! 


NEC's  PBX/ LAN  CONFIGURATION 
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You  can't  reach  the  top  by  being  a  pencil  pusher. 


It  doesn't  take  much  to  block  the  door 
to  success. 

]  A  flash  of  an  idea  that  slips  your  mind. 
A  note  that  never  gets  written. 
Now  you  can  erase  those 
obstacles.  With  the  Messenger™ 
:  Thought  Processor  from  Lanier. 
Just  touch  a  button  on  the  unit  on 
your  desk,  and  it  activates  one  of 
■  four  microcassettes  on  your 
secretary's  desk. 

:  Use  each  one  for  a  different  subject. 
.  Ybu  can  organize  your  thoughts  as 
you  go  along.  And  first  things  will  get 
done  first. 


Plus,  you  can  activate  the  Messenger 
from  just  about  any  phone  in  the  world. 
The  choice  is  simple.  Be  a  pencil 
pusher.  Or  get  the  Messenger.  And 
move  ahead  at  the  speed  of  sound. 


□  I'd  like  more  Information  on  the  Messenger 

Name  


Title. 


Company. 


. Phone- 


Business  Address. 


C:ry_ 


County_ 


.  State- 


-Zip- 


Mail  to  Lanier  Business  Products.  Inc. 

1 700  Chantilly  Drive  N  E  ,  Atlanta,  GA  30324 

Ask  your  office  manager  about  Thought  Processors. 

Or  call  (800)  241  - 1 706.  In  Georgia,  (404)  321  - 1 244  collect. 

UINIER 

Mar.  26  '84  Forbes  1  21  D  C4 


MOVE  AHEAD  AT  THE  SPEED  OF  SOUND 


LANIER  THOUGHT  PROCESSING 


The  bottom  line  is  that  high  data 
rates  (i.e.,  I  Mbps)  will  be  very  com- 
mon in  ten  years,  but  an  efficient 
communications  medium  must  be  able 
to  handle  a  wide  range  of  data  rates.  In 
addition,  unlike  today,  the  majority  of 
white-collar  workers  will  have  some 
type  of  workstation  on  their  desks. 
Many  workstations  will  be  intelligent, 
implying  that  the  pattern  of  communi- 
cations traffic  will  change  from  slow- 
speed  interactive  traffic  used  by  a 
dumb  terminal  communicating  with  a 
mainframe,  to  relatively  infrequent  but 
high-speed  bursts  representing  the 
transfer  of  files  to  be  processed  at  the 
local  level.  Since  communications  will 
not  be  simply  between  a  terminal  and  a 
mainframe,  "any-to-any"  connectivity 
will  be  mandatory  to  permit  efficient 
implementation  of  electronic  message 
functions. 

All  of  the  major  PBX  vendors  today 
are  moving  along  an  evolutionary  path 
to  meet  the  type  of  communications 
h:  requirements  described  in  the 
previous  paragraphs  but  are  at 
different  points  along  the  path. 
Three  types  of  PBX  products 
are  in  wide  use: 

'01^^^  Voice- 
Oriented  PBXs 

The  voice-oriented  PBX  may  utilize 
either  analog  or  digital  technology,  but 
is  clearly  optimal  for  voice  rather  than 
data.  Typically,  data  rates  are  limited 
to  9,600  bps  at  each  workstation,  al- 
though some  may  go  up  to  64,000  bps. 
These  devices  are  strictly  circuit- 
switched,  which  means  that  whenever 
a  terminal  establishes  a  data  path 
through  the  PBX,  some  of  the  capacity 
of  the  PBX  is  being  tied  up  for  that 
terminal,  whether  or  not  the  terminal 
is  sending  or  receiving  messages.  This 
is  necessary  for  voice  transmission, 
but  less  than  optimal  for  data  traffic. 
In  addition  to  the  limitations  on  data 
rates,  voice-oriented  PBXs  have  limi- 
tations on  the  number  of  data  work- 
stations they  can  support.  In  some 
cases,  fewer  than  20%  of  the  worksta- 
tions may  make  data  calls  without 
significantly  impacting  the  ability  of 
the  switch  to  handle  voice  traffic.  (This 
is  the  phenomenon  known  as 
"blocking.") 

The  voice-oriented  PBX  can  ade- 
quately handle  the  data  traffic  most 
users  have  today,  but  its  limitations  will 
become  clearly  evident  to  most  users 
within  two  or  three  years.  Typical  ex- 
amples of  this  type  of  PBX  are  the 


ATTIS  Dimension  2000,  the  original 
Rolm  CBX  and  the  Northern  Telecom 
SL-I.  AT&T  is  slowly  phasing  out  the 
Dimension  2000  and  Rolm  has  replaced 
the  CBX  with  the  CBX  II.  While  the 
older  systems  will  continue  to  function 
indefinitely  as  perfectly  adequate  voice 
telephone  systems,  owners  of  such 
equipment  will  soon  be  faced  with  a 
choice  of  either  upgrading  or  replacing 


their  systems,  or  installing  separate 
local-area  networks  (LANs)  to  handle 
the  data  traffic. 


Voice/Data  PBXs  are  equally  com- 
fortable handling  voice  and  data  traffic. 
The  data  rates  handled  by  voice/data 
PBXs  are  typically  still  limited  to 
64,000  bps  (or  64  Kbps)  at  each  work- 
station. However,  the  total  volume  of 
data  or  bandwidth  of  the  device  is  such 
that  a  large  percentage  of  the  worksta- 
tions may  be  actively  transmitting  data 
at  the  same  time  without  impacting 
voice  traffic.  In  addition,  while  data 
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WHY  DO  BUSINESS  WITH  A 
BROKEN-UP  PHONE  COMPANY 
WHEN  YOU  CAN  GET  MORE 
FROM  ONE  THAT  ISN'T? 


There's  one  nation- 
wide business  phone  company 
that's  not  broken  up;  still  intact  with  200 
offices  in  all  50  states;  in  business  for 
half  a  century. 

Executone.®  Big,  strong,  and  in  one 
solid  piece. 

In  the  months  to  come,  when  you 
must  make  basic  decisions  about  your 
telephones,  see  what  Executone  offers. 

Executone  will  help  you  build  a 
system  to  your  precise  needs,  not  limited 
by  someone's  available  inventory  — 
whether  you  need  two  phones  or  5000. 

We'll  help  you  finance  your  new 
system.  And  support  it  with  a  written 


promise  of  continuity 
of  service  and  maintenance. 

Don't  go  to  pieces  about  your  phones 
just  because  the  Bell  System's  gone  to 
pieces.  Call  Executone. 

.  800-645-1111  

I  For  further  information  on  how  to  own  a  better 
business  telephone  system:  □  Please  send 
descriptive  brochure,  or,  □  Have  representative 
phone  for  appointment. 

Name   

Phone  #  Firm  

Street  

City  


State. 


.Zip. 


Executone  inc.,  Two  Jericho  Plaza,  Jericho.  N.Y.  11753 


THE  ONLY  NATIONWIDE  BUSINESS  PHONE  COMPANY 
THAT'S  NOT 


Executone  inc. 

The  Nationwide  Business  Phone  Company  SM 

A  CON  1L  COMPANY 


•Executone  is  a  registered  trademark  of  Executone  inc. 


Reach  anyone  with 
your  small  computer. 
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IBM 


Texas  Instruments 


Commodore 


NEC 
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At  last,  there's  a  practical  way  to  enjoy  the 
benefits  of  "electronic  mail."  It's  Western  Union 
EasyLinkSM  service. 

With  it  you  can  literally  reach  any  business  or 
any  person  in  writing,  almost  anywhere  on  earth. 
With  EasyLink  service,  you  can  link  your 
personal  computer  or  word  processor  to  almost 
any  other,  to  the  global  Telex  network  and  to 
anyone,  nearly  anywhere,  with  an  array  of  rapid 
delivery  Western  Union  message  services. 

EasyLink  can  increase  your  equipment's 
usefulness,  improve  office  productivity  and 
dramatically  cut  message  delivery  time. 

Links  to  the  Worldwide  Telex  network. 

EasyLink  subscribers  have  a  direct  link  to 
Western  Union's  Worldwide  Telex.  Through  this 


service,  you  can  reach  any  of  the  1.5  million 
businesses  who  are  Telex  subscribers  in  154 
countries. 

Your  message  arrives  in  just  minutes,  in 
writing,  for  a  fraction  of  the  cost  of  a  long- 
distance phone  call.  And  you  will  get  your 
own  number  to  receive  messages  from  anyone 
on  the  worldwide  network. 

Available  now. 

EasyLink  service  is  now  available.  Let  us 
demonstrate  how  easy  it  is  to  send  and  receive 
messages  from  your  communicating  desktop 
terminals.  Call  toll-free  at  800-336-3797, 
ext.  298.*  Or  contact  Clyde  Meador, 
Western  Union,  One  Lake  Street, 
Upper  Saddle  River,  New  Jersey  07458. 


Western  Union  EasyLink  service. 

The  easy  way  to  link  your  computer  to  the  world. 


*In  Virginia,  call  703-448-8877.  Ext.  298. 


SYNTREX  INCORPORATED 

246  Industrial  Way  West, 
Eatontown,  NJ  07724 
1-800-526-2829 
in  MJ  201-542-1500 


SYNTREX 


We're  on  a  Roll. 


When  Syntrex 
talks,  IBM 
listens. 


When  your  Syntrex  work  station  tells  your  IBM 
computer  to  provide  data,  it  provides  it. 

When  your  Syntrex  tells  your  IBM  to  store  it, 
it  stores  it. 

Simply  touch  the  keys  on  your  Syntrex  and 
the  IBM  performs  -  silently,  brilliantly. 

A  new  group  of  breakthroughs  from  Syntrex 

makes  it  all  possible. 
Our  Intelligent 
Communications 
Controllers 
allow  each 
station  in  a 
Syntrex  system  to  emulate  a  wider 
range  of  IBM  terminals  than 
anyone.  Plus,  our  new  "Syntrex 
Connection"  brings  your  IBM  PCs™ 
on  board.  The  result  is 
a  blissful  marriage  between 
text  and  data  processing. 

So  now  you  know 
exactly  what  IBM 
is  doing  in  office 
integration  these  days. 
Whatever  we  tell  it  to  do. 


rates  higher  than  64  Kbps  are  not 
available  at  most  workstations,  the  ar- 
chitecture of  this  type  of  PBX  may 
permit  connection  of  a  limited  number 
of  high-speed  circuits. 

These  connections  may  be  used  to 
provide  an  interface  to  separate  LANs 
or  transmit  full-motion  video  through 
the  PBX.  While  they  do  not  provide 
the  high-speed  connection  to  each 
workstation,  voice/data  PBXs  are  well 
suited  to  handle  data  traffic  from  inter- 
active workstations  connected  to 
mainframes,  and  act  as  bridges  be- 
tween multiple  high-speed  LANs. 
Typical  examples  of  this  type  of  PBX 
are  the  Rolm  CBX  II  or  ATTIS  Sys- 
tem/85 Release  2. 

Integrated  PBX/LANs 

The  third,  and  most  sophisticated, 
class  of  PBX  is  the  integrated 
PBX/LAN.  Here,  no  separate  wiring  is 
required  for  a  high-speed  LAN,  as  the 
same  wiring  used  for  the  voice  traffic 
also  provides  data  pathways  as  fast  as 
various  LAN  offerings.  The  fact 
that  no  additional  wiring  is  nec- 
essary is  a  big  attraction.  In 
addition,  the  volume  of 
data  traffic  will  not  im- 
pact on  the  voice-handling 
capabilities  of  the  PBX.  This  means  that 
a  data  call  only  uses  up  the  capacity  of 
the  PBX  when  data  is  actually  being 
transmitted.  During  idle  time,  the  cap- 
acity is  available  for  other  uses.  This  is 
the  most  efficient  way  to  transmit  data, 
and  renders  the  whole  controversy 
about  "blocking"  irrelevant. 

With  the  first  shipments  of  its  LAN- 
mark  Ethernet  option,  InteCom  will  be 
the  only  PBX  vendor  actually  to  be 
shipping  an  integrated  PBX/LAN. 
NEC's  NEAX  2400  comes  very  close, 
but  the  data  rate  to  the  integrated 
voice/data  workstation  is  limited  to 
256  Kbps,  which  falls  short  of  the  I 


Mbps  (1,000  Kbps)  that  will  be  required 
by  the  workstation  of  the  1990s. 
Two  startups,  CXC  Corp.  and  Ztel, 
will  introduce  products  similar  to  the 
NEAX  2400  this  year. 

Consistent  with  the  user  communi- 
cations requirements  projected  for  the 
next  decade,  PBX  and  LAN  technology 
will  continue  to  merge  until  most 
products  will  offer  the  functionality  of 
the  integrated  PBX/LAN  by  the  early 
1990s.  The  dilemma  for  users  is  to 
choose  the  path  to  integrated  informa- 
tion processing  and  distribution  that 
will  generate  the  least  cost  and  disrup- 
tion for  their  organizations.  For 
vendors,  it  is  to  provide  the  needed 
functions  at  the  time  required  by  the 
market,  and  in  such  a  manner  as  to 
retain  a  hold  on  their  installed  base. 

From  a  technological  point  of  view, 
therefore,  the  critical  question  a  PBX 
purchaser  must  ask  is  not  what  "gener- 
ation" the  product  is,  but  whether  or 
not  it  meets  current  needs,  and  wheth- 
er the  philosophy  and  timing  of  the  up- 
grades the  manufacturer  plans  for  his 
product  will  meet  future  requirements. 

The  PBX  Market 

Competition  in  the  PBX  market 
really  began  to  heat  up  in  1983,  so 
much  so  that  two  manufacturers  de- 
cided to  halt  production — Datapoint 
and  Rockwell.  On  the  other  hand,  sev- 
eral new  entrants  jumped  in,  among 
the  more  promising  being  CXC  and 
Ztel.  In  addition,  many  of  the  products 
introduced  in  1983  are  being  geared  up 
for  volume  shipments  this  year,  among 
them  are  ATTIS*  System/85,  Rolm's 
CBX  II,  Ericsson's  MDI 10,  aiong  with 


Local  Area  Networks: 

Today's  Technology... Tomorrow's  Product 

Sharing  information  and  system  resources  is  one  of  the  greatest 
concerns  of  data  processing  professionals. 

Get  the  UNBIASED  facts  you  need  to  successfully  evaluate,  select 
and  integrate  this  vital  technology  into  your  organization. 
Register  today  for  TechTran's  seminar  on: 

Local  Area  Networks  —  Now! 

Date:  May  14th-15th    Location:  Chicago,  IL. 

For  further  information  and  a  TechTran  brochure,  contact 

Art  Solomon  at  (203)  348-4412. 

T&chTran  a  subsidiary  of  Gartner  Group,  Inc. 


CXC's  Rose  and  Ztel's  PNX.  They, 
along  with  Northern  Telecom,  Mitel, 
Siemens,  and  a  few  others,  will  be 
engaged  in  fierce,  competition,  for  a 
market  that  seems  to  have  reached  a 
temporary  plateau.  Seven  market 
"plums"  to  be  fought  for  are  the  newly 
divested  ROCs,  who  for  now  are  not 
allowed  to  manufacture  their  own 
PBXs  but  nonetheless  possess  impres- 
sive potential  distribution  outlets. 

In  the  small  to  mid-range  markets, 
the  major  players  will  certainly  play  big 
parts,  but  smaller  contestants  will  con- 
tinue to  make  their  marks.  Among 
them  are  Siemens,  Executone,  Harris 
and  Mitel.  Siemens,  in  addition  to  its 
voice-only  offerings,  has  introduced 
two  voice/data  PBXs,  the  Saturn  II  and 
III.  The  Saturn  II  has  a  1 50-line  capacity 
and  is  directed  at  smaller  businesses. 
The  Saturn  III  handles  from  700  to  800 
lines  and  represents  Siemens'  principal 
thrust  into  the  mid-range  voice/data 
market.  Harris  Corporation,  long  a 
communications  leader  among  data 
processing  companies,  has  brought  out 
various  voice/data  PBXs  also  targeted 
at  the  mid-range  market,  including  its 
1 200  Series  and  400  models.  Ex- 
ecutone, founded  in  I936  and  since 
I979  a  wholly-owned  subsidiary  of 
Continental  Telecom,  designs  and  mar- 
kets a  wide  range  of  business  phone 
systems  and  is  one  of  the  few  organiza- 
tions to  offer  nationwide  sales  and 
service,  whereas  most  other  PBX  man- 
ufacturers market  through  distributors 
and  other  channels.  Executone's  PBXs, 
beginning  with  the  I  I0-Iine  Echelon  all 
the  way  to  its  5,000-line  Summit  5000, 
have  made  a  significant  foothold  in  the 
small  business  market,  as  have  Siemens 
and  Mitel.  The  latter,  with  its  popular 
SX  line  of  PBXs  that  range  from  the 
six-line  SX-5  through  the  10,000-line 
SX-2000,  has  also  shown  strong  mar- 
ket penetration.  Though  it  is  too  early 
to  predict  who  will  emerge  victorious 
in  the  coming  PBX  wars,  it  will  cer- 
tainly be  an  exciting  process  to  watch. 

Gartner  Group,  Inc.,  now  celebrat- 
ing its  fifth  anniversary,  is  the  leading 
strategic  planning  consultancy  on  the 
information  industry.  Based  in  Stam- 
ford, Conn.,  its  worldwide  retainer 
client  base  includes  100+  major  indus- 
try vendors  and  1 50  +  corporate  users. 
The  firm  also  provides  bottom-line 
Wall  Street  analysis  for  over  250  in- 
stitutional investors.  For  references 
and  further  information,  please  contact 
Wendy  Larson,  at  (203)  964-0096. 
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After  a  long  hiatus,  foe  Hrudka,  the  king  of 
the  specialty  auto  parts  business,  has 
jumped  back  into  the  driver's  seat. 


Supercharger 


By  Kevin  McManus 


Joseph  Hrudka's  Mr.  Gasket 
Co.,  or  parts  of  it,  have  twice 
been  sold  to  the  public  and  once 
to  W.R.  Grace  (for  $17  million).  Joe 
actually  bought  back  the  company 
only  once  (from  Grace,  for  about  $4 
million).  You  don't  mess  around  with 
Joe.  As  soon  as  he  got  his  company 
back,  he  fired  85  employees  and  hired 
others,  including  his  brother,  that 
Grace  had  fired.  At  the  moment,  the 
public  is  again  a  partner  with  Joe  in 
owning  the  company. 

You  will  be  reading  more 
about  Hrudka,  45.  Now  that  he 
is  back  in  charge  of  his  $75  mil- 
lion-a-year  shop,  he  is  out  to 
acquire  a  dozen  or  more  auto- 
motive parts  operations  in  addi- 
tion to  the  nine  Mr.  Gasket  al- 
ready owns.  The  existing  busi- 
ness manufactures  and  sells 
6,000  products,  including  tires, 
wheels,  exhaust  systems, 
clutches  and,  of  course,  gaskets. 
With  acquisitions,  Hrudka 
hopes  to  boost  sales  to  $200  mil- 
lion and  maintain  earnings  at 
10%  of  that. 

He  should  have  little  trouble 
doing  so.  Auto  parts  are  big  sell- 
ers now,  just  as  cars  are,  and 
drivers'  rekindled  interest  in 
performance  helps  Mr.  Gasket's 
high-performance-parts  busi- 
ness especially.  Hot-rodders  and 
more  conventional  performance 
addicts  spend  freely  on  parts 
and  accessories  for  American 
muscle  cars,  the  Camaros,  Fire- 
birds and  Mustangs  that  they 
stripped  down,  relatively  speaking. 
"The  customer  wants  his  Camaro  dif- 
ferent from  the  one  down  the  street," 
says  Frank  Apple,  merchandising  vice 
president  for  Nationwise  Inc.,  an  auto 


parts  retailer  and  Mr.  Gasket  custom- 
er with  137  outlets  in  the  U.S.  "He 
puts  on  wheels,  chrome,  splash 
guards,  floormats,  pinstriping,  sheep- 
skin seatcovers."  Brand-conscious- 
ness is  high.  The  favorites — Blackjack 
exhaust  systems,  for  example,  Cragar 
wheels,  Pro-Trac  tires — have  existed 
since  the  early  1960s. 

Hrudka  carries  those  brands  and 
many  more.  Apple  says,  "Mr.  Gasket 
is  the  biggest  and  best  in  the  busi- 
ness." Hrudka  knows  the  hot-rod 
market  because  he  started  out'  as  a 
hot-rodder.  Teamed  with  his  brother 


Joe 
An 


Hrudka  of  Mr.  Gasket  Co. 

ex-drag  racer  back  in  high  gear. 


buy 


Tom,  racing  in  a  1957  Chevy,  he  won 
national  drag  racing  championships 
in  1961  and  1962. 

Tired  of  engine  gaskets  that  burned 
and  leaked,  Joe  made  a  better  gasket. 
He  already  worked  in  a  shop  that 


made  high-heat-resistant  gaskets  for 
industrial  use.  As  an  experiment  he 
stamped  one  to  fit  his  engine.  It 
worked  fine.  Hrudka  made  more  gas- 
kets, and  his  racing  buddies  bought 
them.  Soon  he  was  selling  through  a 
friend's  store.  By  1965  Hrudka  had 
organized  a  business  selling  his  own 
gaskets  and  parts  made  by  others.  He 
says:  "Back  then  I  thought,  jeez,  if  I 
could  run  my  business  out  of  my  base- 
ment, work  on  my  race  car  and  make 
$10,000  a  year,  it'd  be  a  hell  of  a  life." 

Yet  in  only  two  years  sales  grew  to 
$600,000.  In  another  two  years,  with 
sales  of  $3  million  and  earnings  of 
$375,000,  Mr.  Gasket  went  public. 
Hrudka  sold  33%  of  the  equity  for 
$2.7  million.  That  was  in  1969.  In 
1971  W.R.  Grace  acquired  Mr.  Gas- 
ket. Of  the  $17  million  sales  price, 
Hrudka  himself  got  $6  million  and  a 
three-year  contract  with  an  earnings 
kicker  that  later  got  him  another  $6 
million  Then  Hrudka  became  a  con- 
sultant to  Grace  for  seven  years.  But 
he  was  never  called  to  consult.  He 
says  he  read  the  Wall  Street  Journal, 
traded  stocks  and  worked  on  his  man- 
sions in  Palm  Springs  and  Cleveland. 

Mr.  Gasket,  meanwhile,  went 
downhill.  "W.R.  Grace  destroyed  it," 
says  Nationwise's  Apple.  "They  tried 
to  run  it  like  a  Wall  Street  company. 
They  weren't  responsive  to  our 
needs."  A  former  Grace  executive, 
Leo  Gray,  shrugs  off  such  talk. 
He  says  it  was  inevitable  that  in 
a  company  of  Grace's  size  there 
would  be  some  friction.  And  as 
it  turned  out,  he  says,  Mr.  Gas- 
ket was  too  small  for  Grace's 
senior  management  to  worry 
about.  In  any  case,  Grace  in 
1981  offered  to  resell  Mr.  Gas- 
ket to  Hrudka  at  a  rock-bottom 
price  of  $4  million,  and  the  deal 
quickly  closed. 

The  first  day  back,  Hrudka 
fired  and  hired.  Soon  after  he 
borrowed  money  from  a  bank  to 
acquire  four  unprofitable  firms 
that,  hooked  to  Mr.  Gasket's 
distribution  network,  quickly 
turned  the  corner.  Last  October 
Hrudka  sold  a  23%  interest  to 
the  public  for  $32  million.  The 
price  of  the  shares,  offered  at 
$12,  was  recently  at  $13,  some 
14  times  earnings  for  the  fiscal 
year  ending  Mar.  31. 

Things  look  mighty  good  for  an 
entrepreneur  absent  from  the  ac- 
tion for  seven  years.  But  Hrudka  says  it 
refreshed  his  perspective,  in  addition  to 
allowing  him  to  buy  for  $4  million 
what  he  sold  for$l  7  million.  Because  of 
his  planned  acquisitions  his  ability  to 
deal  will  come  in  handy.  ■ 
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European  unemployment  climbs  as  the 
jobless  rate  falls  in  the  U.S.  Why?  Because 
much  of  the  Continent  has  yet  to  under- 
stand that  business,  not  trade  unions  and 
governments,  creates  jobs. 


A  hair  of  the  dog 


By  Rosemary  Brady 


In  the  Midwest  autoworkers  are 
being  called  back.  In  France  they 
riot  to  prevent  layoffs.  At  Eastern 
Air  Lines  employees  agree  to  cut  their 
pay  to  save  the  company  and  their 
jobs,  while  in  Germany  the  metal 
workers  union  makes  a  major  issue  of 
its  demand  for  a  35-hour-week.  In  the 
U.S.  unemployment  has  been  declin- 
ing since  midyear  and  is  under  8% 
after  the  usual  seasonal  adjustments. 
In  Europe  it  either  hangs  at  post- 
World  War  II  highs  or  climbs. 

Some  European  leaders  blame  their 
problems  on  the  U.S.:  We  keep  inter- 
est rates  too  high,  or  we  don't  do 
enough  to  pull  the  rest  of  the  world 
out  of  recession.  But  hard  as  it  is  to 
believe,  some  leftist  European  leaders 
are  even  willing  to  admit  that  Ronald 


Reagan's  America  must  be  doing 
something  right  economically. 

"We  admit  it — Europe  has  not  per- 
formed well,"  says  Socialist  French 
Finance  Minister  Jacques  Delors. 
"Over  the  last  ten  years  the  U.S.  cre- 
ated 13  million  jobs.  The  EEC  [the  ten 
Common  Market  nations]  has  lost  4 
million."  The  formal  prediction  in 
Europe  is  that  unemployment  will 
mount  another  10%,  to  more  than  20 
million,  or  12%  of  the  work  force  by 
mid-1985. 

While  GNP  in  the  U.S.  grew  3.5% 
last  year,  growth  crawled  ahead  at  a 
1%  rate  in  Western  Europe.  This 
hurts.  So  does  the  fact  that  Europe's 
postwar  baby  boom  came  about  five 
years  after  America's.  The  Old  World 
faces  the  growing  numbers  of  job  ap- 
plicants the  U.S.  faced  in  the  past. 

But  there  are  two  other  key  factors: 


"Europe  has  not  performed  well" 


While  U.S.  unemployment  is  declining,  Western  Europe's  increases  or 
hangs  at  high  rates.  European  economists  predict  the  numbers  will 
grow,  prodded  by  youngsters  entering  the  labor  force  and  a  generous 
safety  net  for  the  laid-off. 


jobless  benefits  so  grand  there  is  not 
much  pressure  to  find  work,  and  a 
lack  of  job-creating  entrepreneurism. 

"There's  a  lack  of  dynamism  in  Eu- 
rope," complains  Dr.  Pehr  Gyllen- 
hammar,  chairman  and  chief  execu- 
tive of  Sweden's  Volvo  car  company 
and  head  of  a  newly  formed  group  of 
top  industrialists  pushing  new  invest- 
ment projects,  such  as  a  scheme  to 
build  a  bridge  between  Sweden  and 
Denmark.  "The  U.S.  climate  for  en- 
couraging new  business  is  entirely 
different  and  much  more  positive 
than  Europe's.  The  tax  legislation  is 
better.  There  are  more  favorable  in- 
centives to  starting  new  business. 
The  bureaucracy  of  Europe  makes  it 
[investment]  more  difficult." 

The  cradle-to-grave  welfare  sys- 
tems vary  but,  overall,  European  gov- 
ernments and  unions  make  it  difficult 
to  fire  employees,  linking  pay  raises 
to  inflation  and  creating  a  steel  safety 
net  for  the  unemployed.  Result:  Real 
labor  costs  jumped  20%  in  Europe 
between  1973  and  1981  against  a  3% 
increase  in  the  U.S.,  according  to  Eu- 
ropean economists. 

That  is  finally  catching  up,  and  the 
correction  is  painful.  Manufacturing 
jobs  in  Britain  have  shrunk  by  23% 
since  1979.  Spain  and  France  are  try- 
ing to  slice  away  at  their  overstaffed 
state  companies,  like  the  railways  in 
Spain,  which  triggers  strikes. 

Noel  Bennett,  49,  an  unemployed 
Irish  truck  driver,  now  sees  the  darker 
side  of  Europe's  past  boom:  "All  of  us 
got  lazy,"  he  says,  waiting  in  a  Dublin 
Employment  Exchange  to  sign  on  for 
his  weekly  dole  money.  "We  caught 
the  British  disease  and  had  too  many 
bloody  strikes.  But  then  they  threw  us 
all  out.  Now  you  wonder  who  was 
right." 

Bennett,  a  former  shop  steward  for 
the  Irish  Transport  &  General  Work- 
ers' union,  hasn't  worked  full  time  for 
three  years,  although  he  sometimes 
teaches  new  truckers  how  to  drive, 
part  time.  It's  not  so  bad.  He  gets  $110 
weekly  dole  when  not  working  part 
time,  and  was  off  to  go  salmon  fishing 
when  Forbes  last  saw  him. 

The  jobless  rate  runs  17%  in  Ire- 
land, 15.4%  in  the  Netherlands, 
12.7%  in  Italy,  9.9%  in  France— all 
higher  than  a  year  ago — and  9.4%  in 
West  Germany,  matching  last  year, 
and  12.3%  in  Margaret  Thatcher's 
Britain,  down  a  notch.  There  are 
some  differences  in  how  the  jobless 
are  counted  among  the  countries, 
but  that  doesn't  change  the  trends. 
The  Europeans  recognize  that 
generous  social  benefits  induce 
Europe's    long-term  unem- 
ployed, 30%  of  the  total  job- 
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less,  to  remain  unemployed  longer. 
But  the  greater  problem  may  be  the 
youngsters  who  have  been  brought  up 
to  expect  a  softer  life.  Youth  unem- 
ployment tops  30%  in  Spain,  Italy  and 
Ireland,  where  half  the  population  is 
under  25  and  the  labor  force  grows 
fast.  Immigrants  from  Turkey,  Yugo- 


slavia and  North  Africa,  lured  by  the 
good  times  in  the  old  days,  add  to  the 
dole  lines  in  France  and  Germany  and 
become  victims  of  ethnic  hatred. 

What's  to  be  done?  Socialists  and 
unions  push  for  shorter  hours  or  job 
sharing.  That,  of  course,  raises  costs 
and  makes  their  industries  even  less 


able  to  compete.  West  Germany  and 
France  attempt  to  bribe  immigrants 
to  go  home,  and  Bonn's  Chancellor 
Helmut  Kohl  pushes  for  an  early  re- 
tirement plan.  All  that  serves  to 
sweeten  the  social  welfare  system. 
Better  that  they  should  work  on  ways 
to  create  more  work.  ■ 


Cannon  Group's  new  deal  with  the  direc- 
tors union  wont,  by  itself,  make  low-bud- 
get filmmakers  rich.  But  it  could  be  a 
breakthrough,  a  powerful  precedent. 

Givebacks, 
Hollywood 


style 


By  Lawrence  Minard 


enahem  Golan,  chairman 
of  Hollywood's  Cannon 
Group,  interrupts  himself  on 
a  busy  Saturday  morning  to  take  a  call 
from  Elliott  Gould,  the  actor.  Gould  is 
in  a  snit  because  a  promotional  poster 
for  his  and  Cannon's  new  film,  Over  the 
Brooklyn  Bridge,  has  misspelled  his 
name.  Stars  don't  like  such  slips.  Yes,  a 
terrible  mistake,  Golan  patient- 
ly agrees.  Yes,  yes,  it  will  be 
taken  care  of.  Later  John  Cassa- 
vetes calls  about  a  minor  prob- 
lem he's  having  on  his  new  Love 
Streams,  another  Cannon  film 
that  recently  won  the  Berlin  Film 
Festival's  Best  Picture  award. 
Golan  ends  the  conversation 
beaming.  "You  know, "  he  says  to 
a  visitor,  "two  years  ago  nobody 
would  even  return  our  phone 
calls.  We  have  come  a  long  way 
since  then." 

A  long  way  indeed.  In  the  five 
years  since  they  took  control  of 
Cannon,  Golan,  54,  and  his 
cousin  Yoram  Globus,  40,  have 
turned  an  ailing  maker  of  sex- 
ploitation films  (notably  the 
Happy  Hooker  series)  and  one  hit  (Joe) 
into  one  of  Hollywood's  more  prolific 
and  profitable  film  finance  and  pro- 
duction houses.  Last  year  alone  Can- 
non produced  18  feature-length  films, 
making  it  the  country's  leading  inde- 
pendent producer.  On  revenues  of 


around  $63  million,  Cannon  earned 
nearly  $6  million,  around  $1.52  per 
NASDAQ-traded  Cannon  share. 

Cannon  is  the  antithesis  of  Walt 
Disney.  Golan  and  Globus  have 
achieved  their  success  by  combining 
creative  film  financing  with  titillat- 
ing titles  like  The  Last  American  Virgin, 
Lady  Chatterley's  Lover-  and  The  Wicked 
Lady.  These  are  aimed  at  the  young 
singles  market  and  are  shot  on  shoe- 


Director  Bryan  Forbes  (front)  and  leading  men 
Will  union  members follow  the  stars  to  Cannon? 


string  budgets.  The  18  films  Cannon 
produced  last  year  cost  around  $70 
million,  less  than  $4  million,  on  aver- 
age, per  picture.  Compare  that  with 
the  $1 1.6  million  the  average  big  stu- 
dio film  cost  to  produce  last  year. 
To  keep  budgets  low,  virtually  all 


Cannon  films  use  nonunion  labor.  So 
Golan  can  make  films  with  crews  of 
25,  vs.  the  45-man  crews  Golan  says 
unions  would  require.  "We  are  the 
only  ones,"  says  Golan,  "who  have 
dared  to  fight  the  unions  and  the  [Di- 
rectors] Guild  [of  America]." 

Their  strategy  has  won  Golan  and 
Globus  a  high  place  on  various  union 
blacklists  and  a  steady  stream  of 
abuse  on  the  Hollywood  cocktail  cir- 
cuit. But  in  a  town  where  commercial 
success  speaks  for  itself,  it  has  also 
won  Cannon  some  grudging  respect. 
"Golan  and  Globus  have  more  verve 
and  work  harder  than  almost  anybody 
else  in  Hollywood,"  explains  Lorimar 
Executive  Vice  President  Irwin  Yab- 
lans.  "And  fat-cat  wunderkinder  who 
hang  out  at  the  Polo  Lounge  don't  like 
that."  Because  Cannon  is  so  prolific, 
those  who  want  to  work  must  in- 
creasingly deal  with  Cannon  Group. 

But  Golan  and  Globus  are  business- 
men, not  ideologues.  With  success 
come  more  ambitious  dreams  and  a 
need  for  bigger  talents.  Artistically 
(with  the  exception  of  Cassavetes' 
Love  Streams)  their  ambitions  have  im- 
pressed few.  Elliott  Gould's  film  was 
roasted  by  New  York  critics,  and  a  $7 
million  venture  starring  Bo  ("10") 
Derek  is  being  bad-mouthed  be- 
fore it's  in  the  can. 

The  Golan  and  Globus  dream 
of  making  better  films  is,  howev- 
er, intact.  Since  most  of  the  more 
talented  workers  in  the  film  in- 
dustry are  members  of  one  union 
or  another,  being  on  a  blacklist 
doesn't  help  a  producer  with  big 
ideas.  No  surprise,  then,  that  Go- 
lan is  building  bridges  to  the 
motion  picture  unions. 

Last  month,  in  a  move  that 
may  herald  more  union  conces- 
sions, Cannon  and  the  7,000- 
member  Directors  Guild  of 
America  announced  a  peace 
treaty  that  for  the  first  time  rec- 
ognizes a  difference  between 
big-budget  films  and  small-bud- 
get ones.  Under  a  complex  formula 
enshrined  in  the  pact,  producers  of 
Cannon's  films  will  be  allowed  to  de- 
fer between  50%  and  60%  of  their 
DGA  minimum  scale  wages  until,  in 
effect,  the  film  breaks  even.  Thus,  a 
DGA  first  assistant  director  working 
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on  Cannon's  low-budget  Texas  Chain 
Saw  Massacre  II  (due  for  release  in  mid- 
1985)  would  be  paid  only  half  his  nor- 
mal $1,764  a  week.  The  other  half, 
plus  an  extra  10%  reward  for  waiting, 
would  be  paid  when  Massacre  breaks 
even.  (Minimum  scale  for  directors  is 
$84,541  on  films  budgeted  between 
$1.5  million  and  $2.5  million,  slightly 
less  if  the  director  shares  in  profits.) 

Under  Cannon's  deal  with  the 
DGA,  "low-budget"  means  any  fea- 
ture film  budgeted  at  $2.5  million  or 
less.  But  that  figure  excludes  such  ex- 
penses as  costs  of  acquiring  a  literary 
property,  executive  producers'  sala- 
ries and  the  deferred  portion  of  stars' 
salaries.  Add  these,  says  Golan,  and  a 
low-budget  film  can  cost  up  to  $4 
million  to  produce,  which  is  the  aver- 
age cost  of  all  18  Cannon  films  last 
year.  "This  is  a  terrific  deal  for  us," 
says  Golan. 

DGA  National  Executive  Director 
Michael  Franklin  agrees.  "Our  mem- 
bers have  not  been  working  on  low- 
budget  pictures,  and  we  want  that  em- 
ployment," he  says.  "This  gives  them 
an  opportunity  to  work.  It's  new  em- 
ployment for  them,  so  you  can't  call  it  a 
giveback."  Franklin  adds,  significant- 
ly, that  the  DGA  "is  prepared  to  negoti- 
ate with  major  studios  along  the  lines 
of  our  agreement  with  Cannon." 

Golan  figures  his  pact  with  the 
DGA  could  cut  upfront  costs  on  a 
typical  low-budget  Cannon  film  by 
20%  or  more.  Considering  Cannon's 
production  volume,  the  savings 
mount  up.  Longer  term,  the  Cannon- 
DGA  pact  is  a  potentially  powerful 
precedent.  There  are  already  signs 
that  some  of  the  more  foresightful 
leaders  of  the  big  (65,000-member)  In- 
ternational Alliance  of  Theatrical 
Stage  Employees,  whose  850  locals 
represent  many  crafts  from  grips  (the 
people  who  move  cameras  around)  to 
makeup  artists,  are  prepared  to  follow 
the  DGA's  lead  in  making  conces- 
sions to  low-budget  film  producers. 
"There's  a  lot  of  unemployment  in 
the  industry,"  says  Darwin  Deen, 
president  of  New  York's  IATSE  Local 
644,  which  represents  around  650 
East  Coast-based  cameramen.  "If  we 
could  put  some  of  our  guys  to  work  on 
low-budget  pictures  and  give  them  a 
chance  to  show  what  they  can  do — 
sure,  we'd  make  some  adjustments." 

IATSE  "adjustments"  are  what  Go- 
lan is  after.  "We  aren't  fighting  the 
unions,"  he  says.  "We're  fighting  to 
make  good  pictures."  Golan  likes  his 
bargaining  position.  With  another 
dozen  Cannon  films  scheduled  for 
production  this  year,  the  unions — and 
directors  and  stars — need  Cannon  as 
much  as  Cannon  now  needs  them  ■ 
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On  January  1, 1984  we  took 
up  the  reins  of  divesti- 
ture and  began  our  new 
tde.  Alone.  We  are  U  S  WEST, 
She  new  parent  com- 
lany  of  Mountain 
fell,  Northwestern 
fell  and  Pacific 
forth  west  Bell. 

Geographi- 
cally, we  are  the 
irgest  regional 
olding  company 
reated  by  the 
ivestiture  of  AT&T. 

Philosophically, 
e  are  the  most  aggressive. 

We  were  the  first  to 
3point  a  board  of  directors, 
/e  were  the  first  to  meet  with 
le  investment  community. 
fe  were  the  first  to  name  our- 
;lves.  We  were  the  first  to 
mounce  our  new  unregulated 
lbsidiaries.  And  we  were  the 
rst  to  establish  an  organiza- 
onal  structure  that  can  take 
ill  advantage  of  the  opportuni- 
es  presented  by  divestiture. 

Perhaps,  more  than  any 
ther  company  involved,  we  at 
S  WEST  have  demonstrated 
lat  we  are  eager  to  compete 
a  deregulated  environment. 

One  of  our  first  orders 
business  was  to  establish  a 
rategic  planning  group  to 
pplore  and  evaluate  the  most 
romising  and  profitable 
/enues  for  growth. 

Initially,  we  are 
,<panding  in  areas  based  on 
ur  expertise  and  experience 
the  information  industry. 

There  is  no  doubt  that 
e  will  be  a  pace  setter  in  the 
stest  growing  industry  in  the 
orld.  But  we  will  not  stop 
ere.  It  is  our  intention  to  grow 


beyond  our  heritage. 

We  will  be  more  than  a 
phone  company.  That  is  why 
we  elected  not  to  use  the  word 
BELL  in  our  name. 


With  court  approval,  we 
can  pursue  any  new  business 
we  choose  outside  the  regulated 
arena.  And,  in  order  to  pro- 
vide the  best  return  to  our  stock- 
holders, we  will. 

Each  of  the  subsidiary 
companies  of  U  S  WEST  is 
autonomous.  Our  unregulated 
subsidiaries  are  completely 


our  regulated  businesses. 

US  WEST  will  be 
staffed  by  no  more  than  100 
key  people,  25  percent  of 

them  hired  from  outside 
i  the  Bell  system.  They 
all  share  the  entrepre- 
neurial instinct  and 
competitive  spirit  impor- 
tant to  our  future. 

The  change  from 
our  past  will  be  more  than 
surgical.  We  have  a  new 
anatomy,  a  new  metabolism 
and  a  new  environment. 
Layers  of  management  have 
been  reduced.  Ideas  can 
be  acted  upon  faster. 
Decision  making  is  now  the 
'mandate  of  everyone. 

We  ride  alone.  But  we 
are  in  no  way  isolated  from  the 
world  of  telecommunications 
technology.  On  the  contrary, 
we  will  ride  the  leading  edge  of 
this  technology  with  continued 
access  to  the  research  of  Bell 
Labs,  and  also  to  the  best  tele- 
communications equipment  and 
research  throughout  the  world. 


LlgWESTj 


® 

Mountain 

© 

Northwestern 

©  I 

Pacific 

Bell 

Bell 

Northwest  Bell  | 

NewVector 

(Advanced  mobile 
phone  systems) 

Firstel 

(Business 
communications 
equipment) 

Interline 

(Communications 
consulting  and 
engineering) 

US  WEST 
Direct 

(Directory 
advertising  and 
publishing) 

BetaWest  ft 

(Property 
development  and  1 
management)  1 

We  have  clearly  separated  our  unregulated  subsidiaries  from  our  regulated  Bell  companies 
to  take  full  advantage  of  divestiture. 

We  are  ready.  Three 
technologically  advanced  Bell 


separate  from  the  regulated 
telephone  companies.  Each 
has  its  own  accounting  system, 
separate  management,  separate 
board,  separate  locations. 
Each  must  earn  its  own  way. 
Each  must  make  its  own  contri- 
bution to  investors. 

This  important  distinc- 
tion means  that  profits  generated 
in  our  unregulated  businesses 
will  not  be  used  to  subsidize 


operating  companies,  a  grow- 
ing number  of  unregulated 
subsidiaries  and  open  trail  as 
far  as  the  eye  can  see. 

For  more  information 
call  toll  free:  1-800-828-2400, 
or  write:  John  Trygg,  Director 
of  Investor  Relations,  U  S  WEST, 
7800  East  Orchard  Road, 
Englewood,  Colorado  80111. 


LIJSWEST 


We're  out  to  win  our  spurs. 


J,  Why  would  anybody  want  to  buy  James 
Industries?  A  Because  it  makes  Slinky, 
compared  with  which  the  Cabbage  Patch 
doll  is  a  parvenu. 


Staying 
power 


By  Paul  B.  Brown 


T|HE  12,000  TOY  BUYERS  who 
showed  up  at  New  York's  an- 
nual toy  fair  last  month  wrote 
orders  that  will  lead  to  an  estimated 
$11  billion  in  retail  sales  by  the  end  of 
the  year.  Last  season's  hot  sellers 
should  account  for  half  that  volume. 
High  on  the  list:  Cabbage  Patch  dolls, 


which  again  will  sell  well,  but  at  a 
price  of  $30,  up  from  $25.  And  look: 
infant  versions  called  Preemies  and 
Cabbage  Patch  pets  will  be  offered  as 
gifts  for  the  Cabbage  Patch  doll  who 
has  everything. 

Buying  gifts  for  a  gift  doll  isn't 
everybody's  idea  of  a  giggle,  though. 
And  if  Cabbage  Patch  dolls  and  the 
like  make  interesting  phenomena, 


consider  this:  The  other  $5.5  billion 
in  Christmas  toy  sales  will  come  from 
what  those  in  the  toy  business  call 
staples.  These  are  toys  that,  despite 
their  unfaddish  origin  on  the  other 
side  of  the  patch,  sell  Well  year  in  and 
year  out. 

It  used  to  be  that  a  toy  had  to  endure 
for  20  years  before  it  became  a  classic: 
Erector  Sets  (now  71  years  old),  Mo- 
nopoly (51)  and  the  Barbie  Doll  (25) 
are  examples.  Now,  because  televi- 
sion makes  it  easier  to  entrench  toys 
faster,  toy  executives  consider  that 
five  years  make  a  classic.  Here  are 
three  that  are  still  selling  strong  all 
year  round  with  no  advertising  blitz: 
•  Slinky 

"Between  the  age  you  stop  watching 
cartoons  and  start  having  kids,  you 
forget  about  us,"  says  Betty  James,  66, 
president  of  James  Industries  in  tiny 
(pop.  5,840)  Hollidaysburg,  Pa.,  about 
halfway  between  Pittsburgh  and  Har- 
risburg.  If  James  Industries  is  little 
known,  its  product  is  famed  around 
the  world.  The  license  plate  on  Betty 
James'  Cadillac  says  it  all:  slinky. 

By  Christmastime,  James  Indus- 
tries probably  will  have  sold  about  2 
million  of  the  coiled  springs,  best 


Binney  &  Smith's  Lieberman  and  Eberting 
Silly  ?  Yes.  Unimportant?  No. 


James  Industries  President  Betty  James 
"I  don't  know  what  the  attraction  is. 
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"When  you're  talking 
about  putting  sophis- 
ticated computer 
systems  in  the  hands 
of  non-computer 
users,  you're  talking 
about  a  heavy  training 
I  commitment.  And  I 
I  don't  mean  a  bunch 
of  ten-pound  user 
manuals  and  a  see- 
you-later.Alotof 
computer  companies 
forget  that." 

Wang  doesn't. 

Because  while  other  computer 
companies  are  just  getting  their 
foot  in  the  office  automation  door, 
Wang  has  been  there. 
From  day  one. 

And  from  the  beginning,  Wang 
people  have  made  support  and 
service  their  number  one  priority. 


WANG 


The  Office  Automation  Computer  People. 


FB-15 

©  1984  Wang  Laboratories,  Inc. 


Ohio  Art  President  William  C.  Killgallon 
"Everybody  wants  to  scribble." 


known  for  their  ability  to  "walk" 
downstairs.  Betty  James  herself  can't 
explain  the  toy's  success.  "I  honestly 
don't  know  what  the  attraction  is," 
she  says. 

Richard  fames,  Betty's  husband, 
came  up  with  the  idea  41  years  ago  as 
a  marine  engineer.  A  torsion  spring 
popped  loose  aboard  ship  and  began 
rolling  about  the  deck.  "My  husband 
came  home  and  said,  'I  think  there 
could  be  a  toy  in  this,'  "  Mrs.  James 
recalls. 

Gimbels  in  their  native  Philadel- 
phia agreed  to  let  the  Jameses  "walk" 
a  Slinky  down  an  incline  board  in  the 
toy  department.  All  400  of  the  toys 
sold  out  immediately.  But  for  years 
Mrs.  James  herself  couldn't  believe 
they  would  stay  popular.  "Until  our 
25th  year  I  thought  Slinky  was  a  nov- 
elty," she  says.  "Now  I  am  convinced 
it  is  a  staple." 

So  are  executives  of  other  toy  com- 
panies who  are  continually  trying  to 
buy  James  Industries.  "Maybe  some- 
day I'll  take  them  up  on  it,"  says 
James,  a  mother  of  six  and  grand- 
mother of  four.  "But  it  is  going  to  be 
hard  to  let  go.  Slinkys  are  like  my 
children,  and  they've  been  around 
longer." 


•  Etch  A  Sketch 

With  its  Etch-A-Sketch,  tiny  (1983 
sales:  $33  million)  Ohio  Art  Co.  was 
in  the  right  place  at  the  right  time. 
The  device  allows  a  child  to  draw  on  a 
small  screen  by  manipulating  two 
controls.  When  its  French  inventor 
first  offered  it  to  Ohio  Art  in  1959, 
executives  thought  his  price  too  high. 
Other  toy  companies  thought  so,  too  . 
But  ultimately,  says  William  C.  Kill- 
gallon,  Ohio  Art's  president,  the  com- 
pany struck  a  deal  with  the  inventor. 

The  timing  was  terrific.  "We  intro- 
duced Etch-A-Sketch  in  early  1960, 
just  about  the  time  that  television 
could  have  an  impact,"  Killgallon  re- 
calls. "There  was  not  a  lot  of  clutter. 
Few  other  toys  advertised  as  heavily 
as  we  did.  Television  had  a  lot  to  do 
with  our  initial  success." 

Ohio  Art  sells  2  million  Etch-A- 
Sketches  a  year.  The  toy,  introduced 
at  $4  or  so,  even  now  sells  at  only  $7. 
"But  more  than  that,  it  is  like  basket- 
ball," says  Lowell  T.  Wilson,  Ohio 
Art's  vice  president  for  product  devel- 
opment. "The  more  you  do  it,  the 
better  you  get  at  it.  People  can  do 
utterly  intricate  drawings.  It  satisfies 
the  child's  inner  cerebral  needs."  Kill- 
gallon  puts  it  more  simply:  "Every- 


body wants  to  scribble." 

Killgallon  says  there  arc  now  sec- 
ond- and  third-generation  Etch-A- 
Sketch  buyers.  "Nobody  goes  to  a 
store  to  buy  an  Etch-A-Sketch,"  he 
says.  "It  is  the  sort  of  thing  that  a 
mother  sees  when  she  is  there,  re- 
members she  had  fun  with  and  buvs 
for  her  child." 

Could  Etch-A-Sketch  survive  for  24 
years  if  it  were  introduced  today?  Kill- 
gallon  doubts  it.  "Today,  what  with 
the  hundreds  of  electronic  toys,  there 
is  a  lot  more  competition.  I  think 
Etch-A-Sketch  would  be  an  exciting 
product  if  we  brought  it  out  today,  but 
my  suspicion  is  that  it  might  be 
blown  out  in  five  years." 
•  Silly  Putty 

"We  like  to  say  that  Silly  Putty  is 
bouncing  back,"  says  Fred  Ebcrting, 
vice  president  for  marketing  at  Bin- 
ney  &  Smith,  maker  of  Crayola  cray- 
ons as  well  as  Silly  Putty.  "Now,  if  we 
could  just  stretch  out  our  success." 

Excuse  Ebcrting  his  atrocious  puns. 
Sales  of  the  silicone-based  putty, 
which  bounces,  picks  up  color  images 
when  pressed  against  the  Sunday 
comics  and  stretches  into  almost  any 
shape,  are,  in  fact,  on  the  upswing. 

Revenues  peaked  at  $6  million 
when  the  toy,  which  comes  in  a  plas- 
tic egg,  was  introduced  as  a  novelty 
item  in  the  1950s,  then  slipped  to 
about  $750,000  by  1980.  Eberting  and 
Sheldon  Liebcrman,  Binney  & 
Smith's  vice  president  of  product  de- 
velopment, say  the  reason  is  that  the 
company  took  Silly  Putty  for  granted. 
"Our  sales  force  was  selling  lots  of 
other  products  and  really  wasn't  con- 
centrating on  it,"  Eberting  says.  "Silly 
Putty  was  always  the  last  thing  to 
come  up  on  a  sales  call." 

The  stuff  that  makes  Silly  Putty 
was  discovered  by  accident  during 
World  War  II  when  scientists  at  Gen- 
eral Electric  were  looking  for  a  stron- 
ger substitute  for  rubber.  At  a  retail 
price  around  $1,  Silly  Putty  has  re- 
mained an  impulse  purchase  or,  in  the 
words  of  a  buyer  for  a  department 
store  chain,  "a  shut-up  toy.  A  mother 
gives  it  to  the  kid  in  the  store  and 
says,  'Here,  shut  up.'  " 

Silly  Putty  wasn't  proprietary,  and 
Binney  &  Smith's  carelessness  with  it 
cost  the  company  market  share  to  a 
dozen  or  so  competing  products.  To 
reintercst  salesmen  in  Silly  Putty, 
says  Eberting,  "In  essence,  we  spun  it 
off.  We  created  a  separate  organiza- 
tion with  its  own  sales  and  marketing 
responsibilities."  Now  that  Silly  Put- 
ty is  being  sold  aggressively  again, 
Lieberman  thinks  its  sales  can  hit  $2 
million  a  year.  "It's  a  neat  product," 
he  says.  ■ 
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Good  Housekeeping 

Had  More 
Advert  isini>  Revenue 

Than  Any  Other 

Monthly  Magazine 

InTheVVbrld. 

And  More  Pages  Of  Advertising 
Than  In  Any  Other  Ifear  In  Our  History. 

Quality  counts.  That's  why  the  big  buyers  of  consumer  product  advertising 
make  Good  Housekeeping  their  #1  print  buy. 

Efficiency  counts,  too.  Whatever  your  target  audiences  — single,  married, 
full-time  housewife,  better  educated,  working,  18  to  34,  18  to  49,  home 
owner,  higher  income  — Good  Housekeeping  has  them.  You  can  reach  your  best 
potential  women  customers  with  more  cost  efficiency  in  Good  Housekeeping 
than  in  any  other  monthly  magazine— bar  none. 

If  you  want  to  move  merchandise,  go  with  the  big  buyers.  Put  your  mes- 
sage in  the  magazine  women  believe  in.  The  magazine  that  earns  more  adver- 
tising revenue  than  any  other  monthly  magazine  in  the  world.  The  magazine 
that  knows  that  your  bottom  line  determines  ours. 

Good  Housekeeping 

The  magazine  women  believe  in. 


'Good  Housekeeping- 


GOOD  HOUSEKEEPING  IS  A  PUBLICATION  OF  HEARST  MAGAZINES,  A  DIVISION  OF  THE  HEARST  CORPORATION  ©  1984  THE  HEARST  CORPORATION 


KLMs 
New  Business  Class. 

..  •         ?■■  '■•  ,  '■  :.  # 

All  that  space  makes  all 
the  difference* 


"Does  KLM  have 

fewer  seats  "Yes" 
or  wider  seats?" 


The  difference  is  comfort. 

Our  all-new  Business  Class 
is  a  major  breakthrough 
in  travel  comfort  for  todays 
business  traveler. 

Our  new,  more 
comfortable  seats 

r  11  am  ■  i 

are  a  full  4v2  inches 
wider.  Designed  to  our  own 
rigorous  specifications,  each 
contoured  seat  lets  you  relax  in 
easy-chair  comfort .  You  get  more 
elbow  room.  Lots  of  leg  room. 
Aisles  are  wider. 
Cabins  more  spacious, 

NEUKXm  11  l 

and  more  space  all  around. 
You'll  get  almost  all  two-abreast  seat- 
ing on  every  747  intercontinental  flight. 

The  difference  is  a  lot  of  pleasant  surprises. 

There's  a  touch  of  first  class  with  champagne  that's 
on  the  house.  A  wider  choice  of  entrees.  Plus 
electronic  headphones.  And  starting  April  1st, 


you'll  be  able  to  reserve  you 
seat  in  advance  on 
both  Royal  Class  and 
Business  Class. 


lw  li£c™ 
headphon 


The  difference  i 
arriving  relaxed  in  th 
heart  of  Europ« 

Flying  KLM  to  Amste 
dam  gives  you  quick,  convi 
nient  connections  to  80  othe 
European  cities,  and  most  ai 
no  more  than  90  minutes  awa 

The  difference  is  flying  747' 

KLM's  747s  fly  non-stop  t 
Amsterdam  from  Atlanta,  Chicagt 
Houston,  Los  Angeles,  and  New  York,  wit 
connections  to  all  Europe,  the  Middle  East,  Far 
East  or  Africa.  Call  your  travel  agent  or  KLM. 

The  Reliable  Airline, 

Royal  Dutch  Airln 


Personal  Affairs 


Edited  by  William  G.  Flanagan 


Okay,  maybe  image  still  counts  for  more 
than  it  should.  But  just  a  little  more  atten- 
tion— not  moneys — is  all  that's  required for 
you  to  be  well  dressed. 


Executive  suit 


By  Jeffrey  A.  Trachtenberg 

Somebody  once  said  that  the 
man  who  knows  what  to  avoid 
is  already  the  possessor  of 
style.  Cary  Grant,  80,  has  it.  fohnny 
Carson,  whose  suits  look  painted  on, 
does  not. 

In  the  business  world,  dressing  with 
the  appropriate  amount  of  style  can 
give  you  a  critical  edge.  In  an  even-up 
situation  for  a  promotion,  for  exam- 
ple, image  can  often  win  the  day. 

Finding  out  what  "appropriate" 
means  is  one  more  subtle  distinction 
between  the  boys  at  the  water  cooler 
and  the  man  in  the  corner  office. 

For  today's  younger  executives, 
dressing  for  success  is  not  so  much  a 
matter  of  expense  as  of  paying  more 
attention  to  detail.  A  tasteless  or  bor- 
ing wardrobe  is  not  necessarily 
cheaper  than  a  stylish  one.  You  paid 
lots  of  attention  to  detail  before  you 
bought  your  personal  computer.  Why 
not  go  the  extra  steps  when  outfitting 
yourself  for  the  corporate  battlefield? 
In  a  day  you  can  acquire  uniforms  that 
will  last  for  years. 

Forbes  is  going  to  make  it  easy  for 
you  to  determine  what  the  right  look 
is.  We  have  selected  the  styles  of  sev- 
eral major  designers  whose  suits  can 
be  worn  with  confidence.  In  price 
they  fall  somewhere  between  Sears 
and  Savile  Row — roughly  $400  to 
$700.  As  to  availability,  you'll  find 
them  in  selected  shops  and  a  handful 
of  department  stores  (see  box,  p.  198). 

The  look,  as  you'll  see,  is  tradition- 
al but  not  starchy.  And  because  it 


isn't  high  fashion,  it  will  last  as  long 
as  the  suit  does. 

If  you  could  see  the  labels  on  the 
clothes  of  better-dressed  executives 
(forgetting  custom-made  suits),  you 
would  probably  see  names  like  Ralph 
Lauren  or  retailers  like  Paul  Stuart 
and,  of  course,  Brooks  Brothers.  You 
might  encounter  Calvin  Klein  once  in 
a  while,  too,  especially  among  those 
fancying  casual  wear. 

But  there  are  several  other  design- 
ers, perhaps  lesser  known  but  equally 
important,  who  are  dressing  up 
America's  younger  pin-stripe  set. 
You've  seen  plenty  of  Lauren,  Klein, 
Brooks  and  Stuart,  so  we  are  featuring 
the  looks  of  Alan  Flusser,  Perry  Ellis, 
Jeffrey  Banks  and  Jhane  Barnes,  who 
have  given  a  sparkle  to  classic  mens- 
wear.  For  the  more  traditional,  we'  are 
also  highlighting  Bill  Blass. 

What,  exactly,  is  the  appropriate 
dress  for  your  company  or  in  your 
business?  How  far  you  can  go  is  usual- 
ly a  reflection  of  management.  Some 
companies  would  never  accept  silk 
sports  jackets  or  polka-dot  ties.  Bill 
Blass  insists  that  in  the  corporate 
world  the  only  sure  formula  is  to  dress 
like  your  immediate  superior.  On  the 
other  hand,  a  young  executive  who 
dresses  too  conservatively  may  well 
be  seen  as  unimaginative. 

"I  believe  one  always  pays  respect 
to  tradition,  but  tradition  is  chang- 
ing," remarks  Perry  Ellis.  "There  are 
still  bastions  of  conservatism.  But 
there  are  also  law  firms  where  men 
don't  look  like  they're  in  mourning." 

What  do  you  need  in  your  basic 
spring  wardrobe?  According  to  Jeffrey 
Banks,  a  young  exec  must  own  at  least 
two  spring  suits.  One  should  be  a 
tropical  worsted  (about  $400)  in  dark 
navy  or  charcoal,  and  the  other  a  pale 
gray  or  tan  suit  in  cotton  or  linen 
(about  $350). 

You  also  need  two  jackets,  one  an 
all-wool  navy  blazer,  either  double- 
breasted  or  two-button,  and  one  silk 
sportcoat.  Banks  suggests  a  Prince  of 
Wales  glen  plaid  in  oyster  and  beige 
(each  jacket  should  run  about  $300). 

You  should  also  acquire  at  least 
three  pairs  of  slacks  that  can  be  worn 
with  either  blazer  or  sportcoat.  In- 
clude a  pair  of  beige  gabardines  (about 
$125),  a  pair  of  poplin  trousers  for 
about  $55,  and  a  pair  of  khakis  for 
approximately  $60. 

As  for  shirts,  stick  to  basic  colors — 
blue,  white  and  pink.  Banks  advises 
buying  two  of  each  in  pinpoint  oxford 
cloth,  although  he  says  they  should 
have  different  collars.  Expect  to  pay 
$45  each.  And,  as  you  are  buying  new 
shirts,  Banks  says  to  take  hnme  at 
least  half  a  dozen  ties  (his  are  $27.50 
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each).  Total  spring  wardrobe  cost: 
some  $2,000.  Note:  "spring"  is  a  bit  of 
a  misnomer.  The  wardrobe  will  do 
fine  in  all  but  the  very  warmest  and 
coldest  months.  In  some  areas  it  will 
work  fine  year-round  but  won't  stand 
alone.  Whatever  their  weights,  Banks 
says  you  need  at  least  seven  suits  to 
get  you  through  the  year. 

The  best-designed  suits  in  the 
world  can  look  like  sacks  if  they  don't 
fit  properly.  (Witness  the  many  ill- 
fitted  executives  who  pressured  tai- 
lors in  Hong  Kong  or  London  to  hurry 
up  and  finish  suits.) 

A  proper  fit,  even  with  a  ready- 
made  suit,  takes  some  attention  on 
your  part  as  well  as  the  tailor's.  Spend 
a  few  minutes  in  front  of  a  full-length 
mirror  trying  on  what  you  have  se- 
lected. Even  without  alterations,  the 
size  suit  you  have  selected  should  be 
appropriate.  Bear  in  mind  that  no  suit 
can  be  altered  drastically  without  los- 
ing its  basic  proportions. 

Take  a  good  look  at  your  body.  You 
don't  necessarily  need  a  long  because 
you  are  5  feet  1 1  or  taller.  You  might 
have  long  arms  but  an  average  torso. 
Keep  in  mind  that  a  suit  jacket  is 
designed  to  fit  your  body,  and  it 
shouldn't  be  skirty.  You  should  also 
be  able  to  extend  your  arms  upward 
without  feeling  too  much  pull. 

With  trousers,  remember  this  rule: 
They  should  give  at  the  waist  and  the 
rear.  They  should  also  be  long  enough 
to  reach  the  tops  of  your  shoes.  If  you 
decide  on  cuffs,  they  should  be  no 
wider  than  1  lA  inches. 

Now  check  the  workmanship.  If 
you  are  spending  $400  to  $700  on  a 
suit,  you  have  the  right  to  expect  cer- 
tain details.  Examine  the  inside  jacket 
pocket.  Is  the  top  welt  heavy  enough 
so  that  it  won't  be  torn  by  pens?  Do 
the  buttons  on  the  cuffs  work,  or  are 
they  only  ornamental?  Those  but- 
tons, by  the  way,  should  be  natural 
horn  or  mother-of-pearl,  not  plastic. 
Buttonholes,  collars  and  seams 
should  all  be  clean  finished.  The  best 
suits  are  handstitched  around  the 
armholes  and  shoulders. 

Try  on  your  shirts,  too.  Although 
sleeve  lengths  are  a  matter  of  personal 
choice,  they  shouldn't  show  more 
than  half  an  inch  at  the  cuff. 

Most  top  specialty  stores  will  per- 
form minor  suiting  alterations  with- 


WallStreet  blues 
A  traditional  navy, 
single-breasted  pin- 
striped wool  suit  ($385) 
with  pink  cotton  shirt 
($45)  and  navy-and-pink 
striped  rep  tie  ($27. 50) 
by  Jeffrey  Banks. 
Note  the  white  pocket 
square  in  the  jacket 
breast  pocket. 
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A  hint  of  yesteryear 
A  double-breasted  taupe  silk- 
blend  suit  in  a  herringbone 
pattern  ($245) from  Bill  Blass, 
with  a  white  shirt  ($45)  and  navy 
paisley  bow  tie  ($15). 


Brace  yourself 
A  brown  minicheck 
single-breasted  wool  suit 
($660)  with  a  lilac  cotton 
shirt  ($55),  purple 
elephant-motif  tie 
($32.50)  and  brown-and- 
yellow  braces  with  green 
stripe  ($37. 50) from  Alan 
Flusser. 
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New-fashioned  tweeds 
A  stubbed  linen-silk  tweed 
suit  ($650)  by  Jhane 
Barnes.  (Stubbed  is  garment- 
talk  for  drawn  and 
slightly  twisted  yarn.) 


out  charge.  But  don't  automatically 
assume  the  workmanship  is  first  rate. 
Check  out  the  store's  reputation  be- 
forehand. "Shall  we  send  it?"  the 
salesman  often  asks  after  alterations 
are  agreed  on.  "No,  I'll  come  by  and 
try  it  on,"  should  be  your  reply.  You 
are  likely  to  save  time  in  the  long 
run — chalk  marks  made  by  the  fitter 
are  often  ignored  in  the  shop. 

You  will  probably  be  able  to  take 
more  time  and  be  more  explicit  with 
your  own  tailor.  And  he  will  doubt- 
less get  the  job  done  a  lot  faster.  If  you 
don't  know  a  good  tailor,  make  in- 
quiries. You  will  need  one  eventually 
anyway.  A  good  wardrobe  is  an  invest- 
ment. A  good  tailor  is  your  mechan- 
ic to  maintain  it. 

With  suits  out  of  the  way,  it's 
time  to  fill  in  the  accessories.  As 
any  observer  of  stylish  women 
knows,  the  right  accessories  and 
wearing   clothes   in  different 
combinations  can  stretch 
minimal  wardrobe. 


Tunnel  belt  loops 
Updating  with  detailing 
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Before  there  was  Castro, 
there  was  Partagas. 


If  you  treasure  the  rarity 
of  a  pre-revolutionary 
Cuban  cigar,  you  are  not 
alone. 

On  the  exceptional 
occasion  when  such  cigars 
have  been  discovered,  they 
have  commanded  extraordinary  sums  from  the 
most  discerning  connoisseurs. 

If  you  respect  the  tradition  of  Cuban  cigar- 
making  as  they  do,  it  may  interest  you  to  know 
that  it  does  not  live  entirely  in  the  past. 

The  fact  is:  there  is  a  cigar  that  is  still  made 
the  way  it  was  made  in  Havana  before  the  Cuban 
Revolution. 

The  cigar  is  a  Partagas  and  its  secret  is  a 
living  Cuban  legend. 


Ramon  Cifuentes:  a  living  Cuban  legend 


His  name  is  Ramon 
Cifuentes. 

He  has  spent  a  lifetime 
making  Partagas  Cigars 
by  hand,  just  as  his 
father  did  before  him. 
And  when  he  was  exiled 
from  the  island  of  Cuba  more  than  20  years  ago, 
the  secret  of  Partagas  went  with  him,  never 
to  return. 

Today,  as  always,  there  is  a  Partagas  that  is  made 
for  you. 

And  the  feel,  the  taste  and  the  aroma  of  this 
legendary  cigar  in  its  rich  Cameroon  wrapper  is 
unlike  anything  your  senses  have  ever 
experienced. 

Ramon  Cifuentes  will  have  it  no  other  way. 


PARTAGAS 
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"Don't  be  flashy,"  warns  Bill  Blass. 
"Odd-colored  shoes — white,  beige  or 
gray — are  a  mistake.  Tassled  mocca- 
sins are  okay  if  they  are  highly  pol- 
ished in  dark  shades.  And  never  draw 
attention  to  feet  or  stockings.  Jewelry, 
with  the  exception  of  a  watch, 
vulgar." 

Yet  there  are  a  number  of  smart 
touches  that  can  help  you  stand 
out  in  a  crowd  without  looking 
like  a  peacock.   For  example, 
spread  collars  on  shirts,  which 
are  shorter  and  wider  than  but- 
ton-downs,  are   coming  back. 
Also  acceptable  are  white  con-  i 
trast  collars  and  cuffs  on  solid  f 
colored  shirts.  Bow  ties  have 
become     individual  state 
ments,  as  have  suspenders  (or, 
at  these  prices,  braces). 

When  it  comes  to  neck- 
wear, Jeffrey  Banks  favors 
club  ties,  woven  ties  with 
figures  on  them.  His  most 
recent  collection  is  based 
on  an  Ernest  Hemingway 
theme  and  features  tiny 
men  holding  marlin. 

Other  designers  have 
favored  pink  elephants 
or  dinosaurs.  But  what- 
ever the  pattern  or 
colors  you  like,  make 
the    knot    properly.  . 


For  the  incurable  preppy 
Blue-and-gray  dotted  bow  tie  ($30) 


Dress  gray 

A  charcoal-gray  tweed 
linen  suit  ($5 10)  with  white 
cotton  shirt  ($07. SO) 
from  Perry  Ellis.  For  a  more 
casual  look,  jacket  is  available 
separately  for  $355. 


Alan  Flusser  says  men  often  don't.  "A 
tie  should  always  have  a  dimple  in  it, 
easily  achieved  with  a  four-in-hand 
knot.  Windsor  knots  are  often  too 
large  for  most  collars,"  he 
says. 

Ties  aren't  the  only  po- 
tential  bright   spots  in 
your   wardrobe.  Other 
touches    can  include 
red-striped  braces, 
white    pocket  squares 
and  Panama  straw  hats.  All 
have  classic  roots  but  help  establish 
a  sense  of  style. 

"If  your  components  don't  relate, 
you  won't  look  right,"  Flusser  adds. 
"Just  because  you  are  spending  a  lot 
of  money  doesn't  mean  you  have 
dressed  well."  ■ 


Where  to  shop 


What's  new  is  the  angle 
A  pocket  of  resistance 


The  designs  shown  can  be  found 
at  the  following  stores.  Call  the 
phone  number  listed  for  other 
locations. 

Jhane  Barnes:  Wilkes  Bash- 
ford  in  San  Francisco,  Barneys 
New  York,  Neiman-Marcus  in 
Dallas,  The  Twenty-Four  Collec- 
tion in  Miami  and  Weinstein's  in 
New  Orleans.  (212)  921-2442. 

Bill  Blass:  Bloomingdale's  in 
New  York,  J.L.  Hudson  in  Detroit, 
Macy's  California  in  San  Francis- 
co, Marshall  Field's  in  Chicago  and 
Rubenstein  Bros,  in  New  Orleans. 
(212)  753-3606. 

Alan  Flusser:  Bergdorf  Goodman 
in  New  York,  Perkins  Shearer  in 
Denver,  Knickerbockers  in  Cleve- 
land, Britches  of  Georgetowne  in 
Washington,  D.C.  and  Adam 
Christopher  Ltd.  in  Edina,  Minn. 
(212) 888-7100. 

Jeffrey  Banks:  Raleighs  in  Wash- 
ington, D.C,  Robinson's  in  Los 
Angeles,  Davison's  in  Atlanta, 
Bloomingdale's  in  New  York  and 
Marshall  Field's  in  Chicago.  (212) 
582-8106. 

Perry  Ellis:  Wilkes  Bashford  in 
San  Francisco,  Barneys  New  York, 
Jerry  Magnin  in  Beverly  Hills,  Jor- 
dan Marsh  in  Boston  and  Neiman- 
Marcus  in  Dallas.  (212)  921-8500. 
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Whole-brain  thinking 

Most  management  guides  contain 
liberal  doses  of  common  sense 
and  pep  talk  and  can  succeed  mightily 
with  little  else  added  (good  writing, 
however,  helps).  Witness  the  most 
recent  phenomenon,  The  One  Minute 
Manager,  and  the  sequel,  Putting  the 
One  Minute  Manager  to  Work  (both  Wil- 
liam Morrow  &  Co.,  $15  each). 

Evidently,  such  books  succeed  be- 
cause most  managers  feel  guilty  about 
the  jobs  they're  doing  or  are  aware  they 
could  be  doing  more.  Since  managers 
are  basically  responsible  folks,  paying 
a  few  dollars  for  books  that  could  im- 
prove their  performance  is  the  least 
they  can  do.  If  In  Search  of  Excellence 
(Harper  &  Row,  $19.95;  in  paperback, 
Warner  Books,  $8.95)  promises  clues 
to  how  to  boost  productivity,  a  boss 
gets  to  thinking  he  ought  to  read  it — 
and  he  probably  does. 

Whole-Brain  Thinking:  Working  from 
Both  Sides  of  the  Brain  to  Achieve  Peak 
Job  Performance  (William  Morrow  & 
Co.,  $13.95)  is  a  hybrid  management 
guide,  but  it  promises  to  figure  promi- 
nently on  those  bestseller  lists.  It 
mixes  some  fascinating  information 
about  the  brain — some  new,  some 
old — with  how-to  management  stuff. 
If  you  understand  the  workings  of  the 
brain  better,  say  the  authors,  Jacque- 
lyn  Wonder  and  Priscilla  Donovan, 
you  will  be  able  to  control  your  think- 
ing more.  The  authors  then  go  on  to 
suggest  specific  ways  you  can  apply 
your  improved  thinking  capacity  to 
the  job.  (They  could  just  as  easily  have 
shown  readers  how  to  apply  that 
knowledge  to  paint  better  pictures, 
write  better  novels  or  hit  a  golf  ball 
better,  but  apparently  guilty  manag- 
ers are  a  better  market.) 

The  information  about  the  brain  is 
fascinating,  sort  of  a  quickie  Broca's 
Brain,  Carl  Sagan's  bestseller  of  sever- 
al years  ago.  Much  is  made  of  the 
split-brain  concept,  which  holds  that 
the  two  hemispheres  of  the  brain  con- 
trol quite  distinct  functions.  "The  left 
side  of  the  brain  has  gray  matter,  the 
stuff  that  makes  you  smart  by  soci- 
ety's standards:  facts,  figures,  dates 
and  more.  The  ability  to  speak  and 
form  thoughts  into  words  rests  pri- 
marily in  the  left  hemisphere  of  most 
persons,"  write  the  authors. 

The  right  side  "is  host  to  motor 
skills,  intuition  and  emotion  and  is  a 
ready  receptor  of  music  and  cadence. 


As  a  problem-solver,  it  looks  at  the 
whole  situation,  and  often  the  solu- 
tion materializes  as  if  by  magic." 

The  book  elaborates  on  the  split- 
brain  concept,  the  proof  of  which  won 
the'  Nobel  Prize  for  neurosurgeon 
Roger  Sperry  in  1981.  There  are  peo- 
ple who  are  predominantly  right-  or 
left-sided.  (If  you  are  exactly  in  the 
middle,  you  might  be  dyslexic,  or  at 
least  have  a  lot  of  trouble  making  up 
your  mind  about  anything.) 

Consider  the  broadcast  team  for 
Monday  Night  Football.  Howard 
Cosell  is  described  as  largely  left-sid- 
ed (logical,  verbal,  analytical),  while 
Don  Meredith  is  right-sided,  hum- 
ming tunes  and  recalling  anecdotes, 
and,  of  course,  once  a  master  at  the 
motor  skill  of  tossing  a  football.  Frank 
Gifford,  former  scholar  and  athlete,  is 
more  even-minded. 

One  side  is  dominant  in  most  peo- 
ple. And,  because  socialization  can 


Working  from  Both  Sides 
of  the  Brain  to  Achieve 
Peak  Job  Performance 
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affect  right-  or  left-brained  domi- 
nance, there  are  even  certain  cultures 
that  are  characterized  by  one  side  or 
the  other  (American  Indians  and  His- 
panics,  say  the  authors,  are  more 
right-sided,  for  example).  There  is 
even  a  basic  brain  difference  between 
the  sexes,  say  the  authors.  Men  tend 
to  be  left  dominant,  and  women  right. 

Which  side  of  your  brain  dominates 
you?  The  authors  have  provided  a  test 
that  readers  can  take  to  determine 
their  BPI  (Brain  Preference  Indicator). 
Zero  is  the  ultimate  left-sider  and  10 
the  extreme  right. 

All  of  this  would  be  only  about  as 
interesting  as  astrology  charts  were  it 
not  for  one  big  factor:  Research  shows 
that  you  can  actually  control  which 
side  of  your  brain  to  use  for  certain 
tasks,  and  improve  the  performance 
of  the  lazier  lobe.  Knowing  which  one 


to  use  when  and  developing  the  abili- 
ty to  switch  from  one  to  the  other  can, 
obviously,  increase  brainpower. 

Internal  brainstorming — giving  full 
vent  to  both  hemispheres — is  one  way 
to  broaden  your  thinking,  and  the 
book  describes  how  to  do  it.  Doing 
more  daydreaming — when  appropri- 
ate— is  also  suggested  as  a  good  way  to 
give  the  right  side  of  the  brain  more 
vent;  techniques  are  offered. 

Increasing  your  memory  capacity  is 
another  possibility.  The  use  of  mne- 
monics (memory  aids  that  are  visual 
or  that  use  rhymes  or  patterns,  etc.) 
involves  pressing  both  right  and  left 
hemispheres  into  action. 

Identifying  how  others  think, 
righty  or  lefty,  can  be  a  valuable  aid  in 
communicating  with  them,  and  the 
tip-offs  are  many. 

Applying  split-brain  thinking  to 
more  mundane  managerial  tasks 
takes  up  the  remainder  of  the  book. 

In  explaining  the  concept  and  the 
application  of  the  split  brain,  the  au- 
thors have  dropped  lots  of  fascinating 
trivia  about  the  physical  brain  itself. 
At  the  risk  of  sounding  too  left- 
brained,  I  will  list  just  a  few: 

•  There  really  is  such  a  thing  as 
gray  matter.  Right  brain  cells  are 
white,  left  are  indeed  gray. 

•  The  amount  of  wrinkling  on  the 
outer  layer  of  the  brain  is  a  visible 
indication  of  intelligence. 

•  The  reason  that  there  are  fewer 
left-handed  people  (only  15%)  could 
be  because  of  man's  need  to  protect 
his  heart  with  his  left  hand  while 
fighting.  The  brain  is  thus  physically 
subject  to  change  for  social  reasons. 

•  The  average  human  brain  weighs 
about  3.5  pounds  (60  ounces  for  men, 
55  for  women),  but  size  is  not  impor- 
tant. Einstein's  brain  was  of  average 
size  and  Cro-Magnon  man's  15%  larg- 
er than  that  of  humans  today. 

Finally,  a  tidbit  for  drinkers:  Alco- 
hol seems  to  attack  the  right  brain 
with  more  force  than  the  left,  and  it 
gets  drunk  first.  This  normally  mute 
hemisphere  then  intrudes  upon  the 
left's  speech  patterns.  Note:  It  was 
once  thought  damage  done  to  the 
brain  by  alcohol  was  irreversible,  but 
brain  scans  of  recovered  alcoholics 
show  regeneration  of  some  brain  cells 
within  three  weeks  of  abstinence. 

Will  Whole-Brain  Thinking  make  you 
a  better  manager?  It's  possible,  if  only 
because  it  offers  solid  tips  about  prob- 
lem solving,  brainstorming,  commu- 
nications and  the  like.  In  other  words, 
it  does  what  the  best  books  of  any 
category  do — it  makes  you  think.  But 
it  also  promises  to  give  you  more 
brainpower  to  do  it  with. — W.G.F. 
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In  the  Northeast, 
one  airline 
overshadows  all 
the  others. 


NORTHEAST  GEOGRAPHIC  AREA  AS  DEFINED  BY 
THE  U.S.  BUREAU  OF  CENSUS. 


Nobody  serves  more  cities  in 
the  Northeast  than  USAir.  USAir 
serves  21  airports  in  the 
Northeast-30%  more  than  any 
other  airline. 

Nobody  gives  you  more 
departures  in  the  Northeast.  In  fact, 
USAir  gives  you  80%  more 
domestic  departures  in  the 
Northeast  than  any  other  airline. 

Because  we  serve  so  many 
cities  in  the  Northeast  with  so  many 
nonstop  and  direct  flights,  we  often 
give  you  same-day,  out-and-back 
service.  If  your  schedule  is  more 
flexible,  we  often  offer  you  a 
selection  of  flights  throughout 
the  day. 

WHYISUSAIR'S 
NORTHEAST  NETWORK 
SO  STRONG? 

Because  we  grew  up  here-and 
our  30-plus  years  of  growth  helped 


us  build  a  system  of  cities  and 
schedules  in  the  Northeast  that  no 
other  airline  can  match.  Today,  our 
system  stretches  as  far  West  as 
Colorado,  Arizona  and  California 
and  as  far  South  as  Texas,  Florida 
and  Louisiana.  In  all,  we  serve  more 
than  90  cities  in  the  U.S.  and 
Canada. 

USAIR'S  PITTSBURGH  HUB- 
CONNECTIONS 
WHEN  YOU  NEED  THEM. 

Pittsburgh  is  the  heart  of  the 
USAir  network.  It's  your  most 
convenient  connection  to  dozens  of 
cities,  including  major  business  and 


vacation  centers.  In  fact,  USAir  and 
our  associated  Allegheny 
Commuters  can  fly  you  to  cities 
that  other  airlines  don't 
even  serve. 

We  give  you  the  convenient 
schedules,  quality  service,  and 
money-saving  fares  you  expect 
when  you  fly  one  of  the  world's 
most  successful  airlines. 

For  information  or  reservations, 
contact  your  travel  agent,  corporate 
travel  arranger,  or  call  USAir. 

Fly  the  airline  that 
overshadows  all  the  others  in  the 
Northeast — USAir. 


c  1983  USAir,  Inc. 
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Edited  by  Stephen  Kindel 


Remember  the  Doppler  effect?  The  Nation- 
al Weather  Services  new  billion-dollar 
forecasting  system  will  team  it  with  power- 
ful computers  to  give  the  most  precise 
weather  pictures  ever. 


The  eyes 
of  Nexrad 


By  Robert  Teitelman 


WHEN  MATHEMATICIAN  John 
von  Neumann  wasn't  busy 
working  on  atomic  weapons 
during  World  War  II,  he  used  to  think 
about  the  weather — if  not  actually  do- 
ing something  about  it,  then  getting 
better  forecasts  of  it.  Von  Neumann 
believed  that  if  two  of  the  great  tech- 
nologies of  World  War  II,  radar  and  the 
computer,  could  be  harnessed  togeth- 
er, they  could  provide  nationwide 
weather  information  of  unprecedent- 
ed accuracy. 

His  ideas  bore  fruit:  By  1959,  two 
years  after  von  Neumann  died,  the 
federal  government  had  begun  install- 
ing a  nationwide  radar  network  that 
seemed  to  be  the  answer  to  any 
weatherman's  dreams.  The  network 
used  radar  data  from  52  stations  cov- 
ering the  U.S.  from  the  Rocky  Moun- 
tains to  the  East  Coast  (the  West 
Coast  used  a  slightly  different  Federal 
Aviation  Administration  radar),  all 
supplied  to  a  central  computer  in 
Suitland,  Md. 

But  that  was  all  25  years  ago.  While 
the  original  computers  have  been  re- 
placed several  times,  the  radar  is  still 
the  same  old  WSR-57,  or  Weather  Sys- 
tem Radar  1957,  now  a  technological 
dinosaur.  WSR-57  is  expensive  and 
difficult  to  maintain  (it  still  uses 
vacuum  tubes)  and  too  slow  and  im- 
precise to  give  necessary  advance 
warning  of  major  weather  distur- 
bances like  blizzards,  thunderstorms, 
hail,  tornadoes,  hurricanes  and  floods. 
Each  year  these  killer  storms  take  an 


average  618  lives  and  cost  some  $9 
billion  in  property  damage,  according 
to  the  National  Climate  Data  Control 
in  Asheville,  N.C.  Aviation  alone  suf- 
fers weather- related  losses  of  $1  bil- 
lion a  year,  in  lives  lost  (for  the  NWS, 
each  lost  life  is  worth  $620,000)  and 
damage  to  airplanes. 

Nine  billion  dollars  in  losses  seems 
a  pretty  good  reason  to  spend  $1  bil- 


lion, which  is  about  what  it  will  cost 
over  the  next  five  years  to  install  the 
National  Weather  Service's  Nexrad, 
or  next  generation  weather  radar. 
NWS  officials  believe  it  could  save 
the  country  between  $90  million  and 
$360  million  a  year.  "It  would  pay  for 
itself  in  a  few  years,"  says  Anthony 
Durham,  director  of  the  Nexrad  pro- 
gram office.  "While  no  one  can  expect 
such  a  system  to  eliminate  [all]  eco- 
nomic losses  inflicted  by  the  weath- 
er," he  says,  Nexrad  "could  reduce 
loss  of  life,  protect  movable  property 
like  livestock  or  airplanes  and  limit 
the  number  of  people  who  have  to  be 
evacuated.  And  that  would  mitigate 
the  notion  that  weathermen  'cry  wolf 
in  emergencies." 

The  heart  of  Nexrad — or  more  cor- 
rectly, the  eyes — is  Doppler  radar, 
first  developed  for  military  use  in 
World  War  II  but  only  made  practical 
by  computer  power  in  the  1970s.  The 
old  WSR-57  system  is  a  simple  reflec- 
tive radar.  It  uses  radio  waves  reflect- 
ed off  objects  in  the  atmosphere,  usu- 
ally raindrops.  This  makes  a  rough 
outline  of  a  weather  system,  a  sort  of 
meteorological  photograph  of  its  size 
and  density. 

Doppler  radar  is  vastly  more  sophis- 
ticated, although  it's  based  on  a  prin- 
ciple known  to  every  high  school 
physics  student:  that  sound  and  light 
waves  increase  in  frequency  as  their 
source  approaches  an  observer  and 
then  decrease  as  it  recedes.  That's 
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Cry  wolf  no  more 
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A  computer  system  being  developed 
by  Sperry  transforms  weather  radar 
data  into  easy-to-read  graphics.  The 
screen  on  the  left  shows  raw  weather 
data  from  a  Doppler  radar  in 
Norman,  Okla.  Sperry's  computer 
system  manipulates  that  data  to 
depict  five  severe  storms  brewing 
across  the  state,  as  well  as  displaying 
information  on  wind  speed,  direction, 
and  precipitation  on  the  three  most 
severe  on  the  right.  The  storm  labeled 
2 — a  potential  tornado  accompanied 
by  flash  flood,  hail  and  high  winds — is 
then  highlighted  at  the  county  level 
on  the  third  screen.  Map  and  graphics 
are  color-coded  according  to  wind 
speed  and  storm  severity,  giving  the 
meteorologist  far  more  certainty 
when  he  sets  off  a  weather  alert. 
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Enter  a  new  era 


telecommunications 


An  era  in  which  electronic  switching  systems  route  voice 
and  data  messages  to  their  destinations  in  digital  form.  Allowing 
the  telecommunications  industry  to  serve  a  changing  world 
swiftly  economically  and  more  profitably 

An  era  in  which  businesses  arouna  the  globe  access  the 
most  advanced  information  services;  such  as  high-speed  data 
transmission  and  teleconferencing.  And  people  everywhere 
enjoy  new,  low-cost  forms  of  personalized  communications. 

Enter  the  world's  most  advanced  digital  switching  system. 
The  Western  Electric  *  5ESS IM  switch  from  AT&T 

Like  no  other  switch  on  the  market,  the  5ESS  system, 
designed  by  AT&T  Bell  Laboratories,  incorporates  the  leading 
edge  in  microelectronics,  software  and  lightwave  technology 

Microprocessor  intelligence,  distributed  throughout  the 
5ESS  switch,  makes  it  flexiole  enough  to  handle  the  switching 
needs  of  the  tiniest  hamlet  up  to  the  largest  metropolis.  And 
grow  shrink,  adapt  with  ease. 

Modular  software  design  means  a  minimum  of  costly  hard- 
ware changes.  With  the  5ESS  system,  adding  the  latest  electronic 
switching  capabilities  is  as  easy  as  adding  software  modules. 

An  ultra-efficient  lightwave  nervous  system  carries  many 
more  messages  than  conventional  cables  and  is  immune  to  elec- 
trical interference.  And  the  5ESS  switch  is  compatible  with  other 
emerging  digital  systems. 

AT&T  Applying  the  technologies  of  microelectronics,  light- 
wave and  software  to  make  the  dream  of  the  Information  Age 
a  reality 


AT&T 


©1984  AT&T  Technologies,  Inc. 
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Clearing  the  runway 

Severe  wind  poses  particular  problems  at  airports.  Sperry's  weather  comput- 
er uses  Doppler  radar  data  to  depict  a  potentially  serious  wind  shear 
condition  developing  to  the  right  of  the  runway.  Such  a  system  may  be 
installed  throughout  the  country  by  the  FAA. 


why  the  pitch  of  a  siren  or  a  train 
whistle  rises  and  then  falls  as  it 
rushes  past  you.  When  teamed  with 
modern  computers,  Doppler  radar  can 
gauge  not  only  the  size  and  intensity 
of  a  storm  but  also  wind  speed,  direc- 
tion and  precipitation. 

Nexrad  will  use  a  computerized  sig- 
nal processor  to  run  raw  data  through 
complex  meteorological  algorithms. 
Those  results  are  then  transformed 
into  easy-to-read  graphics.  Sperry 
Corp.  and  Raytheon  Co.,  the  two  ma- 
jor contenders  for  the  prime  Nexrad 
contract,  to  be  awarded  in  1986,  have 
both  produced  impressive  displays  of 
these  graphics.  Sperry's,  for  example, 
use  bright  colors  to  indicate  air  flow. 
Blues  and  greens  depict  approaching 
winds,  orange  and  red  receding.  The 
computer  automatically  picks  out  se- 
vere storms,  sets  off  alarms  and  dis- 
plays color-coded  explanatory  text  to 
the  right  of  the  pictures.  So,  unlike 
conventional  radar,  there's  less  need 
for  a  trained  radar  operator. 

The  net  benefit  of  all  these  ad- 
vances is  much  earlier  forecasts.  A 
tornado,  for  example,  can  be  detected 
at  its  birth  rather  than  when  it  be- 
comes a  full-fledged  storm.  That 
means  a  considerable  increase  in 
warning  time:  20  minutes  to  reflec- 
tive radar's  2.  Even  on  clear  days, 
Doppler  can  pick  up  wind  currents 
from  the  movements  of  insects,  water 
vapor  or  dust  swirling  in  the  air.  And 
it  can  produce  storm  pictures  down  to 
a  far  smaller  area,  at  countywide  level 
instead  of  the  state  level. 

The  Weather  Service  has  been  ex- 
perimenting with  small,  Doppler  pi- 
lot programs  since  1976  and  has  al- 
rea'dy  had  some  impressive  results. 
On  May  2,  1979  meteorologists  at  the 
National  Severe  Storms  Laboratory  at 
Norman,  Okla.  picked  up  a  tornado  in 
its  early  stages  and  concluded  that  it 
was  heading  for  a  runway  full  of  T-38 
jets  at  nearby  Vance  Air  Force  Base. 
The  Air  Force  had  time  to  roll  the 
planes  into  hangars  before  the  tornado 
bombarded  the  base  with  baseball- 
size  hailstones.  Savings?  Says  Dur- 
ham, "In  the  millions." 

Results  like  that  persuaded  both 
the  Defense  Department  and  the 
FAA  to  help  provide  funding  for  Nex- 
rad. Sperry  and  Raytheon  also  are 
spending  millions  of  their  own  mon- 
ey in  competing  for  the  contract.  The 
winner  could  reap  a  princely  reward. 
For  starters,  the  basic  NWS  plan 


would  blanket  the  U.S.  with  160 
ground  stations,  all  tied  together 
with  communications  lines,  as  well 
as  terminals  for  television  stations, 
private  forecasters,  the  military  and 
government.  Separately,  the  FAA  is 
considering  100  more  Doppler  sys- 
tems at  airports  across  the  country. 
And  there  is  already  considerable  in- 
terest in  other  countries,  such  as 
New  Zealand,  Canada  and  Japan.  In 
short,  the  successful  bidder  could  be 


assured  of  a  20-year  revenue  stream 
beginning  in  1988,  when  the  first  ra- 
dars will  be  installed. 

Even  better,  Nexrad  should  have  a 
nice  aftermarket.  The  NWS  wants  it 
built  so  that  both  hardware  and  soft- 
ware can  be  easily  upgraded  to  keep 
up  with  improved  technology.  That 
means  Nexrad  may  be  around  for  a 
long  time — perhaps  until  someone 
really  figures  out  how  to  do  some- 
thing about  the  weather.  ■ 


Big  Blue  on 

Back  in  the  1960s,  before  the  Jus- 
tice Department  shackled  IBM 
with  13  years  of  antitrust  prosecu- 
tion, competitors  accused  Big  Blue  of 
building  "fighting  machines,"  com- 
puters just  slightly  better  or  slightly 
better  priced  than  the  competition's. 
IBM  didn't  expect  to  make  much 
money  from  these  exercises,  competi- 
tors charged  back  then,  but  rather  to 
intimidate  the  opposition. 

Those  charges  could  well  have  rep- 
resented nothing  more  than  sour 
grapes  on  the  part  of  outwitted  com- 
petitors, but  sour  or  not  some  com- 
petitors are  voicing  the  same  com- 
plaints again. 

Consider,  for  example,  IBM's  tim- 
ing in  the  introduction  of  its  Portable 
Personal  Computer,  a  so-called  trans- 
portable machine.  IBM  announced 
the  machine  the  same  day  Compaq 


the  prowl 

Computer  Corp.  broke  ground  on  a 
50-acre  factory  and  office  complex 
near  its  corporate  headquarters  in 
Houston,  Tex. 

Scarcely  a  week  before,  Compaq 
had  jubilantly  announced  revenues  of 
$111.2  million  for  1983,  its  first  year 
of  operation.  Compaq  claims  that's 
the  most  successful  first  year  for  any 
company  in  U.S.  business  history. 
The  source  of  all  this  success?  A  28- 
pound  transportable  computer  that  is 
compatible  with  IBM's  fabulously 
successful  PC. 

Whether  IBM  is  raining  on  Com- 
paq's parade  doesn't  matter  much. 
IBM's  new  machine  has  specs  close  to 
Compaq's,  and  is  as  compatible  with 
the  PC  at  almost  the  same  price. 

In  spite  of  all  this,  the  transportable 
computer  may  well  be  a  dying  breed. 
True,  it  can  be  carried  around,  but  you 
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can  get  a  hernia  doing  it. 

At  30  or  so  pounds,  transportables 
are  bigger  and  heavier  than  a  bread- 
box  or  a  briefcase.  They  don't  always 
fit  under  an  airline  seat,  and  they 
require  a  setup — unhinging  the  ma- 
chine's keyboard,  opening  a  back 
panel  to  plug  in  to  the  power  source, 
sometimes  opening  another  panel  for 
the  cooling  fan — which  limits  their 
immediate  usefulness. 

"They're  fine  if  you  are  going 
somewhere  for  two  or  three  weeks 
and  need  a  computer,"  says  Stephen 
P.  Cohen,  a  vice  president  at  the 
Stamford,  Conn. -based  Gartner 
Group.  "But  if  you  are  going  just  for 
overnight,  it's  like  lugging  around  an 
extra  suitcase." 

There  is  also  the  problem  of  capac- 
ity: The  Compaq  is  a  16-bit  system 
with  128  K  of  random  access  memory, 
which  makes  it  good  for  many  spread- 
sheet and  accounting  jobs  but  not 
good  enough  for  a  lot  of  engineering 
and  technical  functions.  It  is  thus  a 
limited  piece  of  equipment. 

None  of  that  really  mattered  as  long 
as  there  was  nothing  smaller,  more 
powerful  or  more  rugged.  But  now 
there  is.  The  market  for  true  port- 
ables— those  that  can  fit  into  a  brief- 
case— has  become  so  crowded  that  it's 
segmenting. 

At  the  low  end  are  dedicated  com- 
modity products  such  as  Convergent 
Technologies'  Workslate  or  Tandy's 
TRS-100,  which  can  do  spreadsheets, 
word  processing  and  communications 
on  a  tablet-size  machine  that  fits  on 
your  lap.  While  the  Workslate's  inter- 
nal memory— 16K  of  RAM  plus  an 
additional  64K  actually  programmed 
into  the  machine — might  not  com- 
pare with  that  of  a  Compaq,  the  price 
is  right:  $1,195,  against  Compaq's 
$2,995. 

But  it's  the  high-end  portables  that 
may  change  the  market  most.  A 
Mountain  View,  Calif,  company 
called  Grid  Systems  makes  a  portable, 
the  Compass,  that  fits  into  a  briefcase, 
weighs  about  10  pounds  and  sells  for 
$5,995.  This  machine  isn't  cheap  but 
it  is  certainly  handy. 

Grid  has  sold  a  lot  of  machines  to 
businessmen  and,  in  addition,  the 
Compass  has  wide  application  in  spe- 
cialty markets.  That's  because  of  the 
computing  power  it  contains:  two 
microprocessors,  a  standard  16-bit 
chip  and  a  second  80-bit  floating- 
point arithmetic  chip  that  allows  rap- 


Transportable 
computers  come  in  all 
shapes  and  sizes.  The 
Compaq  ( above ) 
weighs  28  pounds 
and  is  far  bulkier  than 
the  rugged, 
powerful  Grid 
Compass  ( right ), 
which  can  fold  up  and 
fit  into  a  briefcase. 
The  most  compact  of 
all  is  Convergent 
Technologies' 
Workslate  ( below). 


id,  very  precise  number-crunching. 
That  power  appeals  to  General  Mo- 
tors' Buick  division,  which  has  pur- 
chased a  number  of  these  handy  ma- 
chines. Buick  engineers  can  take  the 
Compass  on  test  runs  and  do  sophisti- 
cated analysis  on  a  car's  performance 
without  rushing  back  to  the  office.  It's 
a  real  time  saver. 

"We've  found  that  anywhere  engi- 
neering people  need  to  have  a  comput- 
er at  a  remote  site,  there's  an  interest 
in  the  Compass,"  says  Paul  Johns, 
Grid's  director  of  operations. 

Both  Grid  and  Campbell,  Calif.- 
based  Gavilan  Computer  Corp.,  a  sec- 
ond producer  of  small,  powerful  port- 
ables, have  received  the  U.S.  govern- 
ment's "Tempest"  rating,  an  approval 
for  use  by  the  military.  Both  machines 
are  not  only  powerful  but  very  rugged. 
And  the  Compass'  magnesium  case 
dampens  all  electromagnetic  leakage, 
making  it  perfect  for  military  intelli- 
gence work,  a  market  that,  as  Cohen 
delicately  puts  it,  "is  not  terribly 
price-sensitive." 

How  do  companies  such  as  Compaq 
and  Kaypro  plan  to  deal  with  the 


threat  of  IBM  on  one  side  and  the 
versatility  of  the  portables  on  the  oth- 
er? Well,  Kaypro  has  already  an- 
nounced it  will  market  a  lap-size,  PC- 
compatible  computer  made  by  Mitsui 
of  Japan.  And  knowledgeable  industry 
sources  say  that  Compaq  is  planning 
its  own  lap-size  entry:  a  4-pound  ma- 
chine with  1  megabyte  of  memory 
and  a  plasma  screen. 

If  ever  there  was  a  sign  that  IBM  is 
now  fighting  hard  for  every  inch  of  the 
market,  this  is  it.— R.T. 
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OF  THE  BIG  THREE  IN 
BUSINESS  SOFTWARE  TODAY,  WHO'LL 
BEON  TOP  TOMORROW? 


Obviously,  the  company  that's  on  top 
tomorrow  will  be  the  company  that's  on 
top  of  your  business  problems  today. 
With  the  solutions  that  are  easiest  to 
apply— the  solutions  that  promise  the 
fewest  future  headaches. 

In  other  words,  the  most  integrated 
product  line. 

But  if  you  compare  product  lines,  we 
believe  you'll  discover  that  two  of  the  big 
three  offer  the  mere  appearance  of  inte- 
gration, while  one  offers  the  real  thing. 
Millennium.  A  true  family  of  mainframe 
business  systems  in  which  the  whole 
works  as  smoothly  as  any  part.  In  which 
every  package  has  the  same  query 
mechanism,  the  same  report  writers, 
the  same  screen  generation,  the  same 
on-line  documentation,  security  and 
real-time  capabilities.  Giving  you  more 
efficiency  than  ever  before  from  all 
your  data  processing  resources. 

Of  the  big  three  in  software  today, 
who'll  be  on  top  tomorrow?  When  you 
evaluate  them  from  top  to  bottom, 
you'll  know  who. 

WHEN  YOU  THINK  ABOUT  TOMORROW, 
MILLENNIUM  MAKES  SENSE  TODAY. 

McCormack  &  Dodge 

nn  a  company  of 

MMMM  The  Dun  &  Bradstreet  Corporation 


McCormack  &  Dodge  Corporation,  1225  Worcester  Road,  Natick,  MA  01760 
Sales  and  support  offices  throughout  North  and  South  America,  Europe,  Asia,  Australia  and  Africa.  800-343-0325.  Telex:  710-325-0329 
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Surprise! 

When  Dean  Witter  Reynolds  Inc.  was 
swallowed  by  Sears  in  1981  and  began 
opening  brokerage  outlets  in  Sears 
stores,  Wall  Streeters  watched  with  a 
mixture  of  derision  and  fear.  What 
kind  of  buyer  gets  his  stocks  where  he 
gets  his  socks? 

So  far,  says  Dean  Witter  Chairman 
Robert  (Stretch)  Gardiner,  the  cus- 
tomers at  the  145  Dean  Witter  outlets 


of  his  leading  Sears  outlets  so  far  is  in 
Chicago  Ridge,  a  blue-collar  commu- 
nity southwest  of  Chicago.  "Let  me 
tell  you  the  lesson,"  he  says.  "Blue- 
collar  families  with  two  workers  have 
significant  incomes."  To  drive  home 
the  point,  Gardiner  likes  to  tell  the 
story  of  a  butcher  who  bought'  a  unit 
investment  trust  with  "cold  cash — 
cold  because  he  had  been  keeping  it  in 
a  paper  bag  in  the  freezer." 

Fully  60%  of  the  customers  open- 
ing Dean  Witter  accounts  at  Sears 
have  never  had  brokerage  accounts 
before.  Compared  with  traditional 
customers,  they  are  less  likely  to  buy 
an  individual  stock,  more  likely  to 
buy  a  "packaged  product"  such  as  a 
unit  trust,  mutual  fund  or  shares  in  a 
real  estate  syndication. 

Gardiner  won't  talk  profitability 
numbers  yet.  But  he  states  that  "some 


Dean  Witter  Chairman  Robert  (Stretch)  Gardiner 

"You  would  think  I  had  something  stronger  than  tea  in  that  cup. 


in  Sears  stores  are  remarkably  similar 
to  tho.' at  Dean  Witter's  340  broker- 
age oftices.  Average  household  in- 
come at  both  is  around  $35,000. 

Was  Gardiner  surprised?  A  smile 
lights  the  face  of  the  61 -year-old  for- 
mer Princeton  University  basketball 
center.  "Yes,"  he  says.  "We  have  been 
pleasantly  surprised."  But  surely,  a 
visitor  suggests,  most  of  the  business 
must  be  coming  from  Sears  stores  in 
relatively  affluent  communities. 
Wrong  again.  Gardiner  finds  that  one 


ot  the  financial  centers  and  some  of 
the  metro  centers  [supporting  central 
offices  serving  3  to  8  Sears  outlets 
each]  are  profitable.  We  are  sufficient- 
ly encouraged  by  what  has  happened 
so  far  that  we  plan  to  open  another 
150  financial  centers  this  year." 

By  the  end  of  1984  Dean  Witter  will 
have  close  to  7,700  account  execu- 
tives, which  should  propel  it  past  E.F. 
Hutton  to  the  number  two  spot  (be- 
hind Merrill  Lynch,  which  already 
has  10,100)  in  numbers  of  registered 


reps.  Gardiner  is  talking  about  1 1,000 
reps  by  1988.  As  Allstate  does,  Dean 
Witter  will  start  many  of  its  young 
people  in  Sears  stores,  then  move 
them  out  when  they  have  acquired 
some  experience  and  a  book  of  busi- 
ness. "We  intend,"  says  Gardiner  as 
he  sips  a  cup  of  tea,  "to  be  distinctly 
the  second-largest  competitor.  I 
might  say  the  largest,  but  you  would 
think  I  had  put  something  stronger 
than  tea  in  that  cup." — J.R.D. 


Burned 

"Outside  of  my  office  I  have  an  8-foot- 
high  symphonic  gong,"  says  Jon  Pei- 
singer,  president  of  Vestron  Video. 
"We  ring  it  to  marshal  the  troops  ev- 
ery time  there's  good  news.  The  loud- 
est gong  we've  ever  had  was  the  day 
Michael  Jackson  signed  with  us." 

Small  wonder.  Late  last  year  Pei- 
singer's  company,  the  largest  inde- 
pendent home  video  distributor  in  the 
country,  won  a  contract  to  market  a 
documentary  created  by  Jackson 
called  Making  Michael Jackson  s  Tljriller. 
The  hour-long  videocassette  features 
the  elaborate  14-minute  music  televi- 
sion segment  Jackson  made  to  pro- 
mote his  latest  album.  The  album, 
Thriller,  has  dominated  pop  music 
charts  since  Epic  Records,  a  CBS  sub- 
sidiary, released  it  in  December  1982. 
It  accounted  for  seven  of  the  eight 
Grammy  awards  Jackson  won  last 
month.  Sales  passed  26  million  copies 
recently,  placing  Thriller  neck  and 
neck  with  Saturday  Night  Fever,  the 
biggest-selling  album  ever. 

The  documentary  is  also  in  fast 
company.  Since  December,  Vestron 
has  shipped  250,000  copies  (25,000  is 
considered  good),  bringing  in  $7.5 
million  at  retail.  Making  is  the  current 
top-selling  videocassette  on  the  mar- 
ket. Peisinger  says  it  is  second  in  all- 
time  unit  sales  only  to  Raiders  of  the 
Lost  Ark  (500,000  units). 

But  wait  a  minute.  CBS  produced 
Jackson's  album  and  owns  half  of  a 
video  distributor,  CBS/Fox  Video.  So 
how  come  it  didn't  get  the  distribu- 
tion deal?  Here's  what  happened. 

Jackson  conceived  an  extravaganza 
four  times  the  standard  length  for  pro- 
motional videos.  CBS  said  fine,  but  it 
didn't  want  to  foot  the  bill.  So  CBS 
put  a  little  money  into  the  million- 
dollar  project,  but  Jackson  shelled  out 
most  of  it.  Now  he  owns  the  whole 
thing  himself. 

When  Jackson  went  looking  for  a 
distributor,  CBS/Fox  was  only  one  of 
many  suitors.  Vestron  came  in  with 
the  highest  bid  and,  more  important,  a 
plan  to  push  the  cassette  outside  the 
traditional  home  video  rental  market. 
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Some  readers  expect  their  magazine 
o  clothe  them  in  opinions  the  way 
ialston  or  Bloomingdale's  dresses  them 
or  the  opera. 

The  new  Harper's  is  looking  for  readers 
vholly  capable  of  dressing  themselves. 


The  new  Harper's  magazine  asks  you  to  do 
something  that  isn't  terribly  fashionable  these 
days:  think  for  yourself. 

The  Harper's  Index,  for  example,  presents 
a  not-so-random  collection  of  statistics  both 
current  and  relevant — the  number  of  wars 
waged  in  1983  (41),  the  percentage  of 
mericans  who  believe  that  heaven  exists  (77),  the  number  of  movie  theaters  in  the 
nited  States  (16,901)  as  opposed  to  the  number  of  movie  theaters  in  the  Soviet  Union 
44, 100).  Read  as  a  sequence  the  Index  provides  a  kind  of  sounding  of  the  spirit  of  the 
mes.  For  those  willing  to  listen. 

Each  issue  also  contains  writing  from  people  as  various  in  their  perceptions  as 
aniel  Patrick  Moynihan,  Kurt  Vonnegut,  Leo  Steinberg  and  Tom  Stoppard.  As  well 
readings  from  publications  as  miscellaneous  as  Pravda,  The  Bulletin  of  Atomic 
:ientists.  Variety  and  Le  Monde.  We  do  this  to  give  you  an  indication  of  what's  being 
id  and  done  in  places  you  don't  have  access  to.  What  you  do  with  it  is  up  to  you. 

The  new  Harper's  Fonim  provides  a  genuine  national  debate.  Every  month  we'll 
ivite  both  written  and  oral  correspondence  from  famous  and  not-so-famous  people  on 
i  important  topical  subject,  such  as  the  schools,  men  and  women,  or  disarmament. 
3u  may  find  some  of  the  points  of  view  debat- 
)le,  but  that's  exactly  what  we  had  in  mind. 

If  you're  the  kind  of  reader  who  prefers  to 
»rt  things  out  for  yourself,  we  suggest  you  mail 
Le  attached  order  card  or  the  coupon  at  right 
id  subscribe  to  the  new  Harper's  for  the  next 
/elve  months,  at  our  special  half-price  rate. 

We  won't  clothe  you  in  opinions.  We'll 
.st  provide  you  with  a  better  fabric  to  fashion 


)ur  own. 


Yes,  start  my  year's  subscription  to  Harper's 

(12  monthly  issues)  for  only  $12.  That's  a  saving  of 

50%  off  the  single  copy  price. 

I  understand  that  if  the  new  Harper's  disappoints  me 
in  any  way,  I  may  cancel  and  receive  an 
unquestioned  refund  on  all  unserved  copies. 


Address  and  apt.  no. 


City,  state  and  zip. 

O  Payment  enclosed        □  Bill  me  later 

Please  allow  6-8  weeks  for  delivery  of  your  first  issue. 

Harper's  Subscription  Dept.  P.O.  Box  2620  Boulder.  CO.  80321 

6D34 


Vestron  Video  /'resident  Jon  Peisinger 

Ringing  the  gong  for  one  that  got  away  from  CBS. 


Of  sales,  60%  have  come  from  record 
stores  and  mass  marketers  like  K 
mart  and  J.C.  Penney,  which  don't 
usually  stock  videocassettes.  To  en- 
courage sales  rather  than  rentals, 
Peisinger  priced  Making  at  $29.95,  a 
big  drop  from  the  standard  $79.95. 
"We'd  contacted  Jackson's  people  ev- 
ery month  for  the  last  year,"  says 
Peisinger.  "By  the  time  Jackson  was 
ready  to  talk,  we  felt  as  though  we'd 
been  handpicked." 

Once  more,  victory  goes  to  the 
hungry.  Says  Peisinger,  "Our  gong's 
been  getting  a  pretty  good  workout 
lately." — Jane  Sasseen 


The  25%  solution 

Here's  unusual  bluntness.  Ask  Fred 
Richardson,  president  of  $1.4  billion 
(revenues)  Hartford  Life  Insurance 
Co.,  whether  his  company  is  as  good 
as  its  subsidiary  Abbey  Life,  the  firm 
he  used  to  run  in  Britain.  Richardson 
will  say  no. 

Sure,  Hartford  Life  contributed  $83 
million  last  year  to  parent  ITT's 
bottom  line,  offsetting  indifferent  re- 
sults at  its  sister  company,  Hartford 
Fire  Insurance  Co.  But  some  $50 
million  of  that  came  from  Europe, 
much  of  it  from  Abbey,  which  has 
been  a  pioneer  in  equity-linked  life 
insurance. 

Now  Richardson  seems  determined 
to  remake  Hartford  Life  in  the  image 
of  Abbey,  building  on  Hartford's  suc- 
cessful universal  life  policy,  marketed 
under  the  name  of  "The  Solution." 
Universal  life  policies  marketed  in 
the  U.S.  to  date  divide  policyholders' 
payments  into  three  parts.  One  is  a 


company  fee.  The  second  pays  for 
death  protection.  The  third  goes 
toward  savings  and  resembles  a  mon- 
ey market  fund.  What  Richardson 
wants  to  do  is  replace  the  money  fund 
with  something  much  like  an  equity 
mutual  fund.  He  predicts  that  Hart- 
ford and  at  least  a  few  dozen  of  its 
competitors  will  be  on  the  market 
with  the  new  product  (which  is  usual- 
ly called  variable  universal  life)  with- 
in a  year. 

But  who  will  market  it?  Richardson 
needs  brokers,  since  equity-linked 
products  can  be  sold  only  by  someone 
registered  with  the  National  Associ- 
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ation  of  Securities  Dealers.  Besides, 
he  says,  "Life  insurance  salesmen  are 
not  used  to  products  whose  value  can 
go  down  as  well  as  up."  And  brokers 
are  used  to  slim  commissions  and 
high  volume. 

Richardson  could  have  gone  and 
bought  a  big  brokerage  house  the 
way  Sears,  Roebuck  bought  Dean 
Witter  and  Prudential  bought  Bache. 
That,  he  says,  is  what  ITT  headquar- 
ters expected  him  to  do.  (He  hints 
Paine  Webber  might  have  been  the 
target.)  But  Richardson  thinks  he  has 
found  a  better  way — acquiring  mi- 
nority interests  in  two  regional 
brokers  and  one  small  national  one. 
For  a  total  of  $112  million,  he 
bought  25%  of  Wheat,  First  Securi- 
ties in  Virginia;  25%  of  Piper  Jaffray 
in  Minnesota;  and  23%  of  Thomson 
McKinnon  in  New  York. 

"We're  not  terribly  anxious  to  own  a 
business  with  such  wildly  fluctuating 
earnings, "  he  says.  The  part-ownership 
arrangement  allows  Hartford  to  nego- 
tiate exclusive  marketing  agreements 
on  some  products  with  the  brokers,  but 
otherwise  leaves  the  brokers  in  control 
of  their  own  destinies.  "We're  bureau- 
crats," says  Richardson.  "They  are 
entrepreneurs." — J.R.D. 
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Uchael  Not  wk,  resident  scholar  at  the  Ame 
lore  bread,  more  liberty. 


rican  Enterprise  Institute 


Seeing  the  light 

.eligious  leaders  habitually  underrate 
apitalism,  says  Michael  Novak,  resi- 
ent  scholar  in  religion  and  public 
olicy  at  the  American  Enterprise  In- 
titute.  Novak  recalls  speaking  at  an 
piscopal  church  where  a  poster  on 
ie  wall  attributed  world  hunger  to 
le  evils  of  multinational  corpora- 
ions.  That  was  no  isolated  case,  he 
ays.  A  group  of  Canadian  Roman 
Catholic  bishops  recently  decried  the 
lfluences  of  capitalism  in  Canada. 
Jid  remember  the  flaming  rhetoric  of 
eligious  critics  of  companies  selling 
aby  formula  in  the  Third  World? 
Tiey  never  seemed  to  consider  that 
:ie  companies  might  have  any  merit 
n  their  side  of  the  argument. 
Novak,  50,  a  Roman  Catholic,  had 
tudied  for  the  priesthood  as  a  youth 
ut  was  never  ordained.  He  leaned 
Dward  Michael  Harrington-style 
democratic  socialism"  for  a  time  and 
aught  at  Harvard,  Stanford  and  Syra- 
use  universities. 

The  trouble  with  the  conventional 
idictment  of  capitalism,  Novak  says 
ow,  is  that  it  is  false.  Capitalism, 
emocracy  and  compassion  for  the 
oor,  he  argues,  have  in  fact  gone 
and  in  hand.  All  three  of  those  traits 
ave  evolved  mainly  in  countries 
nth.  a  Jewish  or  Christian  heritage, 
nough  the  Confucianism  of  Japanese 
ociety  also  provides  fertile  ground, 
Jovak  says. 

Of  the  globe's  160  nations,  perhaps 
0  to  30  offer  substantial  protection  of 
uman  rights,  says  Novak.  By  no  co- 
lcidence,  "They  all  have  capitalist 
conomies,  with  private  property,  rel- 


atively free  markets,  differential  in- 
centives and  a  strong  emphasis  on 
growth." 

Compassion  for  the  poor?  "Almost 
all  of  the  democratic  capitalist  states 
have  remarkable  social  programs," 
says  Novak.  "It's  a  question  of  what 
really  does  help  the  poor.  Will  the 
institutions  of  democratic  capitalism 
actually  bring  them  more  bread  and 
liberty  than  socialism  or  [other]  alter- 
natives? I  think  so.  The  socialist 
countries  are  all  having  difficulties 
feeding  themselves.  Even  the  [natu- 
rally fertile]  Ukraine  is  a  drain  on 


world  food  resources." 

As  for  the  charge  that  capitalist  so- 
cieties suffer  from  a  lack  of  spiritual- 
ity, Novak  says  that  the  contrary  to 
that  stereotype  is  true.  Americans,  he 
says,  are  among  the  most  religious 
people  in  the  world,  as  measured,  for 
example,  by  church  attendance.  Ob- 
serves Novak:  "More  people  in  the 
U.S.  go  to  church  on  Sundays  than 
watch  football,  let  alone  go  to  football 
games."— J.R.D. 

Many,  many  sons 

While  personal  computer  makers 
struggle  for  tenths  of  percents  of  mar- 
ket share,  Epson  America,  Inc.  is 
building  on  its  enviable  25%,  $200 
million  piece  of  the  personal  comput- 
er printer  market  (excluding  original 
equipment  manufacturers). 

Score  one  more  for  the  Japanese. 
Epson  is  owned  by  three  Japanese 
companies:  Suwa  Seiko  Sha  Co.  Ltd., 
Sunritz  Ltd.  and  Epson  Corp.  Its  popu- 
lar printer  was  derived  from  an  elec- 
tronic model  used  to  produce  print- 
outs from  timers  at  the  1964  Olym- 
pics. An  early  model  was  called  the 
EPT01.  The  spinoffs  were  the  EP's 
technological  children,  hence  the 
name  "EP-sons." 

"Now  we  have  many,  many  sons," 
says  Yasuhiro  Tsubota,  a  46-year-old 
Tokyo  native  and  president  of  Epson 
America,  which  he  founded  in  1974. 
The  latest  offspring  is  a  new  printer, 
the  LQ-1500,  with  a  24-pin-dot  ma- 
trix printing  mechanism  that  Tsubota 
says  is  far  ahead  of  the  current  9-pin 


Yasuhiro  Tsubota,  /resident  of  Epson  America 
It  started  at  the  1964  Olympics. 
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Comex  President  Alan  J.  Brody 

Next,  silver  futures  and  a  link  to  Australia? 
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standard  in  print  quality  and  speed. 
The  price?  Close  to  $1,500. 

Epson's  success  in  printers 
stemmed  from  a  mixture  of  technolo- 
gy and  timing.  It  hit  the  market  with 
an  $800  dot  matrix  printer  in  1980, 
when  personal  computers  were  taking 
off.  At  the  time,  competing  printers 
were  mainly  electromagnetic,  and 
priced  at  $3,000  and  up.  "It  created  a 
fire  storm  because  it  was  compatible 
with  all  the  computers  on  the  market 
and  priced  right,"  says  Tsubota. 

Now  he  wishes  he  could  achieve 
something  like  the  same  success  in 
personal  computers  themselves.  The 
company  launched  an  $800  notebook- 
size  computer,  the  HX20,  in  late  1982. 
This  was  quickly  followed  by  the 
$3,000  (not  including  printer)  desktop 
QX10,  which  Tsubota  describes  as  an 
"anybody-can-use-it"  machine.  The 
QX10  was  criticized  in  reviews  and  by 
early  buyers  as  slow  and  full  of  bugs. 
Lately  those  problems  seem  to  have 
been  licked.  With  the  aid  of  a  $15 
million  ad  campaign,  Tsubota  says, 
Epson  has  captured  about  2%  of  the 
personal  computer  market  in  the 
U.S.,  still  a  trifle  compared  with  its 
success  in  printers. — Patrick  Flanagan 


Never  a  trade 

If  you  didn't  check  to  see  which  office 
he  came  out  of,  you  might  mistake 
Alan  J.  Brody  for  a  runner  who  recent- 
ly left  the  floor  of  the  Commodity 
Exchange,  Inc.  (Comex).  In  fact,  at  31, 
he  is  the  president  of  the  exchange, 
the  youngest  person  ever  named  to 
head  a  U.S.  futures  exchange.  What's 
more,  Brody  has  never  traded  a  futures 
contract  in  his  life. 

That  is  not  quite  as  strange  as  it 
seems.  Brody  is  an  attorney  who  be- 
gan his  law  career  in  1977  working  for 
Baer  Marks  &  Upham,  the  Manhattan 
law  firm  that  handled  some  of  Co- 
mex' legal  business.  Since  he  became 
an  officer  of  the  exchange — vice  presi- 
dent and  chief  legal  officer  in  1980 
and  president  in  1981 — he  has  been 
forbidden  by  law  to  trade. 

But  he  doesn't  lack  for  excitement. 
In  October  1982  the  Comex  intro- 
duced a  new  trading  vehicle,  options 
on  gold  futures.  By  any  measure  the 
options  have  been  a  success,  now 
averaging  more  than  4,000  contracts  a 


day.  Has  the  introduction  of  the  op- 
tions merely  served  to  draw  traders 
away  from  the  gold  futures  pit?  Brody 
thinks  not.  "We  believe,"  he  says, 
"that  we  are  reaching  a  new  market. 
People  who  wish  to  speculate  on  the 
future  price  of  gold  with  a  strictly 
limited  risk  are  purchasing  gold  calls 
and  puts.  We  believe  that  the  sellers 
of  the  options  are  mostly  coming  from 
floor  traders  and  bullion  firms  who 
wish  to  earn  a  little  income  on  their 
warehouse  contents." 

Another  recent  introduction,  alu- 
minum futures,  has  also  done  well. 
Meanwhile,  trading  in  several  tradi- 
tional contracts,  including  silver  and 
copper,  set  volume  records  last  year. 

What  next?  Brody  wants  to  get  ap- 
proval for  options  on  silver  futures 
and  is  looking  into  a  possible  diamond 
contract.  He  is  also  working  on  an 
agreement  to  link  the  Comex  with 
the  Sydney  Futures  Exchange  to  add 
another  five  hours  to  the  gold  trading 
day.  And  he's  starting  to  think  about 
new  space  for  the  Comex,  which  is 
rapidly  outgrowing  its  space  in  the 
World  Trade  Center  in  New  York 
City.  "Of  the  four  exchanges  trading 
here,"  says  Brody,  "we  do  75%  of  the 
business,  but  we  have  only  25%  of  the 
space." — Stanley  W.  Angrist 


Preemptive  strike 

An  executive  who  hears  that  the  SEC 
is  about  to  file  a  complaint  against 
him  won't  usually  call  in  the  report- 
ers. But  that  is  just  what  Richard  L. 
Burns  did  last  month. 

Burns  at  present  is  chairman  of  San 
Diego-based  Deposition  Technology 


Inc.,  a  small,  private  processor  of  heat- 
sensitive  metals.  But  until  June  1982 
he  was  chairman  of  Nucorp  Energy 
Inc.,  the  $415  million  (sales)  oilfield 
services  company  that  filed  for  bank- 
ruptcy protection  in  July  1982.  The 
SEC  charges  that  Burns  manipulated 
Nucorp  share  prices  by  pressuring 
employees  to  buy  the  shares  during  an 
offering  and  that  he  was  involved  in 
cooking  the  books.  Nucorp  Supply 
Inc.,  the  oilfield  equipment  subsid- 
iary, was  guilty  of  "prebilling,"  the 
SEC  alleges.  When  an  order  was  made, 
it  was  improperly  accounted  for  as  a 
sale.  For  the  six  months  ended  June 


Nucorp  ex-Chairman  Richard  L.  Burns 
Will  the  maneuver  help? 
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Todays  Chevrole 


Is  your  company 
on  board  our  newest 
space  vehicle? 

Chevrolet  has  just  launched  a  space  vehicle  unlike  any  you've  ever 
;een  before. 

Our  all-new  Celebrity  Wagon. 

Ten  cubic  feet  more  total  room  than  Chrysler  K-Wagons. 

Six-  and  eight-passenger  models.  Standard  electronically  fuel- 
njected  engine.  39  Est.  Hwy,  HI  EPA  Est.  MPG*  Front-drive 
:echnology. 

A  Chevrolet  advance  in  automotive  insight  so  obviously  right 
br  business,  over  8,000  Celebrity  Wagons  have  already  been 
ordered  by  fleets.  Many  of  them  on  its  specifications  alone. 

So  while  we're  busy  filling  the  first  bank  of  orders,  you 
night  make  sure  your  fleet's  in  line  for  the  next  flight. 

As  is  true  with  any  product  that  advances  the  state  of  the 
art,  if  your  company's  not  in  on  the  ground  floor,  it's  easy  to  get 
eft  behind. 

CHEVROLET  FLEET  SALES 


Use  estimated  MPG  for  comparisons.  Your  mileage  may  differ  depending  on  speed, 
distance,  weather  Actual  highway  mileage  lower  Some  Chevrolets  are  equipped  with 
engines  produced  by  other  GM  divisions,  subsidiaries,  or  affiliated  companies  worldwide. 
See  your  dealer  for  details. 


OFFICIAL 
CARS  AND 
OF  THE  XIV 
OLYMPIC  WINTER 
GAMES 


Sarajevo  '84 


C  H  E  V 


E  T 

taking  charge 


Faces 

Behind  the  Figures 


30,  1981,  the  SEC  claims  revenues 
were  overstated  by  about  $16  million. 

But  before  the  SEC  announced  the 
charges,  Burns  called  a  press  confer- 
ence in  an  attempt  to  steal  the  agen- 
cy's publicity  thunder.  "When  the 
SEC  files  suit,  it  will  be  old  news," 
the  48-year-old  Burns  said  at  the  time. 


He  denies  all  of  the  charges  against 
him  and  says  he  has  refused  the  SEC's 
request  to  sign  a  consent  decree.  (Nu- 
corp's  former  chief  financial  officer, 
David  Watt,  has  agreed  to  sign.) 
Burns'  conference  was  covered  by  the 
Wall  Street  Journal,  Los  Angeles  Times 
and  San  Diego  Union,  and  seems  to 
have  attracted  more  ink  than  the  SEC 
announcement,  which  came  the  fol- 
lowing day. 

Whether  Burns'  maneuver  will 
have  helped  is  another  question. 
Sniffs  SEC  staff  attorney  Mitchell  Al- 
bert, "It  is  not  our  intent  to  see  who 
gets  bigger  stories.  We  are  seeking  our 
relief  in  court." — Barbara  Rudolph 


Spaced  out 


Burt  Rubin's  head  is  still  in  the 
clouds.  Four  years  ago  he  pocketed 
$3.1  million  for  his  share  in  e-z  wider, 
a  company  that  specializes  in  ciga- 
rette rolling  papers  for  the  pot-smok- 
ing set  (Forbes,  Feb.  6,  1978).  Now  he 
has  come  up  with  a  new  gimmick:  a 
sleek  22-ounce  telescope  dubbed  the 
Halleyscope. 

Why  Halleyscope?  Because  Halley's 
comet  will  whiz  by  in  December  1985 
and  in  early  spring  of  1986.  Rubin  has 
newspaper  clippings  proving  that  tele- 
scope sales  boomed  when  the  comet 
last  appeared,  in  1910.  The  37-year- 
old  entrepreneur  is  so  confident  that 
history  will  repeat  itself  that  he  has 
already  pumped  $800,000  into  his 
new  company,  Halley  Optical  Corp. 

Rubin  is  also  searching  the  heavens 


for  private  investors  willing  to  ante  up 
an  additional  $4.5  million.  "From  the 
indications  people  have  given  us,  I 
don't  have  enough  money,"  he  con- 
fesses in  his  spare  New  York  office. 
Nonetheless,  the  first  of  10,000  Hal- 
leyscope units  ordered  from  a  factory 
in  Chichibu,  Japan  is  due  to  arrive  by 
the  end  of  April.  Rubin  is  paying  a 
landed  price  of  $55  per  unit  and  ex- 
pects to  sell  them  to  retailers  for 
around  $1 10. They  in  turn  will  sell  the 
scopes  for  up  to  the  $230  list  price. 

Rubin's  telescope  has  a  couple  of 
razzle-dazzle  features.  It  converts 
into  a  telephoto  lens,  a  plus  since 
most  telescopes  are  sold  in  camera 
stores.  And  it  can  be  used  either  in 
a  straight  mode,  like  a  pair  of  bin- 
oculars, or  in  an  astronomical  mode 


Halley  's  comet  in  1910 
Telescope  sales  boomed. 

at  an  inverted  angle. 

Traditionally,  comets  are  consid- 
ered nasty  omens.  The  Saxons,  for 
example,  reportedly  blamed  their  de-  j 
feat  at  the  hands  of  William  the  Con- 
queror on  the  sudden  appearance  of 
Halley's  comet  in  1066.  Rubin  may 
not  be  immune.  Although  he  talks  a 
good  game,  he  has  yet  to  consummate 
his  first  sale.  But  the  man  clearly  has  a 
strong  nose  for  fads.  "When  the  comet 
comes  back,"  Rubin  insists,  "you're 
going  to  see  a  phenomenon:  comet 
mania." — Jeffrey  A.  Trachtenberg 


Burt  Rubin,  founder  of  Halley  Optical  Corp. 

From  the  man  who  brought  you  e-z  wider  cigarette  rolling  papers. 
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MORRISON-KNUDSEN  COMPANY,  INC. 

Boise,  Idaho  83729 
Engineers.  Builders.  Developers  Managers  Equal  Opportunity  Employers. 


***** 


*t 


Robert  Q, 
>i/r  01/  f/e/c/'s 
ready. 


Three  months  ahead  of  schedule! 

Morrison-Knudsen  people  have 
tackled  some  pretty  rugged  projects  in 
the  giant  engineering  and  construction 
company's  70-year  history,  but  few  were 
more  unforgiving  than  ARCO's  Kuparuk 
River,  Alaska,  oil  field. 

Kuparuk's  in  polar  bear  country, 
250  miles  north  of  the  Arctic  Circle,  27 
miles  west  of  Prudhoe  Bay,  an  expanse 
of  frozen  nothingness  with  a  lot  of  oil 
underneath  it.  Dark,  windy  and  cold 
(chili  factors  of  —  70°  Fare  common). 

There  700  people— from  M-Kand 
ARCO— spent  two  years  and  nearly 
$100  million  building  a  city  of  pre- 
fabricated modules  (some  weighing  in 
at  1, 700  tons  and  rising  six-stories), 
installing  70  miles  of  above-ground  pipe- 
line, and  erecting  a  steel  bridge  across 
a  river  that  had  a  nasty  habit  of 
flooding  every  Spring. 

What's  noteworthy  is  that  they 
managed  to  do  all  this  in  three  months 
less  time  than  they  planned.  When 
you  consider  that  ARCO  will  pump 
about  1 75  barrels  of  crude  from 


Kuparuk  in  the  time  it  takes  you  to 
read  this  ad,  that  three-month  time 
saving  becomes  very  significant. 

How  did  they  manage  it?  The 
project  team  leaders  were  all  old  Alaska 
hands— M-K  has  completed  many 
projects  in  Alaska  and  its  staff  includes 
a  collection  of  people  who  like  working 
in  its  challenging  environment. 

These  people  knew  from  experi- 
ence how  to  maintain  total  control,  and 
how  to  communicate.  Their  computers, 
satellites  and  exquisitely  detailed 
systems  kept  everybody  everywhere 
up-to-date. 

We  at  Morrison-Knudsen  are 
especially  proud  of  what  our  people  and 
their  ARCO  partners  accomplished  at 
Kuparuk.  It  demonstrates  fully  what  we 
offer  our  clients:  on-time,  on-budget 
performance  anywhere. 

If  you  have  a  big,  tough  project  on 
your  drawing  board,  let's  talk  about  it. 
Call  our  CEO,  Bill  McMurren,  at (208) 
386-6700.  M-K  asks  only  one  thing  of  its 
clients:  A  good  shot  at  a  fair  profit. 


Kelly  introduces 
Planned  Profit  Protection: 

The  reality  of  the  new  American  economy  is  this: 
a  permanent  state  of  flux.  Revenue  up  one  quarter. 
Down  the  next.  Great  advances  for  those  who  can 
move  swiftly.  Great  peril  for  those  who  overreach. 
How  might  your  company  succeed  in  this  new 
economy? 

With  Kelly  Services  Planned  Profit  Protection. 
A  solid  personnel  strategy7  for  a  fluctuating  econ- 
omy. One  that  protects  your  company's  profits 
'it  orotects  the  people  who  make  your 
pi  Stable. 

we  can  help  you  define  your  base 
show  you  how  you  can  grow 
'"eh.  You'll  be  able  to  determine  when 
•  crease  permanent  staff- and  when  it's 


wise  not  to.  All  by  following  your  own  business 
indicators-not  just  the  economy's. 

You'll  keep  your  company  flexible.  And  stable. 
So  your  company  can  compete  in  the  unpredictab 
economy  and  still  maintain  your  profit  goals.  Your 
options  remain  open.  Your  profit  remains  under 
control.  Your  key  people  remain  on  staff.  And  yoi 
remain  in  command. 

For  more  information  on  how  Kelly  Services  a 
help  you  design  a  plan  for  your  company,  just  call 
our  toll-free  number.  1-800-321-5200.  In  Utah 
call  1-800-662-8666. 

Planned  Profit  Protection.  Only  from  Kelly 
Services.  A  leader  in  temporary  help  and  in 
contemporary  business  management. 

1£|  |\|  KeTlyGirl 

c1984  Kelly  Services,  Inc.  SERVICES 


The  Forbes/Wilshire  5000  Review 
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Market  Value  of  Wilshire  5000: 
$1698.2  billion  as  of  3/2/84 
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Rally  or  reprieve?  After  heavy  swings  in  both  directions, 
Wall  Street  managed  to  register  some  gains  during  the  last 
two  weeks  but  investors  are  still  behind  for  the  four-week 
stretch.  Over  the  most  recent  ten  trading  days  the  Dow 
industrials  rose  2%  and  the  broadly  based  Wilshire  index 
advanced  2.2%.  It  is  the  often  unheralded  American  Stock 
Exchange,  however,  that  continues  to  be  a  pocket  of 
strength:  The  Amex  index  finished  the  last  two  weeks 
with  the  largest  gain,  3.4%.  NASDAQ  shares  had  a  more 
inemic  comeback.  They  are  up  only  1.7%  over  two 
weeks.  With  a  decline  of  3.2%  they  also  show  the  greatest 
four-week  loss.  The  NASDAQ,  in  fact,  is  the  only  major 


index  that  is  lower  now  than  it  was  one  year  ago.  In 
contrast,  the  Amex  sports  the  best  52-week  performance 
record,  a  rise  of  nearly  11%. 

Price/earnings  multiples  continue  to  soften.  The  Dow 
now  sells  at  10.4  times  latest  12-month  earnings,  the 
Wilshire,  11.9.  This  is  because  quarterly  earnings  are 
advancing  faster  than  the  market  indicators.  The  lower 
multiples  also  reflect  concerns  over  a  number  of  impor- 
tant issues.  Nervous  investors  worry  about  high  interest 
rates,  budget  and  trade  deficits,  an  unusually  robust  dollar 
and  the  November  election.  With  all  this  uncertainty,  it 
may  be  difficult  for  the  averages  to  gain  ground. 


Close-up  On  The  Equity  Markets 


Performance  of  six  leading  indexes 


Percent  change 

Wilshire 

Forbes 

Dow  Jones 

NYSE 

Amex  Market 

NASDAQ 

5000 

500 1 

industrials 

Composite 

Value  Index 

Composite 

in  last  4  weeks 

-1.8 

-1.4 

-2.1 

-1.4 

-0.3 

-3.2 

in  last  52  weeks 

2.2 

2.7 

2.7 

3.4 

10.6 

-3.9 

Stock  performance  baaed  on  five  key  investor  yardsticks 


Percent  change 

Company  size 

Volatility2 

P/E  multiple 

Dividend  yield 

Growth  profile3 

Share  price 

large 

small 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

in  last  4  weeks 

-2.1 

-2.8 

-3.1 

-1.0 

-3.0 

-3.8 

-2.1 

-3.3 

-3.0 

-1.7 

-2.9 

-3.1 

in  last  52  weeks 

2.8 

29.7 

17.2 

15.9 

3.0 

23.0 

16.5 

19.4 

19.4 

16.4 

8.8 

20.7 

'Based  on  sales. 

!A  stock's  sensitivity  to  overall  market  movement.  High-volatility  issues  have  wide  price  fluctuations,  low-volatility  issues  are  more  stable. 
'A  quantitative  evaluation  of  a  stock's  growth  image,  determined  by  Wilshire  Associates. 


"Jotc:  Ail  data  for  periods  ending  .5/2/84.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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Where  The  Action  Is 


Wildcatter's  paradise.  Oil  mergers,  both  real  and  imag- 
ined, continue  to  push  energy  shares  ahead  of  the  pack. 
This  group  shows  the  best  two-  and  four-week  perfor- 
mance. In  fact,  although  all  sectors  but  raw  materials 
gained  ground  during  the  last  ten  trading  days,  energy 
shares  are  the  only  group  to  register  a  four-week  advance. 
And  with  a  25.1%  gain  for  the  year,  the  oils  are  now 


clearly  ahead  of  the  other  eight  sectors. 

Transportation,  with  a  3%  rise,  posted  the  second-best 
record  over  the  last  two  weeks.  These  stocks  pulled  out  of 
the  dive  they  entered  early  in  1984.  Utilities,  up  1.8%, 
also  bucked,  their  recent  downtrend.  And  capital  goods 
and  services  posted  a  2.2%  increase.  The  finance  group, 
meanwhile,  came  in  next  to  last  with  a  1%  gain. 


Percent  change  in  last  52  weeks  OO  Percent  change  in  last  two  weeks 


Capital  goods 
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Consumer  durables 


+  100 


+  50 
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Finance 
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Transportation 
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Consumer  nondurables  and  services 
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Raw  materials 
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Utilities 
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What  The  Analysts  Think 


Backward  flip.  Last  issue,  transportation  shares  showed 
the  best  two- week  change  in  1984  earnings  estimates. 
Now  this  group  shows  the  biggest  drop.  But  these  stocks 


aren't  alone.  Analysts  continue  to  scale  back  many  1984 
forecasts.  The  only  exception:  consumer  durables,  which 
rated  a  0.77%  increase  over  the  two-week  period. 


Forecasting  the  Forbes  500 

Rank  based  on 
change  in  estimate 

Sector 

Estimated  1984 
EPS 

%  change  in  1984  estimate 
in  2  weeks       in  4  weeks 

Average 
Performance      earnings  per 
period              share  P/E 

l 

Consumer  durables 

$3.15 

0.77% 

-0.63% 

2 

Utilities 

3.61 

-0.09 

-0.94 

3 

Raw  materials 

3.24 

-0.30 

-1.07 

Consumer  nondurables 

2.71 

-0.36 

M.53 

4 

latest  12  months          $2.76  11.7 

5 

Technology 

1  93 

-0.52 

-1.92 

1984  estimates              4.29  8.0 

6 

Finance 

4.02 

-0.62 

-2.71 

1985  estimates              5.32  6.5 

7 

Capital  goods 

2.36 

-0.94 

-1.86 

8 

Energy 

2.77 

-1.07 

-2.77 

9 

Transportation 

2.96 

-1.63 

-0.58 

Earnings  projections  are  equal -weighted  consensus  estimates  from  over  1,800  security  analysts.  Forecasts  for  the  9  Wilshue  sectors  are  limited  to  firms  with  3  or  more  estimates, 
with  a  mean  estimate  greater  than  $0.50.  Data  are  compiled  and  updated  weekly  by  Zacks  Investment  Research,  a  Chicago-based  quantitative  consulting  firm. 

Note:  All  data  for  periods  ending  3/2/84.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif.;  Zacks  Investment  Research,  Inc.,  Chrcago,  111. 
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If  fifteen  countries  have  already  chosen  System  12, 
can  the  rest  of  the  world  be  far  behind? 


During  the  past  four 
years,  orders  have  come  from 
fifteen  countries  for  4.5 
million  equivalent  lines  of  the 
world's  most  advanced 
digital  telecommuni- 
cations switching  system, 
System  12™. 

Those  orders  came  from 
Belgium,  Denmark,  the  Federa 
Republic  of  Germany  Finland, 
Italy,  Mexico,  Nepal,  Norway, 
the  People's  Republic  of  China 
the  Philippines,  Spain, 
Switzerland,  Taiwan, 
Venezuela  and  Yugoslavia. 


What  do  these  countries  al 
have  in  common'? 
The  future. 

One  in  which  growth—  in 
population  and  telephone 
services— will  challenge  the 
flexibility  and  technology  of 
any  country's  telecommuni- 
cations system. 

That's  why  these  fifteen 
telephone  administrations  all 
ordered  System  12.  With  its 
fully  distributed  control,  it's 
the  one  digital  system  that  is 
setting  the  standard  now  — 


and  into  the  21st  century. 

That  kind  of  international 
endorsement  says  a  lot  about 
the  company  that  developed 
this  unique  phone  system. 

The  company9  ITT 
Corporation. 

We're  investing  in  the  future. 
What  are  you  investing  in? 

For  current  news  about  ITT 
Corporation,  phone  toll  free 
1-800-DIALITT  for  a 
continuously  

updated      "1  Tin  1111(1  111 

recorded 
message. 


©  1984  ITT  Corporation.  320  Park  Avenue,  New  York.  NY  10022 


"G®odlife"  Interview 

(continued  from  p.  22) 


expertise — you  just  need  to  want  to,  and  then  do  it. 

You  don't  have  to  know  about  wine  to  know  it's  pleas- 
ant to  drink.  But  the  more  you  do  it,  the  more  you  realize 
that  you  like  one  kind  better  than  another.  It  has  nothing 
to  do  with  vintages.  You  shouldn't  not  order  wine  in  a 
restaurant  because  you  figure,  "Gee,  I  don't  know  whether 
I  should  get  red  or  white  or  French."  Just  say  you'd  like 
some  wine  and  give  the  guy  a  price  range  and  let  him  give 
it  to  you. 

I'm  not  an  expert  on  a  motorcycle.  I  love  it.  I  was  late  in 
doing  it,  and  I'm  making  up  for  lost  time.  I'm  not  the 
world's  best  balloonist,  but  I  don't  think  there's  any  more 
enthusiastic  than  I  am.  But  enthusiasm,  not  expertise,  is 
the  requisite. 

Goodlife:  You  once  said  that  retirement  kills  more 
people  than  does  middle  age.  People  live  longer  and 
retire  earlier.  How  well  do  you  think  people  use  their 
leisure  time? 

MSF:  What  I  was  referring  to  basically  is  that  busy 
business  types  find  it  hard  to  shift  to  low  gear — not  having 
a  secretary,  not  having  buttons  to  push  to  get  things  done.  I 
dictate  99%  of  my  letters,  so  I  cover  a  lot  of  correspon- 
dence. If  I  were  retired  and  had  no  secretary,  I  wouldn't 
answer  most  of  my  mail.  I  wouldn't  have  time. 

Everybody  relishes  a  day  off.  This  doesn't  mean  you 
don't  like  the  work  you're  doing,  it's  just  the  change  in 
routine.  When  people  are  unemployed — you  don't  have  to 


"People  understand  that  government 
isn't  very  good  at  running  businesses 
that  aren't  any  of  their  business. 
Capitalism  is  a  system  that  makes 
money  work  productively." 


be  retired — having  nothing  to  do  is  very  hard  work.  That's 
why  people  often  get  into  their  hobbies  as  a  preparation  for 
retirement.  Some  get  into  community  service  and  charita- 
ble work. 

Hell,  for  most  people  there  aren't  enough  hours  in  the 
day  just  to  read  all  you  want  to  read!  You've  got  a  dozen 
things  you  want  to  do,  so  you  try  to  do  two  or  three  at 
once.  You  start  out  just  wanting  to  listen  to  a  good  record, 
maybe  with  your  Walkman,  while  you're  reading.  You 
want  to  get  out,  play  tennis,  get  on  a  motorcycle.  Leisure 
time  should  be  used  for  your  benefit.  If  you're  happiest 
helping  others,  great!  If  you  most  enjoy  sleeping  late,  that's 
fine,  too.  Using  leisure  time  well  is  doing  whatever  gives 
you  the  most  enjoyment. 

Goodlife:  You've  been  called  a  defender  of  the  free 
enterprise  system  and  a  critic  of  those  who  use  it  wrongly. 
What  do  you  mean  by  "wrongly"? 

MSF:  I  mean  that  people  who  screw  up  in  business  are 
a  far  bigger  menace  to  free  enterprise  than  any  of  those 
who  attack  the  system  on  any  logical  grounds.  Business 
people  who  mess  up  running  corporations — not  necessar- 
out  of  fraud,  that's  a  whole  different  animal.  Crooks 
always  have  with  us.  The  biggest  problem  is 
who  go  broke. 


When  somebody  takes  over  a  major  company  and  makes 
two  or  three  major  wrong  decisions  and  five  years  later  the 
company  is  on  the  verge  of  bankruptcy,  those  people 
jeopardize  the  system.  Incptness  in  the  executive  suite  is 
more  of  a  menace  than  critics  are. 

Goodlife:  This  may  be  a  capitalist  system,  but  nobody 
seems  to  love  a  capitalist. 

MSF:  People  are  beginning  to  understand  what  a 
capitalist  is:  just  somebody  who  has  succeeded  in  his 
store  or  business. 

The  practitioners  of  communism  have  painted  capital- 
ists as  fat,  bloated  cartoon  characters  with  no  human 
concern.  We've  become  infinitely  more  sophisticated  in 
this  country.  People  understand  that  government  isn't 
very  good  at  running  businesses  that  aren't  any  of  their 
business.  Capitalism  is  a  system  that  makes  money 
work  productively. 

A  capitalist  doesn't  provide  jobs  out  of  the  goodness  of 
his  heart  but  out  of  his  eagerness  and  his  purse.  In  capital- 
ism everybody's  got  to  be  making  something  out  of  it  or  it 
can't  succeed.  A  product  doesn't  have  to  be  functional,  it 
just  has  to  be  desired.  And  if  it  is,  hell,  there  are  jobs 
created  in  making  it,  and  an  asset  in  using  it. 

Goodlife:  Some  people  who  were  singled  out  for  The 
Forbes  Four  Hundred  Richest  weren't  too  happy  about 
suddenly  finding  themselves  in  the  limelight.  Do  you  ever 
worry  about  your  own  high  profile? 

MSF:  The  difficulty  with  Forbes  is  that  since  we're 
constantly  putting  the  spotlight  on  people,  if  some  com- 
pany head  refuses  to  cooperate,  it  doesn't  mean  you  don't 
do  the  story.  It's  harder,  but  we  get  all  the  information  we 
can  from  his  competitors,  those  he's  fired  and  every  other 
source  we  can  because  there's  no  place  else  to  go.  We're 
going  to  do  the  story  anyway. 

Since  I'm  in  the  business  of  doing  that  to  other  people, 
when  I  get  asked  for  interviews  you  feel  like  a  hypocrite  if 
you  say,  "Oh  no,  I  don't  do  this,  and  I  don't  do  that."  It's  a 
phony  pose.  People  in  the  business  of  writing  about  other 
people  find  it  a  little  difficult  to  say,  "I  won't  be  inter- 
viewed." What  kind  of  baloney  is  that? 

I'd  rather  make  my  own  case,  as  long  as  it's  going  to  be 
made,  than  have  somebody  make  it  around  and  about  me.  I 
want  the  chance  to  get  my  own  oar  in.  Sure,  you  do  get 
some  crackpots  you  have  to  worry  about  a  little  bit.  But  I'd 
rather  have  the  success  that  sometimes  attracts  a  high 
profile  and  the  pleasures  that  go  with  having  money  than 
not  have  the  problems  of  that  sort  of  success. 

Goodlife:  At  the  moment,  you  seem  to  have  just  about 
everything.  Now  that  you're  "about  to  enter  middle  age," 
do  you  have  some  special  goal? 

MSF:  Yes.  To  live  longer.  A  personal  goal  is  to  stop  the 
clock  "Stop  the  world,  I  don't  want  to  get  off."  Since  I'm 
not  apt  to  be  able  to  get  into  a  holding  pattern,  I'm  just 
grateful  for  time. 

I  think  that  is  probably  the  one  thing  that  almost  every- 
body least  appreciates — the  value  of  their  time.  You  don't 
begin  to  think  about  time  until  you're  running  out  of  it.  To 
spend  time  wishingyour  life  away  is  a  very  bad  wish — "Gee,  I 
wish  it  were  next  week  .  .  ."  or  "I  can't  wait  until  spring." 
You  better  drink  in  the  day  at  hand,  because.  .  .  .  ■ 
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World  What  ? 

Most  international  publications  are  prepared  by  western 
journalists  for  a  mostly  western  audience  and  reflect  a 
western  point  of  view.  There  is  one,  however,  that  goes  a  step 
irther  to  be  in  tune  with  the  times.  It  has  an  editorial  board  of  top 
Titers  around  the  world  who  are  native  to  the  regions 
bout  which  they  write,  and  who  thus  provide  fresh 
erspectives  on  matters  of  worldwide  concern.  It's  aimed 
t  a  worldwide  audience  too.  Now  five  years  old,  it  appears  monthly  as 
special  section  in  18  national  newspapers  and  magazines  in  countries 

ranging  from  Egypt  to  Argentina  to  Japan,  and  in  different 
language  editions  as  well.  It  sports  the  largest  circulation  of 
any  international  news  publication  in  Latin  America,  and 
tie  of  the  largest  in  East  Asia  and  the  Middle  East.  It's  making  its  mark 
ith  corporate  advertisers  (including  AT&T,  Pan  Am, 
ierox,  IBM,  Citicorp  in  1983)  and  with  readers  (68%  of 

3700  surveyed  say  they  "save  it 
for  reference")  alike! 


WorldPaper 


pluralistic,  penetrating,  positively  worldly 


For  advertising  or  subscription  information,  please  contact: 
WorldPaper,  44  Kilby  Street,  Boston  MA  02109,  USA, Tel:  (617)  720-0525, Telex:  6817273 


The  Funds 


The  "Humpty-Dumpty"  fund,  an  exchange 
trust  for  AT&T  shareholders,  seemed  an 
idea  whose  time  had  come.  It  hadnt. 


Wrong 
numbers 


By  Barbara  Rudolph 


It  was  supposed  to  be  an  easy 
sell.  As  the  complicated  breakup 
of  AT&T  neared,  Merrill  Lynch 
sought  to  soothe  the  bewilderment 
among  the  company's  3.1  million 
shareholders  who  would  be  receiving 
shares  in  as  many  as  eight  different 
companies,  or,  in  some  cases,  cash 
settlements.  Why  not  swap  your  old 
AT&T  for  units  in  a  trust  whose  port- 
folio would  consist  of  shares  in  all  the 
old  AT&T?  AT&T  made  whole  again. 
The  exchange,  although  tax-free,  did 
carry  a  1.5%  sales  charge. 

Other  brokers  soon  came  up  with 
their  own  AT&T  exchange  trusts  of 
"Humpty-Dumpty"  funds,  so  called 
because  they  sought  to  piece  AT&T, 
for  portfolio  purposes,  back  together 
again.  The  sales  appeal  was  simple. 
"One  day  Bell  shareholders  aren't  go- 
ing to  be  able  to  open  their  mail- 
boxes, they'll  be  so  stuffed  with 
dividend  checks  and  quarterly 
reports,"  said  Norman  Schvey,  a 
Merrill  vice  president  and  man- 
aging director  who  had  the  ex- 
change-trust idea. 

A  good  many  people  bought 
the  idea,  but  you  could  scarcely 
use  the  term  wildfire  to  describe 
the  success.  By  Feb.  27,  when 
units  in  Merrill's  now  closed 
Equity  Income  Fund-First  Exchange 
Series  were  listed  on  the  American 
Stock  Exchange,  the  trust  had  re- 
ceived 17.5  million  AT&T  shares,  or 
around  1.7%  of  those  outstanding. 
E.F.  Hutton  got  about  6  million 
shares,  and  Paine  Webber  got  only 
2?0,000.  "It  was  disappointing,"  says 
Robert  Rosso,  a  corporate  vice  presi- 
dent at  Paine  Webber.  "We  should 
have  gotten  more,"  says  Merrill's 


Schvey,  who  says  he  expected  be- 
tween 5%  and  10%  of  outstanding 
AT&T  shares. 

Don't  knock  it:  Merrill  took  in  $1.1 
billion  and  reaped  some  $15  million 
in  sales  commissions.  Still,  the  spon- 
sors were  disappointed. 

Merrill,  whose  trust  cosponsors  in- 
cluded Dean  Witter,  Shearson/Ameri- 


i 
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can  Express  and  Prudential-Bache, 
spent  over  $1  million  on  marketing  to 
the  Bell  shareholder,  buying  spots  on 
Monday  night  football  and  running 
closed-circuit  TV  "teleconferences." 

But  no  Madison  Avenue  pitch  could 
make  much  of  a  dent  in  the  conserva- 
tism of  the  average  Bell  shareholder. 
"In  dealing  with  AT&T  stockholders, 
wc  were  dealing  with  a  bunch  of  non- 
decision  makers,"  says  Rosso.  "I 


couldn't  even  get  my  Dad  to  do  any 
thing  with  his  stock." 

"I  make  more  money  buying  and 
selling  CDs  for  my  customers,"  says  a 
Merrill  broker,  complaining  that  the 
sales  results  were  diminutive  when 
compared  with  the  sales  effort. 

Other  Wall  Street  offerings  inspired! 
by  the  telephone  breakup  have  fared! 
in  a  similarly  mediocre  manner.  Mor-( 
al:  Conservative  investors  may  misa 
Ma  Bell,  but  most  of  them  are  quite) 
prepared  to  live  without  her. 

In  the  vanguard  - 
belatedly 

Six  months  ago  the  $35  million  Naessj 
&  Thomas  Special  Fund  was  in  a  frus- 
trating position  (Forbes,  Sept.  26, 
1983).  The  fund  made  the  Forbes  }\ovl\ 
or  roll  for  the  first  time,  which  usual-) 
ly  boosts  sales.  But  N&T  could  noo 
accept  one  penny  in  new  deposits.  As 
part  of  J.  Henry  Schroder  Wagg,  a  Brit-i 
ish  merchant  bank,  it  faced  U.S.  legal 
restrictions  that  prohibit  banks  from) 
offering  securities. 

Now,   however,   all   is  changed 
Schroder  Capital  Management,  thd 
New  York  affiliate,  will  still  manage) 
Naess  &  Thomas,  but  in  December] 
Pennsylvania-based  Vanguard  Group 
began  handling  marketing  and  admin- 
istration, thus  opening  sales  to  new| 
investors.  The  SEC  allowed  the  move 
when  Schroder  relinquished  control^ 
of  the  fund's  board.  "We  realized  that) 
we  had  a  finely  tuned  racing  car  that) 
we  couldn't  run,"  says  James  Hock 
ing,  chairman  of  the  Schroder  Newt 
York  affiliate. 
Unfortunately  for  Naess  &  Thom-1 
as,  its  market  timing  leaves 
much  to  be  desired.  The  fund 
invests  mostly  in  "undiscov- 
ered" small  growth  companies, 
whose  shares  don't  make  an 
ideal   portfolio   to  be  selling) 
these  days,  with  the  NASDAQ 
index  down  8%  in  the  past  two) 
months  alone.  N&T's  net  asset) 
value  is  down  10%  since  joining) 
Vanguard.   No  wonder,  then;! 
that  sales  for  that  period  have 
reached  only  $4  million. 

Still,  Vanguard  Chairman  John  Bo- 
gle thinks  Vanguard's  marketing) 
muscle  can  pull  in  around  $75  million 
this  year  for  Naess  &  Thomas.  All 
that  new  money  may  not  necessarily 
be  good  for  shareholders.  After  allj 
when  does  a  fund  get  too  big  to  invest! 
exclusively  in  small  stocks?  "We'reJ 
aware  of  that  issue,"  says  Bogle,  "ana 
we'll  deal  with  it."  ■ 
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MEN  DODGE  BUILDS 
TRUCK,  PAYLOAD  IS  ONLY 
WE  OF  THE  PAYOFFS. 


RE  DODGE.  AND  WE 
V  HOW  TO  MAKE  A 
K PAY  OFF. 
>dge,  available 
>ads  range  all  the 
up  to  3,515  lbs.  on  a 
And  5,695  onaD3S0. 
lat's  just  one  of  the 
fis. 

ED  BY  AMERICA'S 
EST,  NO-EXTRA-COST 
ORY  RUST-THROUGH 
ECTION  TRUCK 
1ANTY. 

i's  more  rust-fighting 
mized  steel  in  a 
eD250  orD3S0than 
ord  or  Chevy  pickup 
J- 

oowerful  reason  why 
e  can  back  these 
s  for  five  years  or 
10  miles. 

MED  BY  A  BEEFY  360 
°TION. 

e  gives  you  a  profit- 
selection  of  engines, 
ill. 


575.07  so.  ft.  of  rust-lighting  galvanized 
steel  surface  make  Dodge  tough  on  rust. 

Optional  360  CID,  4-BBL  V-8'  increases  a 
D2i0's  maximum  (owing  ability  to  7,500 
lbs.,  when  properly  equipped. 

Full-depth  loam  cushions  and  seat  backs 
make  the  daily  grind  less  grinding. 


For  a  D250:  A  reliable 
Dodge  Slant  Six* 
Big  and  dependable 
318  cubic  inch  V-8.  And 
for  heavy  duty  towing, 
a  heavy  duty  360  V-8— 
standard  equipment  on 
the  D350. 

SAVE  HUNDREDS  WITH 
DODGE  PROSPECTOR 
DISCOUNTS. 

Save  on  equipment  such 
as  air  conditioning  and 
special  paint  treatments. 
Actual  savings  depend  on 
model  and  package.  And 
are  based  on  the  list  prices 
of  package  items  if  pur- 
chased separately.  So  see 
your  dealer  for  details. 


Independent  Iront  suspension  delivers  a 
remarkably  smooth  and  comfortable  ride. 
And  can  be  easily  adjusted  on  passenger 
car  tront-end  alignment  equipment. 

36,000  psi  carbon  steel  frames  help  soak 
up  the  potholes  and  smooth  out  (he 
bumps. 


snn 


RUST-THRU 
PROTECTION 

Limited  warranty  covering  outer 
body  rust- thru  on  new  '84  lull- 
sized  pickups  and  Ramchargers  at 
no  extra  cost  for  five  years  or 
100,000  miles,  whichever  comes 
first.  Ask  dealer  for  details. 

THE  NEW  CHRYSLER 
TECHNOLOGY. 
QUALITY  BACKED  BY 
5/100  PROTECTION. 


Statistical  Spotlight 


Analysts'  estimates  are  coming  down.  But  dont  be  dismayed. 
With  a  few  exceptions,  this  will  still  be  a  very  good  year  for 
corporate  earnings.  Here  are  67  companies  where  profits  should 
at  least  double  in  1984  and  12  where  declines  should  be  steepest. 
Also  included:  92  firms  where  the  pros  have  sharply  revised  their 
opinions  during  the  past  six  months. 


Up  the  down 
staircase 


By  Steve  Kichen  and  Leslie  Pittel 

Since  early  January  investors  have  been 
dumping  stocks  with  abandon.  It's  almost 
as  if  folks  think  another  recession  is 
around  the  corner.  And  whenever  the  market 
falls,  securities  analysts  scramble  to  cut 
back  their  earnings  estimates. 

Despite  these  new,  more  sober 
forecasts,  the  overall  news  is 
still  good.  Investment  profes 
sionals  expect  a  31%  in- 
crease in  corporate  prof- 
its during  1984  and  a 
21%  rise  in  1985.  The 
Dow  industrials,  for  ex- 
ample, are  now  selling 
at  8.3  times  project-  r 


ed  1984  earnings  and 
6.4     times  projected 
1985  earnings. 
"Stock  prices  are  based 
on  expectations,"  says  Stan 
Levine,  a  vice  president  of 
lynch,  Jones  &.  Ryan,  the  New 
York  brokerage  firm  that  keeps 
track  of  analysts'  estimates.  "Last 
summer  these  expectations  were  very 
high,  and,  ever  since,  they  have  been 
coming  down,"  he  explains. 
The  other  factor  behind  the  current  mar- 
ket drop  is  interest  rates.  When  the  cost 
of  money  goes  up,  investors  capitalize 
earnings  at  a  lower  multiple." 
To  prepare  the  information  in  the  accom- 
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should  be  $3.28.  For  1985  its  results) 
should  be  even  brighter,  with  earn- 
ings of  $5.25. 

Pay  particular  attention  to  the  con- 
fidence factor  that  appears  in  the  last 
column  of  each  table.  It  indicates  the 
level  of  agreement  among  analysts. 
Clark,  for  example,  rates  "very  low." 
Estimates  of  its  1984  earnings  range 
from  $2.50  to  $5.  The  disagreement  i« 
over  how  hard  Clark 
will  be  hit  by  foreign 
competition  and  how 
much  the  company's 
restructuring  plans 


Where  earnings  are  thought  likely  to  climb  4-r7 

Wall  Street  expects  sharply  higher 
earnings  from  these  67  issues  in  1984. 
At  today's  prices,  22  now  sell  at  less 

beware.  Many  of  the  estimates  for 
these  firms  carry  low  or  very  low  con- 
fidence factors  because  of  wide  dis- 

Lib 

than  8  times  their  1984  estimates.  But 

agreement  among  analysts. 

PirniniK  nor  c  ri  i  r  0 

Estimated 

1  out 
P/E 

 Estimates  

Company/business 

Recent 
price 

1983 

i .  <-«  i  unit,!  r 

1984  % 
est  change 

confidence 
number  factor 

Crown  Central  Petrol/integrated  oil 

18%  $0.65e 

$4.42 

580% 

4.3 

3 

very  low 

BF  Goodrich/tire  &  rubber 

32% 

0.68 

3.98 

486 

8.3 

14 

low 

Alcan  Aluminium/aluminum 

33% 

0.81 

4.38 

441 

7.7 

18 

low 

Singer/sewing  machines 

23  Vi 

0.64 

2.93 

358 

8.0 

14 

low 

Foxboro/electrical  equipment 

30% 

0.61e 

2.34 

285 

13.1 

13 

low 

Clark  Equipment/construction  equipment 

33% 

0.86 

3.28 

282 

10.3 

10 

very  low 

Black  &  Decker/hand  tools 

24% 

0.65 

2.07 

218 

12.0 

11 

low 

Signal  Cos/Aerospace 

27% 

0.90 

2.79 

210 

10.0 

11 

average 

Louisiana-Pacific/paper  &  forest  prods 

25 

0.79 

2.44 

208 

10.2 

21 

very  low 

Georgia-Pacific/paper  &.  forest  prods 

22  Mi 

0.97 

2.95 

204 

7.5 

23 

low 

Hyster/industrial  equipment 

68% 

1.82e 

5.50 

202 

12.4 

6 

low 

General  Datacom  Inds/computer  equipment 

27% 

0.50 

1.45 

190 

18.9 

7 

average 

Arrow  Electronics/electronics 

21'/8 

0.77e 

2.15 

179 

9  8 

4 

high 

Mead/paper  &  forest  prods 

34% 

1.30 

3.61 

178 

9.5 

17 

low 

Chesapeake  Corp  Va/packaging  &  containers 

33'/4 

1.33 

3.57 

169 

9.3 

7 

average 

St  Regis/paper  &  forest  prods 

36  % 

1.41 

3.76 

167 

9.6 

20 

average 

Texas  Inds/textiles 

35 

1.82e 

4.80 

164 

7.3 

6 

low 

Champion  Intl/paper  &.  forest  prods 

23% 

1.22 

3.15 

158 

7.6 

21 

low 

Paccar/trucks 

48  Vi 

2.07 

5.45 

158 

8.9 

10 

low 

Stewart  &  Stevenson/machinery 

14% 

0.5  le 

1.30 

157 

11.1 

3 

low 

Coleco  Inds/toys,  computers 

12V4 

1.15e 

2  96 

157 

4.1 

8 

low 

Trans  World  Corp/hotels 

25% 

1.29 

3.10 

140 

8.3 

15 

low 

Comdial/telecomm  equipment 

8 

0.55e 

1.30 

139 

6.2 

4 

low 

Puritan-Bennett/health  care  equipment 

19'/4 

0.87 

2.05 

136 

9.4 

3 

average 

Aluminum  Co  of  Am/aluminum 

38% 

2.03 

4.79 

136 

8.1 

22 

low 

Allen  Group/auto  parts 

21% 

1.04e 

2.44 

136. 

9.0 

6 

low 

Federal  Natl  Mortgage/mortgages 

17% 

1.13 

2.64 

133 

6.8 

15 

very  low 

First  City  Bancorp  Tex/bank  holding 

18% 

1.23 

2.86 

133 

6.6 

17 

low 

Del  E  Webb/hotels,  real  estate 

19'/2 

0.81 

1.88 

133 

10.4 

6 

very  low 

American  Maize-Prods/food  processing 

16  Vi 

1.03e 

2.40 

132 

6.8 

3 

very  low 

Lotus  Development/computer  software 

34 '/> 

0.98 

2.27 

131 

15.2 

6 

very  low 

e:  estimate.                                 Source.  Institutional  Brokers  Estimate  System  (IBESi.  a  senice  of  Lynch,  Jones 

6  Ryan  via  Micro! Scan  from  ISVS  Corp 

I  

Statistical  Spotlight 

panying  tables,  we  used  the  data  in 
Lynch,  Jones  &  Ryan's  Institutional 
Brokers  Estimate  System.  It  is  an  elec- 
tronic database  that  contains  earnings 
projections  from  more  than  1,800  se- 
curities analysts  and  covers  roughly 
3,000  companies.  In  our  computer 
screens— done  with  Micro/Scan  soft- 
ware— we  eliminated  firms  with  few- 
er than  three  earnings  estimates, 
which  minimizes  the  effect  any  one 
analyst  can  have  on  the  data.  We  also 


excluded  companies  for  which  esti- 
mates or  reported  earnings  were  lower 
than  50  cents  per  share. 

The  first  table,  which  begins  below, 
includes  67  companies  that  should  be 
the  profit-improvement  stars  of  1984. 
Wall  Street  expects  their  earnings  for 
the  year  to  be  up  100%  or  more  from 
1983.  Near  the  top  of  this  list  is  Clark 
Equipment.  Demand  for  its  forklift 
trucks  and  construction  equipment  is 
increasing  impressively.  The  Michi- 
gan-based firm  earned  86  cents  per 
share  last  year,  but  the  consensus  of 
ten  analysts  is  that  the  1984  total 
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ADDRESSING  TOmORROUl 


magine. 

\  remarkable  new  ZIP  Code  system 
business  mailers  So  precise  it 
i  actually  pinpoint  specific  streets, 
pcific  buildings.  Even  specific  build- 
floors. 

"hat's  the  ZIP +  4  code. 
<Jow  imagine  a  computerized  sorting 
tern  so  advanced  that  it  automati- 
ly  reads  the  last  line  of  the  address 
your  envelope.  Reducing  sorting 
e  while  increasing  sorting  efficiency, 
"hat's  the  Optical  Character  Reader 
ft). 

EFFICIENCY, 
'erhaps  most  amazing  is  the  fact 
t  both  the  ZIP  +  4  program  and  our 
R's  are  already  in  place.  Ready  to 
ig  technological  efficiency  to  the 


mountainous  task  of  moving  100  billion 
pieces  of  business  mail  per  year. 

But  to  deliver  the  future,  we  need 
your  help. 

Begin  by  being  sure  that  the  entire 
address  on  all  your  business  mail  is 
totally  visible,  legible  and  located 
properly.  Your  local  post  office  can  give 
you  all  the  information  you  need. 
ECONOMY. 

Use  of  ZIP  +  4  codes  is  voluntary. 
But  by  adopting  them,  you'll  be 
rewarded  in  the  form  of  more  stable 
postal  rates.  In  fact,  when  you  meet 
the  eligibility  requirements,  you  can 
start  saving  postage  right  away. 

If  you're  a  First-Class  mailer  of  500 
pieces  or  more  who  already  presorts, 
you  can  save  a  half-cent  per  piece 


when  you  use  ZIP  +  4  codes.  And  that's 
on  top  of  the  three-cent  discount  for 
presorting. 

If  you're  a  First-Class  mailer  who 
doesn't  presort  but  mails  250  pieces  at 
a  time,  you  can  save  nine-tenths  of  a 
cent  per  letter. 

And  no  matter  how  many,  or  how  few, 
pieces  you  mail,  using  ZIP  +  4  codes 
can  give  you  a  cleaner,  more  efficient 
mailing  list.  Plus  more  consistent 
delivery. 

COOPERATION. 

Let  us  show  you  how  you  can  put 
more  zip  in  your  mail  service.  Contact 
your  local  Postmaster  or 
Customer  Service  Represen-  |  1 
tative.  And  send  yourself  ??sar 
into  the  future.  ©uspsi983 
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will  penalize  current  profits. 

Some  industry  groups  get  more 
than  their  share  of  good  news.  Paper 
and  forest  products  firms  are  earn- 
ings-gain standouts.  Analysts  expect 
Louisiana-Pacific  to  see  profit  in- 
creases of  208%,  with  per-share  re- 
sults rising  from  79  cents  to  $2.44. 
Boise  Cascade  and  Georgia-Pacific 
should  do  almost  as  well.  Capital 


goods  producers  will  see  good  times, 
too.  Paccar,  which  makes  over-the- 
road  trucks,  should  post  a  158%  earn- 
ings gain.  Foxboro,  a  maker  of  electri- 
cal equipment,  should  enjoy  an  earn- 
ings rise  of  285%. 

But  the  future  isn't  always  rosy. 
Take  a  look  at  the  second  table,  which 
appears  on  page  232.  There  are  rela- 
tively few  companies  that  analysts 
think  will  show  sharp  earnings  de- 
clines this  year,  but  this  is  where 
you'll  see  them.  The  list  includes  12 


firms  where  the  profit  forecast  calls 
for  earnings  dips  of  27%  or  more. 
Nearly  half  the  companies  here  are  in 
energy  or  energy-related  businesses. 

Consider  the  plight  of  Helmerich  & 
Payne,  a  Tulsa-based  oilfield  services 
company.  Its  shares  trade  today  for 
less  than  half  their  1981  highs,  and 
earnings  have  fallen  accordingly.  If 
analysts'  projections  are  right,  profits 
will  be  even  worse  next  year.  But  in- 
vestors who  bet  against  the  crowd 
might  score  big  gains.  Note,  too,  that 


Where  earnings  are  thought  likely  to  climb 


Earnings  per  share   Estimated   Estimate! 


Recent 

1984 

% 

1984 

confidence 

Company/business 

price 

1983 

est 

change 

P/E 

number 

factor 

Willamette  Inds/paper  &  forest  prods 

32  W 

$1.46 

$3.36 

130% 

9.6 

19 

low 

Boise  Cascade/paper  &  forest  prods 

37% 

1.91 

4.36 

128 

8.7 

21 

low 

Michigan  National/bank  holding 

19'/4 

1.36 

3.10 

128 

6.2 

3 

low 

Research-Cottrell/machinery 

15 

0.55 

1.25 

127 

12.0 

8 

very  low 

Weyerhaeuser/paper  &  forest  prods 

30% 

1.36 

3.09 

127 

9.9 

24 

low 

MGM/UA  Home  Ent  Grp/recreation 

23 

0.78 

1.77 

127 

13.0 

4 

high 

Nashua/office  equipment 

23  VS 

1.70 

3.85 

127 

6.0 

s 

high 

Data  General/computers 

41'/2 

0.96 

2.15 

124 

19.3 

29 

low 

Republic  Auto  Parts/auto  parts 

9Vo 

0.50 

1. 11 

123 

8.3 

4 

average 

Dekalb  AgResearch/food  processing 

24  Vi 

1.07 

2.37 

121 

10.4 

9 

low 

Forest  Labs/pharmaceuticals 

19% 

0.64e 

1.40 

121 

31.1 

6 

low 

Federal  Paper  Bd/paper  &  forest  prods 

37 

1.97 

4.32 

119 

8.6 

8 

low 

Xtra  Corp/trucking,  leasing 

26% 

1.51 

3.31 

119 

8.1 

6 

average 

Moore  McCormack  Res/metals  &  mining 

23 

1.33 

2.91 

119 

7.9 

9 

very  low 

Carpenter  Tech/specialty  steel 

47'/> 

1  86 

4.04 

117 

11.7 

9 

low 

Esterline/precision  instruments 

29 

0.91 

1.98 

117 

14.7 

7 

low 

Koppers/chemicals 

18% 

0.81 

1.76 

117 

10.7 

11 

low 

Arkansas  Best/trucking  &  leasing 

18  W 

1.65 

3.57 

116 

5.2 

3 

low 

Mark  Controls/electrical  equipment 

12>/2 

0  61c 

1.30 

114 

9.6 

7 

low 

First  Commerce/bank 

20% 

1.57 

3.36 

114 

6.2 

7 

low 

Omark  Inds/machinery  20Vi  0.94  2.01  114  10.2  6  average 


First  Security/bank  holding 

21 W 

1.75 

3.72 

113 

5.7 

5 

low 

SFE  Technologies/electronics 

17 

0.62 

1.32 

112 

12.9 

3 

"  low 

Dow  Chemical/chemicals 

28% 

1.50 

3.18 

112 

8.9 

27 

low 

Food  Lion/grocery  stores 

8% 

0.53 

1.12 

112 

7.8 

6 

very  low 

People  Express  Airlines/airline 

15% 

0.57 

1.21 

112 

12.9 

11 

very  low 

CTS  Corp/electronics,  metal  prods 

25 

1.61e 

3.39 

110 

7.4 

5 

high 

Bearings  Inc/machinery 

32'/4 

1.36 

2.85 

110 

11.3 

6 

average 

JP  Stevens/textiles 

22  V* 

1.09 

2.27 

108 

9.8 

7 

low 

Kollmorgen/precision  instruments 

26Vi 

0.91 

1.89 

108 

14.0 

7 

average 

Peoples  Ban  Corp/banking 

21% 

1.59 

3.28 

106  • 

6.6 

3 

very  low 

American  President  Cos/maritime 

26% 

2.33 

4.79 

106 

5.6 

4 

average 

Brockway/packaging  &  containers 

15% 

0.77 

1.56 

104 

10.2 

7 

very  low 

Lennar/building 

14% 

0.91 

1.84 

103 

7.8 

3 

very  low 

McGraw-Edison/electrical  equipment 

35% 

1.92 

3.89 

103 

9.2 

12 

low 

Sheller-GIobe/auto  parts 

22  Vi 

1.93 

3.87 

101 

5.8 

5 

very  low 

e:  estimate.  Source 

Institutional  Brokers  Estimate  System  (IBES),  a  service 

of Lynch,  Jones  & 

Ryan  via  MicroiScan  from  /S)S  Corp. 
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The  Strategic  Supplier 
Is  One  Who  Shares 
I      The  Risks  As  Well 
As  The  Rewards. 


Capital-intensive  program  development  is  the  price 
of  the  innovative  product  that  takes  the  market  by 
storm.  The  more  external  resources  available  to 
your  company,  the  shorter  development  lead  time, 
and  the  quicker  return  on  investment. 

Even  in  an  erratic  economy,  GE  Plastics  continued 
to  invest  in  facilities  and  people  that  are  ready  to 
help  expand  your  own  technology  and  opportuni- 
ties. The  $25  million  Plastics  Technology  Center 
now  nearing  completion  at  the  Plastics  Group's 
global  headquarters  is  just  one  example  of  major 
new  application  development  and  manufacturing 
sites  worldwide,  and  of  the  demonstrated  com- 
mitment to  an  active  partnership  role  in  enhancing 
your  innovations. 

The  strategic  supplier  is  one  who  commits  tangible 
support  to  gain  mutual  growth.  The  strategic 
supplier  is  General  Electric  Plastics. 


LEXAN  NORYL  VALOX 

sheet/film/foam/resln  foam/resin 

ULTEM8  XENOY 


foam/resin  fllm/foam/resin 
® 


foam/ resin 


Registered  Trademarks  of  General  Electric  Company 


We  bring  good  things  to  life. 
GENERAL  d  ELECTRIC 


Where  earnings  are  thought  likely  to  stumble 

Although   securities   analysts   have   in  1984  than  they  did  in  1983.  %w 
been  cutting  back  their  earnings  esti-   following  12  firms  are  among  the  few 
mates  since  last  summer,  most  com-   where  a  per-share  decline  of  27%  or 
panies  are  still  expected  to  fare  better   more  is  expected. 

Earnings  per  share  

Company/business 

Recent 

1 983 

1984  % 
est  change 

1984 
P/E 

confidence 
number  factor 

Atwood  Oceanics/oilfield  services 

I6V1 

$5.95 

$1.42 

-76% 

1  1.6 

3 

very  low 

Cooper  Labs/health  care  prods 

1  1  72 

0.66 

-59 

17.4 

4 

average 

Sabine/integrated  oil 

20  '/j 

2.44 

1.04 

-57 

19.5 

17 

low 

Metromedia/broadcasting 

36  V» 

3.45 

1.57 

-55 

23.0 

7 

average 

Seibels  Bruce  Group/insurance 

19  i/i 

1.54 

0.76 

-51 

25.7 

5 

very  low 

Zapata/oilfield  services 

19  V% 

2.45 

1.32 

-48 

14.5 

14 

very  low 

Apple  Computer/computers 

25V6 

1.28 

0.78 

-39 

32.2 

23 

very  low 

Williams  Electronics/recreation 

5% 

1.31 

0.67 

-38 

8.6 

3 

very  low 

Paine  Webber/securities  brokerage 

25% 

5.53 

3.74 

-32 

6.9 

4 

low 

Petro-Lewis/oil,  gas  expl,  dev,  prod 

6'/« 

1.30 

0.91 

-30 

6.7 

7 

very  low 

Helmerich  &  Payne/oilfield  services 

22Va 

1.90 

1.34 

-29 

16.6 

18 

very  low 

Commonwealth  Energy/electric  utility 

19% 

4.63 

3.37 

-27 

5.8 

4 

high 

Source.  Institutional  Brokers 

Estimate  System  (/BUS),  a  service  of  Lynch,  Jones 

&  Ryan  via  MicrolScan  from  ASVS  Corp 
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for  most  of  the  energy  firms  in  this 
table,  there  is  unusually  high  dis- 
agreement among  the  professionals. 

The  final  two  lists  present  major 
changes  in  earnings  estimates  that 
have  occurred  during  the  past  six 
months.  The  third  table,  beginning 
below,  includes  57  companies  for 


which  analysts  have  increased  their 
1984  estimates  by  15%  or  more  since 
August  1983.  Our  fourth  table,  on 
page  236,  presents  the  other  side  of 
the  coin:  35  companies  for  which  esti- 
mates have  been  cut  back  30%  or 
more  over  the  last  six  months. 

Three  computer  makers  appear  on 
this  list  of  bad-news  bears.  Six 
months  ago  analysts  felt  that  Apple 
would  earn  close  to  $2.31  a  share  this 


year.  But  now  they  are  anticipating 
earnings  of  only  78  cents.  A  similar 
downward  revision  hit  Digital  Equip- 
ment. Its  anticipated  1984  earnings 
have  fallen  from  $7.48  to  $5.16. 

Then  there  is  Coleco,  currently  one 
of  the  most  controversial 
companies  around.  De- 
spite the  rough  launch  of 
its  innovative  Adam  per- 
sonal computer  and  the 


Upstairs 


Six  months  ago  analysts  were  not  par- 
ticularly keen  on  these  stocks.  But 
since  then  they  have  raised  their  fore- 
casts by  15%  or  more.  In  addition, 


many  of  these  shares  sport  high  or  very 
high  confidence  factors.  This  means 
current  prices  could  reflect  much  of  the 
anticipated  earnings  growth. 


Company/business 


Recent 
price 


1983 
EPS 


8/15/83 
EPS 


recent 
EPS 


-1984  estimates  

%  confidence 
change         number  factor 


Transohio  Financial/savings  &  loan 


11  '/4 


$1.41 


.00 


$2.38 


138% 


United  Cable  TV/cable  TV 


257s 


0.82e 


0.97 


1.44 


48 


low 


Occidental  Petroleum/oil  &  gas,  chem,  food 


267/s 


1.06 


1.39 


2.01 


45 


12 


very  low 


Phillips-Van  Heusen/apparel 


2.82 


2.82 


42 


high 


Gerber  Scientific/computer  equipment 


21% 


.28 


.20 


.68 


40 


Advanced  Micro-Dev/electronics 


27% 


1.09 


1.31 


.82 


39 


22 


low 


Magic  Chef/appliances 


32% 


2.71 


3.73 


5.19 


39 


average 


Vicorp  Restaurants/restaurants 


0.85 


1.12 


1.55 


38 


high 


Brunswick/recreation 


27 


2.92 


2.60 


3.56 


37 


average 


National  Gypsum/bmlding  materials 


33% 


3.01 


3.71 


5.02 


35 


10 


e:  estimate. 


Source  Institutional  Brokers  Estimate  System  flBES),  a  sen  ice  oj  Lynch.  Jones  &  Ryan  via  MicrotScan  from  IS)5  Corp 
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Upstairs 

1984  estimates- 

Company/business 

Recent 

1983 

8/15/83 

recent 

/o 

confidence 

price 

EPS 

EPS 

EPS 

change 

numbei 

factor 

Standard  Microsystems/electronics 

19'/s 

$0.78 

$0.88 

$1.17 

34% 

6 

high 

Advanced  Semicond  Mtls/electronics 

24 

0.92e 

1.28 

1.70 

33 

3 

low 

Celanese/chemicals 

70 '/. 

6.89 

7.47 

9.86 

32 

21 

high 

Data  I/O/computer  services 

12!/4 

0.72 

0.80 

1.06 

32 

4 

low 

Natl  Semiconductor/electronics 

13 

0.68 

0.91 

1.19 

31 

22 

low 

US  Gypsum/building  materials 

54 

4.77 

5.66 

7.41 

31 

12 

low 

Chrysler/auto 

28% 

2.35 

8.46 

11.00 

30 

18 

very  low 

Dataproducts/computer  equipment 

23% 

1.27 

1.79 

2.31 

29 

8 

average 

Primark/natural  gas 

245/8 

2.32 

3.02 

3.84 

27 

7 

high 

Conair/appliances 

19'/2 

1.23e 

1.39 

1.77 

27 

3 

very  high 

Robertshaw  Controls/control  systems 

25% 

2.93 

2.76 

3.51 

27 

5 

very  high 

Stewart  Info  Svcs/insurance 

25 

3.92 

3.71 

4.68 

26 

3 

low 

Intel/electronics 

32'/2 

1.05 

1.45 

1.83 

26 

27 

average 

Molex/electromcs 

33% 

1.11 

1.39 

1.75 

26 

10 

high 

Alexander  &  Baldwin/maritime 

54  Vi 

5.76 

5.18 

6.48 

25 

6 

high 

Elscint/health  care  equipment 

15% 

1.40 

1.45 

1.81 

25 

7 

low 

Robinson  Nugent/industrial  equipment 

15% 

0.51 

0.74 

0.92 

24 

5 

low 

Ultimate  Corp/computer  equipment 

15% 

0  97e 

1.13 

1.40 

24 

3 

low 

Burlington  Northern/railroad 

86'/s 

10.80 

10.67 

13.12 

23 

24 

high 

Collins  &  Aikman/textiles 

30  Vi 

4.30 

4.05 

4.94 

22 

12 

high 

Pyro  Energy/diversified  energy 

6% 

0.83 

0.80 

0.98 

22 

4 

high 

United  Stationers/office  prods 

27  Vn 

1.30 

1.41 

1.72 

22 

5 

high 

Rohr  Inds/aerospace 

31'/2 

3.68 

3.63 

4.43 

22 

8 

high 

Silicon  Valley  Group/equipment  for  semicond  ind 

21 

0.76 

1.02 

1.25 

22 

4 

very  high 

Teradyne/precision  instruments 

30W 

1.03 

1.30 

1.58 

22 

19 

high 

Honda  Motor/auto 

43  >/4 

4.19 

4.16 

5.03 

21 

3 

high 

City  Federal  S&L/savings  &  loan 

lO'/s 

2.60 

2.29 

2.75 

20 

4 

low 

McDermott  Intl/oilfield  services 

27% 

2.69e 

2.30 

2.76 

20 

13 

very  low 

Emulex/computer  equipment 

36% 

0.98 

1.58 

1.90 

20 

5 

high 

AFG  Inds/building  materials 

18'/2 

1.43 

1.77 

2.11 

19 

5 

high 

Federal  Co/food  processing 

30% 

3.47e 

3.50 

4.17 

19 

3 

high 

Intl  Kings  Table/restaurants 

14'/8 

0.92 

1.36 

1.62 

19 

4 

high 

AMR  Corp/airline 

29% 

4.19 

4.09 

4.87 

19 

21 

low 

Franklin  Electric/electrical  equipment 

18'/4 

1.48 

1.67 

1.97 

18 

3 

high 

Herman  Miller/furniture 

22% 

1.55e 

1.60 

1.89 

18 

7 

high 

Levitz  Furniture/retail 

30% 

3.09 

3.50 

4.13 

18 

4 

high 

Ford  Motor/auto 

39 

10.29 

9.72 

11.48 

18 

18 

average 

Mead/paper  &  forest  prods 

34% 

1.30 

3.09 

3.61 

17 

17 

low 

General  DataComm  Inds/electronics 

27% 

0.50 

1.21 

1.41 

17 

7 

high 

Van  Dorn/containers 

24% 

2.22e 

2.70 

3.13 

16 

3 

average 

Williams  Cos/chemicals 

26% 

1.79 

2.60 

3.02 

16 

15 

very  low 

Wyle  Labs/electronics 

17 

1.04 

1.54 

1.79 

16 

5 

high 

Justin  Inds/building  materials 

22 

1.89 

2.27 

2.63 

16 

4 

low 

Washington  Gas  Light/natural  gas 

30 

4.27 

3.77 

4.34 

15 

3 

very  high 

Canon/prec  inst,  office  equipment 

30% 

1.36e 

1.40 

1.61 

15 

3 

high 

Limited  Inc/retail 

19% 

1.16e 

1.35 

1.55 

15 

8 

high 

Philips  Inds/manufactured  homes 

12 

1.42e 

1.58 

1.82 

15 

6 

high 

e:  estimate.                               Source  Institutional  Brokers  Estimate  system  (IBES),  asm-ice 

of  Lynch,  lorn-* 

&  Ryan  via  Micro/Scan  fr< 

>m  /.SIS  Corp 

:ORBES,  MARCH  26,  1984 


233 


Follow  the  leaders. 

For  over  fifty  years,  Newsweek  has  followed  the  leaders  of 
the  world  all  over  the  world.  Because  what  they  think  and  say  and  do 
has  a  profound  effect  on  your  world. 

Every  week,  Newsweek  takes  you  beyond  the  news  to  reveal 
the  human  issues  and  the  real  motivations  of  the  people  who  shape, 
inspire,  endanger  or  transform  our  lives. 

And  we  do  it  with  accuracy  With  clarity  With  objectivity 

This  week.  Every  week.  Pick  up  a  copy  of  Newsweek  and 
you'll  hold  the  world  in  your  hands. 


The  world  in  your  hands. 

Newsweek 


Statistical  Spotlight 


42%  six-month  drop  in  the  firm's 
1984  earnings  estimate,  analysts  still 
expect  Coleco  to  earn  $2.96  a  share 
this  year.  This  represents  a  sizable 
jump  from  the  anticipated  $1.15  for 
fiscal  1983  and  a  price/earnings  ratio 
of  slightly  more  than  4  times  esti- 


mated 1984  earnings. 

But  here  is  where  numbers  can  play 
tricks.  That  $2.96  consensus  is  really 
an  average  of  sharply  disagreeing  esti- 
mates. These  range  from  $1.50  to 
$3.50.  As  you  might  expect,  the  level 
of  confidence  for  this  company  is 
"low." 

Maverick  investors,  of  course,  can 
sometimes  score  big  by  defying  the 


prevailing  Wall  Street  logic  (remem- 
ber Chrysler  and  Pan  Am).  But  stocks 
like  Coleco  are  for  the  venturesome 
investor  only. 

One  final  question:  Will  the  compa- 
nies that  are  expected  by  analysts  to 
report  juicy  earnings  gains  outper- 
form those  companies  for  which 
the  forecast  is  negative?  Next 
year  we  will  let  you  know.  ■ 


Downstairs 


Since  last  August  analysts  have  low-  low  or  very  low  estimated  confid^n 

ered  their  earnings  estimates  on  this  (actors.  But  this  could  spell  opport 

out-of-favor  group  by  30%  or  more,  ty:  If  the  optimistic  analysts  are  right, 

With  few  exceptions  these  stocks  have  share  prices  could  rise  sharply. 


Company/business 


Recent 
price 


1983 
EPS 


8/15/83 
EPS 


recent 
EPS 


-1984  estimates  

%  confidence 
change         number  (actor 


Williams  Electronics/recreation 


5% 


$1.31 


$2.22 


$0.67 


-70% 


very  low 


Apple  Computer/computers 


25 '/« 


.28 


2.31 


0.78 


-66 


23 


very  low 


Orion  Pictures/entertainment 


0.80e 


3.00 


1.28 


-57 


very  low 


Callahan  Mining/mining 


0.64e 


.46 


0.69 


-53 


very  low 


Asarco/nonferrous  metals 


31 


1.54 


4.15 


1.98 


-52 


very  low 


Paine  Webber/securities  brokerage 


25% 


5.53 


6.78 


3.74 


-45 


low 


Seibels  Bruce  Group/insurance 


1.54 


1.36 


0.76 


-44 


very  low 


Newmont  Mining/mining,  oil  and  gas 


46% 


1.73 


5.52 


3.20 


-A2 


17 


low 


Coleco  Inds/toys,  computers 


1.15e 


5.09 


2.96 


-42 


Merrill  Lynch/securities  brokerage 


25% 


2.68 


6.11 


3.61 


-41 


Tidewater/oilfield  services 


25 


.13e 


2.80 


.66 


-41 


12 


low 


Times  Fiber  Comm/coaxial  cable 


9'/4 


0.55 


1.56 


0.93 


-41 


average 


Reeves  Communications/entertainment 


10 


0.62 


1.58 


0.99 


-37 


low 


Union  Planters/bank  holding 


1.32 


3.42 


2.17 


-37 


very  low 


Pacific  Scientific/precision  instruments 


13% 


1.98 


2.57 


.65 


-36 


high 


Electro-Biology/health  care  equipment 


0.55e 


1.43 


0.92 


-36 


Fluor/construction,  resources 


19% 


0.95 


1.93 


1.24 


-36 


low 


Helmerich  &  Payne/oilfield  sves 


221 


.90 


2.06 


1.34 


-35 


very  low 


Petro-Lewis/oil,  gas  expl,  dev,  prod 


6'/s 


1.30 


38 


0.91 


-34 


very  low 


National  Ed  Corp/training 


24% 


0.88 


2.02 


.33 


-34 


low 


General  Instrument/electronics 


30-i 


1.35 


3.94 


2.61 


-34 


13 


average 


Federal  National  Mtge/mortgages 


17% 


.13 


3.95 


2.64 


-33 


15 


very  low 


MCI  Communications/telecommunications 


10% 


0.93e 


1.55 


1.04 


-33 


27 


Wyman-Gordon/metal  fabricating 


29  Vi 


2.41 


3.24 


2.17 


-33 


CBI  Inds/steel 


29% 


2.36 


3.69 


2.48 


-33 


Reading  &  Bates/oilfield  services 


ll'/» 


1.05 


1.38 


0.93 


-33 


very  low 


Enstar/oil  &  gas 


13% 


1.48 


3.29 


2.22 


-33 


Research-Cottrell/machinery 


15 


0.55 


.84 


1.25 


-32 


US  Home/building 


9'/8 


0.80 


.85 


1.26 


-32 


14 


low 


EF  Hutton/securities  brokerage 


27 


4.42 


6.34 


4.32 


-32 


average 


Briggs  &  Stratton/small  motors 


304 


2.20 


3.36 


2.32 


-31 


low 


Digital  Equipment/computer  equipment 


85 '/4 


'.00 


7.48 


5.16 


-31 


37 


low 


Metromedia/broadcasting 


36'/« 


3.45 


2.28 


1.57 


-31 


high 


Valero  Energy/natural  gas 


19 


2.22 


4.58 


3.16 


12 


low 


Whittaker  Corp/health  care  equip 


19'/s 


2.55 


4.36 


3.05 


-30 


very  low 


Source  Institutional  Brokers  Estimate  System  (IHES).  a  service  of  Lynch.  Jones  &  Ryan  via  Micro/Scan  from  /.SIX  Corp 
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THE  AT&T  INTERNATIONAL  BUSINESS  NETWORK: 

NOW  AT&T  GIVES  YOU  A  LINE 
ON  BUSINESS  FROM  CANADA, 


ntroducing  the  first  international 
l-free  service  from  Canada.  AT&T 
;  just  made  it  possible  for  your  Ca 
jian  customers  to  call  you... at  no 
>t  to  them.  A  service  that's  sure  to 
}and  your  Canadian  business  and 
Drove  your  bottom  line.  Another 
it-effective  service  from  the  AT&T 
Brnational  Business  Network. 
CANADA  AT  THE  TOUCH  OF 

A  BUTTON 
v'lany  U.S.  corporations  have  been 
couraged  by  the  high  cost  of  mar 
ing  their  goods  in  Canada. 
sJot  any  more.  Because  AT&T  800 
vice-Canada  is  toll-free,  it's  sure 
encourage  more  calls. 
Ind  it's  convenient,  too.  For  in 
ince,  you  can  get  a  toll-free  num 
■  that  will  accept  calls  from  both 
jr  Canadian  and  U.S.  customers. 
In  fact,  all  of  the  expanded  fea 
■es  of  the  domestic  AT&T  800 
'vice  are  available  right  now  with 
5T  800  Service-Canada.  So  now  yoi  i 


can  provide  your  Canadian  custom- 
ers with  the  same  high  standard  of 
service  your  U.S.  customers  appreciate. 
SERVICE  SELLS 
An  AT&T  800  number  proves  your 
commitment  to  service  the  products 
you  sell.  Just  the  comfort  your  cus- 
tomer draws  from  the  fact  that 
you're  there  can  be  the  difference 
between  a  sale  won  and  a  sale  lost. 
And  better  service  builds  customer 
loyalty. 

An  AT&T  800  number  is  a  cost- 
effective  way  to  set  up  a  branch  of- 
fice...without  setting  up  a  branch 
office.  It  provides  you  with  the  most 
advanced  technology  of  telemarket- 


ing. And  you  can  trace  a  direct  return 
on  investment  from  your  efforts. 
THE  CANADIAN  HOOKUP 

When  can  you  get  your  AT&T  800 
Service-Canada?  Available  now  in 
some  areas,  AT&T  800  Service-Can- 
ada will  be  expanded  throughout 
the  U.S.  during  the  first  six  months  of 
1984.  Contact  your  Account  Execu- 
tive at  AT&T  Communications  or  call 
this  toll-free  number  for  more  infor- 
mation: 1  800  821-2121. 

A  network  that  lets  you  talk  busi- 
ness and  send  data  around  the 
world. 

Transmitting  facts  with  fax. 
Private  lines  for  heavy-volume 
calling  and  data  transmission. 
Teleconferencing. 
And  an  international  toll-free 
service  from  Canada. 
More  cost-effective  services  from 
the  AT&T  International  Business 
Network.  ©at&ti984 

International  service  to  and  from  continental  US 


RESIDENT  REAGAN  HAS 
LEARNED  THE  INC.  MARKET 
WILL  PROVIDE  MOST  OF 
THE  JOBS  TO  BRING  DOWN 

UNEMPLOYMENT. 


SHOULDN'T  YOU  LEARN  MORE 

AROUT  INC.P 


In  the  New  York  Times?  President 
Reagan  said  America's  hope  for  new  jobs 
is  within  smaller,  growing  companies. 
Only  one  major  business  magazine  is  writ- 
ten exclusively  for  the  decision-makers 
who  run  these  companies.  As  Mr.  Reagan 
said,  they  represent  a  massive,  fast-grow- 


ing market  that  generates  more  new  jobs 
annually  than  "big  business."  If  you  agree 
that  when  companies  add  new  jobs  they 
need  new  equipment,  new  services,  new 
everything,  please  show  this  page  to  your 
advertising  agency. 


Inc. 

The  magazine  for  growing  companies. 
38  Commercial  Wharf,  Boston,  MA  02110 


'Sunday,  May  15, 19: 


Capital  Markets 


It  takes  strong  nerves  to  play  the  WPPSS 
debacle.  But  it  might  be  worthwhile — if 
you  pick  your  shots  carefully. 

THE  MORNING  LINE 


By  Ben  Weberman 


Mention  Washington  Public  Power 
Supply  System  these  days,  and 
many  investors  run  like  scalded 
dogs.  They  won't  touch  these  tax- 
exempt  issues,  tainted  by  the  $2.25 
billion  default  of  WPPSS  Project  4 
and  5  bonds  last  year,  until  the 
courts  get  the  whole  mess  sorted 
out.  Is  that  the  right  course?  In  fact, 
it  may  be  shortsighted.  These  are 
high-risk  investments,  to  be  sure. 
But  there  may  also  be  opportunities 
here  for  investors  with  strong 
nerves  and  a  gambler's  instincts. 

First,  forget  about  the  defaulted 
Project  4  and  5  bonds,  currently  sell- 
ing from  14  to  17  cents  per  dollar 
face  value.  You  would  buy  these 
only  on  the  supposition  that  the 
courts  will  do  the  right  thing  and 
bondholders  might  get  back  30 
cents  on  the  dollar  maybe  five  years 
down  the  road.  That  works  out  to 
only  about  14%  compounded.  The 
reward  is  not  worth  the  risk. 

But  when  it  comes  to  the  unde- 
faulted  WPPSS  issues — Projects  1,  2 
and  3 — some  smart  pros  on  Wall 
Street  see  interesting  opportunities 
if  you  pick  your  shots  carefully.  One 
such  is  Howard  D.  Sitzer,  vice  presi- 
dent and  director  of  municipal  bond 
research  at  Thomson  McKinnon  Se- 
curities, who  was  among  the  first  to 
raise  warning  flags  on  WPPSS 
bonds,  back  when  most  of  Wall 


Ben  Weberman  is  economics  editor  of 
Forbes  magazine 


Street  was  still  pushing  them  hard. 
Today,  Sitzer  believes  that  Project 
I,  2  and  3  bonds  represent  relatively 
good  investments  because  they  are 
backed  by  contracts  with  a  federal 
agency,  Bonneville  Power  Adminis- 
tration (BPA  was  not  involved  in 
Projects  4  and  5).  Sitzer  points  out 
that  BPA's  agreements  would  re- 
quire it  to  make  payments  to 
WPPSS  for  debt  service  on  the 
bonds,  if  necessary.  BPA's  cash  flow 
comes  from  current  sales  of  hydro- 
electric power  to  utilities — real 
money,  in  other  words.  That  means 
BPA  would  continue  to  service  Proj- 
ect 1,  2  and  3  bonds  even  if  those 
projects  don't  operate  or  if  WPPSS 
itself  goes  bankrupt  (a  possibility 
Sitzer  does  not  consider  imminent). 
So  even  if  bondholders  of  4  and  5 
succeed  in  court  in  getting  a  claim 
on  the  physical  assets  of  1,  2  and  3, 
Sitzer  says,  they  may  not  be  able  to 
touch  the  BPA  cash  flow.  This  last 
opinion  is  not  shared  by  all,  includ- 
ing a  WPPSS  staff  attorney. 

Project  1,  2  and  3  bonds  have 
some  juicy  yields.  Project  3  15s  due 
2018,  for  example,  recently  sold  at 
89  to  yield  17%.  Project  1  14-y4s  of 
2017  traded  at  84  to  yield  17.5%. 
There  are  also  lower-coupon  issues 
that  may  be  somewhat  better  buys 
because  they  are  so  deeply  discount- 
ed. Project  1  57/hS  of  2017,  for  exam- 
ple, trade  at  38  for  a  current  return 
of  15.46%  and  a  yield  to  maturity  of 
15.6%.  If  investors'  perception  of 
the  quality  of  these  bonds  improves, 
then  the  price  of  the  discount  bond 
will  move  many  times  faster  than 
the  price  of  the  high-coupon  bond. 

In  general,  Sitzer  thinks  1  and  3 
bonds  are  priced  more  attractively 
than  those  of  Project  2,  whose  nu- 
clear plant  construction  is  furthest 
along.  Because  it  is,  the  market  val- 
ues Project  2  bonds  higher  while 
Sitzer  points  out  all  three  projects 
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have  the  same  backing. 

You  get  nothing  free  in  this 
world,  of  course,  so  when  you  get  a 
17%  yield  in  a  market  that  pays  9% 
on  prime  bonds,  you  are  buying  a 
big  risk.  The  risk  here  is  that  the 
legal  problems  of  4  and  5  could  spill 
over  onto  1,  2  and  3. 

Dozens  of  lawsuits  were  filed  in 
the  wake  of  the  default,  including  a 
class  action  suit  for  more  than  $2.25 
billion,  and  a  civil  fraud  prosecution 
brought  by  bondholders'  trustee 
Chemical  Bank  against  the  munici- 
palities that  caused  the  default  by 
refusing  to  honor  their  agreements. 
Federal  District  Judge  Richard  Bilby 
is  hearing  those  suits  in  Seattle.  But 
he  has  several  others  as  well,  in- 
cluding one  contending  that  the 
BPA  owes  refunds  to  creditors  of 
Projects  4  and  5 — even  though  the 
federal  agency  did  not  back  those 
projects — because  Project  1  shared 
certain  costs  with  4,  and  3  with  5. 

Another  case  is  already  at  the  ap- 
pellate level  and  involves  the  valid- 
ity of  the  contracts  under  which 
BPA  agreed  to  pay  for  power  from 
Projects  1,  2  and  3  whether  used  or 
not.  A  federal  district  court  in  Port- 
land, Ore.  upheld  the  agreements, 
and  the  case  has  been  appealed  to 
the  circuit  court  of  appeals  in  San 
Francisco.  And  yet  another  case  has 
been  brought  against  the  BPA  by  a 
group  of  local  public  utility  districts 
that  say  they  were  coerced  and  se- 
duced into  participating  in  Projects 
4  and  5.  A  ruling  to  that  effect,  of 
course,  might  well  help  the  utilities 
in  the  larger  issue  of  whether  they 
had  the  right  to  back  out  of  their 
agreements. 

Beware  of  WPPSS  spillover,  too, 
in  the  securities  of  some  of  the  pub- 
licly owned  Wall  Street  houses  that 
provided  professional  advice  to 
WPPSS.  For  example,  Blyth  East- 
man, a  subsidiary  of  Paine  Webber 
Inc.,  was  the  financial  adviser  on 
Projects  4  and  5  and  is  on  the  receiv- 
ing end  of  some  substantial  suits. 
Paine  Webber  came  to  market  re- 
cently with  $75  million  of  ten-year 
133/s%  BBB-minus  subordinated 
notes  of  its  own,  priced  at  99  V*  to 
yield  13.42%;  these  are  marginally 
investment  grade.  (Paine  Webber 
also  sold  Baldwin-United  annuities, 
but  so  far  it  has  refused  to  make 
Baldwin  annuity  holders  whole,  un- 
like Merrill  Lynch  and  Prudential- 
Bachc.)  ■ 
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The  world  is  dealing  with  the  financial 
crisis  by  going  in  deeper. 

POINT  OF 
NO  RETURN 


By  Ashby  Bladen 


Pretending  that  there  is  no  prob- 
lem in  the  world's  mounting  bur- 
den of  debt  is  the  solution  that 
most  recommends  itself  to  politi- 
cians, but  it  is  also  reminiscent  of 
the  man  who,  having  fallen  off  the 
top  of  the  Empire  State  Building, 
reassures  himself  by  saying:  "So 
far,  so  good."  Almost  everywhere 
you  look  around  the  world,  the 
rate  of  debt  formation  is  speeding 
up.  Debt  service  burdens  long  have 
been  rising  faster  than  the  incomes 
from  which  they  have  to  be  paid, 
with  the  result  that  financial  trou- 
bles are  now  cropping  up  all  over 
the  place. 

Clearly  the  world  as  a  whole  is 
opting  for  the  hair-of-the-dog  solu- 
tion to  the  debt  problem,  and  the 
problem  cannot  go  on  forever. 

The  escalation  of  debt  burdens 
has  gone  on  as  long  as  it  has  because 
of  the  borrowing  power  of  the  na- 
tional state.  The  security  for  the 
debts  of  all  other  borrowers  is  their 
incomes  and/or  their  assets,  and  the 
growth  of  their  debts  cannot  long 
outstrip  that  of  their  collateral.  The 
state  is  financially  unique  because 
it  is  the  only  borrower  whose  credit 
does  not  depend  on  the  possession 
of  substantial  income  and/or  assets. 
Instead,  its  credit  is  based  on  the 
legal  monopoly  of  force  that  enables 

Ashby  Bladen  is  a  financial  consultant  and 
author  of  How  to  Cope  with  the  Developing 
Financial  Crisis. 


the  state  to  tax  the  incomes  and 
assets  of  all  the  rest  of  us.  Moreover, 
only  the  state  can  force  everybody 
else  to  lend  to  it  and  to  accept  its 
notes  as  legal  tender.  When  the 
state  lends  its  unlimited  credit  to 
private  borrowers,  as  in  Israel  and 
Argentina,  the  door  is  opened  to 
runaway  inflation. 

The  sovereign  state  borrows  by 
issuing  highly  liquid  securities — 
government  bonds  and  bills,  and 
notes  of  the  central  bank — that  the 
lender  can  easily  sell  or  pledge  as 
collateral  for  a  loan  if  he  wants  to 
buy  something  before  the  borrower 
pays  him  back.  Such  borrowings  are 
the  main  source  of  the  inflationary 
gap  between  real  output  and  nomi- 
nal purchasing  power.  Now  let's  see 
how  the  process  is  working  in  this 
country. 

Since  the  government  can,  in 
principle,  command  all  the  incomes 
and  resources  of  all  the  rest  of  us, 
the  context  that  makes  the  debt  and 
deficit  numbers  most  meaningful  is 
the  gross  national  product — the 
sum  total  of  everything  produced  in 
the  country.  During  the  inflationary 
decade  that  ended  in  1981,  govern- 
ment borrowing  and  spending  cre- 
ated an  excess  of  purchasing  power 
over  real  output  equal  to  2.4%  of 
the  value  of  everything  we  pro- 
duced. In  1982  government  borrow- 
ings created  an  inflationary  gap 
equal  to  4.2%  of  GNP  and,  in  1983, 
a  gap  equal  to  6.4%. 

This  wholesale  creation  of  pur- 
chasing power  is  causing  the  econo- 
my to  expand  rapidly,  and  yet  infla- 
tion is  slowing  down.  This  is  hap- 
pening in  spite  of  government 
policy,  not  because  of  it.  Why  is  it 
slowing  down?  The  main  reason 
was  the  appreciation  of  the  dollar  in 
the  foreign  exchange  market,  which 
made  imports  and  travel  a  bargain 
so  that  Americans  spend  abroad 


much  of  the  inflationary  excess  of 
purchasing  power.  When  the  dollar 
comes  down,  domestic  inflation 
will  go  up. 

What  about  the  future?  That  is 
getting  easier  to  assess  because  we 
now  have  two  honest,  competent 
and  outspoken  economists  in  Wash- 
ington— Martin  Fcldstcin  and  Ru- 
dolph Penner.  (Actually,  Penner  is 
replacing  the  equally  honest  and 
competent  but  less  outspoken  Alice 
Rivlin  at  the  Congressional  Budget 
Office.  In  her  quieter  way,  Mrs.  Riv- 
lin has  been  a  voice  of  sanity  in 
Washington  for  many  years.) 

What  are  these  two  economists 
forecasting?  Their  latest  deficit 
forecasts  do  not  agree,  but  neither  is 
encouraging.  Penner  projected  the 
budget  as  it  now  stands.  Feldstein's 
forecast  is  explicitly  conditional 
and  is  "based  on  the  premise  that 
legislative  action  will  reduce  budget 
deficits  sharply  in  the  years  ahead." 

Since  he  assumes  that  Congress 
will  raise  taxes  and/or  cut  expendi- 
tures, Feldstein  projects  the  budget 
deficit  dropping  from  the  current 
level  of  about  $180  billion  to  $123 
billon  in  1989.  That  would  create 
an  inflationary  gap  of  "only"  2.3% 
of  GNP,  or  about  what  it  was  in  the 
1970s.  Nevertheless,  Feldstein's 
forecast  also  assumes  inflation  run- 
ning at  a  low  3.6%  in  1989  and 
Treasury  bill  rates  averaging  5%. 
Penner  argues  that,  as  things  now 
stand,  the  deficit  is  likely  to  be  over 
$300  billion  in  1989,  and  the  Trea- 
sury bill  rate,  nearly  8%.  That 
would  produce  an  inflationary  gap 
of  around  5.5%  of  GNP.  My  crystal 
ball  does  not  see  as  far  as  1989,  but 
for  the  next  couple  of  years  I  be- 
lieve that  Treasury  bill  rates  are 
more  likely  to  average  above  8% 
than  below  it. 

By  1989  Feldstein's  optimistic  in- 
terest rate  forecast  puts  the  interest 
burden  at  2.4%  of  GNP,  but  Pen- 
ner's  more  pessimistic  forecast  puts 
it  at  4.1%.  My  own  view  is  that, 
during  the  foreseeable  future,  inter- 
est rates  will  average  much  higher 
than  either  of  them  predicts.  In  ad- 
dition, the  compounding  effect  of 
borrowing  to  pay  the  interest  on  the 
federal  debt  rapidly  makes  the  debt 
unmanageable.  We  are  fast  ap- 
proaching the  point  of  no  return 
from  where  we  will  have  to  choose 
between  accelerating  inflation  and 
escalating  financial  trouble.  ■ 
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Your  legacy:  A  way  of  life. 


o  you  love  the  wide  open  spaces?  Clean  air?  The  beauty 
nature?  Are  they  a  part  of  the  legacy  you  have  planned 
r  your  loved  ones? 

Owning  a  large  piece  of  land  in  America  is  possibly  the 
ost  important  decision  you  will  ever  make.  Not  only  will 
>u  enjoy  the  rare  privilege  and  pleasure  of  owning  a  large 
>read  of  ranchland  today,  it  can  remain  a  private  corner  of 
merica  in  the  future  history  of  your  family.  Forbes  Wagon 
reek  Ranch  is  offering  just  404  people  the  unusual  oppor- 
nity  to  purchase  a  substantial  tract  of  land  right  next  to  its 
gantic  Forbes  Trinchera  Ranch  in  southern  Colorado. 
Minimum-size  family  ranches  are  40  acres,  and  vary  up 
74  acres,  with  prices  starting  at  $30,000. 
Here  in  the  foothills  of  the  magnificent  Rocky  Mountains, 


with  restricted  access  to  more  than  17,000  acres  (over  26 
square  miles)  you  can  hunt  deer,  elk,  grouse,  and  all  kinds 
of  wild  game  in  season.  Or  you  can  ski  cross  country,  fish 
for  trout,  ride  horseback,  or  just  enjoy  the  breathtaking 
dawns,  sunsets,  and  the  changing  seasons  in  the  shadow  of 
one  of  Colorado's  highest  peaks,  Mount  Blanca. 

This  exclusive  preserve  is  the  perfect  place  for  the  out- 
door-lover in  you,  and  when  passed  on  to  your  children,  or 
your  grandchildren,  your  ranchland  bestows  on  your  heirs 
the  privilege  of  an  unspoiled  way  of  life.  It's  a  very  thought- 
ful way  to  shape  the  futures  of  those  who  will  follow  you. 

For  more  information  on  how  you  can  become  a  part  of 
Forbes  Magazine's  private  mountain  hideaway,  write  or  call 
for  our  full-color  brochure. 


:ORBES     WAGON     CREEK  RANCH 

Errol  Ryland,  Manager    Box  303 K    Fort  Garland,  Colorado  81133    (303)  379-3263 


Sangre  de  Cnslo  Ranches  Inc  .  developer  This  is  not  an  offer  to  sell  in  stales  where  nol  registered  NJA104  0482CO  NAV820068  000039  A  ADi8560(b) 
statement  and  offering  statement  has  been  tiled  with  the  Secretary  of  State  of  the  State  of  New  York  The  filing  does  not  constitute  approval  of  the  sale  or  lease  or  offer  for  sale  or  lease  by  the  Secretary  of 
State  or  that  the  Secretary  of  State  has  in  any  way  passed  upon  the  merits  ol  such  offering  A  copy  of  the  ollenng  statement  is  available  upon  request  from  Sangre  de  Cristo  Ranches  Inc  NYA82-78 

Obtain  the  Property  Report  required  by  Federal  law  and  read  it  before  signing  anything. 
No  Federal  agency  has  judged  the  merits  or  value,  if  any,  ot  this  property  Equal  Credit  and  Housing  Opportunity 
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100,000 CD 

DEPOSITORS  INSURED  by  FDIC 
or  FSLIC  UP  TO  $100,000 


5  years 


% 
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.365  days     J—I-.  180  days 

'Rate  available  at  this  publication 
closing,  Feb.  26,  1984. 

•  Your  funds  go  directly  from  your 
bank  to  financial  institution. 

•  No  cost... no  fees  to  you! 

•  Monthly  Interest 

•  One  phone  call  gets  you 
complete  instructions. 
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COMPANY 


DIVIDEND  INCREASED 

The  Board  of  Directors  has 
declared  a  regular  quarterly  divi- 
dend of  59  cents  per  share  on  the 
common  stock  of  the  Company, 
payable  April  2,  1984  to  share- 
holders of  record  at  the  close  of 
business  March  5,  1984. 


PETER  B  TINKHAM 
Secretary 


Dallas,  Texas 
February  17,  1984 


System  Electric  Utilities 

Dallas  Power  &  Light  Company 
Texas  Electric  Service  Company 
Texas  Power  &  Light  Company 
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Ristorante  Italiano 
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You  can  let  the  earnings  surprise  factor 
work  in  your  favor  by  ignoring  those 
'  authoritatii  ^e ' '  earnings  forecasts. 

ASTROLOGY  MIGHT 
BE  BETTER 


By  David  Dreman 


John  Houseman  is  at  his  best  as  the 
TV  camera  zooms  in  for  the  final 
head-and-shoulders  shot.  Earning 
his  substantial  fee,  he  extols  the 
virtues  of  an  institutional  broker- 
age's research,  concluding:  "They 
make  their  money  the  old-fash- 
ioned way — they  earn  it." 

By  "old-fashioned"  I  suppose  they 
mean:  by  hard-digging  research  into 
earnings  prospects.  The  message  is 
professionally  delivered  and  impres- 
sive; Houseman's  sponsor,  an  hon- 
orable firm.  Unfortunately,  the  kind 
of  security  analysis  Houseman  is 
touting  does  not  necessarily  pay  off. 
Too  often  it  assumes  that  future 
earnings  can  be  predicted  with  a  fair 
degree  of  accuracy.  They  cannot. 
Even  for  time  frames  of  a  year  or 
less,  earnings  estimates  do  not  have 
much  reliability,  as  the  following 
figures  make  clear.  They  were  pre- 
pared by  Professors  Michael  San- 
dretto  of  Harvard  and  Sudhir  Mil- 
krishnamurthi  of  MIT. 

The  study  shows  the  consensus 
estimates  of  groups  of  institutional 
brokerage  analysts  covering  the 
more  widely  followed  companies 
between  1977  and  1981.  All  esti- 
mates were  made  for  the  then-cur- 
rent year;  that  is,  1977  estimates 
were  made  in  1977.  Normally  esti- 

David  Dreman  is  managing  director  of 
Dreman  &  Embry,  Investment  Counsel,  New 
York,  and  author  of  The  New  Contrarian 
Investment  Strategy. 


mates  were  available  for  each 
stock  from  at  least  five  or  six  ana- 
lysts. The  number  of  companies 
monitored  increased  steadily  from 
769  in  1977  to  1,246  in  1981.  The 
average  annual  error  by  the  ana- 
lysts was  a  staggering  31.3%  over 
the  five-year  period.  The  rates  also 
did  not  vary  much  from  year  to 
year.  The  lowest  error  rate  was 
27.6%  in  1978  and  the  highest 
33.5%  in  1981.  So  no  one-year's 
forecast  skewed  the  results. 

If  one-year  estimates  are  off  by 
this  amount,  it's  very  probable  that 
longer-term  forecasts  will  be  even 
worse.  Estimates  that  have  missed 
the  mark,  sometimes  only  slightly, 
have  triggered  major  price  declines. 
The  crash  of  the  top  tier  in  1973-74, 
the  videogame  stocks  in  1983  or  the 
personal-computer  and  high-tech 
stocks  today  are  only  the  more 
recent  examples  of  the  syndrome. 

Need  more  evidence  about  the 
folly  of  making  investments  based 
on  estimates  of  future  earnings?  A 
recent  Kidder,  Peabody  analysis  of 
its  "Top  50" — the  highest  P/Es  on 
the  New  York  Stock  Exchange  over 
the  last  1 1  years — corroborates  the 
findings.  These  stocks  enjoyed  high 
P/Es  because  analysts  were  persuad- 
ed that  their  past  earnings  growth 
would  continue  for  quite  a  while.  In 
most  cases  it  didn't.  Of  the  Top  50 
of  five  years  earlier,  only  8,  or  16%, 
were  still  on  the  list  at  the  end  of 
1983.  They  fell  off  because  they 
didn't  do  what  the  analysts  thought 
they  would  do. 

In  December  1973,  at  the  height 
of  the  energy  crisis,  energy-related 
stocks  made  up  over  25%  of  the 
Top  50  and  were  the  largest  com- 
ponent of  the  group.  By  1975  only 
2  energy  stocks  remained  on  the 
list.  Why?  Because  the  hoped-for 
earnings  gains  didn't  materialize. 
But  then  came  the  escalating  oil 
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prices  of  1980  and  with  them  the 
lemming-like  rush  back  to  energy 
stocks.  By  the  end  of  the  year,  17 
stocks,  or  34%  of  the  Top  50,  were 
again  energy.  Didn't  everyone 
know — based  presumably  on  seri- 
3us  research — that  oil  was  headed 
:o  $50  or  $100  a  barrel?  Instead  oil 
softened,  and  there  was  only  1  oil 
stock  on  the  list  in  1981  and  there 
.vere  none  in  1982. 

As  a  pundit  once  noted,  financial 
orecasting  is  a  science  that  gives 
istrology  respectability. 

But  it's  not  all  bad.  If  forecasting 
las  proved  inaccurate  for  stocks  in 
fogue,  it  has  been  just  as  consistent- 
y  wrong  for  companies  that  are  out 
)f  favor.  You  see  the  point?  If  not  all 
ligh-P/E  stocks  deserve  their  high 
)rices,  so  not  all  low-P/E  stocks  de- 
serve to  be  in  the  doghouse.  This  is 
vhy  I  eschew  the  crystal  ball  of 
esearch  and  buy  good  companies 
vith  strong  finances  and  good  earn- 
ngs  and  dividend  records  when 
hey  are  out  of  favor.  I  emphasize 
'good";  this  is  not  a  cats-and-dogs 
pproach.  How  do  I  know  when  a 
;ood  company  is  out  of  favor?  The 
ow  P/E  tells  me.  With  such  stocks 
he  earnings  surprise  factor  is  on 
'our  side.  If  you  diversify  fairly 
widely,  you  have  a  good  chance  of 
eaping  first-rate  returns. 

Here  are  several  companies  I 
hink  are  undervalued  today. 

Merrill  Lynch  (26)  is  the  nation's 
argest  brokerage  firm.  The  stock 
as  been  decimated  in  the  current 
ecline,  dropping  over  50%  in  value 
rom  its  12-month  high.  With  non- 
scurring  charges  of  about  90  cents  a 
hare  from  writeoffs  in  Baldwin- 
Jnited  and  overseas  real  estate  be- 
ind  it,  earnings  should  be  up  in 
984.  MER  trades  at  10  times  de- 
ressed  earnings  and  yields  3%. 

General  Foods  (48),  a  major  pro- 
ucer  of  packaged  foods,  should 
how  another  up  year  of  at  least 
0%  in  1984.  The  stock  trades  at  a 
rice/earnings  multiple  of  8  and 
ields  5%. 

Standard  of  Ohio  (47)  is  one  of  the 
irgest  domestic  integrateds,  with 
takes  in  mining  and  other  areas, 
arnings  should  be  up  by  more  than 
5%  in  1984.  The  stock  trades  at  8 
mes  earnings  and  yields  5.6%. 

So  let  the  earnings  surprise  factor 
rork  in  your  favor  and  never  mind 
le  impressive-sounding  institu- 
onal  research.  ■ 
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'7  like  the  tax  deduction 
on  my  IRA.  But  I  wish 
it  didnt  lock  me  into 
one  kind  of  investment. 
What  if  things  change?" 


"With  a  Dean  Witter  IRA  2000,  Q 
you  can  move  your  money 
around  in  any  combination 
of  investments.  Whatever 
helps  you  earn  more. " 


Ask  about  Dean  Water's 
IRA  plans  today. 

Save  now  on  1983  taxes.  Call  our  Hotline: 

800-THE-DEAN  Ext  51 

Dean  Witter  Reynolds  Inc.  „  Member  SIPC 

Client  Information  Services  (44)  115  FOR  3/26 

P.O.  Box  5013,  Clifton,  NJ  07015 

Yes,  at  no  cost  or  obligation,  please  rush  a  copy  of  your  free  booklet  "Investing  For  Your 
Retirement,"  detailing  your  many  IRA  plans. 

Name  


Address. 
City  


.State  

.Home  phone  ( 


.Zip_ 


Business  phone  (  t  

Dean  Witter  clients,  please  indicate  your  Account  Executive's  name  and  office: 

A  member  of  the  Sears  Financial  Network 

DEAN  WITTER 

Worth  asking  about. 

'  1984  Dean  Witter  Reynolds  Inc. 
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Last  summer's  feed  drought  produced 
very  high  feed  grain  prices,  which  meant 
hog  producers  could  not  make  any 
money.  But  maybe  speculators  can. 

HOGS  MEET  BEARS 


By  Stanley  W.  Angrist 


Everybody  loves  a  twofer.  Accept- 
ing that  statement  as  a  working  hy- 
pothesis, I  am  offering  my  readers 
two  trades  for  the  price  of  one.  The 
first  for  the  high  rollers,  the  second 
for  the  more  timid. 

Hog  and  belly  prices  have  re- 
mained strong  in  the  face  of  funda- 
mentals that  I  can  read  only  as  bear- 
ish. Sometimes  a  commodity's 
price  does  not  respond  to  the  funda- 
mentals because  they  are  interpret- 
ed differently  by  different  people.  Of 
course,  the  overwhelming  presence 
of  technicians  in  the  markets  can 
cause  fundamentals  to  be  ignored 
for  days  or  weeks  on  end.  In  most 
cases  the  fundamentals  do  win  out. 

Since  last  summer  total  hog 
slaughter  has  been  consistently 
larger  than  the  numbers  for  the 
same  months  for  1982,  while  de- 
mand has  been  stagnant.  The  initial 
cause  of  this  high  rate  of  kill  has  to 
do  with  last  summer's  feed  grain 
prices.  As  corn  prices  climbed,  hog 
producers  found  that  consumers 
would  rather  reduce  their  consump- 
tion of  pork  than  pay  higher  prices. 
This  condition  has,  as  usual,  con- 
vinced some  hog  farmers  to  get  out 
of  the  business.  Hence,  we  have 
been  seeing  greater  than  usual  num- 
bers of  animals  coming  to  market. 
And  it's  most  likely  not  over  yet. 

Stanley  W.  Angrist  is  a  commodity-  specula- 
tor, consultant  and  longtime  observer  of  the 
commodity  markets. 


Herd  reduction  will  probably  con- 
tinue until  grain  prices  start  to  fall 
this  summer,  at  which  time  pork 
producers  will  start  to  hold  back 
breeding  stock  to  replenish  their 
herds.  So,  the  hog  market  will  con- 
tinue to  experience  some  liquida- 
tion followed  by  herd  rebuilding. 
This  should  lead  to  falling  hog 
prices,  followed  by  rising  prices. 

The  belly  market  is  also  showing 
some  interesting  characteristics. 
The  unusually  high  rate  of  hog 
slaughter  over  the  past  several 
months  has  produced  large  quanti- 


First,  let's  consider  the  trade  for 
the  not-so-brave.  Given  my  belief 
that  hog  prices  will  first  fall  and 
then  rise,  a  bull  spread  in  hogs  is 
appropriate.  Try  to  buy  July/sell  De- 
cember hogs,  with  July  at  no  more 
than  a  210-point  premium  to  De- 
cember. This  spread  has  good  statis- 
tics to  back  it  up  when  put  on  be- 
tween late  March  and  mid-May.  In 
the  14  years  since  1970  it  has  proved 
profitable  nine  times,  for  an  average 
gain  of  174  points,  against  an  aver- 
age loss  of  115  points.  In  the  8  years 
when  July  carried  a  premium  of  less 
than  300  points,  6  have  been  profit- 
able, for  an  average  gain  of  200 
points,  against  an  average  loss  of  100 
points.  Look  for  a  profit  of  180 
points  ($540  per  spread),  and  risk  no 
more  than  100  points  ($300  per 
spread)  from  the  entry  point.  The 
margin  on  this  spread  is  $500,  the 
round-turn  commission  about  $90. 

For  the  less  risk-averse  trader,  I 
would  try  to  buy  July  hogs  while 
selling  July  bellies,  with  the  bellies 
at  least  at  an  1,100-point  premium. 
When  the  spread  is  put  on  in  mid- 


More  than  one  way  to  skin  a  hog 


The  less-risky  of  the  two  possible  trades  in  the  chart  is  buying  July  and 
selling  December  hogs.  This  spread  has  an  excellent  track  record  in 
years  when  the  difference  is  less  than  300-points  premium  July.  The 
more-risky  spread  involves  buying  July  hogs  while  selling  July  bellies. 
This  trade  also  has  an  excellent  track  record. 


Cents 


Bellies  versus  hogs  spread 


11/29     12/6    12/13    12/20  12/27 


1/3 


1/10     1/17      1/24      1/31      2/7      2/14  2/21 


ties  of  bellies.  As  of  Jan.  1  there 
were  about  79  million  pounds  of 
bellies  in  approved  storage  ware- 
houses. This  compares  with  around 
30  million  pounds  last  year  on  the 
same  date.  (Even  with  only  30  mil- 
lion pounds  in  storage  last  year, 
prices  fell  more  than  30  cents  per 
pound  between  the  first  of  the  year 
and  midsummer.)  This  current  bel- 
ly hoard  will  have  to  come  to  mar- 
ket sooner  or  later,  and  when  it 
does,  belly  prices  must  then  drop. 


winter  and  lifted  in  early  June,  it  has 
shown  a  profit  in  11  of  the  past  14 
years.  The  average  profit  was  515 
points;  the  average  loss,  397  points. 
Look  for  a  profit  of  at  least  400 
points  (about  $1,360  per  spread), 
and  risk  no  more  than  200  points 
(about  $680).  The  margin  is  about 
$1,500,  the  round-turn  commission 
$150.  You  should  be  aware  that  this 
spread  can  be  highly  volatile. 
Recent  movement  of  both  spreads  is 
shown  in  the  chart.  ■ 
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Close  your  eyes 

Now  have  ■ 
someone  read 
this  to  you. 


6. 


i 


lou  are  blind.  A  student.  Facing  four  years  of  college.  With 
about  thirty- two  textbooks  to  read.  Plus  fifty  supplemental  texts 
How  are  you  going  to  manage? 

With  Recording  for  the  Blind.  Since  1951,  we've  helped  over 
60,000  blind,  perceptually  and  physically  handicapped  students 
get  through  school.  By  sending  them  recordings  of  the  books 
they  need  to  read.  Free. 

Recording  for  the  Blind  is  non 
profit,  and  supported  by  volun- 
teers and  contributions  from        /]  *  ^onomi^Tand  society 
people  like  you  who  can  imagine 
what  it's  like  to  be  blind. 

Your  tax-deductible  donation 
will  help  our  students  meet  their 
educational  goals.  We'd  all  be 
grateful. 

If  you  want  to  know  more 
about  us,  write: 

Station  E 

Recording  for  the 
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appears  once  a  month  in 
Forbes'  "Money  and  Invest- 
ments" section. 

More  and  more  publicly-held 
corporations  are  choosing 
Forbes  Corporate  Report  Up- 
dates because  their  impor- 
tant stockholder  news  and 
vital  earnings  reports  reach 
one  of  America's  most  impor- 
tant investor  markets  in 
Forbes  Magazine. 

Forbes  has  715,000  sub- 
scribers and  a  total  reader- 
ship that  exceeds  3,800,000*. 

98%  of  Forbes*  subscribers 

have  investment  portfolios 
with  an  average  value  of 
$615,000.  Over  half  are  in- 
volved with  helping  others 
make  investment  decisions. 
Those  others  include  corpora- 
tions, institutions,  pension 
funds,  trusts  and  estates. 

There's  A  Good  Reason  Why 
More  and  more  advertisers 
are  putting  Forbes  to  work  for 
them.  Forbes  gets  results. 
Last  year  Corporate  Report 
Updates  attracted  over 
93,000  inquiries. 

For  More  Information, 
Call  or  Writes 

Sarah  Madison 

Corporate  Report  Updates 

Forbes  Inc. 

60  Fifth  Avenue 

New  York,  NY  10011 

Phone:  (212)  620-2371 
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Individual  investors  are  optimistic  about 
Detroit  and  tend  to  feel  that  it  is  solving 
its  styling  and  quality  problems. 

PREMATURE 
CELEBRATION? 


By  Srully  Blotnick 


"We've  rolled  back  the  Japanese," 
said  a  longtime  Ford  shareholder. 
"Americans  now  prefer  American 
cars."  Another  investor,  half  of 
whose  $700,000  portfolio  is  in  GM 
shares,  commented  proudly:  "I  al- 
ways knew  that  GM  could  do  it  if  it 
really  wanted  to.  It  just  wasn't  try- 
ing hard  enough." 

These  are  not  isolated  views. 
They  were  typical  of  investor  reac- 
tions when  I  asked  more  than  800 
individual  investors  about  the  rec- 
ord profits  of  over  $6  billion  that  the 
U.S.  automakers  rolled  up  last  year. 
Investors  are  now  more  receptive  to 
making  commitments  in  the  Big 
Three  auto  stocks  than  at  any  other 
time  since  the  spring  of  1973.  More- 
over, their  optimistic  long-term 
view  of  the  group  is  underscored  by 
their  willingness  to  consider  such 
issues  as  core  holdings  in  their  self- 
managed  IRA  and  Keogh  retirement 
accounts. 

In  short,  there  is  a  surprising  ten- 
dency to  consider  1983  as  more  than 
a  flash  in  the  pan.  "I  can  remember 
when  Volkswagen  was  getting  all 
the  attention,  and  its  ads  were  on 
every  radio  and  television  station," 
recalls  one  investor.  "They  were  go- 
ing to  knock  Detroit  out  of  the  box, 
or  so  it  was  said.  Well,  it  didn't 

/  >>■  Srully  blotnick  is  a  research  psychologist 
and  author  of  Getting  Rich  Your  Own  Way 
cnul  Winning:  The  Psychology  of  Successful 
Investing. 


happen — and  it's  not  going  to  hap- 
pen." The  same  fate,  he  feels,  could 
befall  the  Japanese. 

Three  internal  changes  nearly  en- 
sure, in  their  view,  continuing  pros- 
perity for  -the  U.S.  automobile  in- 
dustry. The  first  has  to  do  with 
style.  "Look  at  the  redesigned 
Chevrolet  Camaro  and  Pontiac  Fire- 
bird," said  one  well-heeled  investor, 
who  recently  bought  a  Camaro. 
"They  look  like  racing  cars,  and 
that  is  what  it  takes  to  attract  peo- 
ple's attention." 

Somewhat  to  my  surprise,  I  dis- 
covered that  a  lot  of  people  blame 
Detroit's  troubles,  not  on  its  failure 
to  build  fuel-efficient  cars  in  time, 
but  on  poor  styling  and  quality. 
"Suddenly  everything  was  so  boxy," 
one  investor  in  the  survey  com- 
mented. "And  it  stayed  that  way." 
A  second  said,  "Sporty-looking  cars 
sell  cars,  even  to  people  who  buy 
one  that's  a  lot  more  conservative. 
They  love  the  idea  of  knowing  that 
the  same  company  produced  both 
cars.  Most  people  haven't  forgotten 
that  Mercedes-Benz  used  to  make 
superb  racing  cars." 

In  a  retrospective  view  that  actu- 
ally may  be  quite  insightful,  a  lot  of 
people  feel  that  the  rising  price  of 
gasoline  after  1973  should  have 
made  U.S.  manufacturers  produce 
racier  cars.  Instead,  for  almost  a  de- 
cade they  were  panicked  by  the 
higher  price  of  gas  into  designing 
boring  models.  It's  really  the  sizzle 
that  sells  the  steak,  these  investors 
insist.  As  far  as  they  are  concerned, 
between  1974  and  1982  there 
wasn't  any  sizzle. 

The  second  change  that  they  con- 
sider a  real  plus  is  Detroit's  new, 
much-advertised  emphasis  on  qual- 
ity. "That  never  mattered  before," 
said  one  who  was  raised  in  a  suburb 
of  the  Motor  City.  "The  car  was 
supposed  to  look  good  in  your  drive- 
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/ay  and  last  for  two  years.  Then 
ou  went  out  and  bought  another 
ne."  It  is  their  opinion  that  the 
ipanese  introduction  of  inexpen- 
ive  and  well-made  cars  was  as  revo- 
ationary  as  the  transistor  radio, 
nd  resulted  in  an  even  greater  over- 
ight  success  than  transistor  radios 
ad.  These  investors,  therefore,  see 
)etroit's  new  emphasis  on  quality 
s  a  key  part  of  the  counterattack 
gainst  Japanese  inroads.  So,  there 
>  a  widespread  feeling  that  De- 
roit's  troubles  were  only  temporary 
nd  are  now  about  over.  In  their 
iew,  the  worst  has  been  seen. 

Contrarians  will  find  all  this  a  red 
ag  rather  than  cause  for  celebra- 
on.  They  find  it  impossible  to  be- 
eve  that  we  have  heard  the  last 
om  the  Japanese,  especially  in  this 
rea.  For  autos  and  consumer  elec- 
ronics  are  the  two  industries  that 
ipan  has  used  to  establish  beach- 
eads  not  only  here  but  worldwide. 

Their  relentless  devotion  to  inno- 
ation  and  economies  of  scale  is 
;en  increasingly  each  year.  For  ex- 
mple,  Honda  is  only  now  introduc- 
lg  in  quantity  a  model  that  many 
westors  and  auto  buffs  tell  me  has 
>etroit  executives  reeling.  Honda 
as  given  it  a  snappy  name:  the  Civ- 
:  CRX  (Forbes,  Mar.  12).  What's  so 
Decial  about  the  car?  For  one  thing, 
:  is  sleek  and  racy  looking.  For  an- 
ther, it  costs  only  about  $6,200  and 

1  well  made.  Last,  but  by  no  means 
last,  it  averages  more  than  60  miles 
er  gallon. 

Honda  claimed  that  the  car  could 
lake  it  from  Los  Angeles  to  Santa 
arbara  and  back,  a  distance  of  190 
liles,  on  4  gallons  of  gas.  And,  said 
[onda,  it  could  be  done  under  actual 
)ad  conditions.  A  nationally  syndi- 
ited  consumer-activist  TV  show 
ecided  in  late  February  to  test  this 
[aim.  Thanks  to  Los  Angeles' 
imed  freeways,  the  trip  took  longer 
tan  had  been  anticipated.  But  to 
veryone's  surprise,  it  took  only  3 
illons,  not  4,  and  the  car  averaged 

2  miles  per  gallon. 

The  CRX  may  well  represent  a 
ew  level  of  escalation  in  the  great 
ipan-U.S.  auto  war.  So  do  the  new 
ipanese  sport  models  and  their 
lidsize  luxury  cars.  So  does  the  de- 
ision  by  the  Japanese  to  build  cars 
l  this  country.  I  only  hope  our  auto 
Dmpanies  aren't  as  overly  confi- 
ent  about  the  future  as  many  of 
leir  shareholders  seem  to  be.  ■ 


2  things  you  should  know 

about  EVERY  stock  that 
concerns  you: 
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Each  of  1700  stocks  monitored  by 
Value  Line  is  the  subject  of  a  new 
full-page  Report  (size  81/2  x  11) 
every  13  weeks.  (A  complete  set  of 
the  latest  Reports  is  yours  as  a 
bonus  below.) 


I  Rttttrvt  Pnca  P*rform-  \»* 
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Each  of  these  full-page  Reports 
contains  more  than  1000  items  of 
information  about  the  subject  com- 
pany and  its  stock.  But  before  you 
bother  with  any  other  information, 
there  are  two  things  you  should 
know  about  EVERY  stock  that 
currently  concerns  you: 

1.  How  SAFE  It  this  stock?  Value  Line  ranks  each  of  1700  stocks  from  1  (Highest) 
down  to  5  (Lowest)  for  relative  long  term  investment  Safety.  The  Safety  rank  is  based 
on  the  stock's  price  stability  and  the  company's  financial  strength  (each  of  which  is 
also  ranked  separately).  If  you  require  superior  Safety,  stick  with  stocks  ranked  1  or  2 
in  this  respect. 

2.  How  TIMELY  Is  this  stock?  Value  Line  ranks  each  of  1700  stocks  from  1  (Highest) 
down  to  5  (Lowest)  for  Timeliness — reflecting  Value  Line's  objective,  computerized 
assessment  of  its  relative  price  performance  prospects  in  the  next  12  months.  Almost 
every  stock  goes  through  phases  when  it  performs  a  lot  better,  or  worse,  than  the 
overall  market.  Whatever  else  you  may  want  from  your  investments,  if  you  want  per- 
formance, we  suggest  you  stay  with  stocks  currently  ranked  1  or  2— and  not  worse 
than  3  (Average) — for  Timeliness. 

SPECIAL  INVITATION 

Value  Line  is  offering  a  special  Introductory  10-week  trial  subscription  to  the 
Value  Line  Investment  Survey  for  only  $37 — about  half  the  regular  price — providing 
you  or  any  member  of  your  family  has  not  had  a  subscription  in  the  past  two  years.  As 
a  double  bonus  at  no  additional  charge,  you  will  receive  the  2000-page  Investors 
Reference  Service  (covering  more  than  1700  stocks)  which  will  be  updated  every 
week— and  the  72-page  booklet,  "A  Subscriber's  Guide."  Filing  takes  less  than 
a  minute  a  week.  All  this  material  is  so  organized  in  your  binder  that  you  can  quickly 
turn  to  a  continually  updated  report  on  almost  any  leading  stock. 

CALL  TOLL-FREE: 
If  you  have  Master  Card,  American  Express  or  Visa, 
phone  1-800-331-1750  (operator  13)  24  hrs.  7  days  a  week. 

The  Value  Line  Investment  Survey 

Value  Line,  Inc.,  711  Third  Ave.,  N.Y.,  N.Y.  10017  DeP4i6L26 

INTRODUCTORY  OFFER  □  My  payment  is  enclosed.  □  Please  charge 

□  Begin  my  10-week  trial  subscription  for  $37 to  t0:  □  American  Exp.  □  Master  Card 

The  Value  Line  Survey  (limited  once  to  any  q  visa  Expiration  Date   

household  every  two  years)  and  send  me  the  two 


bonuses  listed  above 

ONE  YEAR  SUBSCRIPTION 

□  Begin  my  1-Year  (52  issues)  subscription  for 
$365  and  send  me  the  two  bonuses  listed  above. 
There  are  no  restrictions  with  this  annual 
subscription. 

SPECIAL  EXTRA  BONUS 

A  pocket-size  CREDIT 
CARD  LCD  CALCULA- 
TOR given  to  you  when 
you  order  The  Value 
Line  Investment  Survey  for  one  year. 

(N.Y.  residents  add  sales  tax.) 


Account  #   

(This  subscription  is  tax-deductible.) 
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More  people 
have  survived 
cancer  than 
now  live  in 
the  City  of 
Los  Angeles. 

We  are 
winning. 


Please 
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I  AMERICAN 

CANCER 
f  SOCIETY 

i  his  space  contributed  as  a  public  service. 


In  the  last  issue,  I  ticked  off  several  com- 
panies with  weak  current  stock  prices  but 
with  strong  fundamentals  and  earnings 
outlooks.  Here  are  some  additions. 

FAR  OUT  I 


By  Ann  C.  Brown 


If  you  are  licking  your  wounds  from 
the  sharp  January/February  drop  in 
the  stock  market,  chances  are  your 
injuries  resulted  from  your  being 
lulled  into  complacency  by  the 
Pleasant  Present.  The  daily  news 
reports  highlight  the  boom  in  hous- 
ing starts  and  building  permits,  the 
rise  in  durable  goods  orders,  falling 
unemployment,  strong  retail  sales, 
weak  inflation  and  record  earnings 
for  the  likes  of  GM  and  IBM  and 
other  bellwethers  ringing  with  glad 
tidings  of  increased  dividends  and 
welcome  stock  splits. 

While  most  investors  were  enjoy- 
ing a  meaningful  relationship  with 
all  this  economic  good  cheer,  back 
in  the  back  rooms  the  professional 
money  managers  already  had  dis- 
counted the  rest  of  this  year  and 
most  of  next  in  their  never-ending 
quest  to  outperform  the  averages — 
and  each  other.  With  the  amateurs 
caught  up  in  current  events,  the 
portfolio  heavyweights  already  had 
mentally  reelected  Ronald  Reagan 
and  had  seen  him  through  an  early 
1985  creative  compromise  to  help 
reduce  the  budget  deficit,  through  a 
crazy-quilt  combination  of  tax  in- 
creases, spending  cuts  and  defense 
stretch-outs. 

In  addition,  these  big  stock  buy- 
ers had  anticipated  that  interest 

Ann  C.  Brown  is chief "executive  officer  of 'the 
equity  advisory  and  portfolio  management 
firm  of  AC.  Brown  &  Associates. 


rates  would  fluctuate  in  a  100-basis- 
points-plus-or-minus  range.  Fur- 
thermore, they  predicted  the  dollar 
would  decline  enough  to  keep  the 
international  banking  system  from 
crashing  but  not  enough  to  cause  a 
full-blown  flight  of  foreign  capital 
from  U.S.  debt  instruments. 

For  the  institutional  fund-run- 
ners, whose  handsome  salaries  de- 
pend on  their  being  the  firstest  and 
the  bestest  in  guessing  market  di- 
rections, the  months  ahead  would 
bring  no  major  war  but  no  signifi- 
cant easing  of  tensions  either — par- 
ticularly with  the  Soviet  Union, 
where  the  new  old  dog  was  likely  to 
be  up  to  the  same  old  tricks.  On  the 
other  hand,  prosperity  was  expected 
to  continue  at  home — not  at  the 
recent  torrid  7%-to-8%  GNP 
growth  rate  but  somewhere  toward 
the  upper  end  of  the  3%-to-5%  an- 
nual gain.  Corporate  profits  were 
seen  holding  up,  fueled  by  steady 
demand,  coupled  with  stringent 
business  practices  adopted  during 
the  recession  and  not  yet  discarded 
in  a  return  to  wasteful  ways. 

This  pretty  well  sums  up  the  next 
four  to  six  quarters  as  far  as  the 
nation's  most  powerful  stock  trad- 
ers are  concerned.  What  seems  to 
bother  most  money  managers  these 
days  is  what  will  happen  to  the  mar- 
ket in  the  latter  part  of  1985  when, 
by  historical  standards,  the  current 
recovery  enters  into  old  age.  By 
then,  President  Reagan,  assuming 
the  reelection  prediction  is  accu 
rate,  will  be  cast  in  the  role  of  a 
lame  duck,  and  members  of  his  own 
party,  as  well  as  the  opposition,  may 
be  too  busy  jockeying  for  position  in 
1988  to  do  what  needs  to  be  done  for 
the  economy. 

The  pendulum  has  swung  as  far 
right  as  it  is  likely  to  go  in  thisi 
decade — and  possibly  this  century. 
Conservatives  are  concerned  that  if 
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TheT.  Rowe  Price  IRA  gives  you  freedom 
of  choice  and  freedom  to  change. 


The  T.  Rowe  Price  IRA  gives  you  more  than  a  competitive  return 
on  your  money.  It  also  gives  you  freedom  of  choice.  You're  free  to 
choose  from  eight  no-load  funds,  each  pursuing  a  different 
investment  objective. 

You  also  have  the  freedom  to  switch  from  fund  to  fund  when 
changes  in  the  markets  or  your  needs  suggest  a  change  in  investment 
strategy.  All  it  takes  is  a  toll-free  telephone  call. 

For  a  free  IRA  information  kit,  call:  1-800-IRA-5000. 


T.RoweRice 

Invest  With  Confidence 


Please  send  my  free  IRA  kit  and  fund 
prospectuses  with  more  complete 
information,  including  management  fee 
and  other  charges  and  expenses.  I  will 
read  them  carefully  before  I  invest. 

Name 
Address 


City 


State  Zip       R  253 

T.  Rowe  Price,  100  East  Pratt  Street, 
Baltimore,  MD  21202 

V  T  Rowe  Price  Marketing,  Inc  ,  Distributor. 
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Mortgage  Guaranty  Investment    97 

Mr.  Gasket   179 

Naess  &  Thomas  Special  Fund    224 

National  Steel    134 

Nationwise    179 

Nippon  Kokan  ||apan|    52 

Nippon  Steel  ||apan|   52 

Norstar  Bancorp   :   133 

Nucorp  Energy    214 

Nynex    10,  12 

Oak  Industries    92 

Ohio  Art   186 

Oppcnheimer  &  Co   38,  66 

Orbital  Sciences    41 

Paine  Webber   38,  224,  239 

Perm  Central    64,  66 


Pep  Boys   144 

Petro-Lewis  

Piper  (affray    212 

Playboy  Enterprises   43 

PNC  Financial    62 

Pohang  Iron  £»  Steel  |S.  Korea)    52 

Procter  &  Gamble    1Q 

Professional  Medical  Products    Id 

Prudential-Bache    38,  224,  239 

R&B  Automotive    144 

Raytheon    201 

RCA   4] 

Rediffusion  Group  (U.K.)   91 

Republic  Steel    134 

Rolls-Royce  |U.K.|   9) 

Rothschild   4] 

Ryder  System    241 

Rymer    114 

Salomon  Brothers   64 

Satellite  Television  Pic  (U  K.)    92 

Saxon  Industries    134 

Schroder  Capital  Management   214 

Scientific-Atlanta   9l 

Seagram  Co  Ltd  (Canadal    16 

Sears,  Roebuck    10,  75,  144,  210 

SEI    14 j 

Sharp  llapanl   41 

Sierra  On-Line   M 

Singer    7i 

Sony  llapan)   42 

Southwestern  Energy    14q| 

Sperry    20T 

Spinnaker  Software    T, 

Standard  Oil  |Ohio|    24! 

Standard  Oil  |Indiana|    41 

Standard  Oil  of  California   61 

Sumitomo  Metals  llapanl    51 

Sunritz  Ltd  llapan)   21 

Suwa  Seiko  Sha  Co  Ltd  llapan)   Ill 

Tandy    204] 

Texaco    97,  14T 

Texas  Commerce  Bancsharcs  6J 

Texscan  fl 

Thomson  McKinnon  Securities    212,  23! 

Time  Inc   9l 

Touche  Ross    134 

Troma   Ill 

Twentieth  Century-Fox   91 

United  Technologies  jfl 

Vanguard  Group    224 

Vestron  Video    211 

I  Henry  Schroder  Wagg    221 

Warner  Communications    72,  9 

Washington  Public  Power  Supply  System   23 

Wcstinghousc  Electric    1] 

Weyerhaeuser   1 

Wheat,  First  Securities   211 

Whitestone    U 

Whitney  National  Bank  61 

Wyvern  Research  Associates   Ill 

Xerox  41 


Yamazaki  Machinery 
Works  llapanl   
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Do  you  know  anybody 
who  is  somebody  in  business 
who  does  not  read 
Forbes  Magazine? 
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Flashbacks 


"The  more  things  change.  . . ." 
Items  from  past  issues  of  Forbes 


Sixty  years  ago  in  Forbes 

From  the  issue  of  March  29,  1924) 

'No  person  can  move  about  the  U.S. 
vithout  becoming  impressed  by  the 
dgorousness  of  current  business  and, 
:specially,  building  activity.  Growth 
s  the  keynote  in  America  today. 

"Among  the  things  which  strike 
he  eye  and  the  mind  are: 

1 )  The  rapid  expansion  going  on  in 
nost  cities. 

2)  The  attractiveness  of  practically 
ill  modern  building  'developments,' 
neaning  new  home  sections,  whether 
or  ordinary  workers  or  for  the  well- 
o-do  or  wealthy. 

3)  The  multiplying  of  skyscrapers 
n  all  communities,  ranging  from 
hose  numbering  a  few  thousand  to 
netropolitan  cities. 

4)  The  very  notable  rise  in  real  es- 
ate  values  in  towns  and  cities. 

5)  The  amount  of  road-building." 

If  you  can  keep  your  head  when  all 
bout  you  are  losing  theirs.  .  .  ." 

"Rudyard  Kipling's  ringing  poem 
omes  to  mind  when  we  contemplate 
he  swirling  turmoil  at  Washington. 
)thers  are  losing  their  heads.  Calvin 
Zoolidge  is  not.  There  he  sits  in  the 
Vhitc  House  unflustered,  dignified, 
[aim,  serene,  excitedly  rushing  nei- 
her  to  this  extreme  nor  that,  but  qui- 
tly,  unswervingly,  diligently  doing 
is  ordained  duty,  unmoved  by  cal- 
imny  or  hysteria.  It  is  reassuring  to 
he  American  people  to  look  upon  so 
olid  a  captain  at  the  helm  of  the  Ship 
f  State  as  foul  waters  are  churned  up 
11  around." 

Henry  Ford  used  to  be  democratic, 
le  has  become  autocratic.  He  has 
lown  this  in  his  numberless  quarrels 
nd  final  splits  with  his  chief  asso- 
lates  of  his  earlier  days.  He  showed  it 
l  his  dogmatic  treatment  of  workers, 
articularly  in  his  'Welfare'  rules  and 
:gulations — since  found  largely  un- 
orkable.  He  has  shown  it  in  the 
igh-handed  way  he  has  on  occasion 
eated  his  dealers.  .  .  . 
"And  now,  most  of  all,  he  is  show- 
ig  it  in  the  terms  of  his  bid  for  Mus- 
c  Shoals  and  his  whole  attitude  to- 
ards  the  government — you  will  rc- 
ill  that  when  Congress  requested 
im  to  appear  before  the  committee 
andling  the  matter,  he  told  them  he 
ould  do  nothing  of  the  kind." 
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The  north  tower  of  San  Francisco's  Gold- 
en Gate  Bridge  reaches  the  6.^2 -foot  level 


Fifty  years  ago 

(From  the  issue  of  April  I.  I')  \4) 

"New  York  City  is  blazing  with  [real 
estate]  bargains.  So  are  Chicago,  Los 
Angeles,  Detroit,  Cleveland,  San 
Francisco,  Boston,  Philadelphia  and 
scores  of  other  metropolitan  cities. 
Florida  offers  perhaps  the  vastest  pos- 
sibilities of  all.  There  the  bottom  fell 
out  completely  after  the  big  storm  and 
the  national  financial  collapse.  A  ten- 
dollar  bill  can  buy  what  once  cost  a 
thousand  dollars.  Countless  proper- 
ties have  been  surrendered  because  of 
inability  to  meet  taxes." 


Edited  by  Dero  A.  Saunders 


"The  year  in  packaging  was  marked 
by  two  outstanding  events:  repeal  of 
the  Eighteenth  Amendment,  and 
large-scale  marketing  of  motor  oil  in 
scaled  tin  cans. 

"Brewers  and  distillers  faced  the 
problem  of  making  a  new  start.  Some 
fell  back  on  the  same  bottles,  labels, 
trademarks  and  cartons  they  had  used 
in  pre-Prohibition  days.  But  a  great 
many  called  in  designers  and  made  a 
clean  sweep.  .  .  . 

"Oil  refiners  faced  the  perennial 
problem  of  outwitting  their  own  kind 
of  bootlegger.  When  the  sealed,  nonrc- 
fillable,  quart-size  oil  can  was  intro- 
duced, it  spread  like  wildfire,  adding  a 
giant  member  to  the  large  family  of 
packaged  goods." 


Twenty-five  years  ago 

(From  the  issue  of  April  1.  I')59) 

"As  a  territory,  Hawaii  enjoyed  a  kind 
of  most-favorcd-nation  status  on  Wall 
Street.  Under  a  1914  U.S.  Supreme 
Court  ruling,  interest  on  Hawaiian 
bonds  (like  those  of  other  U.S.  territor- 
ies) was  decreed  exempt  not  only  from 
U.S.  federal  taxes  but  from  state  and 
municipal  levies  as  well.  But  after  the 
islands  join  the  union  this  summer, 
subsequent  issues  will  lose  their  dou- 
ble immunity  (though  existing  bonds 
will  continue  to  be  tax-exempt)." 

"In  some  18  major  commodity  ex- 
changes throughout  the  U.S.,  investors 
can  deal  in  everything  from  wheat  and 
wool  to  soybeans  and  platinum  on  the 
most  liberal  credit  terms  in  town;  mar- 
gins range  from  10%  (on  most  com- 
modities) to  as  little  as  3%  (on  cottons). 
At  a  recent  market  price  of  36  cents  per 
pound,  you  could  have  bought  30,000 
pounds  (one  lot  or  'contract')  of  cocoa 
futures,  worth  about  $11,000,  with 
only  $1,000  in  cash  down." 


Method  is  the  very  hinge  of 
business,  and  there  is  no 
method  without  punctuality. 
Richard  Cecil 


The  truest  wisdom  is 
a  resolute  determination. 
Napoleon  Bonaparte 


If  a  person  gives  you  his 
time,  he  can  give  you  no 
more  precious  gift. 
Frank  Tyger 


There  are  two  kinds  of  people 
in  one's  life — people  one 
keeps  waiting  and  the  people 
for  whom  one  waits. 
Samuel  N.  Behrman 


I  wasted  time;  now 
doth  time  waste  me. 
Shakespeare 


A  Text . . . 

The  pastures  are  clothed 
with  flocks;  the  valleys 
also  are  covered  over  with 
corn;  they  shout  for  joy, 
they  also  sing. 
Psalm  65:13 


Sent  in  by  David  Fry,  Dallas,  Tex. 
What's  your  favorite  text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Business  of  Life  is 
presented  to  senders  of  texts  used. 


Nothing  in  business  is 
so  valuable  as  time. 
John  H.  Patterson 


With  men  .  .  .  who  had  been 
unsuccessful  in  life,  by 
far  the  most  frequent  cause 
of  failure  was  that  they 
were  dilatory,  unpunctual, 
unable  to  work  cordially 
with  others  and,  in  fact, 
what  we  call  unbusinesslike. 
John  Lubbock 


Thoughts 

on  the  Business  of  Life 


Business  leaders  are  usually 
punctual  in  keeping  appointments. 
Punctuality,  or  the  rcrerse, 
is  a  matter  of  habit.  Somehow, 
I  can't  help  questioning  the 
ability,  the  efficiency,  the 
dependability  of  any  person 
who  is  habitually  late  Don't 
handicap  yourself  by  permitting 
this  habit  to  fasten  itself 
upon  you. 
B.C.  Forbes 


The  absent  are  always 
in  the  wrong. 
Philippe  Destouches 


Measure  not  dispatch 
by  the  time  of  sitting, 
but  by  the  advancement 
of  business. 
Francis  Bacon 


Promptness  is  the  essence 
of  all  good  business. 
Edward  C.  Simmons 


I  owe  all  my  success  in  life 
to  having  always  been  a  quarter 
of  an  hour  beforehand. 
Horatio  Nelson 


I  could  never  think  well 
of  a  man's  intellectual 
or  moral  character,  if  he 
was  habitually  unfaithful 
to  his  appointments. 
Nathaniel  Emmons 
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More  than  3,000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  574- 
page  book  at  $13.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Ave.,  New  York,  N.Y. 
10011.  Add  appropriate  sales  tax  on  New- 
York  State  orders. 


Business  is  always  interfering 
with  pleasure — but  it  makes 
other  pleasures  possible. 
William  Feather 


Who  has  the  fame  to  be  an 
early  riser  may  sleep  till  noon. 
James  Howell 


Having  respect  for  your  own 
time  will  assure  respect  for 
the  other  person's  time. 
Robert  Half 


Promptitude  is  not  only  a 
duty,  but  is  also  a  part  of 
good  manners;  it  is  favorable 
to  fortune,  reputation, 
influence  and  usefulness. 
Charles  Simmons 


Courteous  men  learn  courtesy 
from  the  discourteous. 
Persian  proverb 


Courtesies  cannot  be  borrowed 
like  snow  shovels;  you  must 
have  some  of  your  own. 
John  Wanamaker 


All  that  time  is  lost  which 
might  be  better  employed. 
Jean-Jacques  Rousseau 


Be  always  resolute  with 
the  present  hour.  Every 
moment  is  of  infinite  value. 
Goethe 


Men's  faults  are  characteristic. 
It  is  by  observing  a  man's 
faults  that  one  may  come  to 
know  his  virtues. 
Confucius 


The  individual  who  is 
habitually  tardy  in 
meeting  and  appointment, 
will  never  be  respected 
or  successful  in  life. 
Wilbur  Fisk 
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